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PROSPECTUS    SUPPLEMENT
(To  Prospectus dated August 19, 2010)

10,000,000 Shares
9.50% Series C Cumulative Redeemable Perpetual

Preferred Shares

Seaspan Corporation
(Liquidation Preference $25 Per Share)

  
We are o ffering  10,000,000 o f our 9.50% Cumulative Redeemable Perpetual Series C Preferred Shares, par value $0.01 per

share, liquidation preference $25.00 per share (the “Series C Preferred Shares”).
Dividends on the Series C Preferred Shares are  cumulative from the date  o f o rig inal issue and will be payable  quarterly in

arrears on the 30th day o f January, April, July and October o f each year, commencing  April 30, 2011, when, as and if declared by our
board o f directo rs. Dividends will be payable  out o f amounts legally available  therefo r at an initial rate  equal to  9.50% per annum of the
stated liquidation preference, subject to  adjustment as described in this prospectus supplement.

At any time on o r after January 30, 2016, the Series C Preferred Shares may be redeemed, in who le o r in part, out o f amounts
legally available  therefo r, at a redemption price o f $25.00 per share plus an amount equal to  all accumulated and unpaid dividends
thereon to  the date  o f redemption, whether o r no t declared. If (i) we fail to  comply with certain covenants (a “Covenant Default”),
(ii) we experience certain defaults under any o f our credit facilities (a “Cross Default”), (iii) four quarterly dividends payable  on the
Series C Preferred Shares are  in arrears (a “Dividend Payment Default”) o r (iv) the Series C Preferred Shares are  no t redeemed in who le
by January 30, 2017 (a “Failure  to  Redeem”), the dividend rate  payable  on the Series C Preferred Shares shall increase, subject to
aggregate  maximum rate  per annum of 25% prio r to  January 30, 2016 and 30% thereafter, to  a rate  that is 1.25 times the dividend rate
payable  on the Series C Preferred Shares as o f the close o f business on the day immediately preceding  the Covenant Default, Cross
Default, Divided Payment Default o r Failure  to  Redeem, as applicable , and on each subsequent Dividend Payment Date, the dividend
rate  payable  shall increase to  a rate  that is 1.25 times the dividend rate  payable  on the Series C Preferred Shares as in effect as o f the
close o f business on the day immediately preceding  such Dividend Payment Date, until the Covenant Default, Cross Default o r
Dividend Payment Default is cured o r the Series C Preferred Shares are  no  longer outstanding . Please read “Description o f Series C
Preferred Shares—Dividends—Dividend Payment Dates—Increase in Base Dividend Rate  Fo llowing  a Covenant Default, Cross Default,
Dividend Payment Default o r Failure  to  Redeem.”

We intend to  apply to  have the Series C Preferred Shares reg istered fo r listing  on The New York Stock Exchange. Currently,
there  is no  public  market fo r the Series C Preferred Shares.

Investing in our Series C Preferred Shares involves a high degree of risk. Please read “Risk 
Factors” beginning on page S-20 of this prospectus supplement and page 5 of the accompanying base
prospectus.
  
 

     Pe r S hare     T otal  
Public  o ffering  price     $ 25.00      $250,000,000  
Underwriting  discount     $ 0.875      $ 8,750,000  
Proceeds (befo re expenses) to  us     $24 .125      $241,250,000  

Neither the Securities and Exchange Commission no r any state  securities commission has approved o r disapproved o f these
securities o r determined if this prospectus supplement o r the accompanying  base prospectus is truthful o r complete . Any
representation to  the contrary is a criminal o ffense.

The underwriters expect to  deliver the Series C Preferred Shares in book entry fo rm through the facilities o f The Deposito ry
Trust Company on o r about January 28, 2011.
  

Sole Book-Running Manager and Structuring Agent

BofA Merrill Lynch
Co-Managers

 
 

Citi  Credit Suisse             Dahlman Rose & Company

BNP PARIBAS   DnB NOR Markets



 
 

January 21, 2011
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ABOUT THIS PROSPECTUS SUPPLEMENT

This document is in two  parts. The first part is the prospectus supplement, which describes the specific  terms o f
this o ffering . The second part is the accompanying  base prospectus, which g ives more general information, some o f which
may not apply to  this o ffering . Generally, when we refer to  the “prospectus,” we are referring  to  both parts combined. If
information in the prospectus supplement conflicts with information in the accompanying  base prospectus, you should rely
on the information in this prospectus supplement.

Any statement made in this prospectus or in a document incorporated or deemed to  be incorporated by reference
into  this prospectus will be deemed to  be modified or superseded for purposes o f this prospectus to  the extent that a
statement contained in this prospectus supplement or in any o ther subsequently filed document that is also  incorporated by
reference into  this prospectus modifies or supersedes that statement. Any statement so  modified or superseded will no t be
deemed, except as so  modified or superseded, to  constitute a part o f this prospectus.

You should rely only on the information contained in or incorporated by reference in this prospectus. We have not
authorized anyone to  provide you with different information. We are not making  an o ffer o f the Series C Preferred Shares in
any state or jurisdiction where the o ffer is no t permitted. You should not assume that the information contained in this
prospectus or the information that is incorporated by reference herein is accurate as o f any date o ther than its respective
date.

We expect that delivery o f the Series C Preferred Shares will be made against payment therefor on or about the
date specified on the cover page o f this prospectus supplement, which will be the five business days fo llowing  the date o f this
prospectus supplement (this settlement cycle  being  referred to  as “T+5”). You should note that trading  on the Series C
Preferred Shares on the date o f this prospectus supplement or the next business day may be affected by the T+5 settlement.
Please read “Underwriting .”
 

i



Table of  Contents

TABLE OF CONTENTS

Prospectus Supplement
 
SUMMARY   S-1  
RISK FACTORS   S-20  
FORWARD LOOKING STATEMENTS   S-47  
USE OF PROCEEDS   S-49  
RATIO OF EARNINGS TO FIXED CHARGES AND PREFERENCE DIVIDENDS   S-50  
CAPITALIZATION   S-51  
SELECTED HISTORICAL FINANCIAL AND OPERATING DATA   S-52  
THE INTERNATIONAL CONTAINERSHIP INDUSTRY   S-55  
BUSINESS   S-63  
MANAGEMENT   S-88  
OUR MANAGER AND MANAGEMENT RELATED AGREEMENTS   S-94   
RELATED PARTY TRANSACTIONS   S-102  
FINANCING FACILITIES   S-105  
DESCRIPTION OF CAPITAL STOCK   S-107  
DESCRIPTION OF SERIES C PREFERRED SHARES   S-112  
MARSHALL ISLANDS COMPANY CONSIDERATIONS   S-123  
MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS   S-127  
NON-UNITED STATES TAX CONSEQUENCES   S-133  
OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION   S-134   
UNDERWRITING (CONFLICT OF INTEREST)   S-135  
LEGAL MATTERS   S-141  
EXPERTS   S-142  
WHERE YOU CAN FIND ADDITIONAL INFORMATION   S-143  
ENFORCEABILITY OF CIVIL LIABILITIES   S-145  
GLOSSARY OF SHIPPING TERMS   S-146  

Base Prospectus
 
ABOUT THIS PROSPECTUS   i  
ABOUT SEASPAN   1  
RISK FACTORS   5  
USE OF PROCEEDS   6  
RATIO OF EARNINGS TO FIXED CHARGES   7  
DESCRIPTION OF CAPITAL STOCK   8  
DESCRIPTION OF PREFERRED SHARES   10  
DESCRIPTION OF THE WARRANTS   11  
DESCRIPTION OF THE RIGHTS   12  
DESCRIPTION OF THE DEBT SECURITIES   13  
DESCRIPTION OF UNITS   23  
U.S. FEDERAL TAX CONSIDERATIONS   25  
NON-U.S. TAX CONSIDERATIONS   33  
 

ii



Table of  Contents

OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION   34   
LEGAL MATTERS   35  
PLAN OF DISTRIBUTION   36  
EXPERTS   38  
WHERE YOU CAN FIND ADDITIONAL INFORMATION   39  
ENFORCEMENT OF CIVIL LIABILITIES   41  
FORWARD LOOKING STATEMENTS   42  
 

iii



Table of  Contents

SUMMARY

This summary highlights important information contained elsewhere in this prospectus supplement and the accompanying
base prospectus. You should carefully read this prospectus supplement, the accompanying base prospectus and the documents
incorporated by reference to understand fully our business and the terms of our Series C Preferred Shares, as well as the tax and
other considerations that are important to you in making your investment decision. You should consider carefully the “Risk
Factors” section beginning on page S-20 of this prospectus supplement and on page 5 of the accompanying base prospectus to
determine whether an investment in our Series C Preferred Shares is appropriate for you. Unless otherwise indicated, all references
in this prospectus supplement to “dollars” and “$” are to, and amounts are presented in, U.S. Dollars, and financial information
presented in this prospectus supplement is prepared in accordance with generally accepted accounting principles in the United
States, or GAAP.

Unless we otherwise specify, when used in this prospectus supplement, the terms “Seaspan,” the “Company,” “we,” “our”
and “us” refer to Seaspan Corporation and its subsidiaries, except that when such terms are used in this prospectus supplement in
reference to the Series C Preferred Shares, they refer specifically to Seaspan Corporation. References to our Manager are to
Seaspan Management Services Limited and its wholly owned subsidiaries, which provide us with all of our technical, administrative
and strategic services.

Shipbuilders: References to Samsung are to Samsung Heavy Industries Co., Ltd. References to HHI are to Hyundai Heavy
Industries Co., Ltd. References to HSHI are to Hyundai Samho Heavy Industries Co., Ltd., a subsidiary of HHI. References to Jiangsu
are to Jiangsu Yangzijiang Shipbuilding Co., Ltd. References to New Jiangsu are to Jiangsu New Yangzi Shipbuilding Co., Ltd.
References to Zhejiang are to Zhejiang Shipbuilding Co. Ltd. References to Odense-Lindo are to Odense-Lindo Shipyard Ltd.
Samsung, HHI, HSHI, Jiangsu, New Jiangsu, Zhejiang and Odense-Lindo are commonly referred to as our shipbuilders.

Customers: References to CSCL Asia are to China Shipping Container Lines (Asia) Co., Ltd., a subsidiary of China
Shipping Container Lines Co., Ltd., or CSCL. References to APM are to A.P. Møller-Mærsk A/S. References to HL USA are to Hapag-
Lloyd USA, LLC, a subsidiary of Hapag-Lloyd, AG, or Hapag-Lloyd. References to COSCON are to COSCO Container Lines Co.,
Ltd., a subsidiary of China COSCO Holdings Company Limited. References to K-Line are to Kawasaki Kisen Kaisha Ltd. References
to MOL are to Mitsui O.S.K. Lines, Ltd. References to CSAV are to Compañia Sud Americana De Vapores S.A. References to UASC
are to United Arab Shipping Company (S.A.G.).

Our Company

We are a leading  independent charter owner o f containerships, which we charter primarily pursuant to  long-term, fixed-rate
time charters to  majo r container liner companies. As o f December 31, 2010, our operating  fleet included 55 containerships
(including  one leased vessel), and we had entered into  contracts fo r the purchase o f an additional e ight containerships and contracts
to  lease an additional six containerships, all o f which are  currently o r will be under construction, and have scheduled delivery dates
through April 2012.

Customers fo r our operating  fleet are  CSCL Asia, HL USA, APM, COSCON, CSAV, MOL, K-Line and UASC. Customers
fo r the additional 14  newbuilding  vessels will include K-Line and COSCON. Our primary objective is to  continue to  g row our
business through accretive vessel acquisitions as market conditions allow.

We primarily deploy our vessels on long-term, fixed-rate  time charters to  take advantage o f the stable  cash flow and high
utilization rates that are  typically associated with long-term time charters. As o f December 31, 2010, the charters on the 55 vessels
in our operating  fleet had an average remaining  term o f approximately seven years, excluding  the effect o f charterers’ options to
extend certain time charters.
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Our Fleet

Our Operating Fleet

The fo llowing  table  summarizes key facts regarding  our vessels as o f December 31, 2010:
 

Ve sse l Name  

Ve sse l
Class
(T EU)   

Ye ar
B uilt   

Charte r
S tart
Date   Charte re r  Le ngth of T ime  Charte r  Daily  Charte r Rate  

               (in thousands)  
CSCL Zeebrugge   9600    2007    3/15/07   CSCL Asia  12 years  $ 34 .0  
CSCL Long  Beach   9600    2007    7/6/07   CSCL Asia  12 years   34 .0  
CSCL Oceania   8500    2004     12/4 /04    CSCL Asia  12 years + one 3-year option   29.8  
CSCL Africa   8500    2005    1/24 /05   CSCL Asia  12 years + one 3-year option   29.5  
COSCO Japan

 
 8500  

 
 2010  

 
 3/9/10  

 
COSCON

 
12 years + three one-year
options  

 42.9  

COSCO Korea
 

 8500  
 

 2010  
 

 4 /5/10  
 

COSCON
 

12 years + three one-year
options  

 42.9  

COSCO Philippines
 

 8500  
 

 2010  
 

 4 /24 /10  
 

COSCON
 

12 years + three one-year
options  

 42.9  

COSCO Malaysia
 

 8500  
 

 2010  
 

 5/19/10  
 

COSCON
 

12 years + three one-year
options  

 42.9  

COSCO Indonesia
 

 8500  
 

 2010  
 

 7/5/10  
 

COSCON
 

12 years + three one-year
options  

 42.9  

COSCO Thailand
 

 8500  
 

 2010  
 

 10/20/10  
 

COSCON
 

12 years + three one-year
options  

 42.9  

MOL Emerald   5100    2009    4 /30/09   MOL  12 years   28.9  
MOL Eminence   5100    2009    8/31/09   MOL  12 years   28.9  
MOL Emissary   5100    2009    11/20/09   MOL  12 years   28.9  
MOL Empire   5100    2010    1/8/10   MOL  12 years   28.9  
Maersk Merritt 

 
 4800  

 
 1989  

 
 11/6/06  

 
APM

 
5 years + two  1-year options
+ one 2-year option  

 23.5  

Cap Victo r
 

 4800  
 

 1988  
 

 11/20/06  
 

APM
 

5 years + two  1-year options
+ one 2-year option  

 23.5  

Cap York
 

 4800  
 

 1989  
 

 12/6/06  
 

APM
 

5 years + two  1-year options
+ one 2-year option  

 23.5  

Maersk Moncton 
 

 4800  
 

 1989  
 

 12/22/06  
 

APM
 

5 years + two  1-year options
+ one 2-year option  

 23.5  

Bro tonne Bridge 
 

 4500  
 

 2010  
 

 10/25/10  
 

K-Line
 

12 years + two  3-year
options  

 34 .3  

CSAV Licanten   4250    2001    7/3/01   CSCL Asia  10 years + one 2-year option   18.3  
CSCL Chiwan   4250    2001    9/20/01   CSCL Asia  10 years + one 2-year option   18.3  
CSCL Ningbo   4250    2002    6/15/02   CSCL Asia  10 years + one 2-year option   19.7  
CSCL Dalian   4250    2002    9/4 /02   CSCL Asia  10 years + one 2-year option   19.7  
CSCL Felixstowe   4250    2002    10/15/02   CSCL Asia  10 years + one 2-year option   19.7  
CSCL Vancouver   4250    2005    2/16/05   CSCL Asia  12 years   17.0  
CSCL Sydney   4250    2005    4 /19/05   CSCL Asia  12 years   17.0  
CSCL New York   4250    2005    5/26/05   CSCL Asia  12 years   17.0  
CSCL Melbourne   4250    2005    8/17/05   CSCL Asia  12 years   17.0  
CSCL Brisbane   4250    2005    9/15/05   CSCL Asia  12 years   17.0  
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Ve sse l Name  

Ve sse l
Class
(T EU)   

Ye ar
B uilt   

Charte r
S tart
Date   Charte re r  Le ngth of T ime  Charte r  Daily  Charte r Rate  

               (in thousands)  
New Delhi Express

 

 4250  

 

 2005  

 

 10/19/05  

 

HL USA

 

3 years + seven 1-year
extensions + two  1-year
options  

 18.0  

Dubai Express

 

 4250  

 

 2006  

 

 1/3/06  

 

HL USA

 

3 years + seven 1-year
extensions + two  1-year
options  

 18.0  

Jakarta Express

 

 4250  

 

 2006  

 

 2/21/06  

 

HL USA

 

3 years + seven 1-year
extensions + two  1-year
options  

 18.0  

Saigon Express

 

 4250  

 

 2006  

 

 4 /6/06  

 

HL USA

 

3 years + seven 1-year
extensions + two  1-year
options  

 18.0  

Lahore Express

 

 4250  

 

 2006  

 

 7/11/06  

 

HL USA

 

3 years + seven 1-year
extensions + two  1-year
options  

 18.0  

Rio  Grande Express

 

 4250  

 

 2006  

 

 10/20/06  

 

HL USA

 

3 years + seven 1-year
extensions + two  1-year
options  

 18.0  

Santos Express

 

 4250  

 

 2006  

 

 11/13/06  

 

HL USA

 

3 years + seven 1-year
extensions + two  1-year
options  

 18.0  

Rio  de Janeiro  Express

 

 4250  

 

 2007  

 

 3/28/07  

 

HL USA

 

3 years + seven 1-year
extensions + two  1-year
options  

 18.0  

Manila Express

 

 4250  

 

 2007  

 

 5/23/07  

 

HL USA

 

3 years + seven 1-year
extensions + two  1-year
options  

 18.0  

CSAV Loncomilla   4250    2009    4 /28/09   CSAV  6 years   25.9  
CSAV Lumaco   4250    2009    5/14 /09   CSAV  6 years   25.9  
CSAV Lingue   4250    2010    5/17/10   CSAV  6 years   25.9  
CSAV Lebu   4250    2010    6/7/10   CSAV  6 years   25.9  
UASC Madinah   4250    2009    7/1/10   UASC  2 years   20.5  
COSCO Fuzhou   3500    2007    3/27/07   COSCON  12 years   19.0  
COSCO Yingkou   3500    2007    7/5/07   COSCON  12 years   19.0  
CSCL Panama   2500    2008    5/14 /08   CSCL Asia  12 years   16.8  
CSCL São  Paulo   2500    2008    8/11/08   CSCL Asia  12 years   16.8  
CSCL Montevideo   2500    2008    9/6/08   CSCL Asia  12 years   16.8  
CSCL Lima   2500    2008    10/15/08   CSCL Asia  12 years   16.8  
CSCL Santiago   2500    2008    11/8/08   CSCL Asia  12 years   16.8  
CSCL San Jose   2500    2008    12/1/08   CSCL Asia  12 years   16.8  
CSCL Callao   2500    2009    4 /10/09   CSCL Asia  12 years   16.8  
CSCL Manzanillo   2500    2009    9/21/09   CSCL Asia  12 years   16.8  
Guayaquil Bridge   2500    2010    3/8/10   K-Line  10 years   17.9  
Calicanto  Bridge   2500    2010    5/30/10   K-Line  10 years   17.9  
 
(1) CSCL Asia has an initial charter o f 12 years with a charter rate  o f $34 ,000 per day, increasing  to  $34 ,500 per day after six

years.
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(2) CSCL Asia has an initial charter o f 12 years with a charter rate  o f $29,500 per day fo r the first six years, $29,800 per day fo r

the second six years, and $30,000 per day during  the three-year option.
 
(3) COSCON has an initial charter o f 12 years with a charter rate  o f $42,900 per day fo r the initial term and $43,400 per day fo r

the three one-year options.
 
(4 ) The name o f the MSC Sweden was changed to  Maersk Merritt in May 2010 in connection with the termination o f a sub-charter

from APM to  Mediterranean Shipping  Company S.A.
 
(5) APM has an initial charter o f five years at $23,450 per day, two  consecutive one-year options to  charter the vessel at $22,400

and $21,400 per day, respectively, and a final two-year option to  charter the vessel at $20,400 per day.
 
(6) The name o f the MSC Ancona was changed to  Maersk Moncton in August 2010 in connection with the termination o f a sub-

charter o f the vessel from APM to  Mediterranean Shipping  Company S.A.
 
(7) This vessel is leased pursuant to  a lease ag reement, which we used to  finance the acquisition o f the vessel.
 
(8) K-Line has an initial charter o f 12 years with a charter rate  o f $34 ,250 per day fo r the first six years, increasing  to  $34 ,500 per

day fo r the second six years, $37,500 fo r the first three-year option period and $42,500 fo r the second three-year option
period.

 
(9) The name o f the CSCL Hamburg  was changed to  CSAV Licanten in November 2010, in connection with a sub-charter from

CSCL to  CSAV.
 
(10) CSCL Asia has an initial charter o f ten years with a charter rate  o f $18,000 per day fo r the first five years, $18,300 per day fo r

the second five years, and $19,000 per day fo r the two-year option. CSCL Asia has exercised its option on the CSAV
Licanten.

 
(11) CSCL Asia has an initial charter o f ten years with a charter rate  o f $19,933 per day fo r the first five years, $19,733 per day fo r

the second five years, and $20,500 per day fo r the two-year option.
 
(12) For these charters, the initial term was three years, which automatically extends fo r up to  an additional seven years in

successive one-year extensions, unless HL USA elects to  terminate  the charters with two  years’ prio r written no tice. HL USA
would have been required to  pay a termination fee o f approximately $8.0 million to  terminate  a charter at the end o f the initial
term. The termination fee declines by $1.0 million per year per vessel in years four through nine. The initial terms o f the
charters fo r these vessels have expired, and these charters have automatically extended pursuant to  their terms.

 
(13) HL USA had an initial charter o f three years that automatically extends fo r up to  an additional seven years with a charter rate  o f

$18,000 per day, and $18,500 per day fo r the two  one-year options.
 
(14 ) UASC has a charter o f two  years with a charter rate  o f $20,500 per day fo r the first year, increasing  to  $20,850 per day fo r the

second year. In addition, we pay a 1.25% commission to  a broker on all hire  payments fo r this charter.
 
(15) CSCL Asia has a charter o f 12 years with a charter rate  o f $16,750 per day fo r the first six years, increasing  to  $16,900 per day

fo r the second six years.
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New Vessel Contracts

Our primary objective is to  acquire  additional containerships as market conditions allow, and to  enter into  additional long-
term, fixed-rate  time charters fo r such vessels.

As o f December 31, 2010, we had contracted to  purchase eight additional containerships and to  lease an additional six, all
o f which are  currently o r will be under construction, and have scheduled delivery dates through April 2012.

As at December 31, 2010, the eight newbuilding  containerships that we have contracted to  purchase and the six
newbuilding  containerships that we have contracted to  lease consist o f the fo llowing  vessels:
 

Ve sse l   

Ve sse l
Class
(T EU)    Le ngth of T ime  Charte r (1)   Charte re r   

Daily  Charte r
Rate   

S c he dule d
De live ry

Date    S hipbuilde r
             (in thousands)       
Hull No . S452    13100    12 years   COSCON   $ 55.0    2012    HSHI
Hull No . 2177    13100    12 years   COSCON    55.0    2011    HHI
Hull No . S453    13100    12 years   COSCON    55.0    2011    HSHI
Hull No . 2178    13100    12 years   COSCON    55.0    2012    HHI
Hull No . S454    13100    12 years   COSCON    55.0    2012    HSHI
Hull No . 2179    13100    12 years   COSCON    55.0    2011    HHI
Hull No . 2180    13100    12 years   COSCON    55.0    2012    HHI
Hull No . 2181    13100    12 years   COSCON    55.0    2011    HHI
COSCO Prince Rupert

  
 8500  

  
12 years + three one-year
options   

COSCON
  

 42.9  
 

 2011  
  

HHI

COSCO Vietnam
  

 8500  
  

12 years + three one-year
options   

COSCON
  

 42.9  
 

 2011  
  

HHI

Brevik Bridge
  

 4500  
  

12 years + two  three-year
options   

K-Line
  

 34 .3  
 

 2011  
  

Samsung

Bilbao  Bridge
  

 4500  
  

12 years + two  three-year
options   

K-Line
  

 34 .3  
 

 2011  
  

Samsung

Berlin Bridge
  

 4500  
  

12 years + two  three-year
options   

K-Line
  

 34 .3  
 

 2011  
  

Samsung

Budapest Bridge
  

 4500  
  

12 years + two  three-year
options   

K-Line
  

 34 .3  
 

 2011  
  

Samsung

 
(1) Each charter is scheduled to  beg in upon delivery o f the vessel to  the relevant charterer.
 
(2) This vessel is subject to  a sale-leaseback arrangement.
 
(3) COSCON has an initial charter o f 12 years with a charter rate  o f $42,900 per day and $43,400 per day fo r the three one-year

options.
 
(4 ) K-Line has an initial charter o f 12 years with a charter rate  o f $34 ,250 per day fo r the first six years, increasing  to  $34 ,500 per

day fo r the second six years, $37,500 fo r the first three-year option period and $42,500 fo r the second three-year option
period.

The fo llowing  chart details the number o f vessels in our fleet based on scheduled delivery dates as o f December 31,
2010:
 

 

  Ye ar Ending De c e mbe r 31,  
  S c he dule d  
  2011    2012  

Deliveries    10     4   
Operating  Vessels    65     69  
Approximate Total Capacity (TEU)    352,700      405,100   
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Market Opportunity

We believe that the recent financial crisis and dislocation o f the containership secto r has created an opportunity fo r ship
owners with access to  capital to  acquire  vessels at attractive prices and employ them in a manner that will generate  attractive
returns on capital and is accretive to  cash flow. Due to  financial constraints o f ship owners and the decrease in g lobal trade, few
orders fo r newbuilding  containerships were placed in recent years and there  is a limited amount o f vessel capacity scheduled to
enter the market after 2012. We believe that the containership secto r is recovering  and that supply and demand dynamics fo r
containerized trade are  relatively favorable  fo r vessel owners.

We intend to  continue to  expand our fleet primarily through entering  into  newbuilding  contracts with shipyards, but believe
that there  will also  be select opportunities to  acquire  existing  o r newbuilding  vessels from o ther shipowners, shipbuilders due to
defaulting  purchasers under construction contracts, o r banks and o ther lesso rs that may acquire  vessels upon bo rrower o r lessee
defaults. We believe we are  well positioned to  take advantage o f current market opportunities. Without g iving  effect to  the net
proceeds from this o ffering  o r any additional debt capacity as a result thereo f, we believe that we will be able  to  fund the remaining
payments fo r the 14  containerships that we have contracted to  purchase and lease through the availability under our current credit
and lease facilities and current and antic ipated operating  cash flows less dividends. We will be able  to  use the proceeds from this
o ffering , combined with additional debt capacity as a result thereo f (exclusive o f amounts committed to  finance the remaining
payments on the 14  vessels we have ag reed to  purchase and lease), to  fund additional g rowth beyond our contracted fleet.

Our Competitive Strengths

We believe that we possess a number o f competitive streng ths that will allow us to  capitalize  on the opportunities in the
containership industry, including  the fo llowing :
 

 

•  Enhanced stability of cash flows through long-term, fixed-rate time charters. Our vessels are  primarily subject to
long-term, fixed-rate  time charters, which had an average remaining  term o f approximately seven years as o f
December 31, 2010. As a result, nearly all o f our revenue is pro tected from the vo latility o f spo t rates and sho rt-term
charters. To  further promote cash flow stability, we have primarily placed newbuilding  o rders and purchased
secondhand vessels when we have concurrently entered into  long-term time charters with our customers. As o f
December 31, 2010, and excluding  any extensions o f our time charters, we had approximately $6.5 billion o f
contracted future  revenue under existing  fixed-rate  time charters, including  approximately $2.9 billion attributable  to
time charters fo r the 14  newbuilding  containerships that we have contracted to  purchase and lease.

 

 

•  Significant built-in fleet growth. We have significantly g rown our fleet since our initial public  o ffering  in August 2005.
At that time, we had an operating  fleet o f 10 vessels with ano ther 13 vessels on o rder, agg regating  116,950 TEU. As
of December 31, 2010, we had 55 vessels in service and 14  vessels on o rder, agg regating  405,100 TEU, an
increase o f 246% in TEU capacity. The aggregate  capacity o f the 14  newbuilding  vessels, with scheduled delivery
dates through April 2012, represents over 50% of the aggregate  capacity o f our vessels currently in service.

 

 

•  Proven ability to source capital for growth. Since our initial public  o ffering  in 2005, we have successfully accessed
capital to  g row our fleet. Including  our initial public  o ffering , we have raised over $1.8 billion in public  and private
issuances o f equity securities. In addition, we have secured credit and lease facilities with aggregate  outstanding
borrowings and commitments o f $4 .2 billion as o f December 31, 2010. We also  accessed capital during  the recent
economic downturn, including  raising  preferred share equity and entering  into  sale-leaseback financings. We will be
able  to  use the
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proceeds from this o ffering , combined with additional debt capacity as a result thereo f (exclusive o f amounts
committed to  finance the remaining  payments on the 14  vessels we have ag reed to  purchase and lease), to  fund
additional g rowth beyond our contracted fleet. We intend to  continue to  access existing  capital, and to  consider new
sources, to  cost-effectively maintain and g row our fleet.

 

 

•  Strong, long-term relationships with high-quality customers, including leading Asian container liners. We have
developed strong  relationships with our customers, which include leading  container liner companies. We believe we
are the largest provider o f containerships to  China, and antic ipate  that Asian demand fo r containerships will continue
to  rebound and g row fo llowing  the recent economic downturn. We attribute  the streng th o f our customer
relationships in part to  our consistent operational quality, customer o riented service and histo rical average utilization
of over 99% since our initial public  o ffering  in 2005.

 

 

•  Scale, diversity and high quality of our fleet. We are one o f the largest independent charter owners o f containerships
and believe that the size o f our fleet appeals to  our customers and provides us cost savings through vo lume
purchases by our Manager and leverage in nego tiating  newbuilding  contracts and accessing  shipyard berths. Our
operating  fleet o f 55 containerships had an average age o f approximately five years as o f December 31, 2010,
which is significantly below the industry average o f approximately 10 years. Our 14  newbuilding  vessels also  will be
subject to  our high standards fo r design, construction quality and maintenance. Upon delivery o f these additional
vessels, the vessels in our fleet will range in size from 2500 TEU to  13100 TEU, and our 13100 TEU containerships
will be among  the largest sized containerships then in operation.

 

 

•  Experienced management. Together our chief executive o fficer and chief financial o fficer have over 30 years o f
pro fessional experience in the shipping  industry. In addition, the members o f the management team o f our Manager
have prio r experience with many companies in the international ship management industry, such as China Merchants
Group, Neptune Orient Lines, APL Limited, Safmarine Container Lines and Co lumbia Ship Management. Our
Manager’s staff has skills in all aspects o f ship management, including , among  o thers, design, operations and marine
eng ineering . We likewise benefit from the financial experience and sophistication o f our Manager’s management
team, which has assisted us in accessing  various fo rms o f capital.

Our Business Strateg ies

We seek to  continue to  expand our business and increase our cash flow by employing  the fo llowing  business strateg ies:
 

 

•  Pursuing long-term, fixed-rate charters. We intend to  continue to  primarily pursue long-term, fixed-rate  charters,
which contribute  to  the stability o f our cash flows. In addition, container liner companies typically employ long-term
charters fo r strateg ic  expansion into  majo r trade routes while  employing  spo t charters fo r sho rter term discretionary
needs. To  the extent container liner companies expand their services into  these majo r trade routes, we believe we
will be well positioned to  partic ipate  in their g rowth.

 

 

•  Expanding and diversifying our customer relationships. Since our initial public  o ffering , we have increased our
customer base from two  to  eight customers and have expanded our revenue from existing  customers. We intend to
continue to  expand our existing  customer relationships and to  add new customers to  the extent container liner
companies increase their use o f chartered-in vessels to  add capacity in their existing  trade routes and establish new
trade routes. We believe that we will benefit from the expected g rowth o f worldwide container shipping  demand,
especially in certain markets that we believe to  have high g rowth po tential such as Asia, where we have strong
customer

 
 

S-7



Table of  Contents

 
relationships. We also  believe that our Manager’s experience in working  with container liners to  provide ship design,
construction supervision and chartering  services will improve our ability to  secure new customers.

 

 

•  Actively acquiring newbuilding and secondhand vessels. We have increased, and intend to  further increase, the size
o f our fleet through selective acquisitions o f new and secondhand containerships that we believe will be accretive to
our cash flow. We believe that entering  into  newbuilding  contracts will continue to  provide long-term g rowth o f our
fleet and modern vessels to  our customers. In addition, we intend to  selectively consider any nearer-term g rowth
opportunities to  acquire  high-quality secondhand vessels, primarily either with existing  long-term charters o r where
we can enter into  long-term charters concurrently with the acquisitions. We also  intend to  consider appropriate
partnering  opportunities that would allow us to  seek to  capitalize  on opportunities in the newbuilding  and secondhand
markets with more modest investments, as well as the po tential sale  o f any o lder vessels in our fleet as part o f fleet
renewal.

 

 
•  Maintaining efficient capital structure. We intend to  pursue a financial strategy that aims to  preserve our financial

flexibility and achieve a low capital cost so  that we may take advantage o f acquisition and expansion opportunities in
the future  while  also  meeting  our existing  obligations.

An investment in our Series C Preferred Shares invo lves risks. Our g rowth depends on our ability to  make accretive vessel
acquisitions, expand existing  and develop new relationships with charterers and obtain new charters. Substantial competition may
hamper our business strategy. Our g rowth also  depends upon continued g rowth in demand fo r containerships. A reduction in
demand fo r containerships, increased competition o r an inability to  make accretive vessel acquisitions may lead to  reductions and
vo latility in charter hire  rates and pro fitability. In addition, we may be unable  to  realize  expected benefits from acquisitions, and
implementing  our g rowth strategy through acquisitions may harm our business, financial condition, operating  results and ability to
pay dividends. You should consider carefully the facto rs set fo rth in the section o f this prospectus entitled “Risk Facto rs”
beg inning  on page S-20 o f this prospectus supplement and on page 5 o f the accompanying  base prospectus.

Management Overview

Our operations are  managed by our Manager under the supervision o f our board o f directo rs. We have entered into  long-
term management ag reements pursuant to  which our Manager and its subsidiaries provide us with all o f our technical, administrative
and strateg ic  services, including  our management team and employees. Our Manager is owned by trusts established fo r members
o f the Dennis Washing ton family and by an entity indirectly owned by certain directo rs and o fficers o f our Manager, including  our
chief executive o fficer. Mr. Washing ton is one o f our founders and entities contro lled by him and his family contro l our largest
shareho ldings. Please read “Our Manager and Management Related Agreements” and “Related Party Transactions.”

Corporate Information

We are a Marshall Islands co rporation inco rporated on May 3, 2005. We maintain our principal executive o ffices at Unit 2,
7  Floo r, Bupa Centre , 141 Connaught Road West, Hong  Kong , China. Our te lephone number is (852) 2540-1686. We maintain a
website  at www.seaspancorp.com. The info rmation on our website  is no t part o f this prospectus, and you should rely only on the
info rmation contained in this prospectus and the documents we inco rporate  by reference herein when making  a decision as to
whether to  invest in the Series C Preferred Shares.
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The Offering
 
Issuer Seaspan Corporation
 
Securities Offered 10,000,000 o f our 9.50% Series C Cumulative Redeemable Perpetual Preferred

Shares, par value $0.01 per share, liquidation preference $25.00 per share. Fo r a
detailed description o f the Series C Preferred Shares, please read “Description
of Series C Preferred Shares.”

 
Price per share $25.00
 
Conversion; Exchange and Preemptive Rights The Series C Preferred Shares will no t have any conversion o r exchange rights o r

be subject o r entitled to  preemptive rights.
 
Dividends Dividends on Series C Preferred Shares shall accrue and be cumulative from the

date  the Series C Preferred Shares are  o rig inally issued and shall be payable  on
each Dividend Payment Date (as defined below) when, as and if declared by our
board o f directo rs o r any autho rized committee thereo f out o f legally available
funds fo r such purpose.

In the event that four quarterly dividends, whether consecutive o r no t, payable  on
Series C Preferred Shares are  in arrears, such event shall constitute  a “Dividend
Payment Default.”

 
Dividend Payment Dates January 30, April 30, July 30 and October 30, commencing  April 30, 2011 (each,

a “Dividend Payment Date”).
 
Dividend Rate The dividend rate  fo r the Series C Preferred Shares will be 9.50% per annum per

$25.00 o f liquidation preference per share (equal to  $2.375 per share), subject to
increase if (i) we fail to  comply with certain covenants (a “Covenant Default”),
(ii) we experience certain defaults under any o f our credit facilities (a “Cross
Default”), (iii) four quarterly dividends payable  on the Series C Preferred Shares
are  in arrears (a “Dividend Payment Default”) o r (iv) the Series C Preferred
Shares are  no t redeemed in who le by January 30, 2017 (a “Failure  to  Redeem”),
the dividend rate  payable  on the Series C Preferred Shares shall increase, subject
to  aggregate  maximum rates per annum of 25% prio r to  January 30, 2016 and
30% thereafter, to  a rate  that is 1.25 times the dividend rate  payable  on the Series
C Preferred Shares as o f the close o f business on the day immediately preceding
the Covenant Default, Cross Default, Divided Payment Default o r Failure  to
Redeem, as applicable , and on each subsequent Dividend Payment Date, the
dividend rate  payable  shall increase to  a rate  that is 1.25 times the dividend rate
payable  on the Series C Preferred Shares as in effect as o f the close o f business
on the day immediately preceding  such Dividend Payment Date, until the
Covenant Default, Cross Default o r Dividend Payment Default is cured o r the
Series C Preferred Shares are  no  longer outstanding . Please read “Description o f
Series C Preferred Shares—Dividends.”

 
 

S-9



Table of  Contents

 
Ranking The Series C Preferred Shares will represent perpetual equity interests in us and,

unlike our indebtedness, will no t g ive rise  to  a c laim fo r payment o f a principal
amount at a particular date . The Series C Preferred Shares will rank:

 

 

• senio r to  all c lasses o f our common shares (which currently consist o f the
Class A common shares and Class C common shares) and to  each o ther
class o r series o f capital stock established after the o rig inal issue date  o f
the Series C Preferred Shares that is no t expressly made senio r to  o r on
parity with the Series C Preferred Shares as to  the payment o f dividends and
amounts payable  upon liquidation, disso lution o r winding  up;

 

 

• pari passu with our existing  Series B Preferred Shares and any o ther c lass o r
series o f capital stock established after the o rig inal issue date  o f the Series
C Preferred Shares that is no t expressly subordinated o r senio r to  the Series
C Preferred Shares as to  the payment o f dividends and amounts payable
upon liquidation, disso lution o r winding  up; and

 

 

• junio r to  all o f our indebtedness and o ther liabilities with respect to  assets
available  to  satisfy claims against us and our Series A Preferred Shares and
each o ther c lass o r series o f capital stock expressly made senio r to  the
Series C Preferred Shares as to  the payment o f dividends and amounts
payable  upon liquidation, disso lution o r winding  up.

 
Optional Redemption and Failure to  Redeem At anytime on o r after January 30, 2016, we may redeem, in who le o r in part, the

Series C Preferred Shares at a redemption price o f $25.00 per share plus an
amount equal to  all accumulated and unpaid dividends thereon to  the date  o f
redemption, whether o r no t declared. Any such redemption would be effected
only out o f funds legally available  fo r such purpose. We must provide no t less
than 15 days’ and no t more than 60 days’ written no tice o f any such redemption.

Our failure  to  redeem all the Series C Preferred Shares on o r prio r to  January 30,
2017, whether o r no t our board o f directo rs has autho rized any such redemption
and whether o r no t such redemption is legally permissible  o r is prohibited by any
agreement to  which we are  subject, shall constitute  a “Failure  to  Redeem.”

 
Voting  Rights Holders o f the Series C Preferred Shares generally have no  vo ting  rights.

However, if and whenever dividends payable  on the Series C Preferred Shares are
in arrears fo r six o r more quarterly periods, whether o r no t consecutive, ho lders
o f Series C Preferred Shares (vo ting  together as a c lass with all o ther c lasses o r
series o f preferred stock upon which like vo ting  rights have been conferred and
are exercisable) will be entitled to  elect one additional directo r to  serve on our
board o f directo rs until we pay, o r declare  and set apart fo r payment, all
cumulative dividends on the Series C Preferred Shares.
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Unless (1) after g iving  pro  fo rma effect to  the payment o f any dividend
arrearages on the Series C Preferred Shares, we would be in compliance with the
covenant described under “Description o f Series C Preferred Shares—Certain
Covenants—Limitation on Non-Convertible  Preferred Stock,” and (2) we have
received the affirmative vo te  o r consent o f the ho lders o f at least two-thirds o f
the outstanding  Series C Preferred Shares, vo ting  as a sing le  class, we may no t
issue any Parity Securities o r Senio r Securities (o ther than Series A Preferred
Shares that are  (i) autho rized fo r issuance on the initial issue date  o f the Series C
Preferred Shares and (ii) issued as dividends in respect o f Series A Preferred
Shares outstanding  on the initial issue date  o f the Series C Preferred Shares o r
issued as dividends thereafter) if the cumulative dividends payable  on outstanding
Series C Preferred Shares are  in arrears.

 
Covenants and Cross Defaults We will be subject to  certain covenants with respect to  the Series C Preferred

Shares, including :
 
 (a) Restric ting  To tal Borrowings to  less than 75% of To tal Assets;
 

 
(b) No t permitting  our Non-Convertible  Preferred Stock Ratio  to  exceed

33.33%;
 
 (c) Maintaining  a Net Worth to  Preferred Stock Ratio  o f at least 2.00; and
 

 
(d) Mandato ry conversion o f all outstanding  Series A Preferred Shares

on o r prio r to  March 31, 2014 .

Our failure  to  comply with clauses (a), (b) o r (c) above, if such failure  continues unremedied fo r 120 days, o r our failure  to  comply
with clause (d) above, if such failure  continues unremedied fo r 30 days, shall constitute  a “Covenant Default.”

A default by us under any Credit Facility (as defined under “Description o f Series
C Preferred Shares—Dividends—Increase in Base Dividend Rate  Fo llowing  a
Covenant Default, Cross Default, Dividend Payment Default o r Failure  to
Redeem”) shall constitute  a “Cross Default” if such default (a) is caused by a
failure  to  pay principal o f, o r interest o r premium, if any, on outstanding
indebtedness under the Credit Facility (o ther than non-recourse indebtedness o f
any subsidiary) prio r to  the expiration o f the g race period fo r payment o f such
indebtedness set fo rth in such Credit Facility, o r (b) results in the acceleration o f
such indebtedness prio r to  its maturity, and in each case, the principal amount o f
any such indebtedness, together with the principal amount o f any o ther such
indebtedness under which there  has been a payment default o r the maturity o f
which has been so  accelerated, agg regates $25 million o r more.

 
 We will also  provide certain info rmation to  ho lders o f Series C Preferred Shares during  the period o f any Cross Default.
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For definitions o f capitalized terms used in the bullets above, please read
“Description o f Series C Preferred Shares—Certain Covenants—Certain
Definitions and Interpretations.”

 
Fixed Liquidation Price If we liquidate , disso lve o r wind-up, ho lders o f the Series C Preferred Shares will

have the right to  receive $25.00 per share plus an amount equal to  all accumulated
and unpaid dividends thereon to  the date  o f payment, whether o r no t declared,
befo re any payments are  made to  ho lders o f our common stock o r o ther junio r
securities.

 
Sinking  Fund The Series C Preferred Shares will no t be subject to  any sinking  fund

requirements. Please read “Description o f Series C Preferred Shares—No
Sinking  Fund.”

 
Use o f Proceeds We intend to  use the net proceeds o f the sale  o f the Series C Preferred Shares,

which are  expected to  to tal approximately $240,606,000 million, fo r general
co rporate  purposes, which may include making  vessel acquisitions o r
investments. Pending  the application o f funds fo r these purposes, we may repay
a po rtion o f our outstanding  debt under certain o f our revo lving  credit facilities.
Please read “Use o f Proceeds.”

 
Ratings The securities will no t be rated by any Nationally Recognized Statistical Rating

Organization.
 
Listing We intend to  file  an application to  list the Series C Preferred Shares on the New

York Stock Exchange, o r NYSE. If the application is approved, trading  o f the
Series C Preferred Shares on the NYSE is expected to  beg in within 30 days after
the o rig inal issue date  o f the Series C Preferred Shares. The underwriters have
advised us that they intend to  make a market in the Series C Preferred Shares prio r
to  commencement o f any trading  on the NYSE. However, the underwriters will
have no  obligation to  do  so , and no  assurance can be g iven that a market fo r the
Series C Preferred Shares will develop prio r to  commencement o f trading  on the
NYSE o r, if developed, will be maintained.

 
Tax Considerations We believe that under current U.S. federal income tax law, all o r a po rtion o f the

distributions you receive from us will constitute  dividends and, if you are  an
individual c itizen o r resident o f the United States o r a U.S. estate  o r trust and
meet certain ho lding  period requirements, such dividends are  expected to  be
taxable  as “qualified dividend income” subject to  a maximum 15 percent U.S.
federal income tax rate  (currently through December 31, 2012). Any po rtion o f
your distribution that is no t treated as a dividend will be treated first as a non-
taxable  return o f capital to  the extent o f your tax basis in your Series C Preferred
Shares and, thereafter, as capital gain. Please read “Material U.S. Federal Income
Tax Considerations.”
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Form The Series C Preferred Shares will be issued and maintained in book-entry only

fo rm reg istered in the name o f the nominee o f The Deposito ry Trust Company,
o r DTC, except under limited circumstances.

 
Settlement Delivery o f the Series C Preferred Shares will be made against payment therefo r

on o r about January 28, 2011.
 
Conflict o f Interest We intend to  use the net proceeds from this o ffering  fo r general co rporate

purposes, which may include vessel acquisitions o r investments. Pending  the
application o f funds fo r these purposes, we may repay a po rtion o f our
outstanding  debt under certain o f our revo lving  credit facilities. Certain o f the
underwriters o r their affiliates may receive proceeds from this o ffering  if they are
lenders under our credit facilities. Because this o ffering  is being  made in
compliance with the requirements o f Rule 5121 o f the Financial Industry
Regulato ry Authority, Inc., o r FINRA, a qualified independent underwriter is no t
required.

An investment in our Series C Preferred Shares invo lves risks. You should consider carefully the facto rs set fo rth in the
section o f this prospectus entitled “Risk Facto rs” beg inning  on page S-20 o f this prospectus supplement and on page 5 o f the
accompanying  base prospectus to  determine whether an investment in our Series C Preferred Shares is appropriate  fo r you.
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Summary Historical Financial and Operating  Data

The fo llowing  table  presents, in each case fo r the periods and as at the dates indicated, our summary histo rical financial
and operating  data.

The summary histo rical financial and operating  data has been prepared on the fo llowing  basis:
 

 

•  The histo rical financial and operating  data as at and fo r the years ended December 31, 2009 and 2008 is derived from
our audited conso lidated financial statements and the no tes thereto , which are  contained in our Annual Report on
Form 20-F fo r the year ended December 31, 2009, filed with the Securities and Exchange Commission, o r the SEC,
on March 19, 2010 and inco rporated by reference into  this prospectus.

 

 
•  The histo rical financial and operating  data as at and fo r the year ended December 31, 2007 is derived from our

audited conso lidated financial statements and the no tes thereto , which are  contained in our Annual Report on Form
20-F fo r the year ended December 31, 2008, filed with the SEC on March 31, 2009.

 

 
•  The histo rical financial and operating  data as at and fo r the nine months ended September 30, 2010 and 2009 is

derived from our unaudited interim conso lidated financial statements and the no tes thereto , which are  contained in
our Report on Form 6-K filed with the SEC on October 28, 2010, and inco rporated by reference into  this prospectus.

The fo llowing  table  should be read together with, and is qualified in its entirety by reference to , our financial statements
and the no tes thereto  inco rporated by reference into  this prospectus, as well as the no tes to  the table  in the section o f this
prospectus entitled “Selected Histo rical Financial and Operating  Data.”
 

   Ye ar Ende d De c e mbe r 31,   
Nine  Months  Ende d

S e pte mbe r 30,  
   2009   2008   2007   2010   2009  
Statements o f operations data

(in thousands o f do llars):       
Revenue   $285,594    $ 229,405   $199,235   $ 289,265   $207,015  
Operating  expenses:       

Ship operating    80,162    54 ,416    46,174     78,269    57,730  
Depreciation    69,996    57,448    50,162    71,302    50,969  
General and administrative    7,968    8,895    6,006    6,885    6,058  

Operating  earnings    127,468    108,646    96,893    132,809    92,258  
Other expenses (income):       

Interest expense    21,194     33,035    34 ,062    20,272    15,802  
Change in fair value o f financial instruments    (46,450)   268,575    72,365    336,547    76  
Interest income    (311)   (694)   (4 ,074)   (41)   (270) 
Write-o ff on debt refinancing    —    —    635    —    —  
Undrawn credit facility fee    4 ,641    5,251    3,057    3,072    3,512  
Amortization o f deferred charges    2,042    1,825    1,256    2,296    1,476  
Other    1,100    —    —    —    1,100  

Net earnings (lo ss)   $145,252   $(199,346)  $(10,408)  $(229,337)  $ 70,562  
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   Ye ar Ende d De c e mbe r 31,   
Nine  Months  Ende d

S e pte mbe r 30,  
   2009   2008   2007   2010   2009  
Statements o f cash flows data

(in thousands o f do llars):       
Cash flows provided by (used in):       
Operating  activities   $ 94 ,576   $ 124 ,752   $ 113,168   $ 97,673   $ 64 ,780  
Financing  activities    312,059    523,181    1,022,443    514 ,037    238,867  
Investing  activities    (409,520)   (634 ,782)   (1,104 ,704)   (598,401)   (335,903) 
Balance sheet data (at period

end, in thousands o f do llars):       
Cash and cash equivalents   $ 133,400   $ 136,285   $ 123,134    $ 146,709   $ 104 ,029  
Vessels    3,485,350    3,126,489    2,424 ,253    4 ,082,881    3,425,436  
To tal assets    3,664 ,447    3,296,872    2,576,901    4 ,289,564     3,569,927  
Long-term debt    1,883,146    1,721,158    1,339,438    2,370,446    1,824 ,300  
Share capital    679    668    575    689    677  
To tal shareho lder’s equity    1,059,566    746,360    862,326    850,653    966,594   
Other data:       
Number o f vessels in operation at

period end    42    35    29    53    41  
TEU capacity at period end    187,456    158,483    143,207    252,300    182,369  
Fleet utilization rate    99.7%   99.3%   99.0%   98.3%   99.8% 
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Ratio  o f Earnings to  Fixed Charges and Preference Dividends

The fo llowing  table  sets fo rth our ratio  o f earnings to  fixed charges and preference dividends fo r the periods presented:
 

 

  
Nine  Months

Ende d
S e pte mbe r 30,

2010

  Ye ar Ende d De c e mbe r 31,   
August  12

to
De c e mbe r 31,

2005  

 January 
1
to

August 11,
2005       2009    2008   2007   2006    

Ratio  o f earnings to  fixed charges and
preference dividends   —    2.6     —    0.5    2.6    6.9    2.0  

Do llar amount (in thousands) o f
deficiency in earnings to  fixed charges
and preference dividends   255,290   —     261,229    29,904     —    —    —  

 
(1) Represents data from our predecesso r, Seaspan Container Lines Limited, o r SCLL, fo r the period prio r to  our initial public

o ffering .
 
(2) For purposes o f calculating  the ratio s o f earnings to  fixed charges and preference dividends:
 

 
•  “earnings” consist o f pre-tax income from continuing  operations prepared under GAAP (which includes non-cash

unrealized gains and lo sses on derivative financial instruments) plus fixed charges, net o f capitalized interest and
capitalized amortization o f deferred financing  fees; and

 

 
•  “fixed charges” represent interest incurred (whether expensed o r capitalized) and amortization o f deferred financing

costs (whether expensed o r capitalized) and accretion o f discount.
 

 
•  “preference dividends” refers to  the amount o f pre-tax earnings that is required to  pay the cash dividends on

outstanding  preference securities and is computed as the amount o f the dividend divided by (1 minus the effective
income tax rate  applicable  to  continuing  operations).

The ratio  o f earnings to  fixed charges and preference dividends is a ratio  that we are  required to  present in this prospectus
supplement and has been calculated in acco rdance with SEC rules and regulations. This ratio  has no  application to  our credit and
lease facilities and Series C Preferred Shares, and we believe is no t a ratio  generally used by investo rs to  evaluate  our overall
operating  perfo rmance.
 
(3) The ratio  o f earnings to  fixed charges and preference dividends fo r this period was less than 1.0x.
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Recent Developments

Recently Completed Transactions

Non-Recourse Sale-leaseback Transaction

In October 2010, one o f our subsidiaries entered into  a sale-leaseback transaction fo r one o f our 13100 TEU newbuilding
vessels with an affiliate  o f Crédit Agrico le  CIB. This vessel is being  constructed by HHI and will be under a time charter with
COSCON. Upon delivery from HHI, the vessel will be purchased by the affiliate  o f Crédit Agrico le  CIB, and through an inter-
company operating  charter with our subsidiary, we will still time-charter the vessel to  COSCON in acco rdance with the terms o f our
o rig inal time charter. Our subsidiary’s obligations under the sale-leaseback arrangement are  non-recourse to  Seaspan Corporation.

Extension of Time Charter

In November 2010, CSCL Asia exercised its option to  extend the long-term time charter on one o f our 4250 TEU
vessels that it has sub-chartered, the CSAV Licanten, upon conclusion o f its initial 10-year term. We are  currently chartering  the
vessel to  CSCL Asia at a rate  o f $18,300 per day and the rate  fo r the option period increases to  $19,000 per day beg inning  July
2011, fo r a term that expires in July 2013.

Guarantee Reduction

One o f our who lly owned subsidiaries is the lessee under a lease facility used to  finance the acquisition o f five 4500 TEU
vessels. We provide a guarantee relating  to  the lease facility. In October 2010, we amended the lease facility to  provide that our
guarantee o f obligations under the lease facility is limited to  a significantly reduced fixed amount. As part o f this reduction, we
have placed $60.0 million in a deposit account over which the lesso r has a first prio rity security interest. Please read “Financing
Facilities—Our Lease Facilities.”

Potential Transactions

The following discussion of potential transactions or arrangements is prospective and is intended to benefit from the
protections described in the section in this prospectus supplement entitled “Forward-Looking Statements.” For any of the potential
transactions or arrangements described below, the transactions or arrangements may not be completed, and the terms of the
transactions and arrangements that are completed, if any, may differ materially from those described below.

Potential Non-Recourse Loan Facility Transaction

We are nego tiating  a transaction that would invo lve one o f our subsidiaries entering  into  a transaction with affiliates o f a
leading  Chinese and a Japanese bank fo r a non-recourse loan facility in an amount up to  $150 million relating  to  one o f our 13100
TEU newbuilding  vessels. The vessel is being  constructed by HHI and is currently financed with up to  $75 million under one o f our
revo lving  credit facilities. Upon delivery o f the vessel and through an inter-company operating  charter with our subsidiary, we will
still time-charter the vessel to  COSCON in acco rdance with the terms o f the o rig inal 12-year time charter. The subsidiary’s
indebtedness under the loan facility would be non-recourse to  Seaspan Corporation.

Potential Acquisition of Seaspan Management Services Limited and Change in Management Fees

Our Manager and certain o f its subsidiaries provide us with all o f our technical, administrative and strateg ic  services,
together with all o f our executive o fficers and employees. We are  in discussions with our
 

 
S-17



Table of  Contents

Manager about po tentially acquiring  all o r a po rtion o f our Manager. Please read “Related Party Transactions.” It is contemplated
that the purchase price would be paid in shares o f our capital stock o r cash, o r a combination thereo f.

We believe any such acquisition o f our Manager would increase our contro l over access to  the services our Manager
provides on a long-term basis. Additionally, the owners o f our Manager have proposed increases in existing  fees and the inclusion
of additional fees under the management ag reements, which they believe are  in line with current market rates. Under the
management ag reements, the fees fo r the technical services are  scheduled fo r renego tiation in December 2011. The conflic ts
committee o f our board o f directo rs is evaluating  these proposals with the assistance o f financial and legal adviso rs.

Fo r additional info rmation about the ag reements with our Manager that govern the services provided to  us, please read
“Our Manager and Management Related Agreements—Management Agreements.”

Potential New Employment Agreements and Lock-up Arrangement with CEO Gerry Wang

Our chief executive o fficer, Gerry Wang , has developed significant re lationships with key existing  and po tential
customers fo r containership chartering  opportunities. Pursuant to  an employment ag reement between Mr. Wang  and Seaspan Ship
Management Ltd., o r SSML, a subsidiary o f our Manager, Mr. Wang  has ag reed to  serve as chief executive o fficer o f SSML and
us. Mr. Wang’s employment contract is scheduled to  expire  in 2013 unless it is renewed. Mr. Wang , SSML and we are  discussing  a
new po tential employment ag reement between Mr. Wang  and SSML, and a separate  employment ag reement between Mr. Wang
and us. The proposed new employment terms would, among  o ther things, (a) significantly increase Mr. Wang’s compensation,
which primarily would include salary, cash and stock-based bonuses and incentives related to  fleet transactions and company
perfo rmance, (b) reduce the duration o f Mr. Wang’s non-competition covenant fo llowing  termination o f his employment and
(c) permit Mr. Wang  to  provide services to  a po tential investment vehicle  that would acquire  and charter out containerships (as
described below). The duration o f the new employment ag reements, which could be sho rter o r longer than the existing  term, are
subject to  nego tiation. Mr. Wang  would also  ag ree to  restric tions on the disposition o f a po rtion o f his equity ownership in us
fo llowing  termination o f his employment with us, with the amount and type o f equity subject to  such restric tions and the duration o f
such restric tions to  be mutually ag reed.

The conflic ts committee o f our board o f directo rs is evaluating  Mr. Wang’s proposal with the assistance o f financial and
legal adviso rs.

Potential Investment in Container Shipping Focused Investment Vehicle

We are considering  making  a po tential minority investment in an investment vehicle , o r the Vehicle , that a leading  private
equity firm contemplates establishing . If established, the Vehicle  would invest in container shipping  assets, primarily newbuilding
vessels strateg ic  to  China. Po tential partners in the Vehicle  would include, among  o thers, Tiger Group Investments Ltd. (which is
contro lled by our directo r Graham Porter), o r Tiger, and affiliates o f Dennis R. Washing ton o r o ther members o f the Washing ton
family. Our chief executive o fficer, Gerry Wang , would serve as chief executive o fficer o f the Vehicle . It is proposed that our
Manager and its subsidiaries would provide certain technical services fo r any vessels acquired by the Vehicle , and that Tiger and
Mr. Wang  would provide certain transactional, financial and adviso ry services to  the Vehicle . The conflic ts committee o f our board
of directo rs is evaluating  this po tential investment with the assistance o f financial and legal adviso rs and would nego tiate  any such
investment on our behalf.

We believe that our po tential capital commitment to  the Vehicle  would be approximately $75 million to  $100 million,
which we would fund over time. It is antic ipated that any investments by the Vehicle  would be made over a period o f approximately
five years. We also  antic ipate  that we would have a right o f first refusal fo r some nego tiated duration with respect to  any
containership asset opportunities that are  developed by the Vehicle .
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We believe that any investment by us in the Vehicle  could enhance our ability to  pursue current g rowth opportunities in the
container shipping  market by leverag ing  the Vehicle’s access to  capital and customer relationships. We also  believe that an
investment in the Vehicle  would allow us to  continue to  increase the scale  o f our business and realize  vo lume discounts fo r
newbuilding  o rders that we would no t o therwise be able  to  achieve.

If we invest in the Vehicle , we would amend our existing  omnibus ag reement to  permit our Manager, its subsidiaries, and
our applicable  affiliates as described above to  provide management services to  and invest in, directly o r indirectly, the Vehicle .
For additional info rmation about the omnibus ag reement, please read “Our Manager and Management Related Agreements—
Omnibus Agreement.”
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RISK FACTORS

Any investment in our Series C Preferred Shares invo lves a high deg ree o f risk. You should consider carefully the info rmation
contained in this prospectus supplement, the accompanying  base prospectus and the documents inco rporated by reference in this
document befo re making  an investment in shares o f our Series C Preferred Shares. If any o f these risks were to  occur, our business,
financial condition, operating  results o r ability to  pay dividends could be harmed, which may reduce our ability to  pay dividends o r
redeem, and lower the trading  price o f, our Series C Preferred Shares. You may lose all o r part o f your investment. In addition, we are
subject to  the fo llowing  risks and uncertainties:

Risks Inherent in Our Business

Our ability to obtain additional debt financing for future acquisitions of vessels may depend upon the performance of our then existing
charters and the creditworthiness of our customers.

The actual o r perceived credit quality o f our customers, and any defaults by them, may materially affect our ability to  obtain
funds we may require  to  purchase vessels in the future  o r may significantly increase our costs o f obtaining  such funds. Our inability to
obtain additional financing  at attractive costs, if at all, could harm our business, results o f operations, financial condition and ability to
pay dividends.

We will be required to make substantial capital expenditures to complete the acquisition of our newbuilding containerships and any
additional vessels we acquire in the future, which may result in increased financial leverage, dilution of our equity holders’ interests or
our decreased ability to pay dividends on or redeem our Series C Preferred Shares.

We have ag reed to  acquire  an additional 14  newbuilding  containerships with scheduled delivery dates through April 2012. We
have entered into  contracts to  purchase eight o f those containerships and lease financing  arrangements, under which we are  the lessee,
fo r six vessels. As o f December 31, 2010, the to tal purchase price o f the eight vessels remaining  to  be paid was estimated to  be
approximately $780.9 million. Our obligation to  purchase the eight vessels is no t conditional upon our ability to  obtain financing  fo r
such purchases. Under the terms o f our lease financing  arrangements fo r the remaining  six vessels, we may purchase the vessels at the
end o f their respective lease terms at a price approximately equal to  their fair market value at the end o f such lease terms fo r four o f
the vessels and at a fixed price per vessel and a per vessel price to  be determined fo r the remaining  two  vessels. Although we currently
intend to  purchase all six vessels, we may no t be able  to  purchase them on terms favorable  to  us o r at all.

To  fund o ther and future  capital expenditures, we intend to  use cash from operations, incur bo rrowings, raise  capital through
the sale  o f additional securities, enter into  o ther sale-leaseback o r financing  arrangements, o r use a combination o f these methods. Use
of cash from operations may reduce cash available  fo r dividends to  our shareho lders, including  ho lders o f our Series C Preferred
Shares. Incurring  additional debt may significantly increase our interest expense and financial leverage, and issuing  additional equity
securities may result in significant shareho lder dilution, which, subject to  the relative prio rity o f our equity securities, could negatively
affect our ability to  pay dividends. Our ability to  obtain o r access bank financing  o r to  access the capital markets fo r future  debt o r
equity financings may be limited by our financial condition at the time o f any such financing  o r o ffering  and covenants in our credit
facilities, as well as by adverse market conditions. Our failure  to  obtain funds fo r our capital expenditures at attractive rates, if at all,
could harm our business, results o f operations, financial condition and ability to  pay dividends.
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Over the long term, we will be required to make substantial capital expenditures to preserve the operating capacity of our fleet, which
could negatively affect our ability to pay dividends on or redeem our Series C Preferred Shares.

We must make substantial capital expenditures over the long-term to  preserve the operating  capacity o f our fleet. If,
however, we do  no t re tain funds in our business in amounts necessary to  preserve the operating  capacity o f our fleet, over the long-
term we will no t be able  to  continue to  refinance our indebtedness o r maintain our payment o f dividends. At some time in the future , we
will likely need to  retain additional funds, on an annual basis, to  provide reasonable  assurance o f maintaining  the operating  capacity o f
our fleet over the long-term. There are  several facto rs that will no t be determinable  fo r a number o f years, but which our board o f
directo rs will consider in future  decisions about the amount o f funds to  be retained in our business to  preserve our capital base. To  the
extent we use o r re tain available  funds to  make capital expenditures to  preserve the operating  capacity o f our fleet, there  will be less
funds available  to  pay dividends on o r redeem our Series C Preferred Shares.

Unless we set aside reserves or are able to borrow funds for vessel replacement at the end of a vessel’s useful life, our revenue will
decline.

Unless we maintain reserves o r are  able  to  bo rrow o r o therwise raise  funds fo r vessel replacement, we will be unable  to
replace the vessels in our fleet upon the expiration o f their remaining  useful lives. Our cash flows and income depend upon the revenues
earned by the chartering  o f our vessels to  customers. If we are  unable  to  replace the vessels in our fleet upon the expiration o f their
useful lives, our results o f operations, financial condition and ability to  pay dividends will be harmed. Additionally, any reserves set
aside fo r vessel replacement would no t be available  fo r dividends o r redemption o f Series C Preferred Shares.

Restrictive covenants in our credit and lease facilities impose financial and other restrictions on us, which may limit, among other
things, our ability to borrow funds under such facilities and our ability to pay dividends.

To borrow funds under our credit facilities, we must, among  o ther things, meet specified financial covenants. Fo r example,
we are  prohibited under our existing  credit facilities from incurring  to tal bo rrowings in an amount g reater than 65% of our to tal assets. In
addition, although our credit facilities do  no t contain traditional vessel market value covenants that require  us to  repay our facilities
so lely because the market value o f our vessels declines below a certain level, one o f our credit ag reements contains a loan-to -market-
value ratio  requirement that must be met befo re we can bo rrow funds under that facility. Based on a semi-annual valuation obtained in
December 2010 (which was on a without-charter basis as required by our credit facility), the decline in the market value o f the vessels
as a result o f the recent economic slowdown continues to  limit our ability to  bo rrow under the facility. We are  currently unable  to
borrow the remaining  approximately $267 million o therwise available  under the facility. In addition, under this facility, there  are  certain
circumstances that could require  us to  prepay a po rtion o f the outstanding  loan o r provide additional acceptable  security in o rder to
meet the bo rrowing  base ratio  requirement. One o f these circumstances includes the termination o r expiration o f a specified
percentage o f charters if we do  no t find suitable  charterers o r nego tiate  charter terms acceptable  to  our lenders. During  2011, the
charters fo r four o f our vessels will expire , and if we are  unable  to  obtain extensions o f these charters o r replacement charters
acceptable  to  our lenders fo r at least three o f such vessels, we could trigger the bo rrowing  base ratio  requirement.

To  the extent we are  no t able  to  satisfy the requirements in our credit facilities, we may no t be able  to  bo rrow additional funds
under the facilities, and if we are  no t in compliance with specified financial ratio s o r o ther requirements, we may be in breach o f the
facilities, which could require  us to  repay outstanding  amounts. We may also  be required to  prepay amounts bo rrowed under our credit
facilities if we, o r in certain circumstances, our customers, experience a change o f contro l.
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Our credit and lease facilities impose operating  and financial restric tions on us and require  us to  comply with certain financial
covenants. These restric tions and covenants limit our ability to , among  o ther things:
 

 
•  except in the case o f the lease facilities, pay dividends if an event o f default has occurred and is continuing  under one o f

our credit facilities o r if the payment o f the dividend would result in an event o f default;
 
 •  incur additional indebtedness under the credit facilities o r o therwise, including  through the issuance o f guarantees;
 
 •  change the flag , c lass o r management o f our vessels;
 
 •  create  liens on our assets;
 
 •  sell our vessels without replacing  such vessels o r prepaying  a po rtion o f our loan;
 
 •  conduct material transactions with our affiliates except on an arm’s-leng th basis;
 
 •  merge o r conso lidate  with, o r transfer all o r substantially all our assets to , ano ther person; o r
 
 •  change our business.

According ly, we may need to  seek consent from our lenders o r lesso rs in o rder to  engage in some co rporate  actions. The
interests o f our lenders o r lesso rs may be different from ours, and we may be unable  to  obtain our lenders’ o r lesso rs’ consent when
and if needed. If we do  no t comply with the restric tions and covenants in our credit ag reements o r lease ag reements, our results o f
operations, financial condition and ability to  pay dividends will be harmed.

We may not be able to timely repay or be able to refinance any indebtedness incurred under our credit facilities.

We intend to  substantially finance our fleet expansion with secured indebtedness drawn under our existing  o r future  credit o r
lease facilities. We have significant repayment obligations under our credit and lease facilities, bo th prio r to  and at maturity. The earliest
maturity date  o f our current credit facilities is 2015, and we intend to  refinance amounts drawn under our existing  o r future  credit
facilities with replacement facilities, the net proceeds o f future  debt o r equity o fferings, o r a combination thereo f. If we are  no t able  to
refinance outstanding  indebtedness at an interest rate  o r on terms acceptable  to  us, o r at all, we will have to  dedicate  a significant
po rtion o f our cash flow from operations to  repay such indebtedness. If we are  no t able  to  satisfy these obligations (whether o r no t
refinanced) under our credit o r lease facilities with cash flow from operations, we may have to  seek alternative financing  plans, which
may no t be available  on terms attractive to  us o r at all. If we are  unable  to  meet our debt obligations, o r if we o therwise default under
our credit facilities, our lenders could declare  all outstanding  indebtedness to  be immediately due and payable  and fo reclose on the
vessels securing  such indebtedness. The market value o f our vessels, which fluctuates with market conditions, will also  affect our
ability to  obtain financing  o r refinancing  as vessels serve as co llateral fo r loans. Lower vessel values at the time o f any financing  o r
refinancing  may reduce the amounts o f funds we may bo rrow.
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Our substantial debt levels and vessel lease obligations may limit our flexibility in obtaining additional financing and in pursuing
other business opportunities.

As o f December 31, 2010, we had approximately $2.4  billion outstanding  on our credit facilities and lease obligations o f
approximately $543.0 million. These amounts outstanding  under our credit facilities and our lease obligations will increase further
fo llowing  the completion o f our acquisition o f the 14  newbuilding  containerships that we have contracted to  purchase and lease. Our
level o f debt and vessel lease obligations could have important consequences to  us, including  the fo llowing :
 

 
•  our ability to  obtain additional financing , if necessary, fo r working  capital, capital expenditures, acquisitions o r o ther

purposes may be impaired o r such financing  may no t be available  on favorable  terms;
 

 
•  we may need to  use a substantial po rtion o f our cash from operations to  make principal and interest payments on our

debt o r make our lease payments, reducing  the funds that would o therwise be available  fo r operations, future  business
opportunities and dividends to  our shareho lders;

 

 
•  our debt level could make us more vulnerable  than our competito rs with less debt to  competitive pressures o r a

downturn in our business o r the economy generally; and
 
 •  our debt level may limit our flexibility in responding  to  chang ing  business and economic conditions.

Our ability to  service our debt and vessel lease obligations will depend upon, among  o ther things, our financial and operating
perfo rmance, which will be affected by prevailing  economic conditions and financial, business, regulato ry and o ther facto rs, some o f
which are  beyond our contro l. If our operating  results are  no t suffic ient to  service our current o r future  indebtedness and vessel lease
obligations, we will be fo rced to  take actions such as reducing  dividends, reducing  o r delaying  our business activities, acquisitions,
investments o r capital expenditures, selling  assets, restructuring  o r refinancing  our debt, o r seeking  additional equity capital o r
bankruptcy pro tection. We may no t be able  to  effect any o f these remedies on satisfacto ry terms, o r at all.

Future disruptions in global financial markets and economic conditions or changes in lending practices may harm our ability to obtain
financing on acceptable terms, which could hinder or prevent us from meeting our capital needs.

Global financial markets and economic conditions in recent years were disrupted and vo latile . The debt and equity capital
markets were exceeding ly distressed, and it was difficult generally to  obtain financing  and the cost o f any available  financing  increased
significantly. If g lobal financial markets and economic conditions significantly deterio rate  in the future , we may be unable  to  obtain
adequate  funding  under our current credit facilities because our lenders may be unwilling  o r unable  to  meet their funding  obligations o r
we may no t be able  to  obtain funds at the interest rate  ag reed in our credit facilities due to  market disruption events o r increased costs.
Such deterio ration may also  cause lenders to  be unwilling  to  provide us with new financing  to  the extent needed to  fund our ongo ing
operations and g rowth. In addition, in recent years, the number o f lenders fo r shipping  companies has decreased and ship-funding
lenders have generally lowered their loan-to -value ratio s and sho rtened loan terms and accelerated repayment schedules. These facto rs
may hinder our ability to  access financing .

If financing  o r refinancing  is no t available  when needed, o r is available  only on unfavorable  terms, we may be unable  to  meet
our obligations as they come due o r we may be unable  to  implement our g rowth strategy, complete  acquisitions o r o therwise take
advantage o f business opportunities o r respond to  competitive pressures, any o f which could harm our business, results o f operations,
financial condition and ability to  pay dividends.
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The business and activity levels of many of our customers, shipbuilders and related parties and their respective abilities to fulfill their
obligations under agreements with us, including payments for the charter of our vessels, may be hindered by any deterioration in the
credit markets.

Our current vessels are , and those that we will acquire  will be, primarily chartered to  customers under long-term time charters.
Payments to  us under those charters are  and will be our so le  source o f operating  cash flow. Many o f our customers finance their
activities through cash flow from operations, the incurrence o f debt o r the issuance o f equity. During  the recent financial and economic
crises, there  occurred a significant decline in the credit markets and the availability o f credit. Additionally, the equity value o f many o f
our customers substantially declined during  that period. The combination o f a reduction o f cash flow resulting  from declines in world
trade, a reduction in bo rrowing  bases under reserve-based credit facilities and the lack o f availability o f debt o r equity financing
po tentially reduced the ability o f our customers to  make charter payments to  us. Any recurrence o f the significant financial and
economic disruption o f the last few years could result in similar effects on our customers o r o ther third parties with which we do
business, which in turn could harm our business, results o f operations, financial condition and ability to  pay dividends.

Similarly, the shipbuilders with whom we have contracted may be affected by future  instability o f the financial markets and
o ther market conditions, including  with respect to  the fluctuating  price o f commodities and currency exchange rates. In addition, the
refund guaranto rs under our shipbuilding  contracts (which are  banks, financial institutions and o ther credit agencies that guarantee, under
certain circumstances, the repayment o f installment payments we make to  the shipbuilders), may also  be negatively affected by
adverse financial market conditions in the same manner as our lenders and, as a result, be unable  o r unwilling  to  meet their obligations to
us due to  their own financial condition. If our shipbuilders o r refund guaranto rs are  unable  o r unwilling  to  meet their obligations to  us, this
will harm our fleet expansion and may harm our business, results o f operations, financial condition and ability to  pay dividends.

We will be paying all costs for the eight newbuilding vessels that we have contracted to purchase and have incurred borrowings to fund,
in part, installment payments under the relevant shipbuilding contracts. If any of these vessels are not delivered as contemplated, we
may be required to refund all or a portion of the amounts we borrowed.

The construction period currently required fo r a newbuilding  containership similar to  those we have o rdered is approximately
one year. Fo r each o f the newbuilding  vessels that we have ag reed to  purchase, we are  required to  make certain payment installments,
each rang ing  from approximately 5% to  20% of the to tal contracted purchase price fo r each vessel, as well as a final installment
payment, generally equal to  approximately 50% of the to tal vessel purchase price. We have entered into  long-term credit facilities to
partially fund the construction o f these vessels. We are  required to  make these payments to  the shipbuilder and to  pay the debt service
cost under the credit facilities in advance o f receiving  any revenue under the time charters fo r the vessels, which commences fo llowing
delivery o f the vessels. As a result, these costs reduce our operating  results during  vessel construction.

If a shipbuilder is unable  to  deliver a vessel o r if we o r one o f our customers rejects a vessel, we may be required to  repay a
portion o f the outstanding  balance o f the relevant credit facility. Such an outcome could harm our results o f operations, financial
condition and ability to  pay dividends.

We are relying on the lessors under finance leasing arrangements to pay an aggregate amount of up to $700 million of the construction
cost for seven newbuilding vessels that we have agreed to lease upon delivery of the vessels. If a lessor fails to make its payments under
these arrangements, we may be required to finance the construction of these vessels before they begin generating revenue.

In 2007 we entered into  vessel construction contracts to  purchase five 4500 TEU newbuilding  vessels from Samsung . Also  in
2007, we entered into  vessel construction contracts to  purchase two  13100 TEU vessels from HHI. The construction costs o f these
seven vessels are  financed through three sale-leaseback transactions. If
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the lesso r under any o f these ag reements becomes inso lvent o r o therwise fails to  continue to  make construction payments fo r any o f
the vessels, we may need to  finance such vessel through alternative arrangements befo re it beg ins operating  and generating  revenue.
In such a case, we canno t assure you that we would be able  to  enter into  alternative arrangements on terms favorable  to  us, if at all,
which could harm our results o f operations, financial condition o r ability to  pay dividends. Please read “Financing  Facilities—Our Lease
Facilities.”

We derive our revenue from a limited number of customers, and the loss of any of such customers would harm our revenue and cash
flow.

The fo llowing  table  shows the number o f vessels in our operating  fleet that are  chartered to  our e ight current customers and
the percentage o f our to tal containership revenue attributable  to  the charters fo r the nine months ended September 30, 2010:
 

Custome r   

Numbe r of Ve sse ls  in our
O pe rating Fle e t Charte re d to  suc h

Custome r    

Pe rc e ntage  of T otal
Containe rship Re ve nue  for the  nine  months  e nde d

S e pte mbe r 30, 2010  
CSCL Asia    22     40.6% 
HL USA    9     15.1% 
COSCON    7     14 .9% 
MOL    4      10.8% 
Others    11     18.6% 
To tal    53     100.0% 

All o f our vessels are  chartered under long-term time charters, and customer payments are  our primary source o f operating
cash flow. The lo ss o f any o f these charters o r any material decrease in payments thereunder could materially harm our business, results
o f operations, financial condition and ability to  pay dividends.

Under some circumstances, we could lo se a time charter o r payments under the charter if:
 

 
•  the customer fails to  make charter payments because o f its financial inability, disag reements with us, defaults on a

payment o r o therwise;
 

 
•  at the time o f delivery, the vessel subject to  the time charter differs in its specifications from those ag reed upon under

the shipbuilding  contract with each o f the relevant shipbuilders; o r
 

 

•  the customer exercises certain limited rights to  terminate  the charter, including  (a) if the ship fails to  meet certain
guaranteed speed and fuel consumption requirements and we are  unable  to  rectify the situation o r o therwise reach a
mutually acceptable  settlement and (b) under some charters, if we undertake a change o f contro l to  which the customer
does no t consent and if the vessel is unavailable  fo r operation fo r certain reasons fo r a specified period o f time, o r if
delivery o f a newbuilding  is delayed fo r a pro longed period.

Any recurrence o f the significant financial and economic disruption o f the last few years could result in our customers being
unable to  make charter payments to  us in the future  o r seeking  to  amend the terms o f our charters. Any such event could harm our
business, results o f operations, financial condition and ability to  pay dividends.

Our growth depends upon continued growth in demand for containerships.

Our g rowth will generally depend on continued g rowth in world and reg ional demand fo r containership chartering . The ocean-
go ing  shipping  container industry is bo th cyclical and vo latile  in terms o f charter hire  rates and pro fitability. Containership charter rates
peaked in 2005 and generally stayed strong  until the middle  o f 2008, when the effects o f the recent economic crisis began to  affect
g lobal container trade. Rates fell significantly in 2009 into  early 2010 to  levels below those in 2001. Rates rose throughout 2010, albeit
to  levels below histo rical averages. In the future , rates may moderate  o r continue to  fluctuate . Fluctuations in containership charter rates
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result from changes in the supply and demand fo r vessel capacity and changes in the supply and demand fo r the majo r products
internationally transported by containerships. The facto rs affecting  the supply and demand fo r containerships and supply and demand
fo r products shipped in containers are  outside o f our contro l, and the nature, timing  and deg ree o f changes in industry conditions are
unpredictable .

Facto rs that influence demand fo r containership capacity include, among  o thers:
 
 •  supply and demand fo r products suitable  fo r shipping  in containers;
 
 •  changes in g lobal production o f products transported by containerships;
 

 
•  seaborne and o ther transportation patterns, including  the distances over which container cargoes are  transported and

changes in such patterns and distances;
 
 •  the g lobalization o f manufacturing ;
 
 •  g lobal and reg ional economic and po litical conditions;
 
 •  developments in international trade;
 
 •  environmental and o ther regulato ry developments;
 
 •  currency exchange rates; and
 
 •  weather.

Facto rs that influence the supply o f containership capacity include, among  o thers:
 
 •  the number o f newbuilding  o rders and deliveries;
 
 •  the extent o f newbuilding  vessel deferrals;
 
 •  the scrapping  rate  o f o lder containerships;
 
 •  containership owner access to  capital to  finance the construction o f newbuildings;
 
 •  charter rates and the price o f steel and o ther raw materials;
 
 •  changes in environmental and o ther regulations that may limit the useful life  o f containerships;
 
 •  the number o f containerships that are  slow-steaming  o r extra slow-steaming  to  conserve fuel;
 
 •  the number o f containerships that are  out o f service, idle  o r laid out o f service; and
 
 •  port congestion and canal c losures.

Our ability to  recharter our containerships upon the expiration o r termination o f their current time charters and the charter rates
payable  under any renewal o r replacement charters will depend upon, among  o ther things, the then current state  o f the containership
market. The existing  time charters fo r ten o f our vessels will expire  (excluding  options to  extend) befo re 2013. If charter rates are  low
when our existing  time charters expire , we may be required to  recharter our vessels at reduced rates o r even possibly a rate  whereby
we incur a lo ss, which would harm our operating  results. The same issues will exist if we acquire  additional vessels and seek to  charter
them under long-term time charter arrangements as part o f our g rowth strategy.
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Forty of the vessels in our current or contracted fleet are or will be chartered to Chinese customers. The legal system in China is not
fully developed and has inherent uncertainties that could limit the legal protections available to us, and the geopolitical risks
associated with chartering vessels to Chinese customers could harm our results of operations, financial condition and ability to pay
dividends.

As o f December 31, 2010, 22 o f the 69 vessels in our current o r contracted fleet are  chartered to  CSCL Asia, and 18 vessels
are  o r will be chartered to  COSCON. CSCL Asia and COSCON are subsidiaries o f Chinese companies. Our vessels that are  chartered to
Chinese customers are  subject to  various risks as a result o f uncertainties in Chinese law, including  (a) the risk o f lo ss o f revenues,
property o r equipment as a result o f expropriation, nationalization, changes in laws, exchange contro ls, war, insurrection, c ivil unrest,
strikes o r o ther po litical risks and (b) being  subject to  fo reign laws and legal systems and the exclusive jurisdiction o f Chinese courts
and tribunals. The Chinese legal system is based on written statutes and their legal interpretation by the standing  Committee o f the
National People’s Congress. Prio r court decisions may be cited fo r reference but have limited precedential value. Since 1979, the
Chinese government has been developing  a comprehensive system o f laws and regulations dealing  with economic matters such as
fo reign investment, co rporate  o rganization and governance, commerce, taxation and trade. However, because these laws and
regulations are  relatively new, and because o f the limited vo lume o f published cases and their non-binding  nature, interpretation and
enfo rcement o f these laws and regulations invo lve uncertainties. If we are  required to  commence legal proceedings against a bank, a
customer o r a charter guaranto r based in China with respect to  the provisions o f a credit facility, a time charter o r a time charter
guarantee, we may have difficulties in enfo rcing  any judgment obtained in such proceedings in China. Similarly, our shipbuilders based
in China provide warranties against certain defects fo r the vessels that they will construct fo r us and refund guarantees from a Chinese
financial institution fo r the installment payments that we will make to  them. Although the shipbuilding  contracts and refund guarantees are
governed by Eng lish law, if we are  required to  commence legal proceedings against these shipbuilders o r against the refund guaranto r,
we may have difficulties enfo rcing  in China any judgment obtained in such proceeding .

A decrease in the level of China’s export of goods or an increase in trade protectionism will harm our customers’ business and, in turn,
harm our business, results of operations and ability to pay dividends.

China exports considerably more goods than it imports. Most o f our customers’ container shipping  business revenue is
derived from the shipment o f goods from the Asia Pacific  reg ion, primarily China, to  various overseas export markets, including  the
United States and Europe. Any reduction in o r hindrance to  the output o f China-based exporters could negatively affect the g rowth rate
o f China’s exports and our customers’ business. Fo r instance, the government o f China has recently implemented economic po licies
aimed at increasing  domestic  consumption o f Chinese-made goods. This may reduce the supply o f goods available  fo r export and
may, in turn, result in a decrease in shipping  demand.

Our international operations expose us to  the risk that increased trade pro tectionism will harm our business. If g lobal
economic challenges exist, governments may turn to  trade barriers to  pro tect their domestic  industries against fo reign imports,
thereby depressing  shipping  demand. Specifically, increasing  trade pro tectionism in the markets that our customers serve has caused
and may continue to  cause an increase in (a) the cost o f goods exported from China, (b) the leng th o f time required to  deliver goods
from China and (c) the risks associated with exporting  goods from China. Such increases may also  affect the quantity o f goods to  be
shipped, shipping  time schedules, voyage costs and o ther associated costs.

Any increased trade barriers o r restric tions on trade, especially trade with China and Asia, would harm our customers’
business, operating  results and financial condition and could thereby affect their ability to  make timely charter hire  payments to  us and
to  renew and increase the number o f their time charters with us. This could harm our results o f operations, financial condition and ability
to  pay dividends.
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Future adverse economic conditions globally, and especially in the Asia Pacific region, the European Union or the United States, could
harm our business, financial condition, results of operations and ability to pay dividends.

The g lobal economy recently experienced disruption and vo latility fo llowing  adverse changes in g lobal capital markets. The
deterio ration in the g lobal economy caused, and any renewed deterio ration may cause, a decrease in worldwide demand fo r certain
goods and shipping . Economic instability in the future  could harm our business, financial condition, results o f operations and ability to
pay dividends.

In particular, because a significant number o f the po rt calls made by our vessels invo lves the loading  o r discharg ing  o f
containerships in po rts in the Asia Pacific  reg ion, economic turmoil in that reg ion may exacerbate  the effect o f any economic
slowdown on us. In recent years, China has been one o f the world’s fastest g rowing  economies in terms o f g ross domestic  product,
which has increased the demand fo r shipping . Like the rest o f the world, however, China recently experienced slowed o r negative
economic g rowth and this trend could return. Our business, results o f operations, financial condition and ability to  pay dividends will
likely be harmed by any significant economic downturn in the Asia Pacific  reg ion, including  China, o r in the European Union o r the United
States.

Our growth and our ability to recharter our vessels depends on our ability to expand relationships with existing customers and develop
relationships with new customers, for which we will face substantial competition.

We intend to  acquire  additional containerships as market conditions allow in conjunction with entering  primarily into  additional
long-term, fixed-rate  time charters fo r such ships, and to  recharter our existing  vessels fo llowing  the expiration o f their current long-
term time charters to  the extent we retain those vessels in our fleet. The existing  time charters fo r ten o f our vessels will expire
(excluding  options to  extend) befo re 2013. The process o f obtaining  new long-term time charters is highly competitive and generally
invo lves an intensive screening  process and competitive bids, and o ften extends fo r several months. Container shipping  charters are
awarded based upon a variety o f facto rs relating  to  the vessel operato r, including , among  o thers:
 
 •  shipping  industry relationships and reputation fo r customer service and safety;
 
 •  container shipping  experience and quality o f ship operations, including  cost effectiveness;
 
 •  quality and experience o f seafaring  crew;
 
 •  the ability to  finance containerships at competitive rates and the ship owner’s financial stability generally;
 
 •  relationships with shipyards and the ability to  get suitable  berths;
 

 
•  construction management experience, including  the ability to  obtain on-time delivery o f new ships acco rding  to

customer specifications;
 

 
•  willingness to  accept operational risks pursuant to  the charter, such as allowing  termination o f the charter fo r fo rce

majeure events; and
 
 •  competitiveness o f the bid in terms o f overall price.

Competition fo r providing  new containerships fo r chartering  purposes comes from a number o f experienced shipping
companies, including  direct competition from o ther independent charter owners and indirect competition from state-sponso red and
o ther majo r entities with their own fleets. Some o f our competito rs have significantly g reater financial resources than we do  and can
operate  larger fleets and may be able  to  o ffer
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better charter rates. An increasing  number o f marine transportation companies have entered the containership secto r, including  many
with strong  reputations and extensive resources and experience in the marine transportation industry. This increased competition may
cause g reater price competition fo r time charters. As a result o f these facto rs, we may be unable  to  expand our relationships with
existing  customers o r to  develop relationships with new customers on a pro fitable  basis, if at all, which would harm our business, results
o f operations, financial condition and ability to  pay dividends.

If a more active short-term or spot container shipping market develops, we may have more difficulty entering into long-term, fixed-rate
time charters and our existing customers may begin to pressure us to reduce our charter rates.

One o f our principal strateg ies is to  enter into  long-term, fixed-rate  time charters. As more vessels become available  fo r the
spo t o r sho rt-term market, we may have difficulty entering  into  additional long-term, fixed-rate  time charters fo r our vessels due to  the
increased supply o f vessels and possibly lower rates in the spo t market. As a result, our cash flow may be subject to  instability in the
long  term. A more active sho rt-term o r spo t market may require  us to  enter into  charters based on chang ing  market prices, as opposed
to  contracts based on a fixed rate , which could result in a decrease in our cash flow in periods when the market price fo r container
shipping  is depressed o r insuffic ient funds are  available  to  cover our financing  costs fo r re lated vessels. In addition, the development
o f an active sho rt-term o r spo t container shipping  market could affect rates under our existing  time charters as our current customers
may beg in to  pressure us to  reduce our rates.

We may be unable to make or realize expected benefits from acquisitions or investments, and implementing our growth strategy
through acquisitions of existing businesses or vessels or investments in other containership businesses may harm our business, results of
operations, financial condition and ability to pay dividends.

Our g rowth strategy includes selectively acquiring  new containerships, existing  containerships, containership-related assets
and container shipping  business as market conditions allow. We may also  invest in o ther containership businesses. Facto rs that may limit
the number o f acquisition o r investment opportunities in the containership industry include the ability to  access capital to  fund such
transactions, the overall economic environment and the status o f g lobal trade and the ability to  secure long-term, fixed-rate  charters.

Any acquisition o f o r investment in a vessel o r business may no t be pro fitable  to  us at o r after the time we acquire  o r make it
and may no t generate  cash flow suffic ient to  justify our investment. In addition, our acquisition g rowth strategy exposes us to  risks that
may harm our business, financial condition and operating  results, including  risks that we may:
 
 •  fail to  realize  antic ipated benefits, such as new customer relationships, cost savings o r cash flow enhancements;
 

 
•  be unable , through our Manager, to  hire , train o r re tain qualified sho re and seafaring  personnel to  manage and operate  our

g rowing  business and fleet;
 

 
•  decrease our liquidity by using  a significant po rtion o f our available  cash o r bo rrowing  capacity to  finance acquisitions o r

investments;
 
 •  incur o r assume unanticipated liabilities, lo sses o r costs associated with the business o r vessels acquired;
 

 
•  incur o ther significant charges, such as impairment o f goodwill o r o ther intang ible  assets, asset devaluation o r

restructuring  charges; o r
 
 •  no t be able  to  service our debt obligations o r pay dividends.
 

S-29



Table of  Contents

Our four 4800 TEU vessels were acquired secondhand. The purchase o f existing , secondhand vessels has inherent risks that
are  no t present when purchasing  newbuilding  vessels. Unlike newbuildings, existing  containerships typically do  no t carry warranties as to
their condition. While  we would inspect existing  containerships prio r to  purchase, such an inspection would no rmally no t provide us with
as much knowledge o f a containership’s condition as we would possess if it had been built fo r us and operated by us during  its life .
Repairs and maintenance costs fo r existing  vessels are  difficult to  predict and may be substantially higher than fo r vessels we have
operated since they were built. These costs could harm our business, operating  results, financial condition and ability to  pay dividends.

Our ability to grow may be reduced by the introduction of new accounting rules for leasing.

International and U.S. accounting  standard-setting  o rganizations have proposed the elimination o f operating  leases. The
proposals are  expected to  be finalized in 2011 and implemented in 2013 o r later. If the proposals are  enacted, they would have the
effect o f bring ing  most o ff-balance sheet leases onto  a lessee’s balance sheet as liabilities. This proposed change could affect our
customers and po tential customers by causing  them to  breach certain financial covenants. This may make them less likely to  enter into
time charters fo r our containerships, which could reduce our g rowth opportunities.

Under the time charters for some of our vessels, if a vessel is off-hire for an extended period, the customer has a right to terminate the
charter agreement for that vessel.

Under most o f our time charter ag reements, if a vessel is no t available  fo r service, o r o ff-hire , fo r an extended period, the
customer has a right to  terminate  the charter ag reement fo r that vessel. If a time charter is terminated early, we may be unable  to  re-
deploy the related vessel on terms as favorable  to  us, if at all. In the worst case, we may no t receive any revenue from that vessel, but
be required to  continue to  pay financing  costs fo r the vessel and expenses necessary to  maintain the vessel in proper operating
condition. Please read “Business—Time Charters.”

Risks inherent in the operation of ocean-going vessels could harm our business and reputation.

The operation o f ocean-go ing  vessels carries inherent risks. These risks include the possibility o f:
 
 •  marine disaster;
 
 •  environmental accidents;
 
 •  grounding , fire , explosions and co llisions;
 
 •  cargo  and property lo sses o r damage;
 

 
•  business interruptions caused by mechanical failure , human erro r, war, terro rism, po litical action in various countries,

labo r strikes o r adverse weather conditions; and
 
 •  piracy.

Such occurrences could result in death o r injury to  persons, lo ss o f property o r environmental damage, delays in the delivery
of cargo , lo ss o f revenue from o r termination o f charter contracts, governmental fines, penalties o r restric tions on conducting
business, higher insurance rates, and damage to  our reputation and customer relationships generally. The invo lvement o f our vessels in
an environmental disaster could harm our reputation as a safe  and reliable  vessel owner and operato r. Any o f these circumstances o r
events could harm our business, results o f operations, financial condition and ability to  pay dividends.
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Acts of piracy on ocean-going vessels have increased in frequency, which could harm our business.

Piracy is an inherent risk in the operation o f ocean-go ing  vessels and has histo rically affected vessels trading  in reg ions o f the
world, including , among  o ther areas, the South China Sea and the Gulf o f Aden o ff the coast o f Somalia. The frequency o f piracy
incidents against commercial shipping  vessels has increased significantly in recent years, particularly in the Gulf o f Aden. We may no t
be adequately insured to  cover lo sses from these incidents, which could harm our results o f operations, financial condition and ability
to  pay dividends. In addition, crew costs, including  due to  employing  onboard security guards, could increase in such circumstances.
Any o f these events, o r the lo ss o f use o f a vessel due to  piracy, may harm our customers, impairing  their ability to  make payments to
us under our charters.

Terrorist attacks and international hostilities could harm our results of operations, financial condition and ability to pay dividends.

Terro rist attacks such as the attacks on the United States on September 11, 2001, and the continuing  response o f the United
States to  these attacks, as well as the threat o f future  terro rist attacks, continue to  cause uncertainty in the world financial markets.
Conflic ts in Afghanistan and o ther nations and recent tensions between North and South Korea (where many o f our shipbuilders are
located) may lead to  additional acts o f terro rism, reg ional conflic t and o ther armed conflic t around the world, which may contribute  to
further economic instability in the g lobal financial markets o r in reg ions where our customers do  business o r, in the case o f South
Korea, affect our access to  new vessels. These uncertainties o r events could harm our business, results o f operations and financial
condition, including  our ability to  obtain additional financing  on terms acceptable  to  us o r at all, and our ability to  pay dividends. In
addition, terro rist attacks targeted at sea vessels may in the future  also  negatively affect our operations and financial condition and
directly affect our containerships o r customers.

Chang ing  economic, po litical and governmental conditions in the countries where we are  engaged in business o r where our
vessels are  reg istered could affect us. Hostilities in South Korea could constitute  a fo rce majeure event under our contracts with
Samsung , HHI and HSHI and could negatively affect the construction o f our newbuildings o r result in the shipyards’ inability to  perfo rm
under the contracts. In addition, future  hostilities o r o ther po litical instability in reg ions where our vessels trade could affect our trade
patterns and harm our business, operations results, financial condition and ability to  pay dividends.

Our insurance may be insufficient to cover losses that may occur to our property or result from our operations due to the inherent
operational risks of the shipping industry.

We maintain insurance fo r our fleet against risks commonly insured against by vessel owners and operato rs. Our insurance
includes hull and machinery insurance, war risks insurance and pro tection and indemnity insurance (which includes environmental damage
and po llution insurance). We may no t be adequately insured against all risks and our insurers may no t pay a particular c laim. Even if our
insurance coverage is adequate  to  cover any vessel lo ss, we may no t be able  to  timely obtain a replacement vessel. Our credit
facilities and lease ag reements restric t our use o f any proceeds we may receive from claims under our insurance po licies. In addition,
in the future  we may no t be able  to  obtain adequate  insurance coverage at reasonable  rates fo r our fleet. We may also  be subject to
supplementary o r additional calls, o r premiums, in amounts based no t only on our own claim reco rds but also  the claim reco rds o f all
o ther members o f the pro tection and indemnity associations, as an industry g roup, through which we receive indemnity insurance
coverage fo r statuto ry, contractual and to rt liability, due to  the sharing  and reinsurance arrangements stated in the insurance rules. Our
insurance po licies also  contain deductibles, limitations and exclusions which, although we believe are  standard in the shipping  industry,
may directly o r indirectly increase our costs.

In addition, we do  no t carry lo ss-o f-hire  insurance, which covers the lo ss o f revenue during  extended vessel o ff-hire  periods,
such as those that occur during  an unscheduled dry-docking  due to  damage to  the vessel from accidents. According ly, any lo ss o f a
vessel o r extended vessel o ff-hire , due to  an accident o r o therwise, could harm our business, results o f operations, financial condition
and ability to  pay dividends.
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Increased inspection procedures, tighter import and export controls and new security regulations could cause disruption of our
business.

International container shipping  is subject to  security and customs inspection and related procedures in countries o f o rig in,
destination and trans-shipment po ints. These inspections can result in cargo  seizure, delays in the loading , o ffloading , trans-shipment o r
delivery o f containers and the levying  o f customs duties, fines o r o ther penalties against exporters o r importers and, in some cases,
customers.

Since the events o f September 11, 2001, U.S. and Canadian autho rities have increased container inspection rates.
Government investment in non-intrusive container scanning  techno logy has g rown and there is interest in e lectronic  monito ring
techno logy, including  so -called “e-seals” and “smart” containers, that would enable  remote, centralized monito ring  o f containers
during  shipment to  identify tampering  with o r opening  o f the containers, along  with po tentially measuring  o ther characteristics such as
temperature , air pressure, mo tion, chemicals, bio log ical agents and radiation.

It is unclear what changes, if any, to  the existing  inspection procedures will ultimately be proposed o r implemented, o r how
any such changes will affect the industry. Such changes may impose additional financial and legal obligations on carriers and may render
the shipment o f certain types o f goods by container uneconomical o r impractical. Additional costs that may arise  from current o r future
inspection procedures may no t be fully recoverable  from customers through higher rates o r security surcharges. Any o f these effects
could harm our business, operating  results and financial results.

An over-supply of containership capacity may lead to reductions in charter hire rates and profitability.

While the size o f the containership o rderbook has declined over the last 12 months, newbuilding  containerships with an
aggregate  capacity o f 3.9 million TEUs, representing  approximately 28% of the to tal fleet capacity as o f December 31, 2010, were
under construction as o f that date . The size o f the o rderbook will result in the increase in the size o f the world containership fleet over
the next few years. An over-supply o f containership capacity, combined with any decline in the demand fo r containerships, may result in
a reduction o f charter hire  rates. If such a reduction occurs when we seek to  charter newbuilding  vessels, our g rowth opportunities may
be diminished. If such a reduction occurs upon the expiration o r termination o f our containerships’ current time charters, we may only
be able  to  recharter our containerships fo r reduced rates o r unpro fitable  rates o r we may no t be able  to  recharter our containerships at
all.

Over time, containership values may fluctuate substantially and, if these values are lower at a time when we are attempting to dispose of
a containership, we may incur a loss or we may not be able to dispose of such containership at all.

Containership values can fluctuate  substantially over time due to  a number o f different facto rs, including , among  o thers:
 
 •  prevailing  economic conditions in the market in which the containership trades;
 
 •  a substantial o r extended decline in world trade;
 
 •  increases in the supply o f containership capacity; and
 

 
•  the cost o f re tro fitting  o r modifying  existing  ships, as a result o f techno log ical advances in vessel design o r equipment,

changes in applicable  environmental o r o ther regulations o r standards, o r o therwise.

If a charter terminates, we may be unable  to  re-deploy the vessel at attractive rates and, rather than continue to  incur costs to
maintain and finance the vessel, may seek to  dispose o f it. Our inability to  dispose o f the containership at a reasonable  price, o r at all,
could result in a lo ss on its sale  and harm our results o f operations, financial condition and ability to  pay dividends.
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The age of our 4800 TEU secondhand vessels and general aging of our fleet may result in increased operating costs in the future, which
could harm our operating results.

In general, the cost o f maintaining  a vessel in good operating  condition increases with the age o f the vessel. Our fleet
includes four 4800 TEU secondhand vessels that had an average age o f approximately 22 years as o f December 31, 2010. Fo r these
vessels, and as the rest o f our fleet ages, we will incur increased costs as o lder vessels are  typically more costly to  maintain than newer
vessels. In addition, cargo  insurance rates increase with the age o f a vessel, making  o lder vessels less desirable  to  customers.
Governmental regulations and safety o r o ther equipment standards related to  the age o f vessels may also  require  expenditures fo r
alterations, o r the addition o f new equipment, to  o lder vessels and may restric t the type o f activities in which these vessels may
engage. Increased costs o r restric tions on the operation o f our o lder vessels may prevent us from operating  them pro fitably during  the
remainder o f their useful lives and may harm our business, operating  results, financial condition and ability to  pay dividends.

We are subject to regulation and liability under environmental laws that could require significant expenditures and affect our
operations.

Our business and the operation o f our containerships are  materially affected by environmental regulation in the fo rm o f
international conventions, national, state  and local laws and regulations in fo rce in the jurisdictions in which our containerships operate ,
as well as in the countries o f their reg istration, including  those governing  the management and disposal o f hazardous substances and
wastes, the cleanup o f o il spills and o ther contamination, air emissions, water discharges and ballast water management. Because such
conventions, laws and regulations are  o ften revised, we canno t predict the ultimate cost o r effect o f complying  with such requirements
o r the effect thereo f on the resale  price o r useful life  o f our containerships. Additional conventions, laws and regulations may be
adopted that could limit our ability to  do  business o r increase the cost o f our do ing  business, which may harm our business, operating
results, financial condition and ability to  pay dividends.

Environmental requirements can also  affect the resale  value o r useful lives o f our vessels, require  a reduction in cargo
capacity, ship modifications o r operational changes o r restric tions, lead to  decreased availability o f insurance coverage fo r
environmental matters o r result in substantial penalties, fines o r o ther sanctions, including  the denial o f access to  certain jurisdictional
waters o r po rts o r detention in certain po rts. Under local, national and fo reign laws, as well as international treaties and conventions, we
could incur material liabilities, including  cleanup obligations and natural resource damages, if there  is a re lease o f petro leum o r o ther
hazardous materials from our vessels o r o therwise in connection with our operations. We could also  become subject to  personal injury
o r property damage claims relating  to  the release o f hazardous materials associated with our operations.

In addition, in complying  with existing  environmental laws and regulations and those that may be adopted, we may incur
significant costs in meeting  new maintenance and inspection requirements and new restric tions on air emissions from our
containerships, in developing  contingency arrangements fo r po tential spills and in obtaining  insurance coverage. Government
regulation o f vessels, particularly in the areas o f safety and environmental requirements, can be expected to  become stric ter in the
future and require  us to  incur significant capital expenditures on our vessels to  keep them in compliance, o r even to  scrap o r sell certain
vessels altogether. Substantial vio lations o f applicable  requirements o r a catastrophic  release o f bunker fuel from one o f our
containerships could harm our business, operating  results, financial condition and ability to  pay dividends.

Compliance with safety and other vessel requirements imposed by classification societies may be costly and harm our business.

The hull and machinery o f every commercial vessel must be classed by a classification society autho rized by its country o f
reg istry. The classification society certifies that a vessel is safe  and seaworthy in acco rdance with the applicable  rules and regulations
o f the country o f reg istry o f the vessel and the Safety o f Life  at Sea Convention.
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A vessel must undergo  annual surveys, intermediate  surveys and special surveys to  maintain classification society
certification. In lieu o f a special survey, a vessel’s machinery may be on a continuous survey cycle  under which the machinery is
surveyed periodically over a five-year period. Each o f the operating  vessels in our fleet is on a special survey cycle  fo r hull inspection
and a continuous survey cycle  fo r machinery inspection.

If any vessel does no t maintain its c lass o r fails any annual survey, intermediate  survey o r special survey, the vessel will be
unable  to  trade between po rts and will be unemployable  and we could be in vio lation o f certain covenants in our credit facilities and our
lease ag reements fo r our 4500 TEU vessels. This could harm our business, results o f operations, financial condition and ability to  pay
dividends.

Delays in deliveries of our newbuilding containerships could harm our business and operating results.

We are currently under contract to  purchase eight and lease six additional newbuilding  containerships, which are  scheduled to
be delivered at various times through April 2012. These vessels are  being  built by HHI, HSHI and Samsung  shipyards. The delivery o f
these vessels, o r any o ther newbuildings we may o rder, could be delayed, which would delay our receipt o f revenue under the time
charters fo r the containerships and, if the delay is pro longed, could permit our customers to  terminate  the newbuilding  time charter. Any
of such events could harm our results o f operations, financial condition and ability to  pay dividends.

The delivery o f the newbuildings could be delayed because o f:
 
 •  work stoppages, o ther labo r disturbances o r o ther events that disrupt any o f the shipyards’ operations;
 
 •  quality o r eng ineering  problems;
 
 •  changes in governmental regulations o r maritime self-regulato ry o rganization standards;
 
 •  bankruptcy o r o ther financial crisis o f any o f the shipyards;
 
 •  a backlog  o f o rders at any o f the shipyards;
 
 •  hostilities, o r po litical o r economic disturbances in South Korea, where the containerships are  being  built;
 
 •  weather interference o r catastrophic  event, such as a majo r earthquake o r fire ;
 
 •  our requests fo r changes to  the o rig inal containership specifications;
 
 •  shortages o f o r delays in the receipt o f necessary construction materials, such as steel;
 
 •  our inability to  obtain requisite  permits o r approvals;
 
 •  a dispute  with any o f the shipyards; o r
 
 •  the failure  o f our banks to  provide debt financing .

In addition, each o f the shipbuilding  contracts fo r the 14  newbuilding  vessels contains “fo rce majeure” provisions whereby
the occurrence o f certain events could delay delivery o r possibly result in termination o f the contract. If delivery o f a containership is
materially delayed o r if a shipbuilding  contract is terminated, it could harm our results o f operations, financial condition and ability to
pay dividends.
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Due to our lack of diversification, adverse developments in our containership transportation business could harm our results of
operations, financial condition and ability to pay dividends.

Our artic les o f inco rporation currently limit our business to  the chartering  o r rechartering  o f containerships to  o thers and o ther
related activities, unless o therwise approved by our board o r directo rs, the ho lders o f a majo rity o f our Series A Preferred Shares and,
fo r as long  as the management ag reements with our Manager are  in effect, the approval o f the ho lders o f our Class C common shares.

We rely exclusively on the cash flow generated from our charters that operate  in the containership transportation business.
Due to  our lack o f diversification, an adverse development in the container shipping  industry may more significantly harm our results o f
operations, financial condition and ability to  pay dividends than if we maintained more diverse assets o r lines o f business.

Our charter revenue from the four 4800 TEU secondhand vessels will decrease if APM exercises its options to extend its charters
beyond the initial charter period of five years, and if APM does not exercise its options to extend, we may not be able to recharter these
vessels at favorable rates or at all.

We purchased our four 4800 TEU secondhand vessels from APM in 2006. Simultaneously with the delivery o f the four 4800
TEU vessels, we entered into  five-year charter ag reements fo r each o f these vessels with APM at a daily hire  rate  o f $23,450. Upon the
expiration o f the initial five-year time charter term fo r each o f the four 4800 TEU vessels, APM will have two  consecutive one-year
options to  charter each vessel at $22,400 and $21,400 per day, respectively, and a final two-year option to  charter each vessel at
$20,400 per day. If APM exercises its options, our charter revenue from the four 4800 TEU secondhand vessels will decrease during
the option years. In addition, the 4800 TEU vessels are  approximately 22 years o ld, which is re latively o ld fo r containerships. If APM
does no t exercise  its options to  extend these time charters, the age o f these vessels may prevent us from rechartering  them at rates
favorable  to  us o r at all. If we are  unable  to  recharter our 4800 TEU vessels, we may attempt to  sell them. The age o f the 4800 TEU
vessels may prevent us from being  able  to  sell them at a pro fit o r at all.

Because each existing and newbuilding vessel in our fleet is built or will be built in accordance with standard designs and uniform in
all material respect to all other vessels in its TEU class, any material design defect likely will affect all vessels in such class.

Each existing  and newbuilding  vessel in our fleet is built o r will be built in acco rdance with standard designs and unifo rm in all
material respects to  all o ther vessels in its c lass. As a result, any latent design defect discovered in one o f our vessels will likely affect
all o f our o ther vessels in that c lass. Any disruptions in the operation o f our vessels resulting  from these defects could harm our
business, operating  results, financial condition and ability to  pay dividends.

There may be greater than normal operational risks with respect to our 9600 TEU vessels.

The two  9600 TEU vessels that we have purchased are  some o f the first vessels o f this type to  be built. There is one o ther
company that operated similar vessels built by Samsung , and there  may exist g reater than no rmal operational risks associated with
these vessels. Any operational risks arising  from these vessels could adversely affect our reputation, the receipt o f revenue under time
charters fo r o r the operating  cost o f these vessels, and their future  resale  value.

There are greater than normal construction, delivery and operational risks with respect to our 13100 TEU newbuilding vessels.

The eight 13100 TEU newbuilding  vessels that are  under construction are  some o f the first vessels o f this type to  be built. As
such, there  may exist g reater than no rmal construction, delivery and operational risks associated with these vessels. Deliveries o f these
vessels could be delayed and problems with operation o f these vessels could be encountered, e ither o f which could adversely affect
our reputation, the receipt o f revenue under time charters fo r o r the operating  cost o f these vessels, and their future  resale  value.
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Increased technological innovation in competing vessels could reduce our charter hire income and the value of our vessels.

The charter hire  rates and the value and operational life  o f a vessel are  determined by a number o f facto rs, including  the
vessel’s effic iency, operational flexibility and physical life . Effic iency includes speed, fuel economy and the ability to  be loaded and
unloaded quickly. Flexibility includes the ability to  enter harbo rs, utilize  related docking  facilities and pass through canals and straits.
Physical life  is re lated to  the o rig inal design and construction, maintenance and the impact o f the stress o f operations. If new
containerships are  built that are  more effic ient o r flexible  o r have longer physical lives than our vessels, competition from these more
techno log ically advanced containerships could adversely affect the amount o f charter hire  payments we receive fo r our vessels once
their initial charters end and the resale  value o f our vessels. As a result, our operating  results and financial condition could be harmed.

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

Crew members, suppliers o f goods and services to  a vessel, shippers o f cargo  and o ther parties may be entitled to  a
maritime lien against the applicable  vessel fo r unsatisfied debts, c laims o r damages. In many jurisdictions, a maritime lienho lder may
enfo rce its lien by arresting  a vessel through fo reclosure proceedings. In addition, in some jurisdictions, such as South Africa, under the
“sister ship” theo ry o f liability, a c laimant may arrest bo th the vessel that is subject to  the claimant’s maritime lien and any “associated”
vessel, which is any vessel owned o r contro lled by the same owner. Claimants could try to  assert “sister ship” liability against one
vessel in our fleet fo r c laims relating  to  ano ther o f our ships. The arrest o r attachment o f one o r more o f our vessels could interrupt our
business and cash flow and require  us to  pay significant amounts to  have the arrest lifted.

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

The government o f a ship’s reg istry could requisition fo r title  o r seize our containerships. Requisition fo r title  occurs when a
government takes contro l o f a ship and becomes the owner. Also , a government could requisition our containerships fo r hire .
Requisition fo r hire  occurs when a government takes contro l o f a ship and effectively becomes the charterer at dictated charter rates.
Generally, requisitions occur during  a period o f war o r emergency. Government requisition o f one o r more o f our containerships could
harm our business, operating  results, financial condition and ability to  pay dividends.

We depend on our Manager to operate our business, and if our Manager fails to satisfactorily perform its management services, our
business, results of operations, financial condition and ability to pay dividends may be harmed.

We do  no t currently have any employees. Pursuant to  our management ag reements, our Manager and certain o f its affiliates
provide us with our executive o fficers and with all o f our services, including  technical, commercial, administrative and strateg ic
services (including  vessel maintenance, crewing , purchasing , shipyard supervision, insurance, assistance with regulato ry compliance
and financial services). Our operational success and our ability to  g row depend significantly upon our Manager’s satisfacto ry
perfo rmance o f these services. Our business will be harmed if our Manager fails to  perfo rm these services satisfacto rily. In addition, if
any o f the management ag reements were to  be terminated o r if their terms were to  be amended, our business could be harmed if we
could no t timely find adequate  replacement services, o r even if replacement services are  immediately available , the terms o ffered
may be less favorable  than the ones currently o ffered by our Manager.
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Our ability to  compete fo r and to  enter into  new charters and expand our relationships with our customers depends upon our
relationship with our Manager and its reputation and relationships in the shipping  industry. If our Manager suffers material damage to  its
reputation o r relationships, it may harm our ability to , among  o ther things:
 
 •  renew existing  charters upon their expiration;
 
 •  obtain new charters;
 
 •  successfully interact with shipyards;
 
 •  obtain financing  on commercially acceptable  terms;
 
 •  maintain satisfacto ry relationships with our customers and suppliers; o r
 
 •  grow our business.

If our ability to  do  any o f the things described above is impaired, it could harm our business, results o f operations, financial
condition and ability to  pay dividends.

As we expand our business or if our Manager provides services to third parties, our Manager may need to improve its operating and
financial systems, expand its commercial and technical management staff, and recruit suitable employees and crew for our vessels.

Since our initial public  o ffering  in 2005, we have increased the size o f our contracted fleet from 23 to  69 vessels. Our
Manager’s current operating  and financial systems may no t be adequate  if we further expand the size o f our fleet o r if our Manager
provides services to  third parties and attempts to  improve those systems may be ineffective. In addition, if we expand our fleet o r our
Manager provides services to  third parties, our Manager will need to  recruit suitable  additional administrative and management
personnel. Our Manager may no t be able  to  continue to  hire  suitable  employees in such circumstances. If there  exists a sho rtage o f
experienced labor o r if our Manager encounters business o r financial difficulties, our Manager may no t be able  to  adequately staff our
vessels. If we expand our fleet o r our Manager provides services to  third parties and our Manager is unable  to  g row its financial and
operating  systems o r to  recruit suitable  employees, our business, results o f operations, financial condition and ability to  pay dividends
may be harmed.

The fees that we pay our Manager for its technical management of our ships have increased since our initial public offering and may
continue to increase. Additional increases in our technical management or other existing fees, or the introduction of new fees, would
increase our operating costs and could harm our results of operations, financial condition and ability to pay dividends.

Under the management ag reements fo r all our vessels, we currently pay our Manager a fixed fee fo r its technical
management o f such vessels. The fixed fees that we pay our Manager fo r its technical management o f our fleet have increased and
may continue to  increase in the future . Pursuant to  the management ag reements, the current technical fee structure  is effective until
December 31, 2011 and thereafter, we and our Manager are  required to  renego tiate  new fees every three years. Our Manager has
indicated that it believes the fees under our management ag reements are  below market, and is proposing  increases to  existing  fees and
the inclusion o f additional new fees under the management ag reements. Any increase in the fees we pay our Manager will increase our
operating  costs and could harm our results o f operations, financial condition and ability to  pay dividends. Please read “Summary—
Recent Developments—Potential Transactions—Potential Acquisition o f Seaspan Management Services Limited and Change in
Management Fees.”
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Our Manager and its affiliates have conflicts of interest and limited fiduciary and contractual duties, which may permit them to favor
their own interests to your detriment and ours.

Conflic ts o f interest may arise  between our Manager and its affiliates, on the one hand, and us and ho lders o f our securities,
on the o ther hand. As a result o f these conflic ts, our Manager may favor its own interests and the interests o f its affiliates over the
interests o f the ho lders o f our securities, including  the Series C Preferred Shares. These conflic ts include, among  o thers, the fo llowing
situations:
 

 

•  our management ag reements, the omnibus ag reement and o ther contractual ag reements we have with our Manager and
its affiliates were no t the result o f arm’s-leng th nego tiations, and the nego tiation o f these ag reements may have resulted
in prices and o ther terms that are  less favorable  to  us than terms we might have obtained in arm’s-leng th nego tiations with
unaffiliated third parties fo r similar services;

 

 
•  our chief executive o fficer and certain o f our directo rs also  serve as executive o fficers o r directo rs o f our Manager and

our chief financial o fficer serves as an executive o fficer o f certain o f our Manager’s affiliates;
 

 

•  our Manager advises our board o f directo rs about the amount and timing  o f asset purchases and sales, capital
expenditures, bo rrowings, issuances o f additional securities and reserves, each o f which can affect the amount o f cash
that is available  fo r dividends to  our shareho lders and the payment o f dividends on our outstanding  Class C common
shares, o r the incentive shares, which are  currently held by an affiliate  o f the Manager;

 
 •  our Manager may recommend that we bo rrow funds in o rder to  permit the payment o f cash dividends;
 

 
•  our o fficers, including  our chief executive o fficer and our chief financial o fficer, do  no t spend all o f their time on

matters re lated to  our business; and
 
 •  our Manager advises us o f costs incurred by it and its affiliates that it believes are  reimbursable  by us.

Even if our board of directors or our shareholders are dissatisfied with our Manager, there are limited circumstances under which the
management agreements governing the management of our vessels can be terminated by us. On the other hand, our Manager has
substantial rights to terminate the management agreements and, under certain circumstances, could receive substantial sums in
connection with such termination.

Under the management ag reements governing  our vessels, our Manager currently has the right to  terminate  the management
ag reements on 12 months’ no tice, although the covenant limiting  our Manager’s ability to  compete with us continues fo r two  years
fo llowing  such termination, and we can elect fo r our Manager to  continue to  provide services to  us fo r such two-year period as long  as
the Manager continues to  be in the business o f providing  services to  third parties fo r similar types o f vessels. Our Manager also  has the
right to  terminate  the management ag reements after a dispute  reso lution if we have materially breached any o f the management
ag reements, in which case none o f the covenants would continue to  apply to  our Manager.

The management ag reements will each terminate  upon the sale  o f substantially all o f our assets to  a third party, upon our
liquidation o r after any change o f contro l o f our company occurs. If the management ag reements terminate  as a result o f an asset sale ,
our liquidation o r change o f contro l, our Manager may be paid the fair market value o f the incentive shares as determined by an
appraisal process. Any such payment could be substantial.
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In addition, our rights to  terminate  the management ag reements are  limited. Even if we are  no t satisfied with the Manager’s
effo rts in manag ing  our business, unless our Manager materially breaches one o f the ag reements, we may no t be able  to  terminate  any
of the management ag reements until 2020, and only with the approval o f two-thirds o f our independent directo rs. Even if we so
terminate  the management ag reements then o r at the end o f their initial terms in 2025 o r a subsequent renewal term, our Manager will
continue to  receive dividends on the incentive shares fo r a five-year period from the date  o f termination, if available .

Our Manager is a privately held company and there is little or no publicly available information about it.

The ability o f our Manager to  continue providing  services fo r our benefit depends in part on its own financial streng th.
Circumstances beyond our contro l could impair our Manager’s financial streng th, and because it is a privately held company,
info rmation about its financial streng th is no t generally available . As a result, an investo r in our securities might have little  advance
warning  o f problems affecting  our Manager, even though these problems could harm our business, operating  results, financial
condition and ability to  pay dividends. As part o f our reporting  obligations as a public  company, we disclose info rmation regarding  our
Manager that has a material impact on us to  the extent that we become aware o f such info rmation.

Our Manager will engage in other businesses and may compete with us.

Pursuant to  an omnibus ag reement entered into  in connection with our initial public  o ffering , our Manager, Seaspan
International Ltd. and Norsk Pacific  Steamship Company Limited, o r Norsk, generally ag reed to , and ag reed to  cause their contro lled
affiliates (which does no t include us), no t to  engage in the business o f chartering  o r rechartering  containerships to  o thers during  the
term o f our management ag reement with our Manager. Please read “Our Manager and Management Related Agreements—
Management Agreements.” The omnibus ag reement, however, contains significant exceptions that may allow these entities to
compete with us. Fo r instance, in certain circumstances these entities are  permitted to  acquire  and operate  containerships to  the extent
that such containership assets were part o f an acquired business, provided that (a) a majo rity o f the fair market value o f the to tal assets
o f the acquired business is no t attributable  to  the containership business and (b) such entity has o ffered to  sell to  us the containership
assets o f the acquired business. Please read “Our Manager and Management Related Agreements—Omnibus Agreement.” Our
Manager has proposed that the omnibus ag reement be amended to  permit it to  provide services to  a po tential investment vehicle  that
would acquire  and charter out containerships.

Our officers do not devote all of their time to our business.

Our Manager and its affiliates as well as certain o f our o fficers are  invo lved in o ther business activities that may result in their
spending  less time than is appropriate  o r necessary in o rder to  manage our business successfully. Pursuant to  the employment
ag reement between our chief executive o fficer, Gerry Wang , and our Manager, Mr. Wang  is to  devo te substantially all o f his time to  us
and our Manager on our business and affairs. Mr. Wang’s employment contract will expire  in 2013 unless it is renewed, and we are  in
discussions with Mr. Wang  about Mr. Wang  entering  into  a replacement ag reement with our Manager and a second employment
ag reement with us, pursuant to  which Mr. Wang  would be entitled to  provide services to  a po tential investment vehicle  that would
acquire  and charter out containerships. Our chief financial o fficer is also  employed by our Manager and he devo tes substantially all o f
his time to  us and our Manager. Other o fficers appo inted by our Manager may spend a material po rtion o f their time providing  services
to  our Manager and its affiliates on matters unrelated to  us. Please read “Summary—Recent Developments—Potential Transactions—
Potential New Employment Agreements and Lock-Up Arrangement with CEO Gerry Wang .”

Our business depends upon certain employees who may not necessarily continue to work for us.

Our future  success depends to  a significant extent upon our chief executive o fficer, Gerry Wang , and certain members o f our
senio r management and that o f our Manager. Mr. Wang  has substantial experience and relationships in the container shipping  industry
and has worked with our Manager fo r many years. Mr. Wang  has been instrumental in developing  our relationships with our customers.
Mr. Wang  and o thers employed by our
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Manager are  crucial to  the development o f our business strategy and to  the g rowth and development o f our business. If they, and
Mr. Wang  in particular, were no  longer to  be affiliated with our Manager, o r if we o therwise cease to  receive adviso ry services from
them, we may fail to  recruit o ther employees with equivalent talent, experience and relationships, and our business, operating  results
and financial condition may be significantly harmed as a result. Although Mr. Wang  has an employment ag reement with our Manager, he
does no t currently have an employment ag reement with us. In addition, Mr. Wang’s employment ag reement is due to  expire  at the end
of 2013 unless it is renewed, and Mr. Wang  has recently requested to  enter into  a new ag reement with our Manager and a separate
employment ag reement with us, each o f which would expire  at the end o f 2012. Of course, Mr. Wang  could terminate  his employment
at any time. As such, it is possible  that Mr. Wang  will no  longer provide services to  us and that our business may be harmed by the lo ss
o f such services.

Anti-takeover provisions in our organizational documents could make it difficult for our shareholders to replace or remove our current
board of directors or have the effect of discouraging, delaying or preventing a merger or acquisition, which could adversely affect the
market price of our securities.

Several provisions o f our artic les o f inco rporation and our bylaws could make it difficult fo r our shareho lders to  change the
composition o f our board o f directo rs in any one year, preventing  them from chang ing  the composition o f management. In addition,
the same provisions may discourage, delay o r prevent a merger o r acquisition that shareho lders may consider favorable .

These provisions include:
 
 •  autho rizing  our board o f directo rs to  issue “blank check” preferred shares without shareho lder approval;
 
 •  providing  fo r a c lassified board o f directo rs with staggered, three-year terms;
 
 •  prohibiting  cumulative vo ting  in the election o f directo rs;
 

 
•  autho rizing  the removal o f directo rs only fo r cause and only upon the affirmative vo te  o f the ho lders o f at least a

majo rity o f the outstanding  shares entitled to  vo te  fo r those directo rs;
 

 
•  prohibiting  shareho lder action by written consent unless the written consent is signed by all shareho lders entitled to  vo te

on the action;
 
 •  limiting  the persons who  may call special meetings o f shareho lders;
 

 
•  establishing  advance no tice requirements fo r nominations fo r e lection to  our board o f directo rs o r fo r proposing

matters that can be acted on by shareho lders at shareho lder meetings; and
 
 •  restric ting  business combinations with interested shareho lders.

In addition, upon a change o f contro l, our Manager may elect to  have us purchase the incentive shares, which could result in a
substantial payment to  our Manager and discourage a change o f contro l that might o therwise be beneficial to  shareho lders.

We have also  adopted a shareho lder rights plan pursuant to  which our board o f directo rs may cause the substantial dilution o f
the ho ldings o f any person that attempts to  acquire  us without the board’s prio r approval.

In addition, ho lders o f our Series A Preferred Shares have the power to  vo te  as a sing le  class to  approve certain majo r
co rporate  changes, including  any merger, conso lidation, asset sale  o r o ther disposition o f all o r substantially all o f our assets. These
shareho lders could exercise  this power to  block a change o f contro l that might o therwise be beneficial to  ho lders o f our common
shares. Please read “Description o f Capital Stock—Preferred Stock—Series A Preferred Shares.”
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These anti-takeover provisions, including  the provisions o f our shareho lder rights plan, could substantially impede the ability
o f public  shareho lders to  benefit from a change in contro l and, as a result, may adversely affect the market price o f our securities and
your ability to  realize  any po tential change o f contro l premium.

We are incorporated in the Republic of the Marshall Islands, which does not have a well developed body of corporate law.

Our co rporate  affairs are  governed by our artic les o f inco rporation and bylaws and by the Marshall Islands Business
Corporations Act, o r BCA. The provisions o f the BCA resemble provisions o f the co rporation laws o f some states in the United States.
However, there  have been few judicial cases in the Republic  o f the Marshall Islands interpreting  the BCA. The rights and fiduciary
responsibilities o f directo rs under the laws o f the Republic  o f the Marshall Islands are  no t as c learly established as the rights and
fiduciary responsibilities o f directo rs under statutes o r judicial precedent in existence in certain United States jurisdictions. Shareho lder
rights may differ as well. While  the BCA does specifically inco rporate  the non-statuto ry law, o r judicial case law, o f the State  o f
Delaware and o ther states with substantially similar leg islative provisions, our public  shareho lders may have more difficulty in
pro tecting  their interests in the face o f actions by management, directo rs o r contro lling  shareho lders than would shareho lders o f a
co rporation inco rporated in a United States jurisdiction.

Because we are organized under the laws of the Marshall Islands, it may be difficult to serve us with legal process or enforce judgments
against us, our directors or our management.

We are o rganized under the laws o f the Marshall Islands, and all o f our assets are  located outside o f the United States. Our
principal executive o ffices are  located in Hong  Kong  and a majo rity o f our directo rs are  residents outside o f the United States. As a
result, it may be difficult o r impossible  fo r you to  bring  an action against us o r against our directo rs o r our management in the United
States if you believe that your rights have been infringed under securities laws o r o therwise. Even if you are  successful in bring ing  an
action o f this kind, the laws o f the Marshall Islands and o f o ther jurisdictions may prevent o r restric t you from enfo rcing  a judgment
against our assets o r our directo rs and o fficers.

Risks o f Investing  in the Series C Preferred Shares

We may not have sufficient cash from our operations to enable us to pay dividends on or to redeem our Series C Preferred Shares
following the payment of expenses and the establishment of any reserves.

We will pay quarterly dividends on our Series C Preferred Shares from funds legally available  fo r such purpose when, as and if
declared by our board o f directo rs. We may no t have suffic ient cash available  each quarter to  pay dividends. In addition, we may have
insuffic ient cash available  to  redeem our Series C Preferred Shares. The amount o f dividends we can pay o r use to  redeem Series C
Preferred Shares depends upon the amount o f cash we generate  from our operations, which may fluctuate  based on, among  o ther
things:
 

 
•  the rates we obtain from our charters o r recharters and the ability o f our customers to  perfo rm their obligations under

their respective time charters;
 
 •  the level o f our operating  costs;
 

 
•  the number o f unscheduled o ff-hire  days fo r our fleet and the timing  o f, and number o f days required fo r, dry-docking  o f

our containerships;
 
 •  delays in the delivery o f new vessels and the beg inning  o f payments under charters re lating  to  those ships;
 
 •  prevailing  g lobal and reg ional economic and po litical conditions;
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•  the effect o f governmental regulations and maritime self-regulato ry o rganization standards on the conduct o f our

business;
 
 •  changes in the basis o f taxation o f our activities in various jurisdictions;
 
 •  our ability to  service our current and future  indebtedness;
 
 •  our ability to  raise  additional equity to  satisfy our capital needs; and
 

 
•  our ability to  draw on our existing  credit facilities and the ability o f our lenders and lesso rs to  perfo rm their obligations

under their ag reements with us.

In addition, befo re we can determine the amount o f cash available  fo r the payment o f dividends o r to  redeem Series C
Preferred Shares, we must pay fees to  our Manager fo r the technical, commercial, administrative and strateg ic  services. We are  also
required to  reimburse our Manager fo r certain extrao rdinary costs and capital expenditures as provided fo r in our management
ag reements. Fo r info rmation about fees we pay to  our Manager, please read “Our Manager and Management Related Agreements—
Management Agreements.”

The amount of cash we have available for dividends on or to redeem our Series C Preferred Shares will not depend solely on our
profitability.

The actual amount o f cash we will have available  fo r dividends o r to  redeem our Series C Preferred Shares also  will depend on
many facto rs, including  the fo llowing :
 
 •  changes in our operating  cash flow, capital expenditure  requirements, working  capital requirements and o ther cash needs;
 

 
•  restric tions under our existing  o r future  credit and lease facilities o r any future  debt securities, including  existing

restric tions under our credit and lease facilities on our ability to  declare  o r pay dividends if an event o f default has
occurred and is continuing  o r if the payment o f the dividend would result in an event o f default;

 
 •  the amount o f any cash reserves established by our board o f directo rs; and
 

 
•  restric tions under Marshall Islands law, which generally prohibits the payment o f dividends o ther than from surplus

(retained earnings and the excess o f consideration received fo r the sale  o f shares above the par value o f the shares) o r
while  a company is inso lvent o r would be rendered inso lvent by the payment o f such a dividend.

The amount o f cash we generate  from our operations may differ materially from our net income o r lo ss fo r the period, which
will be affected by non-cash items, and our board o f directo rs in its discretion may elect no t to  declare  any dividends. As a result o f
these and the o ther facto rs mentioned above, we may pay dividends during  periods when we reco rd lo sses and may no t pay dividends
during  periods when we reco rd net income.

The Series C Preferred Shares represent perpetual equity interests.

The Series C Preferred Shares represent perpetual equity interests in us and, unlike our indebtedness, will no t g ive rise  to  a
claim fo r payment o f a principal amount at a particular date . As a result, ho lders o f the Series C Preferred Shares may be required to
bear the financial risks o f an investment in the Series C Preferred Shares fo r an indefinite  period o f time. In addition, the Series C
Preferred Shares will rank junio r to  all our indebtedness and o ther liabilities, and to  our Series A Preferred Shares and any o ther senio r
securities we may issue in the future  with respect to  assets available  to  satisfy claims against us.
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The Series C preferred Shares are a new issuance and do not have an established trading market, which may negatively affect their
market value and your ability to transfer or sell your shares. In addition, the lack of a fixed redemption date for the Series C Preferred
Shares will increase your reliance on the secondary market for liquidity purposes.

The Series C Preferred Shares are  a new issue o f securities with no  established trading  market. In addition, since the securities
have no  stated maturity date , investo rs seeking  liquidity will be limited to  selling  their shares in the secondary market absent redemption
by us. We intend to  apply to  list the Series C Preferred Shares on the NYSE, but there  can be no  assurance that the NYSE will accept the
Series C Preferred Shares fo r listing . Even if the Series C Preferred Shares are  approved fo r listing  by the NYSE, however, an active
trading  market on the NYSE fo r the shares may no t develop o r, even if it develops, may no t last, in which case the trading  price o f the
shares o f Series C Preferred Shares could be adversely affected and your ability to  transfer your shares will be limited. If an active
trading  market does develop on the NYSE, our Series C Preferred Shares may trade at prices lower than the o ffering  price. The trading
price o f our Series C Preferred Shares would depend on many facto rs, including :
 
 •  prevailing  interest rates;
 
 •  the market fo r similar securities;
 
 •  general economic and financial market conditions;
 
 •  our issuance o f debt o r preferred equity securities; and
 
 •  our financial condition, results o f operations and prospects.

We have been advised by the underwriters that they intend to  make a market in the shares o f our Series C Preferred Shares
pending  any listing  o f the shares on the NYSE, but they are  no t obligated to  do  so  and may discontinue market-making  at any time
without no tice.

The Series C Preferred Shares have not been rated.
We have no t sought to  obtain a rating  fo r the Series C Preferred Shares, and the shares may never be rated. It is possible ,

however, that one o r more rating  agencies might independently determine to  assign a rating  to  the Series C Preferred Shares o r that we
may elect to  obtain a rating  o f our Series C Preferred Shares in the future . In addition, we may elect to  issue o ther securities fo r which
we may seek to  obtain a rating . If any ratings are  assigned to  the Series C Preferred Shares in the future  o r if we issue o ther securities
with a rating , such ratings, if they are  lower than market expectations o r are  subsequently lowered o r withdrawn, could adversely affect
the market fo r o r the market value o f the Series C Preferred Shares. Ratings only reflect the views o f the issuing  rating  agency o r
agencies and such ratings could at any time be revised downward o r withdrawn entirely at the discretion o f the issuing  rating  agency. A
rating  is no t a recommendation to  purchase, sell o r ho ld any particular security, including  the Series C Preferred Shares. Ratings do  no t
reflect market prices o r suitability o f a security fo r a particular investo r and any future  rating  o f the Series C Preferred Shares may no t
reflect all risks related to  us and our business, o r the structure  o r market value o f the Series C Preferred Shares.

Our Series C Preferred Shares are subordinate to our debt, and your interests could be diluted by the issuance of additional shares of
preferred stock, including additional Series C Preferred Shares, and by other transactions.

Our Series C Preferred Shares are  subordinate  to  all o f our existing  and future  indebtedness. As o f December 31, 2010, we
had outstanding  indebtedness o f approximately $2.9 billion. Our existing  indebtedness restric ts, and our future  indebtedness may
include restric tions on, our ability to  pay dividends to  preferred stockho lders. Our charter currently autho rizes the issuance o f up to
65 million shares o f preferred stock in one o r more classes o r series. The issuance o f additional preferred stock on a parity with o r
senio r to  our Series C
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Preferred Shares would dilute  the interests o f the ho lders o f our Series C Preferred Shares, and any issuance o f preferred stock senio r
to  our Series C Preferred Shares o r o f additional indebtedness could affect our ability to  pay dividends on, redeem o r pay the
liquidation preference on our Series C Preferred Shares. Other than the increase in the dividend that may occur in a c ircumstance
described under “Description o f Series C Preferred Shares—Dividends” below, none o f the provisions relating  to  our Series C
Preferred Shares contain any provisions affo rding  the ho lders o f our Series C Preferred Shares pro tection in the event o f a highly
leveraged o r o ther transaction, including  a merger o r the sale , lease o r conveyance o f all o r substantially all our assets o r business,
which might adversely affect the ho lders o f our Series C Preferred Shares, so  long  as the rights o f our Series C Preferred Shares are
no t directly materially and adversely affected.

The Series C Preferred Shares will be subordinated to our Series A Preferred Shares.

Our Series A Preferred Shares rank senio r to  the Series C Preferred Shares. According ly, we must satisfy our obligations to
make preferred distributions to  the Series A Preferred Shares befo re we may make distributions to  ho lders o f the Series C Preferred
Shares. In addition, in the event o f our bankruptcy, ho lders o f Series A Preferred Shares will generally be entitled to  payment o f their
liquidation preference from our assets befo re those assets are  made available  fo r distribution to  ho lders o f the Series C Preferred
Shares. As a result, any right that you have to  receive any o f our assets upon our liquidation o r reo rganization will be subordinate  to  the
liquidation preference o f the Series A Preferred Shares. As o f December 31, 2010, the liquidation preference on the outstanding  Series
A Preferred Shares was approximately $241.4  million.

Market interest rates may adversely affect the value of our Series C Preferred Shares.

One o f the facto rs that will influence the price o f our Series C Preferred Shares will be the dividend yield on the Series C
Preferred Shares (as a percentage o f the price o f our Series C Preferred Shares, as applicable) re lative to  market interest rates. An
increase in market interest rates, which are  currently at low levels re lative to  histo rical rates, may lead prospective purchasers o f our
Series C Preferred Shares to  expect a higher dividend yield and higher interest rates would likely increase our bo rrowing  costs and
po tentially decrease funds available  fo r distribution. According ly, higher market interest rates could cause the market price o f our
Series C Preferred Shares to  decrease.

As a holder of Series C Preferred Shares you have extremely limited voting rights.

Your vo ting  rights as a ho lder o f Series C Preferred Shares will be extremely limited. Our common stock is the only class o r
series o f our stock carrying  full vo ting  rights. Ho lders o f Series C Preferred Shares will have no  vo ting  rights o ther than the ability to
elect one directo r if dividends fo r six quarterly dividend periods (whether o r no t consecutive) payable  on our Series C Preferred Shares
are  in arrears and certain o ther limited pro tective vo ting  rights described in this prospectus under “Description o f Series C Preferred
Shares—Voting  Rights.”

Our ability to pay dividends on and to redeem our Series C Preferred Shares is limited by the requirements of Marshall Islands law.

Marshall Islands law provides that we may pay dividends on and redeem the Series C Preferred Shares only to  the extent that
assets are  legally available  fo r such purposes. Legally available  assets generally are  limited to  our surplus, which essentially represents
our retained earnings and the excess o f consideration received by us fo r the sale  o f shares above the par value o f the shares. In
addition, under Marshall Islands law we may no t pay dividends on o r redeem Series C Preferred Shares if we are  inso lvent o r would be
rendered inso lvent by the payment o f such a dividend o r the making  o f such redemption.

Tax Risks

In addition to  the fo llowing  risk facto rs, you should read “Business—Taxation o f the Company,” “Material U.S. Federal
Income Tax Considerations” and “Non-United States Tax Consequences” fo r a more complete  discussion o f the expected material
U.S. federal and non-U.S. income tax considerations relating  to  us and the ownership and disposition o f our Series C Preferred Shares.
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U.S. tax authorities could treat us as a “passive foreign investment company,” which could have adverse U.S. federal income tax
consequences to U.S. shareholders.

A non-U.S. entity treated as a co rporation fo r U.S. federal income tax purposes will be treated as a “passive fo reign
investment company,” o r a PFIC, fo r such purposes in any taxable  year fo r which either (i) at least 75% of its g ross income consists o f
certain types o f “passive income” o r (ii) at least 50% of the average value o f the co rporation’s assets produce, o r are  held fo r the
production o f, those types o f “passive income.” For purposes o f these tests, “passive income” includes rents and royalties (o ther than
rents and royalties that are  received from unrelated parties in connection with the active conduct o f a trade o r business) but does no t
include income derived from the perfo rmance o f services.

There are  legal uncertainties invo lved in determining  whether the income derived from our time-chartering  activities
constitutes rental income o r income derived from the perfo rmance o f services, including  the decision in Tidewater Inc. v. United
States, 565 F.3d 299 (5th Cir. 2009), which held that income derived from certain time chartering  activities should be treated as rental
income rather than services income fo r purposes o f a fo reign sales co rporation provision o f the Internal Revenue Code o f 1986, as
amended, o r the Code. However, the IRS stated in an Action on Decision (AOD 2010-01) that it disag rees with, and will no t acquiesce
to , the way that the rental versus services framework was applied to  the facts in the Tidewater decision, and in its discussion stated that
the time charters at issue in Tidewater would be treated as producing  services income fo r PFIC purposes. The IRS’s statement with
respect to  Tidewater canno t be relied upon o r o therwise cited as precedent by taxpayers. Consequently, in the absence o f any binding
legal autho rity specifically relating  to  the statuto ry provisions governing  PFICs, there  can be no  assurance that the IRS o r a court would
no t fo llow the Tidewater decision in interpreting  the PFIC provisions o f the Code. Nevertheless, based on the current composition o f
our assets and operations (and that o f our subsidiaries), we intend to  take the position that we are  no t now and have never been a PFIC,
and our counsel, Perkins Co ie LLP, is o f the opinion that we should no t be a PFIC based on applicable  law, including  the Code,
leg islative histo ry, published revenue rulings and court decisions, and representations we have made to  them regarding  the
composition o f our assets, the source o f our income and the nature o f our activities and o ther operations fo llowing  this o ffering . No
assurance can be g iven, however, that the opinion o f Perkins Co ie LLP would be sustained by a court if contested by the IRS, o r that we
would no t constitute  a PFIC fo r any future  taxable  year if there  were to  be changes in our assets, income o r operations.

If the IRS were to  find that we are  o r have been a PFIC fo r any taxable  year, our U.S. shareho lders would face adverse tax
consequences. Fo r a more comprehensive discussion regarding  our status as a PFIC and the tax consequences to  U.S. shareho lders if
we are  treated as a PFIC, please read “Material U.S. Federal Income Tax Considerations—U.S. Federal Income Taxation o f U.S.
Ho lders—PFIC Status and Significant Tax Consequences.”

The preferential tax rates applicable to qualified dividend income are temporary.

Certain o f our distributions may be treated as qualified dividend income elig ible  fo r preferential rates o f U.S. federal income
tax to  individual U.S. shareho lders (and certain o ther U.S. shareho lders). In the absence o f leg islation extending  the term fo r these
preferential tax rates, all dividends received by such U.S. shareho lders in tax years beg inning  on January 1, 2013 o r later will be taxed at
g raduated tax rates applicable  to  o rdinary income.

We, or any of our subsidiaries, may become subject to income tax in jurisdictions in which we are organized or operate, including the
United States, Canada and Hong Kong, which would reduce our earnings and potentially cause certain shareholders to be subject to
tax in such jurisdictions.

We intend that our affairs and the business o f each o f our subsidiaries will be conducted and operated in a manner that
minimizes income taxes imposed upon us and our subsidiaries. However, there  is a risk that we will be subject to  income tax in one o r
more jurisdictions, including  the United States, Canada and Hong  Kong , if under the laws o f any such jurisdiction, we o r such subsidiary
is considered to  be carrying  on a trade o r business
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there  o r earn income that is considered to  be sourced there  and we do  no t o r such subsidiary does no t qualify fo r an exemption. Please
read “Business—Taxation o f the Company.” In addition, while  we do  no t believe that we are , no r do  we expect to  be, resident in
Canada, in the event that we were treated as a resident o f Canada, shareho lders who  are  non-residents o f Canada may be o r become
subject to  tax in Canada. Please read “Business—Taxation o f the Company—Canadian Taxation” and “Non-United States Tax
Consequences—Canadian Federal Income Tax Consequences.”
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FORWARD- LOOKING STATEMENTS

Our disclosure and analysis in the prospectus concerning  our operations, cash flows, and financial position, including , in
particular, the likelihood o f our success in developing  and expanding  our business, include fo rward-looking  statements. Statements that
are  predictive in nature , that depend upon o r refer to  future  events o r conditions, o r that include words such as “expects,” “antic ipates,”
“intends,” “plans,” “believes,” “estimates,” “pro jects,” “fo recasts,” “will,” “may,” “po tential,” “should,” and similar expressions are
fo rward-looking  statements. Although these statements are  based upon assumptions we believe to  be reasonable  based upon available
info rmation, including  pro jections o f revenues, operating  marg ins, earnings, cash flow, working  capital and capital expenditures, they
are subject to  risks and uncertainties that are  described more fully in this prospectus in the section titled “Risk Facto rs.” These fo rward-
looking  statements represent our estimates and assumptions only as o f the date  o f this prospectus and are  no t intended to  g ive any
assurance as to  future  results. As a result, you are  cautioned no t to  rely on any fo rward-looking  statements. Fo rward-looking  statements
appear in a number o f places in this prospectus. These risks and uncertainties include, among  o thers:
 
 •  future  operating  o r financial results;
 
 •  future  g rowth prospects;
 
 •  our business strategy and o ther plans and objectives fo r future  operations;
 
 •  our expectations relating  to  dividend payments and our ability to  make such payments;
 

 
•  po tential acquisitions, vessel financing  arrangements and o ther investments, and our expected benefits from such

transactions;
 

 
•  a po tential employment ag reement between us and Gerry Wang , a po tential replacement employment ag reement

between SSML and Mr. Wang , and a po tential amendment to  the omnibus ag reement;
 
 •  our expected results fo r the quarter ended December 31, 2010;
 
 •  operating  expenses, availability o f crew, number o f o ff-hire  days, dry-docking  requirements and insurance costs;
 
 •  general market conditions and shipping  market trends, including  charter rates and facto rs affecting  supply and demand;
 

 
•  our financial condition and liquidity, including  our ability to  bo rrow funds under our credit facilities and to  obtain additional

financing  in the future  to  fund capital expenditures, acquisitions and o ther general co rporate  activities;
 
 •  estimated future  capital expenditures needed to  preserve our capital base;
 

 
•  our expectations about the availability o f vessels to  purchase, the time that it may take to  construct new vessels, the

delivery dates o f new vessels, the commencement o f service o f new vessels under long-term time charter contracts o r
the useful lives o f our vessels;

 
 •  our continued ability to  enter into  primarily long-term, fixed-rate  time charters with our customers;
 
 •  our ability to  leverage to  our advantage our Manager’s re lationships and reputation in the containership industry;
 
 •  changes in governmental rules and regulations o r actions taken by regulato ry autho rities;
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•  the financial condition o f our shipbuilders, customers, lenders, refund guaranto rs and o ther counterparties and their ability

to  perfo rm their obligations under their ag reements with us;
 

 
•  the recent economic downturn and crisis in the g lobal financial markets and po tential negative effects o f any

reoccurrence o f such disruptions on our customers’ ability to  charter our vessels and pay fo r our services;
 
 •  taxation o f our company and o f distributions to  our shareho lders;
 
 •  po tential liability from future litigation; and
 
 •  o ther facto rs discussed in the section titled “Risk Facto rs.”

We expressly disclaim any obligation to  update  o r revise  any o f these fo rward-looking  statements, whether because o f future
events, new info rmation, a change in our views o r expectations, o r o therwise. We make no  prediction o r statement about the
perfo rmance o f our securities.
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USE OF PROCEEDS

We will receive net proceeds o f approximately $240,606,000 (after deducting  underwriting  discounts and estimated o ffering
expenses) from the issuance o f Series C Preferred Shares in this o ffering . We intend to  use the net proceeds from this o ffering  fo r
general co rporate  purposes, which may include making  vessel acquisitions o r investments. Pending  the application o f funds fo r these
purposes, we may repay a po rtion o f our outstanding  debt under certain o f our revo lving  credit facilities. Our outstanding  indebtedness
under these facilities has an effective interest rate  o f approximately 6% per annum (g iving  effect to  our interest rate  swap ag reements)
and the facilities have maturity dates commencing  in 2015.
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RATIO OF EARNINGS TO FIXED CHARGES AND PREFERENCE DIVIDENDS

The fo llowing  table  sets fo rth our ratio  o f earnings to  fixed charges and preference dividends fo r the periods presented:
 

 

  
Nine  Months

Ende d
S e pte mbe r 30,

2010

  Ye ar Ende d De c e mbe r 31,   
August  12

to
De c e mbe r 31,

2005  

 January 
1
to

August 11,
2005       2009    2008   2007   2006    

Ratio  o f earnings to  fixed charges and
preference dividends   —    2.6     —    0.5    2.6    6.9    2.0  

Do llar amount (in thousands) o f deficiency
in earnings to  fixed charges and
preference dividends   255,290   —     261,229    29,904     —    —    —  

 
(1) Represents data from our predecesso r, SCLL, fo r the period prio r to  our initial public  o ffering .
 
(2) For purposes o f calculating  the ratio s o f earnings to  fixed charges and preference dividends:
 

 
•  “earnings” consist o f pre-tax income from continuing  operations prepared under GAAP (which includes non-cash

unrealized gains and lo sses on derivative financial instruments) plus fixed charges, net o f capitalized interest and
capitalized amortization o f deferred financing  fees; and

 

 
•  “fixed charges” represent interest incurred (whether expensed o r capitalized) and amortization o f deferred financing

costs (whether expensed o r capitalized) and accretion o f discount.
 

 
•  “preference dividends” refers to  the amount o f pre-tax earnings that is required to  pay the cash dividends on outstanding

preference securities and is computed as the amount o f the dividend divided by (1 minus the effective income tax rate
applicable  to  continuing  operations).

The ratio  o f earnings to  fixed charges and preference dividends is a ratio  that we are  required to  present in this prospectus
supplement and has been calculated in acco rdance with SEC rules and regulations. This ratio  has no  application to  our credit and lease
facilities and Series C Preferred Shares, and we believe is no t a ratio  generally used by investo rs to  evaluate  our overall operating
perfo rmance.
 
(3) The ratio  o f earnings to  fixed charges and preference dividends fo r this period was less than 1.0x.
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CAPITALIZATION

The fo llowing  table  sets fo rth our capitalization as o f September 30, 2010, and as adjusted as o f September 30, 2010 to  g ive
effect to  the issuance o f the Series C Preferred Shares and the application o f the net proceeds therefrom. Please read “Use o f
Proceeds.”
 
   S e pte mbe r 30, 2010  
   Ac tual   As Adjuste d  
   (Unaudite d)  
   (dollars in thousands)  
Cash and cash equivalents   $ 146,709   $ 146,709  
Long-term debt (including  current po rtion)    2,370,446    2,129,840  
Other long-term liabilities (including  current po rtion)    507,250    507,250  

Shareho lders’ equity:    
Share capital    

Series A Preferred Shares, $0.01 par value; 315,000 shares autho rized; 200,000 shares issued
and outstanding    

Series B Preferred Shares, $0.01 par value; 260,000 shares autho rized; 260,000 shares issued
and outstanding    

Series C Preferred Shares, $0.01 par value; 40,000,000 shares autho rized; no  shares issued and
outstanding , actual; 10,000,000 shares issued and outstanding , as adjusted    

Class A common shares, par value $0.01 per share, 200,000,000 shares autho rized;
68,385,151 shares issued and outstanding    

Class B common shares, par value $0.01 per share, 25,000,000 shares autho rized; nil shares
issued and outstanding    

Class C common shares, par value $0.01 per share, 100 shares autho rized; 100 shares issued
and outstanding    689    789  

Additional paid-in capital    1,523,623    1,764 ,129  
Deficit    (602,055)   (602,055) 
Accumulated o ther comprehensive lo ss    (71,604)   (71,604) 

To tal shareho lders’ equity    850,653    1,091,259  
To tal capitalization   $3,728,349   $3,728,349  

 
(1) Other long-term liabilities represents amounts due under non-recourse o r limited recourse sale-leaseback arrangements with

financial institutions to  finance certain vessels under construction.
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SELECTED HISTORICAL FINANCIAL AND OPERATING DATA

The fo llowing  table  presents, in each case fo r the periods and as at the dates indicated, our selected histo rical financial and
operating  data.

The selected histo rical financial and operating  data has been prepared on the fo llowing  basis:
 

 

•  The histo rical financial and operating  data as at and fo r the years ended December 31, 2009 and 2008 is derived from our
audited conso lidated financial statements and the no tes thereto , which are  contained in our Annual Report on Form 20-F
fo r the year ended December 31, 2009, filed with the SEC, on March 19, 2010 and inco rporated by reference into  this
prospectus.

 

 
•  The histo rical financial and operating  data as at and fo r the year ended December 31, 2007 is derived from our audited

conso lidated financial statements and the no tes thereto , which are  contained in our Annual Report on Form 20-F fo r the
year ended December 31, 2008, filed with the SEC on March 31, 2009.

 

 

•  The histo rical financial and operating  data as at and fo r the period ended December 31, 2005 is derived from our audited
conso lidated financial statements and the no tes thereto , which are  contained in our Annual Report on Form 20-F fo r the
year ended December 31, 2005, filed with the SEC on March 16, 2006. The histo rical financial and operating  data as at
and fo r the period ended August 11, 2005 is derived from the audited combined financial statements and the no tes
thereto  o f our predecesso r, SCLL, which are  contained in our Annual Report on Form 20-F fo r the year ended
December 31, 2005, filed with the SEC on March 16, 2006. We were inco rporated on May 3, 2005 and were inactive
prio r to  our initial public  o ffering  and the acquisition o f our initial fleet on August 12, 2005.

 

 
•  The histo rical financial and operating  data as at and fo r the nine months ended September 30, 2010 and 2009 is derived

from our unaudited interim conso lidated financial statements and the no tes thereto , which are  contained in our Report on
Form 6-K filed with the SEC on October 28, 2010, and inco rporated by reference into  this prospectus.
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The fo llowing  table  should be read together with, and is qualified in its entirety by reference to , our financial statements and
histo rical predecesso r combined financial statements, and the no tes thereto  inco rporated by reference into  this prospectus.
 

  Ye ar Ende d De c e mbe r 31,   

August 12 
to

De c e mbe r 31,  

January 1
to  

August 11,  
Nine  Months  Ende d

S e pte mbe r 30,  
  2009   2008   2007   2006   2005   2005   2010   2009  
S tate me nts  of ope rations

data (in thousands  of
dollars ):         

Re ve nue  $ 285,594   $ 229,405   $ 199,235   $ 118,489   $ 34,803   $ 40,157   $ 289,265   $ 207,015  
Ope rating e xpe nse s :         

Ship ope rating   80 ,162    54 ,416    46 ,174    27,869    7,832    7,733    78 ,269    57,730  
De pre c iation   69 ,996    57,448    50 ,162    26 ,878    7,186    9 ,904    71,302    50 ,969  
Ge ne ral and

adm inis trative   7,968    8 ,895    6 ,006    4 ,911    1,694    218    6 ,885    6 ,058  
Ope rating e arnings   127,468    108,646    96 ,893    58 ,831    18 ,091    22 ,302    132,809    92 ,258  
Othe r e xpe nse s  (inc om e ):         

In te re s t e xpe nse   21,194    33,035    34 ,062    17,594    1,699    14 ,563    20 ,272    15 ,802  
C hange  in  fair value  of

financ ial
ins trum e nts    (46 ,450)   268,575    72 ,365    908    —    (7,308)   336,547    76   

In te re s t inc om e   (311)   (694)   (4 ,074)   (1,542)   (124)   —    (41)   (270) 
Write -off on de bt

re financ ing   —    —    635    —    —    —    —    —  
Undrawn c re dit fac ility fe e   4 ,641    5 ,251    3,057    2 ,803    1,041    —    3,072    3,512  
Am ortiz ation of de fe rre d

c harge s   2 ,042    1,825    1,256    1,980    726    450    2 ,296    1,476  
Othe r   1,100    —    —    —    —    (17)   —    1,100  

Ne t e arnings  (loss )  $ 145,252   $ (199,346)  $ (10,408)  $ 37,088   $ 14,749   $ 14,614   $ (229,337)  $ 70,562  
S tate me nts  of c ash flows  data

(in thousands  of dollars ):         
C ash flows  provide d by (use d

in):         
Ope rating ac tivitie s  $ 94,576   $ 124,752   $ 113,168   $ 71,363   $ 24,115   $ 19,289   $ 97,673   $ 64,780  
Financ ing ac tivitie s   312,059    523,181    1,022,443    610,798    817,856    793    514,037    238,867  
Inve s ting ac tivitie s   (409,520)   (634,782)   (1,104,704)   (605,652)   (826,253)   (20 ,939)   (598,401)   (335,903) 

S e le c te d balanc e  she e t data
(at pe riod e nd, in
thousands  of dollars ):         

C ash and c ash e quivale nts  $ 133,400   $ 136,285   $ 123,134   $ 92,227   $ 15,718   $ 3,209   $ 146,709   $ 104,029  
C urre nt asse ts   146,053    141,711    130,318    96 ,655    18 ,070    22 ,316    158,575    111,948  
Ve sse ls    3,485,350    3,126,489    2 ,424,253    1,198,782    621,163    466,112    4 ,082,881    3,425,436  
Total asse ts   3,664,447    3,296,872    2 ,576,901    1,317,216    650,558    496,976    4 ,289,564    3,569,927  
Long-te rm  de bt   1,883,146    1,721,158    1,339,438    563,203    122,893    405,495    2 ,370,446    1,824,300  
Owne r’s  e quity   —    —    —    —    —    4 ,976    —    —  
Share  c apital   679    668    575    475    360    —    689    677  
Total share holde rs ’ e quity   1,059,566    746,360    862,326    725,015    523,439    —    850,653    966,594  

O the r data:         
Num be r of ve sse ls  in

ope ration at pe riod e nd   42     35     29     23    13    10     53    41  
TEU c apac ity at pe riod e nd   187,456    158,483    143,207    108,473    63,719    50 ,960    252,300    182,369  
Fle e t u tiliz ation rate    99 .7%   99 .3%   99 .0%   99 .0%   100.0%    99 .8%   98 .3%    99 .8%  
 
(1) Re pre se nts  se le c te d  financ ial data for our pre de c e ssor for the  pe riod prior to  our in itial public  offe ring and the  ac quis ition  of our in itial fle e t.
 
(2) Subse que nt to  the  in itial public  offe ring, we  e nte re d in to  in te re s t rate  swap agre e m e nts  to  re duc e  our e xposure  to  m arke t risks  from  c hanging in te re s t

rate s . The  swap agre e m e nts  fix LIBOR at 4 .6325%  to  5 .8700%  base d on e xpe c te d drawdowns  and outs tanding de bt until at le as t Fe bruary 2014. In te re s t
rate  swap agre e m e nts  are  re c orde d on the  balanc e  she e t at the ir re spe c tive  fair value s . For
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the  in te re s t rate  swap agre e m e nts  that we re  de s ignate d as  he dging ins trum e nts  in  ac c ordanc e  with  the  re quire m e nts  in  the  ac c ounting lite rature , the
c hange s  in  the  fair value  of the se  in te re s t rate  swap agre e m e nts  we re  re porte d  in  ac c um ulate d othe r c om pre he ns ive  inc om e . The  fair value  will c hange
as  m arke t in te re s t rate s  c hange . For de s ignate d swaps , am ounts  payable  or re c e ivable  unde r the  in te re s t rate  swaps  are  inc lude d in  e arnings  whe n and
whe re  the  de s ignate d in te re s t paym e nts  are  inc lude d. The  ine ffe c tive  portion of the  in te re s t rate  swaps  are  re c ogniz e d im m e diate ly in  ne t inc om e .
Othe r in te re s t rate  swap agre e m e nts  and de rivative  ins trum e nts  that are  not de s ignate d as  he dging ins trum e nts  are  m arke d to  m arke t and are  re c orde d
on the  balanc e  she e t at fair value . The  c hange s  in  the  fair value  of the se  ins trum e nts  are  re c orde d in  e arnings . On January 31, 2008, we  de -de s ignate d
two of our in te re s t swaps  for whic h we  we re  obtaining he dge  ac c ounting. On Se pte m be r 30, 2008, we  e le c te d  to  prospe c tive ly de -de s ignate  all in te re s t
rate  swaps  for whic h we  we re  obtaining he dge  ac c ounting tre atm e nt due  to  the  c om plianc e  burde n assoc iate d  with  th is  ac c ounting polic y. As  a re sult,
all of our in te re s t rate  swap agre e m e nts  and the  swaption agre e m e nt are  m arke d to  m arke t subse que nt to  th is  date  and the  c hange s  in  the  fair value  of
the se  ins trum e nts  are  re c orde d in  e arnings . Prior to  our in itial public  offe ring the  in te re s t rate  swap agre e m e nts  of our pre de c e ssor we re  re c ogniz e d
on the  pre de c e ssor c om bine d balanc e  she e t at the ir fair value . As  the  pre de c e ssor d id  not de s ignate  the  in te re s t rate  swap agre e m e nts  as  he dging
ins trum e nts  in  ac c ordanc e  with  the  re quire m e nts  in  ac c ounting lite rature , c hange s  in  the  fair value  of the  in te re s t rate  swaps  have  be e n re c ogniz e d in
e arnings . The se  c hange s  oc c ur due  to  c hange s  in  m arke t in te re s t rate s  for de bt with  subs tantially s im ilar c re dit risk and paym e nt te rm s . The se  in te re s t
rate  swaps , toge the r with  the  unde rlying de bt, we re  se ttle d  by the  pre de c e ssor and not assum e d by us  on c om ple tion of the  in itial public  offe ring and
the  ac quis ition  of the  in itial fle e t.

 
(3) Ve sse l am ounts  inc lude  the  ne t book value  of ve sse ls  in  ope ration and de pos its  on ve sse ls  unde r c ons truc tion.
 
(4) For a de sc rip tion of our c apital s toc k, p le ase  re ad “De sc rip tion of C apital Stoc k.”
 
(5) Fle e t u tiliz ation is  base d on num be r of ope rating days  d ivide d by the  num be r of owne rship  days  during the  pe riod.
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THE INTERNATIONAL CONTAINERSHIP INDUSTRY

The information and data contained in this prospectus relating to the international container shipping industry has been
provided by Clarkson Research Services Limited, or CRSL, and is taken from CRSL’s database and other sources. We do not have any
knowledge that the information provided by CRSL is inaccurate in any material respect. CRSL has advised that: (i) some information in
CRSL’s database is derived from estimates or subjective judgments; (ii) the information in the databases of other maritime data
collection agencies may differ from the information in CRSL’s database; and (iii) although CRSL has taken reasonable care in the
compilation of the statistical and graphical information and believes it to be accurate and correct, data compilation is subject to limited
audit and validation procedures and may accordingly contain errors.

Overview o f the Container Shipping  Market

Container shipping  is responsible  fo r the movement o f a wide range o f goods between different parts o f the world in a
unitized fo rm and, since its beg innings in the late  1960s, containerization has become an integ ral part o f the g lobal economy. The use
o f containers in g lobal trade has resulted in considerable  production and effic iency gains and has become important to  the process o f
g lobalization. A wide range o f cargoes are  transported by container but most no tably container transportation is responsible  fo r the
shipment o f a diverse selection o f manufactured and consumer goods. These cargoes are  transported by container to  end users in all
reg ions o f the world, and in particular from key producing  and manufacturing  reg ions to  end users in the world’s largest consumer
economies. Partic ipants in the container shipping  industry include “liner” shipping  companies, who  operate  container shipping  services
and own containerships, containership owners, o ften known as “charter owners,” who  own containerships and charter them out to  liner
companies, and shippers who  require  the seaborne movement o f containerized goods.
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Containership Demand

The expansion o f g lobal container trade is heavily influenced by g lobal economic g rowth, increases in economic
consumption at a g lobal and reg ional level, and the process o f g lobalization. In 2008, g lobal container trade peaked at 137 million TEU,
fo llowing  an average annual increase in trade o f 9.6% in the period 1999-2008. During  this period rapid g rowth in exports from China
were driving  a significant part o f the increase in container trade, along  with g rowth in container trade vo lumes in and out o f Russia and
the Baltic , and to  and from o ther emerg ing  markets such as Brazil. Intra-Asian container trade vo lumes also  g rew rapidly during  this
period. In 2009, g lobal container trade was an estimated 124  million TEU fo llowing  a significant contraction o f 8.9% due to  the
economic slowdown. Trade figures available  fo r 2010 show improved container vo lumes on many o f the world’s largest trade lanes,
and it is estimated that in full year 2010 g lobal container trade is set to  expand by 12.3%.

Note : The  2010 and 2011 fore c as ts  are  base d on data available  in  De c e m be r 2010 for fu ll ye ar 2010 and for fu ll ye ar 2011 and subje c t to  c hange . The re  is
lim ite d  trade  and e c onom ic  data for 2010. The se  fore c as ts  are  subje c tive  and de pe nde nt on c ontinue d e c onom ic  re c ove ry. The re  is  no guarante e  that
tre nds  are  sus tainable .

Trade Routes and Growth Trends

Global container trade is spread over a range o f long-haul, reg ional, and intra-reg ional routes, which can be separated into  four
categories. The individual “mainlane” container trades on the majo r east-west routes are  the world’s largest in vo lume terms, with the
Transpacific  trade route  fo rming  the world’s largest container trade with 15% of the to tal container vo lume in 2009, fo llowed by the Far
East-Europe trade route  and the Transatlantic  trade route . Due to  the higher cargo  vo lumes on these routes, they are  generally served
by very large Post-Panamax ships with capacity 8,000 TEU and above, and by o ther large Post-Panamax and Panamax containerships
generally with capacity from 8,000 TEU down to  around 4 ,500 TEU. There are  also  some 3000-4500 TEU containerships which
continue to  serve these trades. Non-Mainlane East-West routes include trade lanes between the Indian Sub-Continent o r the Middle East
and North America, Europe o r the Far East, and are  generally served by a range o f ship sizes, from smaller Post-Panamax
containerships below 8,000 TEU to  vessels o f Panamax size and below. North-South trade routes fo rm the second layer o f the g lobal
liner network, connecting  the no rthern hemisphere with South America, Africa and Oceania, and are  generally served by vessels o f
between 1,000-5,000 TEU. Intra-reg ional trade routes include bo th intra-Asian and intra-European trades, where containerships below
3,000 TEU in size generally provide the majo rity o f transportation. Intra-Asian container trades co llectively constitute  the largest
po rtion o f g lobal containership vo lumes. Po rts invo lved in these trades o ften impose infrastructural and o ther limitations on the vessel
types that can be utilized, such as draft restric tions o r the lack o f availability o f handling  equipment.
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As mentioned above, 2010 has seen increased demand fo r g lobal container trade. This has been evidenced across most trade
routes and is expected to  continue through 2011.

Note : The  2010 and 2011 fore c as ts  are  base d on data available  in  De c e m be r 2010 for fu ll ye ar 2010 and for fu ll ye ar 2011 and are  subje c t to  c hange . The re  is
lim ite d  trade  and e c onom ic  data available  for 2010. The se  fore c as ts  are  subje c tive  and de pe nde nt on c ontinue d e c onom ic  re c ove ry. The re  is  no guarante e
that tre nds  are  sus tainable .

Containership Supply

The most significant po rtion o f the g lobal container capable  fleet is comprised o f fully cellular containerships which as o f
December 1, 2010, represented 4 ,963 vessels with a to tal capacity o f 14 .1 million TEU. The remainder o f the fleet is made up o f a
range o f non-fully cellular vessel types, including  multi-purpose vessels, o r MPPs, capable  o f carrying  container and breakbulk cargo ,
ro ll-on ro ll-o ff cargo  vessels, o r Ro-Ros, and general cargo  vessels, which o ften have container carrying  capacity. Unless no ted
o therwise, the remainder o f the discussion in this section focuses on fully cellular containerships. As o f December 1, 2010, liner
companies accounted fo r the ownership o f 49.7% of containership fleet capacity, and charter owners, who  own containerships and
charter them out fo r operation by liner companies, accounted fo r 50.3% of to tal fleet capacity.

Overall fully cellular containership standing  slo t capacity expanded at an average annual g rowth rate  o f 10.6% in the period
between 1985 and 2009. Fully cellular containership capacity is estimated to  have increased by 12.7% in 2008, and 6.1% in 2009. The
fully cellular fleet capacity is expected (based on data available  in December 2010) to  have expanded by 9.5% in full year 2010 and is
pro jected to  increase by 6.4% in 2011.
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Note : The  2010 and 2011 fore c as ts  are  base d on data available  in  De c e m be r 2010 for fu ll ye ar 2010 and for fu ll ye ar 2011 and subje c t to  c hange . The y take
into  ac c ount the  orde rbook as  at De c e m be r 1, 2010, pote ntial de lay and c anc e llation of de live rie s , and proje c te d  de m olition  of c apac ity. The se  figure s  are
subje c t to  c hange  as  a re sult of ac tual de live ry de lay and c anc e llation, re -ne gotiation of c ontrac ts  and le ve ls  of de m olition . Due  to  te c hnic al and c ontrac tual
is sue s , the re  is  c urre ntly c ons ide rable  unc e rtain ty surrounding the  de live ry of the  orde rbook.

As o f December 1, 2010, the containership o rderbook comprised 642 vessels and 3.88 million TEU, representing  28% of the
existing  fleet in terms o f capacity. The size o f o rderbook, however, differed widely across containership size segments, as
demonstrated below, with the most significant o rderbook compared to  existing  fleet capacity being  in the larger vessel sizes.

Containership Order Book by Year o f Delivery
 

Containe rship
T ype

 

S iz e  (T EU)

 T otal O rde r B ook   2010   2011   2012   2013+   % Non-
De live ry
(2009)    Numbe r  

‘000
T EU   

% of
fle e t   

‘000
T EU   

% of
flt   

‘000
T EU   

% of
flt   

‘000
T EU   

% of
flt   

‘000
T EU   

% of
flt   

Post- Panamax  8,000 & above   235    2 ,581.0     94 .2%    35 .7    1.3%    1,049.5     38 .3%    888.4     32 .4%    607.4     22 .2%    46%  
Post- Panamax  3,000- 7,999   125    680.5     22 .1%    20 .0     0 .7%    316.1    10 .3%    260.3    8 .5%    84 .1    2 .7%    47%  
Panamax  3,000 & above   78     321.3    8 .2%    36 .7    0 .9%    132.6     3.4%    131.5     3.4%    20 .5     0 .5%    36%  
S ub- Panamax  2,000- 2,999   44     113.4     6 .3%    29 .5     1.6%    35 .9     2 .0%    31.9     1.8%    16 .2     0 .9%    50%  
Handy  1,000- 1,999   109    144.0     7.9%    22 .3    1.2%    74 .5     4 .1%    25 .7    1.4%    21.5     1.2%    53%  
Fe e de r/Max  100- 999   51    39 .9     5 .4%    20 .2     2 .8%    19 .7    2 .7%    0 .0     0 .0%    0 .0     0 .0%    68%  
T otal  100+  T EU   642    3,880.2     27.6%    164.5     1.2%    1,628.3    11.6%    1,337.8     9 .5%    749.7    5 .3%    45%  

Sourc e : C larkson Re se arc h, De c e m be r 2010.

Note : Orde rbook as  at De c e m be r 1, 2010. Going forward, the  orde rbook will be  influe nc e d by de lays , c anc e llations  and the  re -ne gotiation of c ontrac ts . Due
to  the se  te c hnic al and c ontrac tual is sue s , the re  is  c urre ntly c ons ide rable  unc e rtain ty surrounding the  orde rbook. The  figure s  quote d above  re late  to  the
orde rbook as  at De c e m be r 1, 2010 and do not take  in to  ac c ount pote ntial de live ry proble m s . Orde rbook inc lude s  som e  orde rs  orig inally sc he dule d for 2009
de live ry.

Although establishing  accurate  data is difficult, approximately 45% of scheduled deliveries in terms o f TEU capacity
expected to  enter the fleet in 2009 at the start o f that year have been confirmed as non-delivered during  2009. This figure was 68% fo r
containerships below 1,000 TEU in size, 51% fo r containerships between 1,000 TEU and 2,999 TEU, 36% fo r Panamax containerships
and 46% fo r Post-Panamax containerships. This is partly due to  statistical reporting  delays but also  because o f delays in construction
and cancellations o f o rders. The tables above and below illustrate  the difference between scheduled start year and actual containership
deliveries in 2009. It is estimated that in 2010 “non delivery” has remained a feature  o f the containership secto r.
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Around 1.3 million TEU of containership capacity has been confirmed as delivered in the first 11 months o f the year. Delivering  the
o rderbook presents a number o f challenges, with facto rs bo th technical and financial facing  bo th shipyards and owners contributing  to
delays in and cancellations o f the containership scheduled deliveries.

Additionally, the placement o f new o rders fo r containership capacity slowed dramatically in 2009. In 2007 a histo rical high
level o f 3.2 million TEU of containership capacity was o rdered. In 2008 the vo lume o f o rdering  slowed to  1.1 million TEU, while
containership contracting  activity in 2009 was neg lig ible . Contracting  activity picked up in the second half o f 2010, with the to tal fo r the
first 11 months o f 2010 reaching  0.6 million TEU. In the period from 1996 to  2008 an average o f 312 containership o rders were placed
each year, with the average level o f capacity o rdered to taling  1.2 million TEU.

In the period from 1996 to  2008 an average o f 30 containerships were scrapped each year. A substantial vo lume o f ag ing
containership capacity was so ld fo r scrap in 2009, with the full year seeing  201 containerships with a combined capacity o f 0.38 million
TEU so ld fo r demolition, significantly higher than histo rical levels. In the first 11 months o f 2010, 78 containerships with a combined
capacity o f 0.12 million TEU were so ld fo r scrap. As o f December 1, 2010, the average age o f a vessel in the containership fleet was
10.4  years. The majo rity o f ag ing  containership capacity is at the smaller end o f the fleet below 4 ,000 TEU, where some capacity may
be more at risk to  becoming  outdated by increased trade vo lumes over time being  more effic iently served by larger ships. Overall, 6%
of containership fleet capacity is currently aged 20 years o r more.

As a result o f the slowdown in demand through 2009, the po rtion o f the fleet no t in operation (o r idle) g rew from 0.42 million
TEU at the end o f 2008 to  peak at an estimated 1.52 million TEU of capacity in December 2009, representing  approximately 570
vessels, acco rding  to  AXS-Alphaliner, equal to  11.8% of the g lobal fleet by capacity, acco rding  to  Clarkson Research. However, the
proportion o f “idle” capacity has declined through most o f 2010 to  date , as carriers have reintroduced capacity on reactivated o r newly
implemented services, and in some cases upgraded capacity on existing  services, to  meet the apparent rise  in trade vo lumes. As o f
the start o f December 2010 it was reported that a to tal o f 0.36 million TEU of capacity was idle , acco rding  to  AXS-Alphaliner,
equivalent to  around 2.5% o f the g lobal fleet by capacity, acco rding  to  Clarkson Research.

Fo llowing  the downturn in container trade vo lumes in late  2008 and 2009, a significant number o f container shipping  services
began to  be operated at slower vessel speeds than previously by liner companies, with additional ships added to  services in o rder to
maintain fixed regular po rt call schedules. This management o f supply no t only reduced liner company bunker costs but also  helped
abso rb containership capacity, as ‘slow steamed’ services o ffer the same amount o f ‘running ’ capacity whilst requiring  additional
standing  vessel capacity. As o f December 2010, slow steaming  remains in place on a range o f container shipping  services and appears
to  have been most prevalent on services on the longer mainlane trades such as the Far East-Europe and the Transpacific , where there  is
the g reater possibility to  add an extra ship and adjust the service speed to  an appropriate  level, than on sho rter-haul trades. Along  with
the idling  o f capacity, slow steaming  o f services was ano ther o f a range o f initiatives to  manage supply during  the period o f declining
container trade vo lumes.

Containership Markets

Containership Timecharter Rates

Pricing  o f containership transportation services occurs against a background o f a highly competitive g lobal containership
charter market. Containership charter rates depend on the supply o f, and demand fo r, containership capacity, and can vary significantly
from year to  year. Containership economies o f scale  mean that the daily time charter rate  per TEU fo r a larger containership is less than
fo r a ship with lower TEU capacity. The containership charter market experienced significant upward movement in time charter rates in
the period between the start o f 2002 and the middle  o f 2005. The market recovered from the falls in charter rates seen in 2001 to  levels
beyond previous market highs befo re falling  again mid-way through 2005, stabiliz ing  in the first half o f 2006, and then slipping  further
during  the second half o f 2006. The first half o f 2007 saw the containership charter market recover to  rate  levels similar to  those seen in
late  2005 and early 2006, while  early
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2008 saw rates rise  further. However, the onset o f the g lobal economic downturn and the resulting  slowdown in container trade g rowth
created a relative oversupply o f capacity, leading  to  a rapid fall in containership earnings in the latter half o f 2008, which continued in the
first half o f 2009, with earnings remaining  depressed during  the rest o f the year. In 2010 containership charter rates reg istered an upward
trend over the year as a who le, although rates remain below long  term averages. Based on an index covering  a range o f containership
sizes, time charter daily rates improved 86% during  2010. Among  o ther facto rs, there  has been a reduction in the number o f vessels in
lay-up and an increase in transported container vo lumes over the low levels o f 2009. The estimated one year time charter rate  fo r a
3500 TEU containership at the end o f December 2009 was $5,450 per day. At the end o f December 2010, it was $14 ,500 per day,
compared to  an average o f $26,902 per day in the period 2000 to  2009.

Note : Es tim ate s  base d on m arke t asse ssm e nts  for the ore tic al fu lly c e llu lar ships  by H. C larksons  & C o. Ltd . Broke rs . The se  e s tim ate s  are  base d on a g ive n
point in  tim e  and are  no guide  to  or guarante e  of fu ture  rate s . Ge are d ve sse ls  have  the ir own c rane s  for the  purpose  of loading and unloading c ontaine rs .

There are , o f course, limitations and risks to  future  scenarios, dependent on developments in the world economy and g lobal
trade patterns, and the development o f o rdering , deliveries and demolitions in the future . With the g rowth in container vo lumes having
turned very negative in 2009, supply far outweighed demand fo r the g lobal movement o f containers, causing  significant downwards
pressure on the entire  container shipping  secto r. The impact o f the differential between g rowth in demand and supply on the
containership charter market was sharply negative, pushing  rates acutely downwards. Demand g rowth has outpaced capacity expansion
in 2010 leading  to  upwards pressure on rates but the re-deployment o f “idle” capacity, the fact that there  are  still a considerable  number
o f vessels to  be delivered within the next few years, and po tential demand side risks may put downward pressure on charter rates.

Vessel Values: The Newbuilding and Secondhand Containership Market

Newbuilding Prices. The development o f containership newbuilding  prices reflects bo th the demand fo r vessels as well as the
cost o f acquisition o f new containerships by owners from shipyards, which is influenced by the cost o f materials and labor, availability
o f shipbuilding  capacity, and the impact o f demand from o ther shipping  secto rs on shipyards. Economies o f scale  in containership
building  mean that the cost per TEU invo lved in building  larger containerships is less than fo r vessels with smaller TEU capacity.
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The to tal newbuilding  price fo r a theo retical 6200 TEU containership increased from $60.0 million at the start o f 2003 to  peak
at $108.0 million in the period June to  September 2008. However, fo llowing  the onset o f the downturn, this figure fell to  $66.0 million
at the end o f January 2010. By the end o f December 2010 it had increased to  $79.5 million. The g raph below shows the histo rical
development o f containership newbuilding  prices. The average price fo r a 6200 TEU containership newbuilding  since March 2001 is
estimated at $83.6 million.

Note : Pric e s  are  e valuate d at the  e nd of e ac h c ale ndar m onth . Ne wbuild ing pric e s  assum e  “Europe an spe c .,” s tandard  paym e nt sc he dule s  and “firs t c lass
c om pe titive  yards” quotations . Pric e s  are  e valuate d at the  e nd of e ac h c ale ndar m onth .

Secondhand Prices. As the containership charter market is playing  an increasing ly important ro le  in the container shipping
industry as a who le, the market fo r the sale  and purchase o f secondhand containerships has also  expanded. Secondhand vessel prices
are  influenced by newbuilding  prices and also  by vessel charter rates o r earnings, although there is sometimes a lag  in the relationship.

Activity on the secondhand market fo r containerships has g rown steadily in recent years from relatively low vo lumes o f
activity previously. A portion o f this activity has been constituted by the sale  o f containerships by liner companies to  charter owners.
These sales have commonly been accompanied by “time charter back” arrangements whereby the liner company sells the vessel,
removing  the asset from its balance sheet, then, as part o f the transaction, arranges a time charter o f the vessel from the party to  which
it has so ld the ship. The liquidity o f the secondhand sales market is much g reater fo r small and medium-sized containerships than fo r
large vessels. Only 200 o f the 1,271 secondhand containership sales reco rded in the period from 1999 to  2009 invo lved ships with
3,000 TEU or more in capacity. Large containerships are  generally newer, and more likely to  remain owned by their o rig inal owner
either fo r their own end use o r on an initial re latively long-term charter.

Secondhand containership sales vo lumes show some vo latility and the first 11 months o f 2010 saw 155 secondhand vessels
with a combined capacity o f 344 ,826 TEU so ld. The fo llowing  g raph shows the development o f secondhand prices fo r five-year o ld
containerships. Trends in secondhand prices fo r o lder containerships typically move acco rding  to  similar cycles. The g raph shows the
development o f five-year o ld 3500 TEU, 1700 TEU and 1000 TEU ship prices. The five-year o ld 1700 TEU price as at end December
2010 was estimated to  be approximately $23.5 million, compared to  a 10-year average o f $24 .7 million. The price fo r a theo retical
five-year o ld 1700 TEU containership decreased from $37.5 million at the start o f June 2008 to  just $14 .0 million at the end o f 2009.
However, the first 11 months o f 2010 saw an upward trend in containership secondhand prices.
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Note : Pric e s  are  e valuate d at the  e nd of e ac h c ale ndar m onth . The re  have  be e n pe riods  of unc e rtain ty surrounding se c ondhand pric e s  and the  value s
provide d be twe e n Oc tobe r 2008 and De c e m be r 2009 are  subje c t to  wide r than usual c onfide nc e  m argins .
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BUSINESS

Overview

We are a leading  independent charter owner o f containerships, which we charter primarily pursuant to  long-term, fixed-rate
time charters. We seek additional accretive vessel acquisitions as market conditions allow. We primarily deploy our vessels on long-
term, fixed-rate  time charters to  take advantage o f the stable  cash flow and high utilization rates that are  typically associated with long-
term time charters.

As o f December 31, 2010 we operated a fleet o f 55 containerships (including  one leased vessel) and have entered into
contracts to  purchase an additional e ight containerships and to  lease an additional six containerships. The average age o f the 55 vessels
in our fleet was approximately five years as o f December 31, 2010. Our customer selection process is targeted at well-established
container liner companies that charter-in vessels on a long-term basis as part o f their fleet expansion strategy. Customers fo r our
operating  fleet are  CSCL Asia, HL USA, APM, COSCON, CSAV, MOL, K-Line and UASC. Customers fo r the additional 14  vessels will
include K-Line and COSCON. Please read “—Our Fleet” fo r more info rmation.

Most o f our customers’ container shipping  business revenues are  derived from the shipment o f goods from the Asia Pacific
reg ion, primarily China, to  various overseas export markets in the United States and in Europe.

Our Manager and certain o f its who lly owned subsidiaries provide our management team and all o f the technical,
administrative and strateg ic  services necessary to  support our business, including  purchasing  supplies, crewing , vessel maintenance,
insurance procurement and claims handling , inspections, and ensuring  compliance with flag , c lass and o ther statuto ry requirements. Fo r
more info rmation about the ag reements with our Manager that govern the provision o f management services fo r our fleet, please read
“Our Manager and Management Related Agreements—Management Agreements.” In addition to  the ship management services
provided to  us, our Manager also  provides limited ship management services to  o ther vessel owning  companies.

Our Fleet

Our Operating Fleet

The fo llowing  table  summarizes key facts regarding  our vessels as o f December 31, 2010:
 

Ve sse l Name  

Ve sse l
Class
(T EU)  

Ye ar
B uilt  

Charte r
S tart Date  Charte re r  Le ngth of T ime  Charte r  Daily  Charte r Rate

            (in thousands)
CSCL Zeebrugge  9600  2007  3/15/07  CSCL Asia 12 years  $34 .0
CSCL Long  Beach  9600  2007  7/6/07  CSCL Asia 12 years    34 .0
CSCL Oceania  8500  2004  12/4 /04  CSCL Asia 12 years + one 3-year option    29.8
CSCL Africa  8500  2005  1/24 /05  CSCL Asia 12 years + one 3-year option    29.5
COSCO Japan  8500  2010  3/9/10  COSCON  12 years + three one-year options    42.9
COSCO Korea  8500  2010  4 /5/10  COSCON  12 years + three one-year options    42.9
COSCO Philippines  8500  2010  4 /24 /10  COSCON  12 years + three one-year options    42.9
COSCO Malaysia  8500  2010  5/19/10  COSCON  12 years + three one-year options    42.9
COSCO Indonesia  8500  2010  7/5/10  COSCON  12 years + three one-year options    42.9
COSCO Thailand  8500  2010  10/20/10 COSCON  12 years + three one-year options    42.9
MOL Emerald  5100  2009  4 /30/09  MOL  12 years    28.9
MOL Eminence  5100  2009  8/31/09  MOL  12 years    28.9
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Ve sse l Name   

Ve sse l
Class
(T EU)   

Ye ar
B uilt   

Charte r
S tart Date   Charte re r   Le ngth of T ime  Charte r   Daily  Charte r Rate

                  (in thousands)
MOL Emissary   5100   2009  11/20/09  MOL   12 years     28.9
MOL Empire   5100   2010  1/8/10   MOL   12 years     28.9
Maersk Merritt

  
4800

  
1989

  
11/6/06

  
APM

  
5 years + two  1-year options + one 2-year
option   

  23.5

Cap Victo r
  

4800
  

1988
  

11/20/06
  

APM
  

5 years + two  1-year options + one 2-year
option   

  23.5

Cap York
  

4800
  

1989
  

12/6/06
  

APM
  

5 years + two  1-year options + one 2-year
option   

  23.5

Maersk Moncton
  

4800
  

1989
  

12/22/06
  

APM
  

5 years + two  1-year options + one 2-year
option   

  23.5

Bro tonne Bridge   4500   2010  10/25/10  K-Line   12 years + two  3-year options     34 .3
CSAV Licanten   4250   2001  7/3/01   CSCL Asia  10 years + one 2-year option     18.3
CSCL Chiwan   4250   2001  9/20/01   CSCL Asia  10 years + one 2-year option     18.3
CSCL Ningbo   4250   2002  6/15/02   CSCL Asia  10 years + one 2-year option     19.7
CSCL Dalian   4250   2002  9/4 /02   CSCL Asia  10 years + one 2-year option     19.7
CSCL Felixstowe   4250   2002  10/15/02  CSCL Asia  10 years + one 2-year option     19.7
CSCL Vancouver   4250   2005  2/16/05   CSCL Asia  12 years     17.0
CSCL Sydney   4250   2005  4 /19/05   CSCL Asia  12 years     17.0
CSCL New York   4250   2005  5/26/05   CSCL Asia  12 years     17.0
CSCL Melbourne   4250   2005  8/17/05   CSCL Asia  12 years     17.0
CSCL Brisbane   4250   2005  9/15/05   CSCL Asia  12 years     17.0
New Delhi Express

  
4250

  
2005

  
10/19/05

  
HL USA

  
3 years + seven 1-year extensions + two  1-
year options     18.0

Dubai Express
  

4250
  

2006
  

1/3/06
  

HL USA
  

3 years + seven 1-year extensions + two  1-
year options     18.0

Jakarta Express
  

4250
  

2006
  

2/21/06
  

HL USA
  

3 years + seven 1-year extensions + two  1-
year options     18.0

Saigon Express
  

4250
  

2006
  

4 /6/06
  

HL USA
  

3 years + seven 1-year extensions + two  1-
year options     18.0

Lahore Express
  

4250
  

2006
  

7/11/06
  

HL USA
  

3 years + seven 1-year extensions + two  1-
year options     18.0

Rio  Grande Express
  

4250
  

2006
  

10/20/06
  

HL USA
  

3 years + seven 1-year extensions + two  1-
year options     18.0

Santos Express
  

4250
  

2006
  

11/13/06
  

HL USA
  

3 years + seven 1-year extensions + two  1-
year options     18.0

Rio  de Janeiro  Express
  

4250
  

2007
  

3/28/07
  

HL USA
  

3 years + seven 1-year extensions + two  1-
year options     18.0

Manila Express
  

4250
  

2007
  

5/23/07
  

HL USA
  

3 years + seven 1-year extensions + two  1-
year options     18.0
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Ve sse l Name   

Ve sse l
Class
(T EU)   

Ye ar
B uilt   

Charte r
S tart Date   Charte re r   Le ngth of T ime  Charte r   Daily  Charte r Rate

                  (in thousands)
CSAV Loncomilla   4250   2009  4 /28/09   CSAV   6 years     25.9
CSAV Lumaco   4250   2009  5/14 /09   CSAV   6 years     25.9
CSAV Lingue   4250   2010  5/17/10   CSAV   6 years     25.9
CSAV Lebu   4250   2010  6/7/10   CSAV   6 years     25.9
UASC Madinah   4250   2009  7/1/10   UASC   2 years     20.5
COSCO Fuzhou   3500   2007  3/27/07   COSCON   12 years     19.0
COSCO Yingkou   3500   2007  7/5/07   COSCON   12 years     19.0
CSCL Panama   2500   2008  5/14 /08   CSCL Asia  12 years     16.8
CSCL São  Paulo   2500   2008  8/11/08   CSCL Asia  12 years     16.8
CSCL Montevideo   2500   2008  9/6/08   CSCL Asia  12 years     16.8
CSCL Lima   2500   2008  10/15/08  CSCL Asia  12 years     16.8
CSCL Santiago   2500   2008  11/8/08   CSCL Asia  12 years     16.8
CSCL San Jose   2500   2008  12/1/08   CSCL Asia  12 years     16.8
CSCL Callao   2500   2009  4 /10/09   CSCL Asia  12 years     16.8
CSCL Manzanillo   2500   2009  9/21/09   CSCL Asia  12 years     16.8
Guayaquil Bridge   2500   2010  3/8/10   K-Line   10 years     17.9
Calicanto  Bridge   2500   2010  5/30/10   K-Line   10 years     17.9
 
(1) CSCL Asia has an initial charter o f 12 years with a charter rate  o f $34 ,000 per day, increasing  to  $34 ,500 per day after six years.
 
(2) CSCL Asia has an initial charter o f 12 years with a charter rate  o f $29,500 per day fo r the first six years, $29,800 per day fo r the

second six years, and $30,000 per day during  the three-year option.
 
(3) COSCON has an initial charter o f 12 years with a charter rate  o f $42,900 per day fo r the initial term and $43,400 per day fo r the

three one-year options.
 
(4 ) The name o f the MSC Sweden was changed to  Maersk Merritt in May 2010 in connection with the termination o f a sub-charter

from APM to  Mediterranean Shipping  Company S.A.
 
(5) APM has an initial charter o f five years at $23,450 per day, two  consecutive one-year options to  charter the vessel at $22,400 and

$21,400 per day, respectively, and a final two-year option to  charter the vessel at $20,400 per day.
 
(6) The name o f the MSC Ancona was changed to  Maersk Moncton in August 2010 in connection with the termination o f a sub-

charter o f the vessel from APM to  Mediterranean Shipping  Company S.A.
 
(7) This vessel is leased pursuant to  a lease ag reement, which we used to  finance the acquisition o f the vessel.
 
(8) K-Line has an initial charter o f 12 years with a charter rate  o f $34 ,250 per day fo r the first six years, increasing  to  $34 ,500 per day

fo r the second six years, $37,500 fo r the first three-year option period and $42,500 fo r the second three-year option period.
 
(9) The name o f the CSCL Hamburg  was changed to  CSAV Licanten in November 2010, in connection with a sub-charter from CSCL

to  CSAV.
 
(10) CSCL Asia has an initial charter o f ten years with a charter rate  o f $18,000 per day fo r the first five years, $18,300 per day fo r the

second five years, and $19,000 per day fo r the two-year option. CSCL Asia has exercised its option on the CSAV Licanten.
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(11) CSCL Asia has an initial charter o f ten years with a charter rate  o f $19,933 per day fo r the first five years, $19,733 per day fo r the

second five years, and $20,500 per day fo r the two-year option.
 
(12) For these charters, the initial term was three years, which automatically extends fo r up to  an additional seven years in successive

one-year extensions, unless HL USA elects to  terminate  the charters with two  years’ prio r written no tice. HL USA would have been
required to  pay a termination fee o f approximately $8.0 million to  terminate  a charter at the end o f the initial term. The termination
fee declines by $1.0 million per year per vessel in years four through nine. The initial terms o f the charters fo r these vessels have
expired, and these charters have automatically extended pursuant to  their terms.

 
(13) HL USA had an initial charter o f three years that automatically extends fo r up to  an additional seven years with a charter rate  o f

$18,000 per day, and $18,500 per day fo r the two  one-year options.
 
(14 ) UASC has a charter o f two  years with a charter rate  o f $20,500 per day fo r the first year, increasing  to  $20,850 per day fo r the

second year. In addition, we pay a 1.25% commission to  a broker on all hire  payments fo r this charter.
 
(15) CSCL Asia has a charter o f 12 years with a charter rate  o f $16,750 per day fo r the first six years, increasing  to  $16,900 per day fo r

the second six years.

New Vessel Contracts

Our primary objective is to  acquire  additional containerships as market conditions allow, and to  enter into  additional long-term,
fixed-rate  time charters fo r such vessels.

As o f December 31, 2010, we had contracted to  purchase eight additional containerships and to  lease an additional six, all o f
which are  currently o r will be under construction, and have scheduled delivery dates through April 2012.
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As at December 31, 2010, the eight newbuilding  containerships that we have contracted to  purchase and the six newbuilding
containerships that we have contracted to  lease consist o f the fo llowing  vessels:
 

Ve sse l  

Ve sse l
Class
(T EU)   Le ngth of T ime  Charte r (1)  Charte re r  

Daily  Charte r
Rate   

S c he dule d
De live ry

Date   S hipbuilde r
          (in thousands)      
Hull No . S452   13100   12 years   COSCON $ 55.0    2012   HSHI
Hull No . 2177   13100   12 years   COSCON  55.0    2011   HHI
Hull No . S453   13100   12 years   COSCON  55.0    2011   HSHI
Hull No . 2178   13100   12 years   COSCON  55.0    2012   HHI
Hull No . S454   13100   12 years   COSCON  55.0    2012   HSHI
Hull No . 2179   13100   12 years   COSCON  55.0    2011   HHI
Hull No . 2180   13100   12 years   COSCON  55.0    2012   HHI
Hull No . 2181   13100   12 years   COSCON  55.0    2011   HHI
COSCO Prince Rupert

  8500   
12 years + three one-
year options   COSCON  42.9    2011   HHI

COSCO Vietnam
  8500   

12 years + three one-
year options   COSCON  42.9    2011   HHI

Brevik Bridge
  4500   

12 years + two  three-
year options   K-Line   34 .3    2011   Samsung

Bilbao  Bridge
  4500   

12 years + two  three-
year options   K-Line   34 .3    2011   Samsung

Berlin Bridge
  4500   

12 years + two  three-
year options   K-Line   34 .3    2011   Samsung

Budapest Bridge
  4500   

12 years + two  three-
year options   K-Line   34 .3    2011   Samsung

 
(1) Each charter is scheduled to  beg in upon delivery o f the vessel to  the relevant charterer.
 
(2) This vessel is subject to  a sale-leaseback arrangement.
 
(3) COSCON has an initial charter o f 12 years with a charter rate  o f $42,900 per day and $43,400 per day fo r the three one-year

options.
 
(4 ) K-Line has an initial charter o f 12 years with a charter rate  o f $34 ,250 per day fo r the first six years, increasing  to  $34 ,500 per day

fo r the second six years, $37,500 fo r the first three-year option period and $42,500 fo r the second three-year option period.

The fo llowing  chart details the number o f vessels in our fleet based on scheduled delivery dates as o f December 31, 2010:
 

   Ye ar Ending De c e mbe r 31,  
   S c he dule d  
        2011             2012      
Deliveries    10     4   
Operating  Vessels    65     69  
Approximate Total Capacity (TEU)    352,700      405,100   

Our Competitive Strengths

We believe that we possess a number o f competitive streng ths that will allow us to  capitalize  on the opportunities in the
containership industry, including  the fo llowing :
 

 

•  Enhanced stability of cash flows through long-term, fixed-rate time charters. Our vessels are  primarily subject to  long-
term, fixed-rate  time charters, which had an average remaining  term o f approximately seven years as o f December 31,
2010. As a result, nearly all o f our revenue is pro tected from the vo latility o f spo t rates and sho rt-term charters. To
further promote cash flow stability, we have primarily placed newbuilding  o rders and purchased secondhand vessels
when we
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have concurrently entered into  long-term time charters with our customers. As o f December 31, 2010, and excluding
any extensions o f our time charters, we had approximately $6.5 billion o f contracted future  revenue under existing  fixed-
rate  time charters, including  approximately $2.9 billion attributable  to  time charters fo r the 14  newbuilding  containerships
that we have contracted to  purchase and lease.

 

 

•  Significant built-in fleet growth. We have significantly g rown our fleet since our initial public  o ffering  in August 2005. At
that time, we had an operating  fleet o f 10 vessels with ano ther 13 vessels on o rder, agg regating  116,950 TEU. As o f
December 31, 2010, we had 55 vessels in service and 14  vessels on o rder, agg regating  405,100 TEU, an increase o f
246% in TEU capacity. The aggregate  capacity o f the 14  newbuilding  vessels, with scheduled delivery dates through
April 2012, represents over 50% of the aggregate  capacity o f our vessels currently in service.

 

 

•  Proven ability to source capital for growth. Since our initial public  o ffering  in 2005, we have successfully accessed
capital to  g row our fleet. Including  our initial public  o ffering , we have raised over $1.8 billion in public  and private
issuances o f equity securities. In addition, we have secured credit and lease facilities with aggregate  outstanding
borrowings and commitments o f $4 .2 billion as o f December 31, 2010. We also  accessed capital during  the recent
economic downturn, including  raising  preferred share equity and entering  into  sale-leaseback financings. We will be able
to  use the proceeds from this o ffering , combined with additional debt capacity as a result thereo f (exclusive o f amounts
committed to  finance the remaining  payments on the 14  vessels we have ag reed to  purchase and lease), to  fund
additional g rowth beyond our contracted fleet. We intend to  continue to  access existing  capital, and to  consider new
sources, to  cost-effectively maintain and g row our fleet.

 

 

•  Strong, long-term relationships with high-quality customers, including leading Asian container liners. We have
developed strong  relationships with our customers, which include leading  container liner companies. We believe we are
the largest provider o f containerships to  China, and antic ipate  that Asian demand fo r containerships will continue to
rebound and g row fo llowing  the recent economic downturn. We attribute  the streng th o f our customer relationships in
part to  our consistent operational quality, customer o riented service and histo rical average utilization o f over 99% since
our initial public  o ffering  in 2005.

 

 

•  Scale, diversity and high quality of our fleet. We are one o f the largest independent charter owners o f containerships and
believe that the size o f our fleet appeals to  our customers and provides us cost savings through vo lume purchases by
our Manager and leverage in nego tiating  newbuilding  contracts and accessing  shipyard berths. Our operating  fleet o f 55
containerships had an average age o f approximately five years as o f December 31, 2010, which is significantly below
the industry average o f approximately 10 years. Our 14  newbuilding  vessels also  will be subject to  our high standards fo r
design, construction quality and maintenance. Upon delivery o f these additional vessels, the vessels in our fleet will
range in size from 2500 TEU to  13100 TEU, and our 13100 TEU containerships will be among  the largest sized
containerships then in operation.

 

 

•  Experienced management. Together our chief executive o fficer and chief financial o fficer have over 30 years o f
pro fessional experience in the shipping  industry. In addition, the members o f the management team o f our Manager
have prio r experience with many companies in the international ship management industry, such as China Merchants
Group, Neptune Orient Lines, APL Limited, Safmarine Container Lines and Co lumbia Ship Management. Our Manager’s
staff has skills in all aspects o f ship management, including , among  o thers, design, operations and marine eng ineering .
We likewise benefit from the financial experience and sophistication o f our Manager’s management team, which has
assisted us in accessing  various fo rms o f capital.
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Our Business Strateg ies

We seek to  continue to  expand our business and increase our cash flow by employing  the fo llowing  business strateg ies:
 

 

•  Pursuing long-term, fixed-rate charters. We intend to  continue to  primarily pursue long-term, fixed-rate  charters, which
contribute  to  the stability o f our cash flows. In addition, container liner companies typically employ long-term charters
fo r strateg ic  expansion into  majo r trade routes while  employing  spo t charters fo r sho rter term discretionary needs. To
the extent container liner companies expand their services into  these majo r trade routes, we believe we will be well
positioned to  partic ipate  in their g rowth.

 

 

•  Expanding and diversifying our customer relationships. Since our initial public  o ffering , we have increased our customer
base from two  to  eight customers and have expanded our revenue from existing  customers. We intend to  continue to
expand our existing  customer relationships and to  add new customers to  the extent container liner companies increase
their use o f chartered-in vessels to  add capacity in their existing  trade routes and establish new trade routes. We believe
that we will benefit from the expected g rowth o f worldwide container shipping  demand, especially in certain markets that
we believe to  have high g rowth po tential such as Asia, where we have strong  customer relationships. We also  believe
that our Manager’s experience in working  with container liners to  provide ship design, construction supervision and
chartering  services will improve our ability to  secure new customers.

 

 

•  Actively acquiring newbuilding and secondhand vessels. We have increased, and intend to  further increase, the size o f
our fleet through selective acquisitions o f new and secondhand containerships that we believe will be accretive to  our
cash flow. We believe that entering  into  newbuilding  contracts will continue to  provide long-term g rowth o f our fleet and
modern vessels to  our customers. In addition, we intend to  selectively consider any nearer-term g rowth opportunities to
acquire  high-quality secondhand vessels, primarily either with existing  long-term charters o r where we can enter into
long-term charters concurrently with the acquisitions. We also  intend to  consider appropriate  partnering  opportunities that
would allow us to  seek to  capitalize  on opportunities in the newbuilding  and secondhand markets with more modest
investments, as well as the po tential sale  o f any o lder vessels in our fleet as part o f fleet renewal.

 

 
•  Maintaining efficient capital structure. We intend to  pursue a financial strategy that aims to  preserve our financial

flexibility and achieve a low capital cost so  that we may take advantage o f acquisition and expansion opportunities in the
future while  also  meeting  our existing  obligations.

Time Charters

General

We charter our vessels primarily under long-term, fixed-rate  time charters. A time charter is a contract fo r the use o f a vessel
fo r a fixed period o f time at a specified daily rate . Under a time charter, the vessel owner provides crewing  and o ther services related
to  the vessel’s operation, the cost o f which is included in the daily rate; the charterer is responsible  fo r substantially all o f the vessel
voyage expenses, such as fuel (bunkers) cost, po rt expenses, agents’ fees, canal dues, extra war risk insurance and commissions.

The initial term fo r a time charter commences on the vessel’s delivery to  the charterer. Under all o f our time charters, the
charterer may also  extend the term fo r periods in which the vessel is o ff-hire . The current charter periods and any applicable  extension
options are  included above under “—Our Fleet.”
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The fo llowing  table  presents the number o f vessels chartered by each o f our customers as o f December 31, 2010.
 

Charte re r   

Numbe r of ve sse ls  in
our c urre nt ope rating

fle e t    

Numbe r of ve sse ls
sc he dule d to  be

de live re d    

T otal ve sse ls
upon all

de live rie s  
CSCL Asia    22     —     22  
HL USA    9     —     9  
APM    4      —     4   
COSCON    8     10     18  
CSAV    4      —     4   
MOL    4      —     4   
K-Line    3     4      7  
UASC    1     —     1  
Total    55     14      69   

With respect to  the vessels on charter to  HL USA, CP Ships has provided a guarantee o f the obligations and liabilities o f HL
USA under each time charter and Hapag-Lloyd AG has provided a guarantee o f the obligations and liabilities o f CP Ships under the
o rig inal guarantee. Fo r the vessels on charter to  CSCL Asia, CSCL Hong  Kong  and CSCL have each provided a guarantee o f the
obligations and liabilities o f CSCL Asia under each time charter.

Hire Rate

“Hire rate” refers to  the basic  payment from the charterer fo r the use o f the vessel. Under all o f our time charters, hire  rate  is
payable , in advance, in U.S. do llars, as specified in the charter. Generally, the hire  rate  is a fixed daily amount that increases at varying
intervals during  the term o f the charter and any extension to  the term. Payments generally are  made in advance on a monthly o r semi-
monthly basis.

In the case o f all o f our time charters, if a vessel’s speed is reduced as a result o f a defect o r breakdown o f the hull,
machinery o r equipment, hire  rates under that particular time charter may be reduced by the cost o f the time lo st and extra fuel
consumed fo r that particular incident. Histo rically, we have had no  instances o f hire  rate  reductions.

Operations and Expenses

Our Manager operates our vessels and is responsible  fo r ship operating  expenses, which include technical management,
crewing , repairs and maintenance, insurance, sto res, lube o ils, communication expenses and capital expenses, including  no rmally
scheduled dry-docking  o f the vessels. Please read “Our Manager and Management Related Agreements—Management Agreements”
fo r a description o f the material terms o f the management ag reements. The charterer generally pays the voyage expenses, which
include all expenses relating  to  particular voyages, including  any bunker fuel expenses, po rt fees, cargo  loading  and unloading
expenses, canal to lls, agency fees and commissions.

Off-hire

When a vessel is “o ff-hire ,” o r no t available  fo r service, the charterer generally is no t required to  pay the hire  rate , and we are
responsible  fo r all costs, including  the cost o f fuel bunkers, unless the charterer is responsible  fo r the circumstances g iving  rise  to  the
lack o f availability. A vessel generally will be deemed to  be o ff-hire  if there  is an occurrence preventing  the full working  o f the vessel
due to , among  o ther things:
 
 •  operational deficiencies no t due to  actions o f the charterers o r their agents;
 
 •  dry-docking  fo r repairs, maintenance o r inspection;
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 •  equipment o r machinery breakdowns;
 
 •  delays due to  accidents fo r which the vessel owner, operato r o r manager is responsible , and related repairs;
 

 
•  crewing  strikes, labo r boyco tts caused by the vessel owner, operato r o r manager, certain vessel detentions o r similar

problems; o r
 

 
•  our failure  to  maintain the vessel in compliance with its specifications and contractual standards o r to  provide the required

crew.

Under our time charters with HL USA, if a vessel is delayed, detained o r arrested fo r 30 consecutive days due to  eng ine o r
essential gear breakdown, strikes, labo r stoppages, boyco tts o r blockades, o r is requisitioned, o r o ther causes affecting  the vessel’s
schedule, o ther than g rounding , co llision o r similar causes, we are  obligated to  charter a substitute  vessel and to  pay any difference in
hire  cost o f the charter fo r the duration o f the substitution. Under our time charters with COSCON fo r the 3500 TEU vessels, if a vessel
is placed o ff-hire  fo r 30 cumulative days in a 365 day period, COSCON has a right to  cancel the time charter with respect to  that vessel.
Under our time charters with COSCON fo r the 8500 TEU vessels and the 13100 TEU vessels, if a vessel is placed o ff-hire  fo r 45
cumulative days in a 365 day period, COSCON has a right to  cancel the time charter with respect to  that vessel. Under our time charters
with MOL and APM, if a vessel is o ff-hire  fo r more than 60 consecutive days, the charterer has a right to  terminate  the charter
ag reement fo r that vessel. Under our time charters with CSAV, if a vessel is o ff-hire  fo r more than 15 days and if we estimate that such
off-hire  is to  last longer than 45 days, CSAV has a right to  terminate  the time charter. Under our charter with UASC, if the vessel is o ff-
hire  fo r more than 40 consecutive days, excluding  time due to  blockage, trapping , strikes, boyco tts, war, war-like circumstances and
port o r canal constraints, UASC has a right to  terminate  the charter ag reement with one month prio r no tice. If a vessel on charter to  K-
Line is o ff-hire  more than 50 consecutive days, K-Line has an option to  cancel the time charter. CSCL Asia does no t have similar rights
under its charters with us. The periods specified above exclude, in addition to  any specific  exclusions listed, o ff-hire  fo r routine dry-
dockings, and o ff-hire  fo r breaches o f charter provisions such as voyage under-speed, fuel over-consumption and non-compliance
with regulato ry obligations.

Ship Management and Maintenance

Under each o f our time charters, we are  responsible  fo r the operation and management o f each vessel, including  maintaining
the vessel, periodic  dry-docking , c leaning  and painting  and perfo rming  work required by regulations. Our Manager provides these
services to  us pursuant to  management ag reements. Please read “Our Manager and Management Related Agreements—Management
Agreements” fo r a description o f the material terms o f the management ag reements.

Termination and Suspension

We are generally entitled to  withdraw a vessel from service to  a charterer if the charterer defaults in its payment obligations,
without prejudice to  o ther c laims fo r hire  against the charterers. Some o f our charterers also  have the right to  terminate  the time
charters in circumstances o ther than extended periods o f o ff-hire  as no ted above. Under our time charters with HL USA, if a vessel
consistently fails to  perfo rm to  a specified speed o r the amount o f fuel consumed to  power the vessel under no rmal c ircumstances
exceeds a specified amount, and we are  unable  to  rectify the situation within a reasonable  period o f time o r o therwise reach a mutually
acceptable  settlement, HL USA has the right to  terminate  the time charter fo r that vessel. Under our time charters with COSCON, if a
vessel consistently fails to  perfo rm to  a specified, mutually ag reed speed, and we are  unable  to  rectify the situation within a reasonable
period o f time o r o therwise reach a mutually acceptable  settlement, COSCON has the right to  terminate  the time charter with respect
to  that vessel. APM, MOL, CSCL Asia, CSAV, UASC and K-Line do  no t have similar rights under their charters with us.
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Change of Control

Under our time charters with HL USA, HL USA’s prio r consent is required to  make any material change in our ownership o r
vo ting  contro l. HL USA canno t unreasonably withho ld such consent. None o f CSCL Asia, APM, MOL, COSCON, CSAV or K-Line
have similar rights under their charters with us. Under our time charter with UASC, we must g ive UASC no tice two  months prio r to  any
material change in our ownership.

Sale of Vessels

Several o f our time charters with CSCL Asia allow us to  sell the time-chartered vessels as long  as the warranties and
conditions under the time charters remain unaffected. The remaining  time charters with CSCL Asia allow us to  sell the vessels under the
time charters as long  as we obtain the charterer’s prio r consent, which CSCL Asia canno t unreasonably withho ld.

If we seek to  sell one o f the vessels under a time charter with HL USA, we must first no tify HL USA and provide HL USA with
an opportunity to  purchase the vessel. If HL USA declines to  purchase the vessel o r if we are  unable  to  reach an ag reement with HL
USA within 14  days, we may sell the vessel to  ano ther party subject to  certain terms.

Under our time charter with UASC, we must g ive UASC no tice two  months prio r to  a sale  o f the vessel.

Our time charters with COSCON, MOL, K-Line and CSAV allow us to  sell the vessels under time charters to  any buyer suitable
to  fulfill the charter, but only when justified by circumstances and subject to  the charterer’s consent, which canno t be unreasonably
withheld. In addition, under our time charters with CSAV, we must g ive CSAV 50 days no tice o f our intent to  transfer ownership.

There is no  similar provision in the time charters with APM relating  to  the sale  o f the vessels.

Sub-charters do  no t affect our ability to  sell our time-chartered vessels.

Competition

We operate  in markets that are  highly competitive and based primarily on supply and demand. We compete fo r charters based
upon price, customer relationships, operating  expertise , pro fessional reputation and size, age and condition o f the vessel.

Competition fo r providing  new containerships fo r chartering  purposes comes from a number o f experienced shipping
companies, including  direct competition from o ther independent charter owners and indirect competition from state-sponso red and
o ther majo r entities with their own fleets. Some o f our competito rs have significantly g reater financial resources than we do  and can
operate  larger fleets and may be able  to  o ffer better charter rates. An increasing  number o f marine transportation companies have
entered the containership secto r, including  many with strong  reputations and extensive resources and experience. This increased
competition may cause g reater price competition fo r time charters.

Seasonality

Our vessels primarily operate  under long-term charters and are  no t subject to  the effect o f seasonal variations in demand.
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Risk o f Loss and Insurance

Hull and Machinery, Loss of Hire and War Risks Insurance

We maintain marine hull and machinery and war risks insurance, which covers the risk o f actual o r constructive to tal lo ss and
partial lo ss, fo r all o f our vessels. Each o f our vessels is covered up to  at least fair market value with certain deductibles per vessel per
claim. We achieve this overall coverage by maintaining  nominal increased value coverage fo r each o f our vessels, under which
coverage in the event o f to tal lo ss o f a vessel, we will be entitled to  recover amounts no t recoverable  under our hull and machinery
po licy due to  under-insurance. We have no t obtained, and do  no t intend to  obtain, lo ss-o f-hire  insurance covering  the lo ss o f revenue
during  extended o ff-hire  periods. We believe that this type o f coverage is no t economical and is o f limited value to  us. However, we
evaluate  the need fo r such coverage on an ongo ing  basis, taking  into  account insurance market conditions and the employment o f our
vessels.

Protection and Indemnity Insurance

Pro tection and indemnity insurance is provided by mutual pro tection and indemnity associations, o r P&I associations, which
insure our third-party and crew liabilities in connection with our shipping  activities. This includes third-party liability, crew liability and
o ther related expenses resulting  from the injury o r death o f crew, passengers and o ther third parties, the lo ss o r damage to  cargo ,
claims arising  from co llisions with o ther vessels, damage to  o ther third-party property, po llution arising  from o il o r o ther substances
and salvage, towing  and o ther related costs, including  wreck removal. Pro tection and indemnity insurance is a fo rm o f mutual indemnity
insurance, extended by P&I associations. Subject to  the “capping” discussed below, our coverage, except fo r po llution, is unlimited,
but subject to  the rules o f the particular pro tection and indemnity insurer.

Our pro tection and indemnity insurance coverage fo r po llution is $1.0 billion per vessel per incident. The 13 P&I associations
that comprise  the International Group insure approximately 90% of the world’s commercial blue-water tonnage and have entered into  a
poo ling  ag reement to  reinsure each association’s liabilities. As a member o f a mutual P&I association, which is a member o r affiliate  o f
the International Group, we are  subject to  calls payable  to  the associations based on the International Group’s claim reco rds as well as
the claim reco rds o f all o ther members o f the individual associations.

Inspection by Classification Societies

Every seago ing  vessel must be “classed” by a classification society. The classification society certifies that the vessel is “in
class,” signifying  that the vessel has been built and maintained in acco rdance with the rules o f the classification society and complies
with applicable  rules and regulations o f the vessel’s country o f reg istry and the international conventions o f which that country is a
member. In addition, where surveys are  required by international conventions and co rresponding  laws and o rdinances o f a flag  state , the
classification society will undertake them on application o r by o ffic ial o rder, acting  on behalf o f the autho rities concerned.

Each vessel is inspected by a surveyor o f the classification society in three surveys o f varying  frequency and tho roughness:
every year fo r the annual survey, every two  to  three years fo r intermediate  surveys, and every five years fo r special surveys. Should
any defects be found, the classification surveyor will issue a “condition o f c lass” o r a “requirement” fo r appropriate  repairs that have to
be made by the shipowner within the time limit prescribed. Vessels may be required, as part o f the annual and intermediate  survey
process, to  be dry-docked fo r inspection o f the underwater po rtions o f the vessel and fo r necessary repair stemming  from the
inspection. Special surveys always require  dry-docking . The classification society also  undertakes on request o ther surveys and checks
that are  required by regulations and requirements o f the flag  state . These surveys are  subject to  ag reements made in each individual
case o r to  the regulations o f the country concerned.
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Environmental and Other Regulations

Government regulation affects the ownership and operation o f our vessels in a significant manner. We are  subject to
international conventions and codes, and national, state , provincial and local laws and regulations in fo rce in the countries in which our
vessels may operate  o r are  reg istered, including  those governing  the management and disposal o f hazardous substances and wastes,
the cleanup o f o il spills and o ther contamination, air emissions, and water discharges and ballast water management.

A variety o f government and private  entities subject our vessels to  bo th scheduled and unscheduled inspections. These
entities include the local po rt autho rities (United States Coast Guard, Canadian Coast Guard, harbo r master o r equivalent), c lassification
societies, flag  state  administrations (country o f reg istry), charterers, and terminal operato rs. Certain o f these entities require  us to
obtain permits, licenses and certificates fo r the operation o f our vessels. Failure  to  maintain necessary permits o r approvals could
require  us to  incur substantial costs o r temporarily suspend the operation o f one o r more o f our vessels in one o r more po rts.

We believe that the heightened level o f environmental and quality concerns among  insurance underwriters, regulato rs and
charterers is leading  to  g reater inspection and safety requirements on all vessels and may accelerate  the scrapping  o f o lder vessels
throughout the shipping  industry.

Increasing  environmental concerns have created a demand fo r vessels that confo rm to  the stric test environmental standards.
We are  required to  maintain operating  standards fo r all o f our vessels that emphasize operational safety, quality maintenance,
continuous training  o f our o fficers and crews and compliance with United States, Canadian and international regulations and with flag
administration. We rely on our Manager in complying  with these standards and requirements.

International Maritime Organization

The International Maritime Organization, o r IMO, has nego tiated international conventions that impose liability fo r po llution in
international waters and a signato ry’s territo rial waters. Fo r example, the International Convention fo r the Prevention o f Po llution from
Ships, o r MARPOL, imposes environmental standards on the shipping  industry relating  to  po llution prevention and procedures, technical
standards, o il spills management, management o f garbage, the handling  and disposal o f noxious liquids, harmful substances in
packaged fo rms, sewage and air emissions. Annex III o f MARPOL regulates the transportation o f marine po llutants, including
standards on packing , marking , labeling , documentation, stowage, quantity limitations and po llution prevention. These requirements
have been expanded by the International Maritime Dangerous Goods Code, which imposes additional standards fo r all aspects o f the
transportation o f dangerous goods and marine po llutants by sea. Annex VI to  MARPOL, which became effective in May 2005,
addresses air po llution from ships. All o f our vessels are  Annex VI compliant. Annex VI sets limits on sulfur oxide, nitrogen oxide and
particulate  matter emissions from ship exhausts and prohibits deliberate  emissions o f ozone depleting  substances, such as
chlo ro fluo rocarbons. Annex VI also  includes a g lobal cap on the sulfur content o f fuel o il and allows fo r special areas to  be established
with more stringent contro ls on sulfur emissions. By means o f the Maritime Po llution Prevention Act o f 2008, the United Statements
implemented Annex VI in its territo rial waters in January 2009. In October 2008, the Member States o f the IMO adopted amendments
to  Annex VI creating  more stringent standards fo r eng ines and fuels. These amendments call fo r a new interim fuel standard beg inning
in 2012, incremental reductions in sulfur in fuel between 2012 and 2016, and the use o f advanced techno logy eng ines designed to
reduce emissions o f nitrogen oxide by 2016. These requirements could require  modifications to  our vessels to  achieve compliance.
We are  evaluating  these requirements and the alternatives fo r achieving  compliance. The costs to  comply with these requirements may
be material o r significant to  our operations. In Europe, an Emission Contro l Area, o r ECA, with similar standards is already in effect and
we are  already complying  by switching  to  low sulfur fuel when operating  in this area.

Shortly after ratifying  Annex VI, the United States, along  with Canada, proposed the designation o f an ECA fo r specific
po rtions o f U.S. and Canadian coastal waters in March 2009. This action would contro l the
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emission o f nitrogen oxides, sulfur oxides, and particulate  matter from ocean-go ing  ships. In July 2009, the jo int proposal from the
United States and Canada to  amend MARPOL Annex VI to  designate  specific  areas these coastal waters as an ECA was accepted in
principle  at the IMO; the North American ECA was accepted by member states in March 2010. The approved ECA will enter into  fo rce
in August 2012. New requirements associated with the ECA may increase the cost o f operating  our vessels in U.S. and Canadian waters.

The operation o f our vessels is also  affected by the requirements set fo rth in the ISM Code. The ISM Code requires ship
owners and bareboat charterers to  develop and maintain an extensive “Safety Management System” that includes the adoption o f a
safety and environmental pro tection po licy setting  fo rth instructions and procedures fo r safe  operation and describing  procedures fo r
dealing  with emergencies. A Safety Management Certificate  is issued under the provisions o f the International Convention fo r the
Safety o f Life  at Sea, o r SOLAS, to  each ship with a Safety Management System verified to  be in compliance with the ISM Code. The
failure  o f a ship owner o r bareboat charterer to  comply with the ISM Code may subject such party to  increased liability, may decrease
available  insurance coverage fo r the affected vessels and may result in a denial o f access to , o r detention in, certain po rts. All o f the
vessels in our fleet are  ISM code-certified.

The IMO adopted an International Convention fo r the Contro l and Management o f Ships’ Ballast Water and Sediments, o r the
BWM Convention, in February 2004 . The BWM Convention’s implementing  regulations call fo r a phased introduction o f mandato ry
ballast water exchange requirements beg inning  in 2009, to  be replaced in time with mandato ry concentration limits. The BWM
Convention will no t enter into  fo rce until 12 months after it has been adopted by 30 states, the combined merchant fleets o f which
represent no t less than 35% of the g ross tonnage o f the world’s merchant shipping . As o f December 2010, the BWM Convention had
no t yet been adopted by the required number o f states to  come into  fo rce. The IMO has indicated that it may seek to  postpone the
deadline fo r inclusion o f ballast water treatment facilities on newly built ships to  the end o f 2011 if the BWM Convention were adopted
by the requisite  number o f states.

In 2001, the IMO adopted the International Convention on Civil Liability fo r Bunker Oil Po llution Damage, o r the Bunker
Convention, which imposes stric t liability on ship owners fo r po llution damage in jurisdictional waters o f ratifying  states caused by
discharges o f “bunker o il.” The Bunker Convention defines “bunker o il” as “any hydrocarbon mineral o il, including  lubricating  o il, used
or intended to  be used fo r the operation o r propulsion o f the ship, and any residues o f such o il.” The Bunker Convention also  requires
reg istered owners o f ships over a certain size to  maintain insurance fo r po llution damage in an amount equal to  the limits o f liability
under the applicable  national o r international limitation reg ime (but no t exceeding  the amount calculated in acco rdance with the
Convention on Limitation o f Liability fo r Maritime Claims o f 1976, as amended). The Bunker Convention took effect in November
2008.

In September 2008, the International Convention on the Contro l o f Harmful Anti-fouling  Systems on Ships, o r AFSC, came
into  fo rce. It prohibits the use o f harmful o rgano tins in anti-fouling  paints used on ships and will establish a mechanism to  prevent the
po tential future  use o f o ther harmful substances in anti-fouling  systems. Our vessels are  required to  obtain certification o f compliance.

Increasing ly, various reg ions are  adopting  additional, unilateral requirements on the operation o f vessels in their territo rial
waters. These regulations, such as those described below, apply to  our vessels when they are  in the relevant reg ions’ waters and can
add to  the costs o f operating  and maintaining  those vessels as well as increasing  the po tential liabilities that apply to  spills o r re leases
o f o il o r o ther materials o r vio lations o f the applicable  requirements.

United States

The United States Oil Pollution Act of 1990

The United States Oil Po llution Act o f 1990, o r OPA, established an extensive regulato ry and liability reg ime fo r the
pro tection and cleanup o f the environment from o il spills. OPA affects all owners and operato rs whose vessels trade in the United
States, its territo ries and possessions o r whose vessels operate  in United States
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waters, which includes the United States’ territo rial sea and its two  hundred nautical mile  exclusive economic zone. Although OPA is
primarily directed at o il tankers (which are  no t operated by us), it also  applies to  non-tanker ships, including  container ships, with respect
to  the fuel used to  power such ships.

Under OPA, vessel owners, operato rs and bareboat charterers are  “responsible  parties” and are  jo intly, severally and stric tly
liable  (unless the spill results so lely from the act o r omission o f a third party, an act o f God o r an act o f war) fo r all containment and
clean-up costs and o ther damages arising  from discharges o r threatened discharges o f o il from their vessels. OPA defines these o ther
damages broadly to  include:
 
 •  natural resources damage and the costs o f assessment thereo f;
 
 •  real and personal property damage;
 
 •  net lo ss o f taxes, royalties, rents, fees and o ther lo st revenue;
 
 •  lo st pro fits o r impairment o f earning  capacity due to  property o r natural resources damage; and
 

 
•  net cost o f public  services necessitated by a spill response, such as pro tection from fire , safety o r health hazards, and

loss o f subsistence use o f natural resources.

Effective July 2009, the limits on the liability o f responsible  parties fo r any vessel o ther than a tank vessel increased to  $1000
per g ross ton o r $854 ,400, whichever is g reater, unless the incident is caused by g ross neg ligence, willful misconduct, o r a vio lation
of certain regulations, in which case liability is unlimited. In response to  the 2010 o il spill in the Gulf o f Mexico  resulting  from the
explosion o f the Deepwater Horizon drilling  rig , bills have been introduced in the U.S. Congress to  increase the limits o f OPA liability
fo r all vessels, including  non-tank vessels.

We maintain po llution liability coverage insurance in the amount o f $1 billion per incident fo r each o f our vessels. If the
damages from a catastrophic  spill were to  exceed our insurance coverage it could have an adverse effect on our business and results
o f operation. OPA requires owners and operato rs o f vessels over 300 g ross tons to  establish and maintain with the United States Coast
Guard evidence o f financial responsibility suffic ient to  meet their po tential agg regate  liabilities under OPA and the Comprehensive
Environmental Response, Compensation and Liability Act, o r CERCLA. The current amount o f such financial responsibility fo r non-tank
vessels is $1,250 per g ross ton, which includes the CERCLA liability limit o f $300 per g ross ton, described below. Under the U.S. Coast
Guard regulations implementing  OPA, vessel owners and operato rs may evidence their financial responsibility by showing  proof o f
insurance, surety bond, self-insurance, o r guaranty. Under the OPA regulations, an owner o r operato r o f a fleet o f vessels is required
only to  demonstrate  evidence o f financial responsibility in an amount suffic ient to  cover the vessels in the fleet having  the g reatest
maximum liability under OPA. We have obtained the necessary OPA financial assurance certificates fo r each o f our vessels currently in
service and trading  to  the United States.

The Coast Guard and Maritime Transportation Act o f 2004 , o r the CGMTA, amended OPA to  require  the owner o r operato r
o f any non-tank vessel o f 400 g ross tons o r more that carries o il o f any kind as a fuel fo r main propulsion, to  prepare and submit a
response plan fo r each vessel. The vessel response plans include detailed info rmation on actions to  be taken by vessel personnel to
prevent o r mitigate  any discharge o r threat o f discharge o f o il from the vessel due to  operational activities o r casualties. Each o f our
vessels has the necessary response plans in place to  comply with the requirements o f the CGMTA and OPA.

OPA specifically permits individual states to  impose their own liability reg imes with regard to  o il po llution incidents occurring
within their boundaries, and some states have enacted leg islation providing  fo r unlimited liability fo r o il spills. In some cases, states that
have enacted such leg islation have no t yet issued implementing  regulations defining  vessels owners’ responsibilities under these laws.
We intend to  comply with all applicable  state  regulations in the po rts where our vessels call.
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CERCLA

CERCLA governs spills o r re leases o f hazardous substances o ther than petro leum o r petro leum products. CERCLA imposes
jo int and several liability, without regard to  fault, on the owner o r operato r o f a ship, vehicle  o r facility from which there  has been a
release, along  with o ther specified responsible  parties. Costs recoverable  under CERCLA include cleanup and removal costs, natural
resource damages and governmental oversight costs. Liability under CERCLA is generally limited fo r vessels to  the g reater o f $300
per g ross ton o r $0.5 million (o r $5 million fo r vessels carrying  hazardous substances as cargo  o r residue) per release o f o r incident
invo lving  a release o f hazardous substances. These liability limits do  no t apply if the incident is caused by g ross neg ligence, willful
misconduct o r a vio lation o f certain regulations, in which case liability is unlimited.

Ballast Water Management

The U.S. Environmental Pro tection Agency, o r the EPA, had exempted the discharge o f ballast water and o ther substances
incidental to  the no rmal operation o f vessels in U.S. po rts from the Clean Water Act permitting  requirements. However, in March 2005,
a U.S. Distric t Court ruled that the EPA exceeded its autho rity in so  exempting  ballast water from regulation under the act. In September
2006, the court issued an o rder invalidating  the exclusion in the EPA’s regulations fo r all discharges incidental to  the no rmal operation o f
a vessel as o f September 30, 2008, and directing  the EPA to  develop a system fo r regulating  all discharges from vessels by that date .
The EPA’s appeal failed and the Ninth Circuit Court o f Appeals upheld the Distric t Court’s ruling  in July 2008. In response, the EPA
required compliance, commencing  in February 2009, with a Vessel General Permit, o r VGP, covering  the discharges incidental to  the
operation o f vessels g reater than 79 feet in leng th. The VGP requires the use o f Best Management Practices, inspections, and
monito ring  o f the areas o f the vessel the permit addresses. Since January 2009, several environmental g roups and industry associations
have filed challenges in U.S. federal courts to  the EPA’s issuance o f the Vessel General Permit; these cases have been conso lidated in
the U.S. Distric t o f Co lumbia and are  currently stayed.

States may also  add additional conditions, and many o f them have added conditions to  their certifications under section 401
of the Clean Water Act. Fo r example, Califo rnia requires that all vessel discharges in its waters comply with numeric  effluent limitations.

The United States National Invasive Species Act, o r NISA, was enacted in 1996 in response to  g rowing  reports o f harmful
o rganisms being  released into  United States waters through ballast water taken on by vessels in fo reign po rts. The Coast Guard
adopted regulations under NISA in July 2004  that impose mandato ry ballast water management practices fo r all vessels equipped with
ballast water tanks entering  United States waters. The Coast Guard has issued proposed standards fo r ballast water discharge, which
could set maximum acceptable  discharge limits fo r various invasive species, o r lead to  requirements fo r active treatment o f ballast
water.

In the absence o f federal standards, states have enacted leg islation o r regulations to  address invasive species through ballast
water and hull c leaning  management and permitting  requirements. Fo r example, Michigan has approved a law requiring  vessels to  obtain
a ballast water discharge permit to  operate  in state  waters and use certain techno log ies to  prevent the introduction o f non-native
species into  waters o f the state . The Michigan Department o f Environmental Quality has approved four options fo r ballast water
treatment that invo lve sodium hypochlo rite , chlo rine dioxide, ultravio let light radiation, o r de-oxygenation. The use o f these
techno log ies may be costly fo r oceango ing  vessels operating  in Michigan po rts to  implement. The Sixth Circuit and several state
courts have rejected challenges to  this law since 2007.

Similarly, in October 2007, the Califo rnia governor signed into  law leg islation, o r A.B. 740, expanding  the state’s marine
invasive species ballast water regulato ry prog ram to  regulate  “hull fouling  o rganisms.” A.B. 740 g ives the State  Lands Commission
until 2012 to  adopt regulations requiring  vessels owners and operato rs to  use best available  and economically feasible  “inwater”
techno logy to  remove aquatic  species from submerged parts o f vessels. Until the regulations can be implemented, A.B. 740 specifies
that “hull fouling  o rganisms,” such
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as barnacles, algae, mussels, and worms that attach to  the hard parts o f ships, must be removed and disposed o f on a regular basis. In
addition, in October 2007, the Califo rnia State  Lands Commission approved regulations governing  the discharge o f ballast water fo r
vessels operating  in Califo rnia waters, which among  o ther things, sets limits fo r the number o f living  o rganisms allowed in ballast water
discharge. The regulations are  being  implemented on a g raduated time schedule beg inning  in January 2009, with a final perfo rmance
standard o f zero  detectable  living  o rganisms go ing  into  effect in January 2020. Other states may create  similar hull c leaning  regulations
o r ballast water perfo rmance standards that could increase the costs o f operating  in state  waters o f the United States.

Clean Air Act

The Federal Clean Air Act o f 1970, as amended by the Clean Air Act Amendments o f 1977 and 1990, o r the CAA, requires the
EPA to  promulgate  standards applicable  to  emissions o f vo latile  o rganic  compounds and o ther air contaminants. Our vessels are
subject to  vapor contro l and recovery requirements when cleaning  fuel tanks and conducting  o ther operations in regulated po rt areas
and to  air emissions standards fo r compression-ignition marine eng ines operating  in U.S. waters. These types o f eng ines are  called
“Category 3” marine diesel eng ines and are  typically found on large ocean-go ing  vessels. These rules are  currently limited to  new
eng ines beg inning  with the 2004  model year. More recently, in December 2009, the EPA adopted new rules imposing  more stringent
emission standards and o ther related provisions fo r new Category 3 marine eng ines. This rule  contains standards consistent with Annex
VI o f MARPOL discussed above, by establishing  lower standards fo r vessel emissions o f particulate  matter, sulfur oxides, and
nitrogen oxides. The rule’s emission standards apply in two  stages: near-term standards fo r newly-built eng ines will apply beg inning  in
2011, and long-term standards requiring  an 80% reduction in nitrogen oxides will beg in in 2016.

The CAA also  requires states to  draft State  Implementation Plans, o r SIPs, designed to  attain national health-based air quality
standards in primarily majo r metropo litan and industrial areas. Where states fail to  present approvable  SIPs o r SIP revisions by statuto ry
deadlines, the federal government is required to  draft a Federal Implementation Plan. Several SIPs regulate  emissions resulting  from
degassing  operations by requiring  the installation o f vapor contro l equipment on vessels. A risk exists that new regulations could
require  significant capital expenditures and o therwise increase our costs.

After a previous attempt to  regulate  the emissions o f auxiliary diesel eng ines on ocean-go ing  vessels was rejected by the
Ninth Circuit, Califo rnia’s Air Resources Board approved regulations that went into  effect in July 2009, which apply to  ocean-go ing
vessels’ main diesel eng ines, auxiliary eng ines, and auxiliary bo ilers when operating  within 24  miles o f the Califo rnia coast and require
operato rs to  use low sulfur fuels.

Califo rnia also  approved regulations that became effective in January 2009 to  reduce emissions from diesel auxiliary eng ines
on certain ocean-go ing  vessels while  in Califo rnia po rts, including  container ship fleets that make 25 o r more annual visits to  Califo rnia
ports. The regulations require  vessel operato rs to  either (1) turn o ff auxiliary eng ines fo r most o f their stay and connect the vessel to
some o ther source o f power, most likely a sho re-based g rid, o r (2) use alternative contro l techniques to  achieve equivalent emission
reductions. These requirements may increase our operating  costs while  in Califo rnia po rts.

Canada

Canada has established a complex regulato ry enfo rcement system under the jurisdiction o f various ministries and departments
fo r preventing  and responding  to  a marine po llution incident. The leg islation prescribes measures to  prevent po llution, mandates clean
up o f marine po llution, and creates c ivil and criminal liabilities fo r those responsible  fo r a marine po llution incident.
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The Canada Shipping Act, 2001

In July 2001, the Canada Shipping  Act, 2001, o r CSA 2001, replaced the Canada Shipping  Act, 1985, as the primary leg islation
governing  marine transport, po llution and safety. However, most o f the provisions o f CSA 2001 did no t come into  fo rce until July
2007, when certain regulations necessary to  implement these provisions came into  effect. CSA 2001 applies to  all vessels operating  in
Canadian waters and in the Exclusive Economic Zone o f Canada and establishes the primary regulato ry and liability reg ime fo r o il
po llution prevention and response.

Regulations that re late  primarily to  environmental matters under the CSA 2001 include the Regulations fo r the Prevention o f
Po llution from Ships and fo r Dangerous Chemicals, which contain provisions to  enable  Canada to  complete  accession to  annex IV
(sewage), V (garbage) and VI (air) o f the International Convention fo r the Prevention o f Po llution from Ships, the Ballast Water
Contro l and Management Regulations and the Response Organizations and Oil Handling  Facilities Regulations. It is expected that the
Response Organizations and Oil Handling  Facilities Regulations will be replaced at a future  date  by new Environmental Response
Regulations.

CSA 2001 requires ship owners to  have in place an arrangement with an approved po llution response o rganization. Vessels
must carry a declaration, which identifies the vessel’s insurer and confirms that an arrangement with a response o rganization is in place.
Failure  o f a vessel to  comply with these requirements can result in a fine o f up to  C$1 million o r imprisonment fo r a term o f no t more
than 18 months, o r bo th. Lesser o ffenses, such as failing  to  comply with the directions o f a po llution prevention o fficer, are  subject to
a fine o f no t more than C$100,000, imprisonment fo r a term o f no t more than one year, o r bo th.

CSA 2001 also  makes it a stric t liability o ffense to  discharge a po llutant, including  but no t limited to , o il from a vessel.
Vessels must have a shipboard o il po llution plan and implement the same in respect o f an o il po llution incident. The maximum fine fo r
marine po llution, o r fo r failing  to  implement an o il po llution plan, is C$1 million o r imprisonment fo r no t more than 18 months, o r bo th.
If the discharge o f a po llutant continues fo r more than one day, the person committing  the o ffense may be convicted o f a separate
o ffense fo r each day on which the po llutant is discharged. Lesser o ffenses, such as failing  to  comply with directions o f the Minister in
respect o f a po llution incident, are  subject to  a fine o f no t more than C$100,000, imprisonment fo r a term o f no t more than one year,
o r bo th. Depending  upon the circumstances o f the o ffense, a person convicted o f an o ffense may be subject to  o ther penalties, such
as being  liable  to  fund the cost o f conducting  research into  the eco log ical use and disposal o f the po llutant in respect o f which the
o ffense was committed.

CSA 2001 also  provides the autho rities with broad discretionary powers to  enfo rce its requirements. The CSA 2001
authorizes the detention o f a vessel where there  are  reasonable  g rounds fo r believing  that the vessel caused marine po llution o r that an
o ffense has been committed. In addition, CSA 2001 provides autho rities with the power to  issue administrative monetary penalties fo r
contraventions o f the leg islation. The Administrative Monetary Penalties Regulations, which came into  fo rce in April 2008 and apply to
all vessel types except pleasure crafts, allow fo r the imposition o f penalties up to  C$25,000 outside o f the fo rmal court process.

Canada’s Department o f Transport has also  published proposed regulations on ballast water management under CSA 2001.
These regulations will require  the use o f management practices, including  mid-ocean ballast water exchange.

Migratory Birds Convention Act, 1994

The Migrato ry Birds Convention Act, o r MBCA, implements Canada’s obligations under a bilateral Canada-United States
treaty designed to  pro tect mig rating  birds that cross North American land and water areas. Recent amendments to  MBCA clarify
existing  prohibitions, expand the investigative and enfo rcement powers o f Environment Canada and provide the government with the
ability to  enfo rce the statute  effectively in Canada’s Exclusive Economic Zone.
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MBCA prohibits the deposit o f any substance that is harmful to  mig rato ry birds in any waters o r area frequented by mig rato ry
birds. Increased maximum fines range from C$300,000 to  C$1 million o r imprisonment from six months to  three years, o r bo th, which
penalty provisions extend to  the vessel’s owner, operato r, master and chief eng ineer. MBCA imposes minimum fines, C$500,000 fo r
an indictable  o ffense and C$100,000 fo r a summary o ffense, fo r o ffenses committed by a vessel in excess o f 5,000 tons deadweight.
An o ffense can be committed by a “person” o r a “vessel.”

MBCA extends to  every master, chief eng ineer, owner and operato r o f a vessel and, if the vessel is owned by a co rporation,
to  certain o f its directo rs and o fficers, the duty to  take reasonable  steps to  ensure a vessel’s compliance with the prohibition against
harmful deposits. A fo reign vessel may be detained within Canada’s Exclusive Economic Zone with the consent o f the atto rney general.
MBCA grants discretion to  the court, on application by a person who  has incurred monetary lo ss as a result o f an o ffense, to  o rder the
convicted party to  pay compensation to  that person.

The Canadian Environmental Protection Act, 1999

The Canadian Environmental Pro tection Act, o r CEPA, regulates water po llution, including  disposal at sea and the management
o f hazardous waste . Inso far as the shipping  industry is concerned, CEPA prohibits the disposal o r incineration o f substances at sea
except with a permit issued under CEPA, the importation o r exportation o f a substance fo r disposal at sea without a permit, and the
loading  on a ship o f a substance fo r disposal at sea without a permit.

Contravention o f CEPA can result in maximum fines rang ing  from C$300,000 to  C$1 million o r imprisonment from six
months to  three years, o r bo th. The penalties may be increased if damage to  the environment results and the person acted intentionally
o r recklessly. A vessel also  may be seized o r detained fo r contravention o f CEPA’s prohibitions. Costs and expenses o f measures
taken to  remedy a condition o r mitigate  damage resulting  from an o ffense are  also  recoverable . CEPA establishes civil liability fo r
resto ration o f the environment, costs and expenses incurred relating  to  prevention o r remedying  environmental damage, o r an
environmental emergency. Limited defenses are  provided but generally would no t cover vio lations arising  from o rdinary vessel
operations.

Recent amendments to  CEPA subject owners o f ships and directo rs and o fficers o f co rporations that own ships to  a duty o f
care  to  ensure that ships comply with CEPA provisions and its regulations concerning  disposal at sea and with o rders and directions
made under CEPA. The amendments also  expand the jurisdiction o f Canadian courts to  include the Exclusive Economic Zone o f
Canada.

Environmental Enforcement Act

The Environmental Enfo rcement Act, o r EEA, received Royal Assent in June 2009 and amends nine existing  statutes that are
administered by Environment Canada and the Parks Canada Agency, including  CEPA and the MBCA. Key provisions o f the EEA raise
maximum fines and introduce minimum fines fo r the first time. In particular, the EEA raises maximum fines to  as high as C$6 million and
establishes minimum fines fo r serious o ffenses which range between C$5,000 fo r individuals and C$500,000 fo r large co rporations and
vessels o r ships o f 7,500 tons deadweight o r over (the minimum fine fo r serious o ffenses by small co rporations and vessels o r ships
o f less than 7,500 tons deadweight ranges between C$25,000 and C$75,000). Furthermore, the EEA provides enfo rcement o fficers
with new powers to  investigate  cases and g rants courts new sentencing  autho rities to  ensure that penalties reflect the seriousness o f the
po llution and wildlife  o ffenses. The EEA came into  fo rce in December 2010, except fo r provisions related to  the penalty schemes o f
certain statutes, including  the CEPA and MBCA. No  coming  into  fo rce date  has been announced with respect to  these provisions.
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An Act To Amend The Migratory Birds Convention Act, 1994 and the Canadian Environmental Protection Act, 1999

Passed in 2005, an Act To  Amend The Migrato ry Birds Convention Act, 1994  and the Canadian Environmental Pro tection Act,
1999 clarifies existing  prohibitions, expands the investigative and enfo rcement powers o f Environment Canada and provides the
government with the ability to  enfo rce the two  statutes effectively in Canada’s Exclusive Economic Zone. The act also  creates o r
amends a number o f stric t liability o ffenses. Other amendments effected by the act include:
 

 
•  the extension to  every master, chief eng ineer, owner and operato r o f a vessel and, if the vessel is owned by a

co rporation, to  certain o f its directo rs and o fficers, o f the duty to  take reasonable  steps to  ensure a vessel’s compliance
with the prohibition against harmful deposits;

 

 
•  a provision allowing  a fo reign vessel to  be detained within Canada’s Exclusive Economic Zone with the consent o f the

atto rney general;
 

 
•  an increased maximum fine o f C$1 million o r up to  three years’ imprisonment, o r bo th, fo r indictable  o ffenses and an

increased maximum fine o f C$300,000 o r up to  six months’ imprisonment fo r summary o ffenses, which penalty
provisions extend to  the vessel’s owner, operato r, master and chief eng ineer;

 

 
•  fo r o ffenses committed by a vessel in excess o f 5,000 tons deadweight, a minimum fine o f C$500,000 fo r an indictable

o ffense and C$100,000 fo r a summary o ffense;
 
 •  a provision that an o ffense can be committed by a person o r a vessel; and
 

 
•  the g rant to  a court o f the discretion, on application by a person who  has incurred monetary lo ss as a result o f an o ffense,

to  o rder the convicted party to  pay compensation to  that person.

If any o f our vessels fails to  comply with its provisions, it could have an adverse effect on us.

Fisheries Act

The Fisheries Act prohibits the deposit o f a deleterious substance in waters frequented by fish. The owner o f a deleterious
substance, the person having  contro l o f the substance and the person causing  the spill must report the spill and must take all reasonable
measures to  counteract, mitigate  o r remedy any adverse effects resulting  from a spill and are  subject to  maximum fines rang ing  from
C$300,000 to  C$1 million o r imprisonment from six months to  three years, o r bo th.

Marine Liability Act

The Marine Liability Act, which came into  fo rce in August 2001, is the principal leg islation dealing  with liability o f ship owners
and operato rs in relation to  passengers, cargo , po llution and property damage. The Marine Liability Act implements the 1992
International Convention on Civil Liability fo r Oil Po llution Damage (the CLC o r Civil Liability Convention) and the 1992 International
Convention on the Establishment o f an International Fund fo r Compensation fo r Oil Po llution Damage (the IOPC o r Fund Convention).
The Marine Liability Act creates stric t liability fo r a vessel owner fo r damages from o il po llution from a ship, as well as fo r the costs
and expenses incurred fo r c lean up and preventive measures. Bo th governments and private  parties can pursue vessel owners fo r
damages sustained o r incurred as a result o f such an incident. Although the act does provide some limited defenses, they are  generally
no t available  fo r spills o r po llution incidents arising  out o f the routine operation o f a vessel. The act limits the overall liability o f a vessel
owner to  amounts that are  determined by the tonnage o f the containership.
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In 2009, amendments were made to  the Marine Liability Act to  enable  the implementation o f two  additional international
maritime conventions on po llution liability and compensation, the Supplementary Fund Pro toco l o f 2003 to  the 1992 International Oil
Po llution Compensation Fund and the International Convention on Civil Liability fo r Bunker Oil Po llution Damage, 2001. The
amendments also  introduce the creation o f a maritime lien over fo reign vessels fo r unpaid invo ices to  ship suppliers operating  in
Canada, and the establishment o f a general limitation period o f three years in federal law fo r maritime claims where a limitation period
does no t currently exist.

British Columbia’s Environmental Management Act

British Co lumbia’s Environmental Management Act, o r EMA, governs spills o r re leases o f waste  into  the environment within
the province in a manner o r quantity that causes po llution. EMA imposes abso lute , re troactive, jo int and separate  liability fo r
remediation o f a contaminated site . Maximum penalties fo r an o ffense are  C$1 million o r imprisonment fo r up to  six months, o r bo th.
Where a person intentionally causes damage to  the environment, the maximum penalties are  C$3 million o r imprisonment fo r up to
three years, o r bo th.

European Union Requirements

In waters o f the European Union, o r the EU, our vessels are  subject to  regulation EU-level directives implemented by the
various nations through laws and regulations o f these requirements. These laws and regulations prescribe measures to  prevent po llution,
pro tect the environment, and support maritime safety. Fo r instance, the EU has adopted directives that require  member states to  refuse
access to  their po rts to  certain sub-standard vessels, acco rding  to  vessel type, flag , and number o f previous detentions. Member
states must inspect at least 25% of vessels using  their po rts annually and provide increased surveillance o f vessels posing  a high risk to
maritime safety o r the marine environment. If deficiencies are  found that are  clearly hazardous to  safety, health o r the environment, the
state  is required to  detain the vessel until the deficiencies are  addressed. Member states are  also  required to  implement a system o f
penalties fo r breaches o f these standards.

Our vessels are  also  subject to  inspection by appropriate  c lassification societies. Classification societies typically establish
and maintain standards fo r the construction and classification o f vessels, supervise  that construction is acco rding  to  these standards,
and carry out regular surveys o f ships in service to  ensure compliance with the standards. The EU has adopted directives that provide
member states with g reater autho rity and contro l over c lassification societies, including  the ability to  seek to  suspend o r revoke the
autho rity o f c lassification societies that are  neg ligent in their duties. The EU requires member states to  monito r these o rganizations’
compliance with EU inspection requirements and to  suspend any o rganization whose safety and po llution prevention perfo rmance o f
the o rganization becomes unsatisfacto ry.

The EU’s directive on the sulfur content o f fuels restric ts the maximum sulfur content o f marine fuels used in vessels
operating  in EU member states’ exclusive economic zones. Under this directive, our vessels may need to  make expenditures to
comply with the sulfur fuel content limits in the marine fuel they use in o rder to  avo id delays o r o ther obstructions to  their operations.
The EU has also  issued a directive adopting  the IMO’s standards fo r the maximum sulfur content o f marine fuels used in special sulfur
oxide Emission Contro l Areas, o r ECAs, in the Baltic  Sea, the North Sea, and fo r any o ther seas o r po rts the IMO may designate  as
sulfur oxide ECAs 12 months after the date  o f entry into  fo rce o f the designation. These and o ther related requirements may increase
our costs o f operating  and may affect financial perfo rmance.

In response to  the sinking  o f the MT Prestige and resulting  o il spill in 2003, the EU adopted a directive requiring  member
states to  impose criminal sanctions fo r certain po llution discharges committed intentionally, recklessly o r by serious neg ligence.
Penalties may include fines, imprisonment, permanent o r temporary disqualification from engag ing  in commercial activities, placement
under judicial supervision, o r exclusion from access to  public  benefits o r aid.
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The EU also  autho rizes member states to  adopt the IMO’s Bunker Convention, discussed above, that imposes stric t liability
on ship owners fo r po llution damage caused by spills o f o il carried as fuel in vessels’ bunkers and requires vessels o f a certain size to
maintain financial security to  cover any liability fo r such damage.

The EU is currently considering  o ther proposals to  further regulate  vessel operations. In October 2007, the EU adopted a new
Integ rated Maritime Po licy fo r the EU that included, in part, the development o f environmentally sound end-o f-life  ship dismantling
requirements, promotion o f the use o f sho re-side electric ity by ships at berth in EU ports to  reduce air emissions, and consideration o f
options fo r EU leg islation to  reduce g reenhouse gas emissions from maritime transport. Individual countries in the EU may also  have
additional environmental and safety requirements. It is impossible  to  predict what additional leg islation o r regulations, if any, may be
promulgated by the EU o r any o ther country o r autho rity. The trend, however, is towards increasing  regulation and we antic ipate  that
requirements will become more extensive and more stringent. Were more stringent future  requirements to  be put in effect in the future ,
they may require , individually o r in the aggregate , significant expenditures and could increase our costs o f operating , po tentially
adversely affecting  our financial condition and operating  results.

Other Reg ions

Other reg ions o f the world also  have the ability to  adopt requirements o r regulations that may impose obligations on our
vessels and may increase our costs to  operate  them. We canno t assure you that compliance with these requirements will no t entail
significant expenditures on our part. However, these requirements would apply to  the industry as a who le and should also  affect our
competito rs.

Greenhouse Gas Leg islation

In February 2005, the Kyo to  Pro toco l to  the United Nations Framework Convention on Climate Change, o r the Kyo to
Pro toco l, entered into  fo rce. Pursuant to  the Kyo to  Pro toco l, adopting  countries are  required to  implement national prog rams to
reduce emissions o f certain gases, generally referred to  as g reenhouse gases, which are  suspected o f contributing  to  g lobal warming .
Currently, the g reenhouse gas emissions from international shipping  do  no t come under the Kyo to  Pro toco l. At the December 2010
meeting  o f the United Nations Climate Change Conference in Cancun, the IMO proposed measures to  contro l g reenhouse gas
emissions from international shipping . The EU has indicated that if the IMO does no t decide how to  address g reenhouse gas emissions
from international shipping  befo re December 2011, the EU will include international shipping  in its emissions trading  scheme. In the
United States, the Califo rnia Atto rney General and a coalition o f environmental g roups petitioned the EPA in October 2007 to  regulate
g reenhouse gas emissions from ocean-go ing  ships under the Clean Air Act. Leg islation has been introduced into  the U.S. Congress to
reduce g reenhouse gas emissions in the United States. In addition, the EPA’s December 2009 “endangerment finding” regarding
greenhouse gases allows the EPA to  beg in regulating  g reenhouse gas emissions under existing  provisions o f the federal Clean Air Act.
To  date , rules proposed by the EPA pursuant to  this autho rity have no t invo lved ocean-go ing  vessels. Any passage o f c limate contro l
leg islation o r o ther regulato ry initiatives by the IMO, EU, United States o r o ther individual countries where we operate  that restric t
emissions o f g reenhouse gases from vessels could require  us to  make significant financial expenditures we canno t predict with
certainty at this time.

In British Co lumbia, Canada, the Greenhouse Gas Reduction Targets Act became effective in 2008. This act sets a province-
wide 33% reduction in the 2007 level o f g reenhouse gas emissions by 2020. As part o f British Co lumbia’s plan to  implement the
Western Climate Initiative’s cap-and-trade system, a regulation requiring  the reporting  o f g reenhouse gas emissions was approved
under the autho rity o f the Greenhouse Gas Reduction (Cap and Trade) Act in November 2009. The Reporting  Regulation came into
effect in January 2010 and requires operations that are  located in British Co lumbia and emitting  10,000 tons o r more o f carbon dioxide
equivalent per year to  report g reenhouse gas emissions to  the British Co lumbia Ministry o f Environment. Those reporting  operations
with emissions o f 25,000 tons o r g reater are  required to  have emissions reports verified by a third party. However, certain secto rs are
exempt from the Reporting  Regulation, including  marine transportation.
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Vessel Security Regulations

Since the terro rist attacks o f September 11, 2001, there  have been a variety o f initiatives intended to  enhance vessel security.
In November 2002, the Maritime Transportation Security Act o f 2002, o r the MTSA, came into  effect. To  implement certain po rtions
o f the MTSA, in July 2003, the United States Coast Guard issued regulations requiring  the implementation o f certain security
requirements aboard vessels operating  in waters subject to  the jurisdiction o f the United States. Similarly, amendments to  the
International Convention fo r the Safety o f Life  at Sea, o r SOLAS, created a new chapter o f the convention dealing  specifically with
maritime security, which came into  effect in July 2004 . The new chapter imposes various detailed security obligations on vessels and
port autho rities, most o f which are  contained in the newly created International Ship and Port Facilities Security Code, o r ISPS Code.
Among  the various requirements are:
 

 
•  on-board installation o f automatic  info rmation systems, o r AIS, to  enhance vessel-to -vessel and vessel-to -shore

communications;
 
 •  on-board installation o f ship security alert systems;
 
 •  the development o f vessel security plans; and
 
 •  compliance with flag  state  security certification requirements.

The United States Coast Guard regulations, intended to  align with international maritime security standards, exempt non-
United States vessels from MTSA vessel security measures such vessels have on board a valid International Ship Security Certificate ,
o r ISSC, that attests to  the vessel’s compliance with SOLAS security requirements and the ISPS Code. Our existing  vessels have
implemented the various security measures addressed by the MTSA, SOLAS and the ISPS Code and we intend to  continue to  do  so  in
the future .

Taxation o f the Company

United States Taxation

The fo llowing  is a discussion o f the expected material U.S. federal income tax considerations applicable  to  us. This
discussion is based upon the provisions o f the Internal Revenue Code o f 1986, as amended, o r the Code, existing  final and temporary
regulations promulgated thereunder, o r the Treasury Regulations, and current administrative rulings and court decisions, all o f which are
subject to  change, possibly with retroactive effect. Changes in these autho rities may cause the U.S. federal income tax considerations
to  vary substantially from those described below.

The fo llowing  discussion is fo r general info rmation purposes only and does no t purport to  be a comprehensive description o f
all o f the U.S. federal income tax considerations applicable  to  us. No  ruling  has been requested from the IRS regarding  any matter
affecting  us. The statements made herein may be challenged by the IRS and, if so  challenged, may no t be sustained upon review in a
court.

Taxation of Operating Income

We expect that substantially all o f our g ross income will be attributable  to  the transportation o f cargo . Fo r this purpose, g ross
income attributable  to  transportation, o r Transportation Income, includes income from the use (o r hiring  o r leasing  fo r use) o f a vessel
to  transport cargo  and the perfo rmance o f services directly related to  the use o f any vessel to  transport cargo  and, thus, includes time
charter and bareboat charter income.
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Fifty percent (50%) o f Transportation Income attributable  to  transportation that e ither beg ins o r ends, but that does no t bo th
beg in and end, in the United States, o r U.S. Source International Transportation Income, is considered to  be derived from sources
within the United States. Transportation Income attributable  to  transportation that bo th beg ins and ends in the United States, o r U.S.
Source Domestic  Transportation Income, is considered to  be 100% derived from sources within the United States. Transportation
Income attributable  to  transportation exclusively between non-U.S. destinations is considered to  be 100% derived from sources
outside the United States. Transportation Income derived from sources outside the United States generally will no t be subject to  U.S.
federal income tax.

We believe that we have no t earned any U.S. Source Domestic  Transportation Income, and we expect that we will no t earn
any such income in future  years. However, certain o f our activities g ive rise  to  U.S. Source International Transportation Income, and
future expansion o f our operations could result in an increase in the amount o f our U.S. Source International Transportation Income.
Unless the exemption from tax under Section 883 o f the Code, o r the Section 883 Exemption, applies, our U.S. Source International
Transportation Income generally will be subject to  U.S. federal income taxation under either the net basis tax and the branch pro fits tax
o r the 4% g ross basis tax, all o f which are  discussed below.

The Section 883 Exemption

In general, the Section 883 Exemption provides that if a non-U.S. co rporation satisfies the requirements o f Section 883 o f the
Code and the Treasury Regulations thereunder, o r the Section 883 Regulations, it will no t be subject to  the net basis and branch pro fits
taxes o r the 4% g ross basis tax described below on its U.S. Source International Transportation Income. The Section 883 Exemption
does no t apply to  U.S. Source Domestic  Transportation Income.

A non-U.S. co rporation will qualify fo r the Section 883 Exemption if, among  o ther things, it (i) is o rganized in a jurisdiction
outside the United States that g rants an exemption from tax to  U.S. co rporations on international Transportation Income, o r an
Equivalent Exemption, (ii) satisfies one o f three ownership tests, o r Ownership Test, described in the Section 883 Regulations and
(iii) meets certain substantiation, reporting  and o ther requirements.

We are  o rganized under the laws o f the Republic  o f the Marshall Islands. The U.S. Treasury Department has recognized the
Republic  o f the Marshall Islands as a jurisdiction that g rants an Equivalent Exemption. We also  believe that we will be able  to  satisfy all
substantiation, reporting  and o ther requirements necessary to  qualify fo r the Section 883 Exemption. Consequently, our U.S. Source
International Transportation Income will be exempt from U.S. federal income taxation provided we satisfy the Ownership Test and
provided we file  a U.S. federal income tax return to  claim the Section 883 Exemption. We believe that we currently should satisfy the
Ownership Test because our stock is primarily and regularly traded on an established securities market in the United States within the
meaning  o f the Section 883 Regulations. We can g ive no  assurance, however, that changes in the ownership o f our stock subsequent to
the date  o f this o ffering  will permit us to  continue to  qualify fo r the Section 883 Exemption.

The Net Basis Tax and Branch Profits Tax

If the Section 883 Exemption does no t apply, our U.S. Source International Transportation Income may be treated as
effectively connected with the conduct o f a trade o r business in the United States, o r Effectively Connected Income, if we have a
fixed place o f business in the United States and substantially all o f our U.S. Source International Transportation Income is attributable  to
regularly scheduled transportation o r, in the case o f bareboat charter income, is attributable  to  a fixed place o f business in the United
States.

We believe that we do  no t have a fixed place o f business in the United States. As a result, we believe that none o f our U.S.
Source International Transportation Income would be treated as Effectively Connected
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Income. While  we do  no t expect to  acquire  a fixed place o f business in the United States, there  is no  assurance that we will no t have, o r
will no t be treated as having , a fixed place o f business in the United States in the future , which may, depending  on the nature o f our
future operations, result in our U.S. Source International Transportation Income being  treated as Effectively Connected Income.

Any income we earn that is treated as Effectively Connected Income would be subject to  U.S. federal co rporate  income tax
(the highest statuto ry rate  currently is 35%) and a 30% branch pro fits tax imposed under Section 884  o f the Code. In addition, a 30%
branch interest tax could be imposed on certain interest paid, o r deemed paid, by us.

If we were to  sell a vessel that has produced Effectively Connected Income, we generally would be subject to  the net basis
and branch pro fits taxes with respect to  the gain recognized up to  the amount o f certain prio r deductions fo r depreciation that reduced
Effectively Connected Income. Otherwise, we would no t be subject to  U.S. federal income tax with respect to  gain realized on the sale
o f a vessel, provided the sale  is no t considered to  occur in the United States under U.S. federal income tax principles.

The 4% Gross Basis Tax

If the Section 883 Exemption does no t apply and we are  no t subject to  the net basis and branch pro fits taxes described
above, we generally will be subject to  a 4% U.S. federal income tax on our U.S. Source International Transportation Income without
the benefit o f deductions.

Canadian Taxation

Under the Income Tax Act (Canada), o r the Canada Tax Act, a co rporation that is resident in Canada is subject to  tax in
Canada on its worldwide income.

Our place o f residence, under Canadian law, would generally be determined on the basis o f where our central management and
contro l are , in fact, exercised. It is no t our current intention that our central management and contro l be exercised in Canada but, even if
it were, there  is a specific  statuto ry exemption under the Canada Tax Act that provides that a co rporation inco rporated, o r o therwise
fo rmed, under the laws o f a country o ther than Canada will no t be resident in Canada in a taxation year if its principal business is the
operation o f ships that are  used primarily in transporting  passengers o r goods in international traffic , all o r substantially all o f its g ross
revenue fo r the year consists o f g ross revenue from the operation o f ships in transporting  passengers o r goods in that international
traffic , and it was no t g ranted artic les o f continuance in Canada befo re the end o f the year.

Based on our operations, we do  no t believe that we are , no r do  we expect to  be, resident in Canada fo r purposes o f the
Canada Tax Act, and we intend that our affairs will be conducted and operated in a manner such that we do  no t become a resident o f
Canada under the Canada Tax Act. However, if we were o r become resident in Canada, we would be o r become subject under the
Canada Tax Act to  Canadian income tax on our worldwide income and our non-Canadian resident shareho lders would be o r become
subject to  Canadian withho lding  tax on dividends paid in respect o f our shares.

Generally, a co rporation that is no t resident in Canada will be taxable  in Canada on income it earns from carrying  on a business
in Canada and on gains from the disposition o f property used in a business carried on in Canada. However, there  are  specific  statuto ry
exemptions under the Canada Tax Act that provide that income earned in Canada by a non-resident co rporation from the operation o f a
ship in international traffic , and gains realized from the disposition o f ships used principally in international traffic , are  no t included in a
non-resident co rporation’s income fo r Canadian tax purposes where the co rporation’s country o f residence g rants substantially similar
relief to  a Canadian resident. A Canadian resident co rporation that carries on an international shipping  business, as described in the
previous sentence, in the Republic  o f the Marshall Islands is exempt from income tax under the current laws o f the Republic  o f the
Marshall Islands.
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We expect that we will qualify fo r these statuto ry exemptions under the Canada Tax Act. Based on our operations, we do  no t
believe that we are , no r do  we expect to  be, carrying  on a business in Canada fo r purposes o f the Canada Tax Act o ther than a business
that would provide us with these statuto ry exemptions from Canadian income tax. However, these statuto ry exemptions are  contingent
upon reciprocal treatment being  provided under the laws o f the Republic  o f the Marshall Islands. If in the future  as a non-resident o f
Canada, we are  carrying  on a business in Canada that is no t exempt from Canadian income tax, o r these statuto ry exemptions are  no t
accessible  due to  changes in the laws o f the Republic  o f the Marshall Islands o r o therwise, we would be subject to  Canadian income tax
on our non-exempt income earned in Canada which could reduce our earnings available  fo r distribution to  shareho lders.
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MANAGEMENT

Directors and Officers

The fo llowing  table  provides info rmation about our directo rs and executive o fficers.
 
Name   Age    Pos ition
Kyle R. Washing ton    40    Chairman o f the board o f directo rs
Gerry Wang    48    Chief Executive Officer and Directo r
Sai W. Chu    44     Chief Financial Officer
George H. Juetten    63    Directo r
Peter Lorange    67    Directo r
Peter S. Shaerf    56    Directo r
John C. Hsu    47    Directo r
Graham Porter    40    Directo r
Nicho las Pitts-Tucker    59    Directo r

Kyle R. Washington. Kyle R. Washing ton was appo inted as chairman o f the board in May 2005. He was also  appo inted as a
directo r and the chairman o f the board o f our Manager in August 2005 and also  serves as a directo r and o fficer o f certain o f our
Manager’s operating  subsidiaries. From 1998 to  2006, Mr. Washing ton was responsible  fo r the overall co rporate  strategy o f the
Washing ton Marine Group and was active in developing  senio r level customer, supplier, competito r and governmental re lationships.
Within the Washing ton Marine Group, he was a directo r and the executive chairman o f Seaspan International Ltd., a marine
transportation company that is invo lved in shipdocking , barg ing  and shipyard enterprises. In 2009, Mr. Washing ton returned as a directo r
and executive chairman o f Seaspan International Ltd. and was appo inted as a directo r o f Envirocon, Inc., Modern Machinery Co ., Inc.,
Montana Rail Link, Inc., Montana Resources, Inc. and Southern Railway o f British Co lumbia, Ltd., all o f which are  within the Washing ton
Group o f Companies. Mr. Washing ton was an ambassador to  the 2010 Winter Olympics in Vancouver and is an active supporter o f the
Young  Life  Organization. He is a g raduate  o f the University o f Montana with a deg ree in business administration.

Gerry Wang . Gerry Wang  was appo inted our chief executive o fficer and directo r in May 2005. Mr. Wang  jo ined the Offshore
Division o f Seaspan International Ltd. in early 1990 and is currently a directo r, chief executive o fficer and president o f Seaspan Crew
Management Ltd., o r SCML. Mr. Wang  was appo inted as a directo r o f our Manager in August 2005 and president and chief executive
o fficer o f SSML. From 1986 to  1989, Mr. Wang  was the business manager fo r China Merchants Group in Hong  Kong . He g raduated
from Shanghai Maritime University in 1983 with a Bachelo r’s deg ree in Navigation, and in 1986, he earned a Master’s deg ree in
International Economics under the sponso rship prog ram o f the United Nations Economic and Social Council Asia Pacific . In 1993, he
obtained his Master o f Science in Business Administration deg ree from the University o f British Co lumbia in Vancouver, B.C., Canada.

Sai W. Chu. Sai W. Chu was appo inted our chief financial o fficer in June 2007. Mr. Chu was appo inted chief financial o fficer
o f SSML, SCLL, and SCML in May 2005 after jo ining  SSML as co rporate  contro ller in September 2004  and the Washing ton Marine
Group as co rporate  contro ller in April 2004 . Mr. Chu qualified as a chartered accountant in 1992 having  artic led with KPMG LLP’s
Vancouver o ffice  and also  qualified as a certified management accountant in 1990. From 1995 to  1998, he was the assistant co rporate
contro ller with Imperial Parking  Limited, an integ rated parking  management company with operations in Asia and North America. From
1998 to  1999, Mr. Chu was manager, financial reporting , o f BC Gas Inc. (now Terasen Inc.), a natural gas and o il transmission and
distribution utility. From 2000 to  April 2004 , he was contro ller o f Datawest So lutions Inc., a techno logy provider o f banking  and
payment so lutions. All o f Mr. Chu’s previous employers subsequent to  1995 and prio r to  jo ining  us were companies listed on the
Toronto  Stock Exchange.
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George H. Juetten. George H. Juetten was elected by our Series A Preferred shareho lders as a directo r in July 2009 and has
served as chair o f our audit committee since September 2009. Prio r to  his e lection, Mr. Juetten was executive vice president and chief
financial o fficer o f Washing ton Group International (URS Corporation) from 2001 to  2009. Washing ton Group International was an
integ rated eng ineering , construction and management services company that was listed on the New York Stock Exchange. Prio r to
that, Mr. Juetten was with Dresser Industries, Inc. (Halliburton Company), an NYSE-listed company that provided techno logy, products
and services fo r developing  energy and natural resources. He served as vice president contro ller from 1993 to  1996 and as executive
vice president and chief financial o fficer from 1996 to  1999. Mr. Juetten was an audit partner fo r Price Waterhouse from 1969 to  1993,
serving  in several jurisdictions including  a three-year tour o f duty in The Hague. He is a trustee o f St. Alphonsus Reg ional Medical
Centre  and the Co llege o f Idaho  and a member o f the board o f directo rs o f the Bo ise Philharmonic Association. Mr. Juetten received a
Bachelo r o f Science deg ree in Accounting  from the Marquette  University, Milwaukee, Wisconsin and is member o f the American
Institute  o f Certified Public  Accountants. As a directo r e lected by our Series A Preferred shareho lders, Mr. Juetten is no t a member o f
any o f our board’s three classes o f directo rs, which members are  elected to  ho ld o ffice fo r a term o f three years o r until a successo r is
elected and qualifies.

Peter Lorange . Peter Lorange was appo inted as a directo r in August 2005. Mr. Lorange is chairman, president and chief
executive o fficer o f Lorange Institute  o f Business Zurich. Mr. Lorange was president o f International Institute  fo r Management
Development, o r IMD, from July 1, 1993 to  April 1, 2008, and until July 1, 2009, he was Pro fesso r o f Strategy at IMD and held the
Kristian Gerhard Jebsen Chair o f International Shipping . He was fo rmerly president o f the Norweg ian Schoo l o f Management in Oslo .
Mr. Lorange was affiliated with the Wharton Schoo l, University o f Pennsylvania fo r more than a decade in various assignments,
including  directo r fo r the Joseph H. Lauder Institute  o f Management and International Studies and The William H. Wurster Center fo r
International Management Studies, as well as The William H. Wurster Pro fesso r o f Multinational Management. He has also  taught at the
Sloan Schoo l o f Management (M.I.T.), IMEDE (now IMD), and the Stockho lm Schoo l o f Economics. Mr. Lorange serves on the
board o f directo rs o f several co rporations including  Marso ft International A/S, Preferred Global Health, Zaruma Resources Inc.,
Global Praxis and Quartz  & Co . He received his underg raduate  education from the Norweg ian Schoo l o f Economics and Business, was
awarded a Masters o f Arts deg ree in Operations Management from Yale University and his Docto r o f Business Administration deg ree
from Harvard University.

Peter S. Shaerf. Peter S. Shaerf was appo inted as directo r in August 2005 and is chair o f the compensation committee and
the conflic ts committee. Since 2002, Mr. Shaerf has been a manag ing  directo r o f AMA Capital Partners, an investment bank and private
equity firm specializ ing  in the maritime industry. From 1998 until April 2002, Mr. Shaerf was a manag ing  directo r o f Poseidon Capital
Corp., an independent maritime consulting  and investment company that works extensively in the investment community. From 1980 to
2002, he was a partner o f The Commonwealth Group, a brokerage and consulting  company that specializes in the dry cargo  and liner
shipping  industry. From 1977 to  1980, he was a directo r o f Common Bro thers U.S.A. Ltd., a shipbroking  subsidiary o f a British
shipowner o f dry cargo  and tanker tonnage. He is a directo r o f General Maritime Corporation, a company listed on the New York Stock
Exchange, and a directo r o f TBS International, a company listed on the NASDAQ exchange. Mr. Shaerf is chairman o f New York
Maritime Inc. (NYMAR), a leading  g lobal trade association that promotes New York as a maritime center. Mr. Shaerf ho lds a B.A.
degree in international business law from the London Metropo litan University.

John C. Hsu. John Hsu was appo inted as directo r in April 2008. He is currently a partner o f Ajia Partners, one o f Asia’s largest
privately-owned alternative investment firms. Mr. Hsu’s family has been in the business o f owning  and operating  bulkers, tankers and
specialized ships, through affiliated entities such as Sincere Navigation Corp. (Taiwan listed) and Oak Maritime, Inc., fo r generations.
Mr. Hsu is currently a directo r o f Oak Maritime, Inc., and is also  directo r o f several o ther private  companies, including  TSSi, Inc. (a
surveillance IC so lutions provider) and Convergence Tech Venture (a venture capital fund). From 1998 to  2002, he was chief
investment o fficer o f Matrix Global Investments, a hedge fund in U.S.-listed techno logy companies. Since 1993, he has been
responsible  fo r manag ing  the Hsu family’s investment po rtfo lio , consisting  o f financial
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securities, hedge funds, and private  equity investments. Mr. Hsu received his B.A. from Co lgate  University in 1986 and his MBA from
Columbia University in 1992, and is fluent in Japanese and Mandarin.

Graham Porter. Graham Porter was appo inted as a directo r in April 2010. Mr. Po rter has also  served as manag ing  directo r,
deputy chairman and directo r o f our Manager since August 2005. Mr. Po rter jo ined Seaspan International Ltd. in 1992 as part o f the
o ffsho re heavy-lift and ocean towing  division and is currently a directo r and secretary o f SCLL. In 2000, Mr. Po rter was part o f the
senio r management and equity team to  fo rm SCLL, established to  own and operate  deep-sea container vessels. Mr. Po rter is also  a
directo r, manag ing  directo r and deputy chairman o f our Manager. Mr. Po rter is chairman o f Tiger Group, an investment firm based in
Hong  Kong  which, through its affiliated companies, ho lds shares in us and in o ther shipping  ventures. He g raduated in 1992 with a
degree in business, majo r in transportation and log istics and minor in accounting , from the University o f British Co lumbia in Vancouver,
B.C. Canada. Mr. Po rter currently resides in Hong  Kong .

Nicho las Pitts- Tucker. Nicho las Pitts-Tucker was appo inted as a directo r in April 2010 and is chair o f the nominating  and
corporate  governance committee. Mr. Pitts-Tucker jo ined Sumitomo Mitsui Banking  Corporation in 1997, fo llowing  14  years at
Deutsche Morgan Grenfell and over 10 years at Grindlays Bank Limited in Asia. At Sumitomo Mitsui Banking  Corporation, Mr. Pitts-
Tucker served as the head o f pro ject finance, co -head o f the structured finance division o f Sumitomo Mitsui Banking  Corporation
Europe Limited, o r SMBC Europe, and co -head o f the international finance department o f SMBC Europe, with particular emphasis on
shipping  and aviation finance in Asia, Europe and the Middle East. He also  served as an executive directo r o f SMBC Europe and o f
Sumitomo Mitsui Banking  Corporation in Japan, o r SMBC Japan. He retired from SMBC Europe and SMBC Japan in April 2010, and now
serves as a non-executive directo r and as a member o f the audit committee o f SMBC Europe. He also  serves as a directo r o f
Investo rs in the Community GP, which governs a trust invested in infrastructure pro jects in the United Kingdom. In December 2010,
Mr. Pitts-Tucker was appo inted as a directo r o f Black Rock Frontier Investment Trust PLC, which is listed on the London Stock
Exchange, and is a member o f the audit committee. Mr. Pitts-Tucker is a founder, directo r and current Head o f the Finance
Subcommittee o f Riders fo r Health, an o rganization dedicated to  providing  reliable  transport to  remote rural African health networks.
Mr. Pitts-Tucker has a Master o f Arts deg ree from Christchurch, Oxfo rd University and a Master o f Business Administration from
Cranfield University.

Directors and Officers o f Our Manager

The fo llowing  table  provides info rmation about the directo rs and o fficers o f our Manager and o fficers o f certain o f its
subsidiaries. As described below, our Manager and certain o f its subsidiaries provide us with all o f our technical, administrative and
strateg ic  services pursuant to  the management ag reements. Our Manager also  provides all o f our executive o fficers and employees.
 
Name   Age    Pos ition
Kyle R. Washing ton

  
 40  

  
Chairman o f the board o f directo rs and Directo r o f our Manager and Directo r
and Officer o f certain subsidiaries o f our Manager

Gerry Wang
  

 48  
  

Directo r o f our Manager and Directo r, President and Chief Executive Officer o f
SSML and SCML

Graham Porter    40    Manag ing  Directo r, Deputy Chairman and Directo r o f our Manager
Sai W. Chu    44     Chief Financial Officer o f SSML and SCML
Peter Curtis    52    Vice President o f SSML

As no ted above, several o f the directo rs and executive o fficers o f our Manager o r its subsidiaries also  serve as our directo rs
o r executive o fficers. The business experience o f these individuals is described above.

Peter Curtis . Peter Curtis was appo inted vice president o f SSML in April 2001. He is responsible  fo r the ship building
management, overall operations and commercial management o f the vessels managed by
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SSML, including  all o f our vessels. From 1981 to  1989, Mr. Curtis served in the South African Navy, where he attained the rank o f Lt.
Commander in charge o f the submarine maintenance facility and design o ffice. From 1989 to  1991, he was an associate  with a firm o f
eng ineering  consultants in Cape Town, working  on o ffsho re and naval architectural pro jects, such as o ffsho re o il and gas as well as
o ther marine pro jects. From 1991 to  1999, Mr. Curtis was with Safmarine, where he was responsible  fo r the operations o f a mixed fleet
o f containerships, handy-size and cape-size bulkcarriers and also  oversaw a number o f new building  programs. Prio r to  jo ining  SSML in
2001, Mr. Curtis was based in Cyprus fo r two  years with Co lumbia Ship Management as technical directo r. In 1981, he obtained a B.Sc.
Mechanical Eng ineering  deg ree at Natal University in Durban, South Africa. In 1986, Mr. Curtis obtained his Master’s deg ree in Naval
Architecture  from University Co llege in London, Eng land and in 2000, he obtained his B.Sc. in business from Stellenbosch University in
Cape Town, South Africa.

Board Practices

General

As o f December 31, 2010, our board o f directo rs consisted o f e ight members. Except fo r George H. Juetten, who  was
appo inted by our Series A Preferred Shareho lders on July 25, 2009 and who  does no t belong  to  a c lass o f directo rs, the board o f
directo rs is divided into  the fo llowing  three classes, with members o f each class e lected to  ho ld o ffice fo r a term o f three years in
acco rdance with the classification indicated below and until his successo r is e lected and qualified:
 
 •  Our Class I directo rs are  Kyle R. Washing ton and Nicho las Pitts-Tucker and their term expires in 2012;
 
 •  Our Class II directo rs are  Gerry Wang , Peter Lorange and Graham Porter and their term expires in 2013; and
 
 •  Our Class III directo rs are  Peter S. Shaerf and John C. Hsu and their term expires in 2011.

There are  no  service contracts between us and any o f our directo rs providing  fo r benefits upon termination o f their
employment o r service, however Gerry Wang , our chief executive o fficer, has entered into  an employment ag reement with SSML that
provides fo r certain severance benefits. Please read “Our Manager and Management Related Agreements—Employment Agreement
with Gerry Wang .”

The board o f directo rs has determined that each o f the current members o f the board, o ther than Kyle R. Washing ton, Gerry
Wang  and Graham Porter, has no  material re lationship with us, e ither directly o r as a partner, shareho lder o r o fficer o f an o rganization
that has a relationship with us, and is, therefo re, independent from management and our Manager. Peter Lorange, who  was previously an
officer o f our subsidiary companies, resigned from that appo intment on April 25, 2010 and was replaced with Mr. Po rter. Our board o f
directo rs has determined that since his resignation as an o fficer o f our subsidiaries, Mr. Lorange has no  material re lationship with us
either directly o r as a partner, shareho lder o r o fficer o f an o rganization that has a relationship with us, and is independent from us, a
standard that differs from the independence standard fo r domestic  companies that is set fo rth in the NYSE listed company manual.
Please read “—Exemptions from NYSE Corporate  Governance Rules” fo r more info rmation about the ways in which our co rporate
governance practices differ from those fo llowed by domestic  companies.

Committees

The board o f directo rs has the fo llowing  four committees: audit committee, compensation committee, conflic ts committee
and nominating  and co rporate  governance committee (which was established in October 2010). The membership o f these committees
during  2010 and the function o f each o f the committees are
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described below. Each o f our committees operates under a written charter adopted by our board o f directo rs. All o f the committee
charters are  available  under “Corporate  Governance” in the Investo r Relations section o f our website  at www.seaspancorp.com.

During  2010, the board o f directo rs held eight meetings, the audit committee held four meetings, the compensation
committee held eight meetings, the conflic ts committee held 14  meetings, and the nominating  and co rporate  governance committee
held one meeting . Each directo r attended at least 75% of the board meetings (held during  the period fo r which such person was a
directo r) during  the last fiscal year. Each directo r attended at least 75% of the to tal number o f committee meetings on which such
person served (held during  the periods fo r which such person served) during  the last fiscal year with the exception o f Peter Lorange,
who  attended five o f 14  conflic ts committee meetings.

Our audit committee is composed entirely o f directo rs who  currently satisfy applicable  NYSE and SEC audit committee
independence standards. As o f December 31, 2010, our audit committee members were George H. Juetten, John C. Hsu and Nicho las
Pitts-Tucker. All members o f the committee are  financially literate , and the board o f directo rs has determined that all members qualify
as financial experts. The audit committee assists the board o f directo rs in fulfilling  its responsibilities fo r general oversight o f: the
integ rity o f our conso lidated financial statements; our compliance with legal and regulato ry requirements; the independent audito rs’
qualifications and independence; and the perfo rmance o f our internal audit function and independent audito rs.

Our compensation committee is composed entirely o f directo rs who  currently satisfy applicable  NYSE independence
standards. As o f December 31, 2010, our compensation committee consisted o f Peter S. Shaerf, John C. Hsu and George H. Juetten.
The compensation committee reviews, evaluates and approves our ag reements, plans, po lic ies and programs to  compensate  our
o fficers and directo rs. Each year the committee produces a report on executive compensation and publishes the report in our Annual
Report on Form 20-F, o therwise discharges the Board’s responsibilities re lating  to  the compensation o f our o fficers and directo rs and
perfo rms such o ther functions as the Board may assign to  the committee from time to  time.

As o f December 31, 2010, our conflic ts committee consisted o f Peter S. Shaerf, Peter Lorange and Nicho las Pitts-Tucker.
The conflic ts committee reviews and approves transactions between us and our directo rs, our o fficers and o ther related parties fo r
po tential conflic ts o f interest on an ongo ing  basis. Each member o f the committee currently satisfies applicable  NYSE independence
standards, o ther than Mr. Lorange, who  the board o f directo rs has determined has no  material re lationship with us, e ither directly o r as a
partner, shareho lder o r o fficer o f an o rganization that has a relationship with us.

Our nominating  and co rporate  governance committee is composed entirely o f directo rs who  currently satisfy applicable
NYSE independence standards. As o f December 31, 2010, our nominating  and co rporate  governance committee consisted o f
Nicho las Pitts-Tucker, George H. Juetten and John C. Hsu. The nominating  and co rporate  governance committee assists the board with
co rporate  governance practices, identifying  qualified individuals to  become members o f the board, the process o f recommending
directo r nominees to  the board fo r e lection at annual meetings o f the shareho lders o r to  fill vacancies on the board and the results o f
period perfo rmance evaluations o f the members o f the board and making  any recommendations on consequent improvements that
have been identified during  such evaluations.

Exemptions from NYSE Corporate Governance Rules

As a fo reign private  issuer, we are  exempt from certain co rporate  governance rules that apply to  domestic  companies under
NYSE listing  standards. The fo llowing  are  significant ways in which our co rporate  governance practices differ from those fo llowed by
domestic  companies:
 

 
•  In lieu o f obtaining  shareho lder approval prio r to  the adoption o f equity compensation plans, the full board o f directo rs

approves such adoption.
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•  Unlike domestic  companies listed on the NYSE, fo reign private  issuers are  no t required to  have a majo rity o f
independent directo rs and the standard fo r independence applicable  to  fo reign private  issuers may differ from the
standard that is applicable  to  domestic  issuers. Our board o f directo rs has determined that four o f our e ight current
directo rs (being  John C. Hsu, George H. Juetten, Nicho las Pitts-Tucker and Peter Shaerf) satisfy the NYSE’s
independence standards, which are  no t applicable  to  us.

Finally, U.S. issuers are  required to  have a compensation committee and a nominating  and co rporate  governance committee,
each comprised entirely o f independent directo rs. Although as a fo reign private  issuer these rules do  no t apply to  us, we have a
compensation committee and a nominating  and co rporate  governance committee that each consists o f three directo rs, all o f whom
currently satisfy NYSE standards fo r independence.
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OUR MANAGER AND MANAGEMENT RELATED AGREEMENTS

The following summary of the material terms of the management related agreements does not purport to be complete and is
subject to, and qualified in its entirety by reference to, all the provisions of the management agreements, omnibus agreement, the
employment agreement with Gerry Wang and the change of control plan. Capitalized words and expressions used in this section and
defined in the management agreements have the meanings set forth in those agreements. Because the following is only a summary, it does
not contain all information that you may find useful. For more complete information, you should read each of the management
agreements, the omnibus agreement, the employment agreement with Gerry Wang and the change of control agreement, each of which is
incorporated herein by reference. Please read “Where You Can Find Additional Information.”

Our Manager, Seaspan Management Services Limited, is owned primarily by trusts established fo r members o f the
Washing ton family and an entity indirectly owned by Gerry Wang  and Graham Porter. Mr. Wang  is our chief executive o fficer and a
member o f our board o f directo rs. Mr. Po rter is a directo r and o fficer o f bo th our Manager and SCLL. Please read “Related Party
Transactions.”

Our Manager and certain o f its who lly owned subsidiaries provide all o f the technical, administrative and strateg ic  services
necessary to  support our business and all o f our directo rs and executive o fficers. Our Manager provides a variety o f ship management
services, including  purchasing  supplies, crewing , vessel maintenance, insurance procurement and claims handling , inspections, and
ensuring  compliance with flag , c lass and o ther statuto ry requirements. In addition to  the ship management services provided to  us, our
Manager also  provides limited ship management services to  Dennis R. Washing ton’s personal vessel owning  companies.

As o f December 31, 2010, our Manager and its subsidiaries employed approximately 2,000 seago ing  staff and
approximately 140 sho re staff. We expect our Manager and its subsidiaries will hire  additional employees as we g row. We believe our
Manager and its subsidiaries provide its seafarers competitive employment packages and comprehensive benefits and opportunities
fo r career development.

We believe our Manager achieves high standards o f technical ship management by pursuing  risk reduction, operational
reliability and safety. Our Manager achieves its standards by employing  the fo llowing  methods, among  o thers:
 
 •  developing  a minimum competency standard fo r seago ing  staff;
 
 •  standardizing  equipment used throughout the fleet, thus promoting  effic iency and economies o f scale;
 

 
•  implementing  a vo luntary vessel condition and maintenance monito ring  program (our Manager was the first in the world

to  achieve accreditation by Det Norske Veritas on its hull planned maintenance system);
 

 
•  recruiting  o fficers and ratings through an affiliate  based in India that has a reco rd o f employee loyalty and high retention

rates among  its employees;
 
 •  implementing  an incentive system to  reward staff fo r the safe  operation o f vessels; and
 
 •  initiating  and developing  a cadet training  program.

Our Manager’s personnel have experience in overseeing  new vessel construction, vessel conversions and general marine
eng ineering . The co re management o f our Manager previously has worked in various companies in the international ship management
industry, including  China Merchants Group, Neptune Orient Lines, Teekay Corporation, Safmarine Container Lines and Co lumbia Ship
Management. Our Manager’s staff has skills in all aspects o f ship management, including  design and operations and marine eng ineering ,
among
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o thers. A number o f senio r o fficers also  have sea-go ing  experience, having  served aboard vessels at a senio r rank. Our crews are
directly selected by our Manager and hired by its crew management affiliate , SCML. In all training  programs, our Manager places an
emphasis on safety and regularly trains its crew members and o ther employees to  meet our high standards. Shore-based personnel and
crew members are  trained to  be prepared to  respond to  emergencies related to  life , property o r the environment.

Our Manager is required to  perfo rm its services in a commercially reasonable  manner. Our Manager is responsible  fo r and will
indemnify us fo r damages resulting  from its obligations o r liabilities under the management ag reements, breaches o f the ag reements,
fraud, willful misconduct, recklessness o r g ross neg ligence o f our Manager o r certain agents (o ther than the crew) o r affiliates o f our
Manager in the perfo rmance o f its duties.

Our Manager has ag reed no t to  dispose o f those who lly owned subsidiaries that provide services to  us pursuant to  the
management ag reements.

Management Agreements

Substantially all o f the management services fo r our vessels are  provided by our Manager, the provision o f which is currently
governed by the amended and restated management ag reement that we entered into  in 2007, o r the Amended and Restated
Management Agreement, and nine additional management ag reements relating  to  specific  vessels. We are  in discussions with our
Manager about po tentially acquiring  all o r a po rtion o f our Manager. Please read “Summary—Recent Developments—Potential
Transactions—Potential Acquisition o f Seaspan Management Services Limited and Change in Management Fees.” Under our current
management ag reements, our Manager is responsible  fo r providing  us with certain services, in each case, at the direction o f our board
of directo rs, which include the fo llowing :
 

 

•  Technical Services, which include manag ing  day-to -day vessel operations, arrang ing  general vessel maintenance,
ensuring  regulato ry compliance and compliance with the law o f the flag  o f each vessel and o f the places where the
vessel trades, ensuring  classification society compliance, supervising  the maintenance and general effic iency o f
vessels, arrang ing  our hire  o f qualified o fficers and crew, arrang ing  fo r the training , transportation, compensation and
insurance o f the crew (including  processing  all c laims), arrang ing  no rmally scheduled dry-docking  and general and
routine repairs, arrang ing  insurance fo r vessels (including  marine hull and machinery insurance, pro tection and indemnity
insurance and risks and crew insurance), purchasing  sto res, supplies, spares, lubricating  o il and maintenance capital
expenditures fo r vessels, appo inting  superviso rs and technical consultants and providing  technical support, sho reside
support, and attending  to  all o ther technical matters necessary to  run our business;

 

 

•  Administrative Services, which include assistance with the maintenance o f our co rporate  books and reco rds, payro ll
services, the assistance with the preparation o f our tax returns (and paying  all vessel taxes) and financial statements,
assistance with co rporate  and regulato ry compliance matters no t re lated to  our vessels, procuring  legal and accounting
services (including  the preparation o f all necessary budgets fo r us fo r submission to  our board o f directo rs), assistance
in complying  with the U.S. and o ther relevant securities laws, human resources, cash management and bookkeeping
services, development and monito ring  o f internal audit contro ls, disclosure contro ls and info rmation techno logy,
assistance with all regulato ry and reporting  functions and obligations, furnishing  any reports o r financial info rmation that
might be requested by us and o ther non-vessel re lated administrative services (including  all annual, quarterly, current and
o ther reports we are  required to  file  with the SEC pursuant to  the Exchange Act, assistance with o ffice  space, providing
legal and financial compliance services, overseeing  banking  services (including  the opening , c lo sing , operation and
management o f all our accounts including  making  any deposits and withdrawals reasonably necessary fo r the
management o f our business and day-to -day operations), procuring  general insurance and directo r and o fficer liability
insurance, arrang ing  fo r the licensing  to  us o f the tradename “Seaspan” and associated logos, providing  all
administrative services required fo r

 
S-95



Table of  Contents

 
subsequent debt and equity financings and attending  to  all o ther administrative matters necessary to  ensure the
pro fessional management o f our business; and

 

 

•  Strategic Services, which include chartering  our vessels, manag ing  our relationships with our customers, identifying  and
nego tiating  the purchase and sale  o f vessels and arrang ing  fo r financing  o f such vessels, providing  general strateg ic
planning  services and implementing  co rporate  strategy, providing  business development services, developing
acquisition and divestiture  strateg ies, working  on the integ ration o f any acquired business, providing  pre-delivery
services fo r vessels, including  overseeing  and supervising  the plan approval and construction o f new vessels and
nego tiating  shipbuilding  contracts and liaising  with the shipbuilders, and providing  such o ther strateg ic , co rporate
planning , business development and adviso ry services as we may reasonably identify from time to  time.

Generally, our Manager is responsible  fo r paying  fo r all costs associated with the provision o f technical services but is no t
responsible  fo r certain “extrao rdinary costs and expenses,” which consist o f: repairs fo r accidents; non-routine dry-docking ; any
improvement, structural change, installation o f new equipment imposed by compulso ry leg islation; increase in crew employment and
support expenses resulting  from an introduction o f new, o r change in the interpretation o f, applicable  laws; o r any o ther similar costs,
liabilities and expenses that were no t reasonably contemplated by us and our Manager as being  encompassed by o r a component o f the
technical services fee at the time the fee was determined. We carry insurance coverage consistent with industry standards fo r certain
matters but our insurance may no t be adequate  to  cover all extrao rdinary costs and expenses. If any extrao rdinary costs and expenses
are caused by our Manager’s fraud, willful misconduct, recklessness o r g ross neg ligence, our Manager will be responsible  fo r them.
Except fo r newbuilding  vessels covered under the Amended and Restated Management Agreement, we pay fo r the pre-delivery
purchase o f sto res, spares, lubricating  o ils, supplies, equipment and services related to  the delivery o f the vessels and fo r fees
associated with the classification society o r reg istration under the relevant flag .

Term and Termination Rights

Subject to  certain termination rights, the initial term o f the management ag reements will expire  on December 31, 2025,
except fo r two  management ag reements pertaining  to  two  vessels financed under lease facilities, which are  scheduled to  expire  at the
end o f the applicable  lease. If no t terminated, the management ag reements (except fo r those pertaining  to  the two  vessels described
above) shall automatically renew fo r a five-year period and shall thereafter be extended in additional five-year increments if we do  no t
provide no tice o f termination in the fourth quarter o f the fiscal year immediately preceding  the end o f the respective term.

We may terminate  a management ag reement in certain circumstances, including , if:
 

 
•  our Manager materially breaches a management ag reement (and the matter is unreso lved after a 90-day dispute

reso lution period) o r experiences certain bankruptcy events o r experiences a change o f contro l to  which we do  no t
consent;

 

 
•  we provide no tice in the fourth quarter o f 2019 after two-thirds o f our board o f directo rs e lects to  terminate  a

management ag reement, which termination would be effective on December 31, 2020; o r
 

 

•  except fo r the two  management ag reements pertaining  to  the two  vessels described above that are  financed under lease
facilities, we provide no tice in the fourth quarter o f 2024 , which termination would be effective on December 31, 2025.
If a management ag reement is extended pursuant to  its terms, we can elect to  exercise  this optional termination right in
the fourth quarter o f the year immediately preceding  the end o f the respective term.
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If we elect to  terminate  the Amended and Restated Management Agreement under the first c ircumstance described above,
we may purchase the Manager’s Class C common shares fo r $100 at the time o f termination. If we elect to  terminate  the Amended and
Restated Management Agreement under e ither o f the second o r third circumstances described above, our Manager o r its affiliates
shall continue to  receive dividends on the Class C common shares fo r a period o f five years from the date  o f actual termination o f the
ag reement, and at the end o f such five year period the Class C common shares shall be surrendered to  us at no  cost to  us. Please read
“—Compensation o f Our Manager,” which describes our g rant o f Class C common shares to  our Manager.

Our Manager may terminate  a management ag reement prio r to  the end o f its term under either o f the fo llowing  two
circumstances:
 
 •  after August 12, 2010 with 12 months’ no tice; o r
 
 •  if we materially breach a management ag reement and the matter is unreso lved after a 90-day dispute  reso lution period.

If our Manager elects to  terminate  the Amended and Restated Management Agreement under the first c ircumstance
described above, we may purchase its Class C common shares fo r $100 at the time o f termination.

If our Manager elects to  terminate  a management ag reement under the first c ircumstance described above, at our option, our
Manager will continue to  provide technical services to  us fo r up to  an additional two-year period from termination, provided that our
Manager o r its affiliates continue in the business o f providing  such services to  third parties fo r similar types o f vessels. The omnibus
ag reement (as described below) shall remain in effect and binding  on the parties thereto  fo r a two-year period from the date  o f such
termination o f the ag reement.

If our Manager elects to  terminate  the Amended and Restated Management Agreement under the second circumstance
described above, our Manager o r its affiliates shall continue to  receive dividends on its Class C common shares fo r a period o f five
years from the date  o f actual termination o f the ag reement, and at the end o f such five year period the Manager’s Class C common
shares shall be surrendered to  us at no  cost to  us.

The management ag reements will terminate  automatically and immediately if we experience any o f certain changes o f
contro l. Upon any such termination, we may purchase the Manager’s Class C common shares o r the Manager may cause us, o r our
successo r, to  purchase its Class C common shares fo r the fair market value o f such shares, which is to  be determined by an appraisal
process.

Reporting Structure

Our chief executive o fficer and our chief financial o fficer have been made available  to  us by our Manager to  manage our day-
to -day operations and affairs. Pursuant to  his employment ag reement described below, our chief executive o fficer devo tes
substantially all o f his time to  us and our Manager on our business and affairs. Our chief financial o fficer devo tes substantially all o f his
business time to  us and our Manager on our business and affairs. Our Manager reports to  our board o f directo rs through our chief
executive o fficer and our chief financial o fficer and operates our business. Our board o f directo rs and our chief executive o fficer and
chief financial o fficer have responsibility fo r overall co rporate  strategy, acquisitions, financing  and investo r relations. Our chief
executive o fficer and chief financial o fficer utilize  the resources o f our Manager to  run our business.

Compensation of Our Manager

In return fo r its technical management o f our ships, our Manager receives a daily fixed fee per vessel payable  on a monthly
basis once the vessels have been delivered. During  2008, in acco rdance with the terms o f the management ag reements, we nego tiated
with the Manager and ag reed to  the fixed fees rang ing  from $5,118 to  $8,336, depending  on vessel size , fo r the three year period
commencing  January 1, 2009. Pursuant to  the
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existing  terms o f the management ag reements, these fixed fees are  in effect through December 31, 2011 and thereafter will be
subject to  renego tiation every three years (except fo r one vessel financed under a lease facility). We are  currently in discussions with
our Manager about po tentially acquiring  all o r a po rtion o f our Manager, o r chang ing  the amount and types o f fees payable  under the
management ag reements. Please read “Summary—Recent Developments—Potential Transactions—Potential Acquisition o f Seaspan
Management Services Limited and Change in Management Fees.”

With respect to  fee renego tiation fo r the applicable  vessels, if our Manager and our board o f directo rs are  unable  to  reach an
agreement, an arbitrato r will determine the fair market fee fo r technical services. If we acquire  an additional vessel financed under an
existing  credit ag reement, the technical services fee in respect o f that vessel will be the same fee as is applicable  to  vessels o f the
same size. If there  is a material difference in the operating  costs associated with the new vessel, o r if there  are  no  vessels o f a similar
size already owned by us, we will nego tiate  a fair market fee with our Manager. If we are  unable  to  reach an ag reement, an arbitrato r will
determine the fair market fee.

In return fo r providing  us with strateg ic  and administrative services, our Manager is entitled to  a service fee no t exceeding
$6,000 per month, and, except fo r certain superviso ry services, to  reimbursement fo r all o f the reasonable  costs and expenses
incurred by it and its affiliates in providing  us with such services. With respect to  the reimbursement o f certain costs and expenses fo r
the provision o f certain services related to  the supervision o f construction o f our vessels, the Manager is paid a fixed amount per
vessel, which fee is based on vessel c lass and has been ag reed upon with our Manager. Our Manager provides these superviso ry
services to  us directly but may subcontract certain o f these services to  o ther entities, including  its affiliates. The management
ag reements provide that we have the right to  audit the costs and expenses billed to  us and also  provides fo r a third party to  settle  any
billing  disputes between us and our Manager.

To  provide an incentive fo r our Manager in its provision o f strateg ic  services to  us, in connection with our initial public
o ffering  in 2005, we issued to  our Manager’s affiliate  100 Class C common shares. The Class C common shares are  entitled to  a share
o f incremental dividends, based on specified sharing  ratio s, once dividends on our Class A common shares reach certain specified
targets, beg inning  with the first target o f $0.485 per share, and we have an adequate  operating  surplus to  pay such a dividend. Under the
terms o f the Amended and Restated Management Agreement, we have the right to  reacquire  the Class C common shares from our
Manager’s affiliate  at a nominal price under specified circumstances and we have the obligation to  reacquire  such shares at a price
determined by independent parties under o ther specified circumstances.

The fo llowing  table  further details this allocation among  the Class A common shares and Class C common shares:
 

      
Alloc ation of Inc re me ntal O pe rating

S urplus  Paid—as  a  Divide nd  

   
Q uarte rly  Common S hare
Divide nd—T arge t Amount   

Class  A
Common S hare s   

Class  C
Common S hare s  

Below First Target   up to  $0.485    100%   0%
First Target   above $0.485 up to  $0.550    90%   10%
Second Target   above $0.550 up to  $0.675    80%   20%
Third Target   above $0.675    75%   25%

The table  below illustrates the percentage allocations o f operating  surplus distributed between the Class A common shares
and the Class C common shares as a result o f certain quarterly dividend amounts per Class A common share. The amounts presented
below are intended to  be illustrative o f the way in which the Class C common shares are  entitled to  an increasing  share o f dividends
based on the target dividend levels described above as to tal dividends increase. This is no t intended to  represent a prediction o f future
perfo rmance.
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Q uarte rly  Divide nd Pe r Class  A

Common S hare   
Class  A Common S hare  Divide nd as

Pe rc e ntage  of T otal Divide nds   
Class  C Common S hare  Divide nd as

Pe rc e ntage  of T otal  Divide nds
$0.485   100.00     0.00
$0.550     98.70     1.30
$0.675     94 .61     5.39
$0.750     92.20     7.80
$1.000     87.20   12.80

Omnibus Agreement

In connection with our initial public  o ffering , we entered into  an omnibus ag reement with our Manager, certain o f our
Manager’s subsidiaries that provide services to  us, Norsk, a company within the Washing ton Marine Group, and Seaspan International, a
company that owns substantially all o f the Washing ton Companies’ marine transportation shipyards and ship management entities. The
fo llowing  discussion describes the provisions o f the omnibus ag reement.

Non-competition

Our Manager, Norsk and Seaspan International have ag reed, and have caused their contro lled affiliates (o ther than us and our
subsidiaries) to  ag ree, directly o r indirectly, no t to  engage in o r o therwise acquire  o r invest in any business invo lved in the chartering  o r
rechartering  o f containerships to  o thers, hereinafter referred to  as the “containership business,” during  the term o f our Amended and
Restated Management Agreement, except as provided below. “Containerships” includes any ocean-go ing  vessel that is intended
primarily to  transport containers o r is being  used primarily to  transport containers. If our Amended and Restated Management
Agreement is terminated as a result o f the breach thereo f by our Manager o r if our Manager elects to  terminate  our Amended and
Restated Management Agreement pursuant to  its optional termination right, the term o f the non-competition ag reement shall survive
fo r two  years from such date . The non-competition ag reement does no t prevent Seaspan International, Norsk, our Manager o r any o f
their contro lled affiliates (o ther than us and our subsidiaries) from:
 

 

•  acquiring  and subsequently operating  assets that are  within the definition o f containership business as part o f a business if
a majo rity o f the fair market value o f the acquisition is no t attributable  to  the containership business; however, if at any
time a party completes such an acquisition, it must o ffer to  sell the assets that are  attributable  to  the containership
business to  us fo r their fair market value plus any additional tax o r o ther similar costs to  the acquiring  party that would be
required to  transfer such assets to  us separately from the acquired business;

 

 

•  so lely with respect to  Seaspan International, acquiring  and subsequently operating  assets that are  within the definition o f
containership business that re late  to  discussions, nego tiations o r ag reements that occurred prio r to  the date  o f our initial
public  o ffering ; provided, however, that Seaspan International must o ffer to  sell the assets to  us within one year from the
acquisition date  valued at their “fully built-up cost,” which represents the aggregate  expenditures incurred by Seaspan
International to  acquire  and bring  such assets to  the condition and location necessary fo r our intended use;

 

 
•  co llectively with Gerry Wang , Graham Porter and the contro lled affiliates o f Seaspan International, Norsk and our

Manager, acquiring  up to  a 9.9% equity ownership, vo ting  o r pro fit partic ipation fo r investment purposes only in any
publicly traded entity that is engaged in the containership business;

 

 
•  acquiring  operating  assets that are  within the definition o f containership business pursuant to  the right o f first o ffer after

our Amended and Restated Management Agreement is terminated;
 

 
•  acquiring , and subsequently operating , containerships that we do  no t purchase pursuant to  the terms o f the asset purchase

ag reement;
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 •  acquiring , and subsequently operating , containerships with a capacity o f less than 1000 TEU; o r
 
 •  providing  technical ship management services relating  to  containerships.

Rights of First Offer on Containerships

Our Manager and Seaspan International and their contro lled affiliates have g ranted us a 30-day right o f first o ffer on any
proposed sale , transfer o r o ther disposition o f any assets that fall within the definition o f containership business they might own. This
right o f first o ffer does no t apply to  a sale , transfer o r o ther disposition o f vessels between any affiliates, o r pursuant to  the terms o f
any charter o r o ther ag reement with a charterer. Our right o f first o ffer is in effect during  the term o f our Amended and Restated
Management Agreement and, unless the ag reement is terminated as a result o f a breach by us, o r we terminate  pursuant to  our early
termination right o r optional termination right, shall extend fo r a two  year period fo llowing  its termination.

Prio r to  any disposition o f assets that fall within the definition o f containership business, Seaspan International, our Manager
and their contro lled affiliates, as appropriate , must deliver a written no tice setting  fo rth the material terms and conditions o f any
proposed sale , transfer o r disposition o f the assets. During  the 30-day period after the delivery o f such no tice, we will nego tiate  in
good faith with Seaspan International, our Manager o r their contro lled affiliates, as appropriate , to  reach an ag reement on the
transaction. If an ag reement is no t reached within such 30-day period, Seaspan International o r our Manager, as the case may be, will be
able  within the next 180 days to  sell, transfer o r dispose o f such assets to  a third party (o r to  ag ree in writing  to  undertake such
transaction with a third party) on terms generally no  less favorable  to  the selling  party than those o ffered pursuant to  the written no tice.

Our Manager and Seaspan International have a similar 30-day right o f first o ffer on any o f our assets that fall within the
definition o f containership business fo r a period beg inning  on the date  o f the termination o f our Amended and Restated Management
Agreement and extending  fo r a period o f two  years, unless such ag reement is terminated as a result o f the breach thereo f by our
Manager o r if our Manager exercises its optional termination right, in which case such right o f first o ffer shall no t apply.

Employment Agreement with Gerry Wang

Our chief executive o fficer has entered into  an employment ag reement with SSML, a subsidiary o f our Manager. In
connection with our recent o ffering  o f Series A Preferred Shares, o r our Series A Preferred Share Offering , Mr. Wang  and SSML
entered into  an amended employment ag reement to  extend the initial term o f his employment until December 31, 2013. The
employment ag reement, as amended, provides that Mr. Wang  receive an annual base salary o f $600,000, subject to  increases at the
discretion o f the board o f directo rs o f our Manager, half o f which is being  reimbursed by us under the Amended and Restated
Management Agreement. Pursuant to  this ag reement, Mr. Wang  serves as the chief executive o fficer o f SSML and as our chief
executive o fficer. He devo tes substantially all o f his time to  us and our Manager on our business and affairs. The initial term o f the
ag reement expires on December 31, 2013. However, unless written no tice is provided between 180 days and 210 days prio r to  the
termination date , the ag reement automatically renews on December 31, 2013, and each subsequent year fo r an additional one-year
term. Except in the case o f a termination fo r cause, our Manager canno t terminate  the chief executive o fficer without our prio r consent,
which canno t be unreasonably withheld.

Mr. Wang  has acknowledged in the ag reement that by virtue o f his employment, he owes fiduciary obligations to  us and to
SSML. In such case where our interests and those o f SSML conflic t, Mr. Wang  will act in our best interests and such action o r inaction in
fulfilling  his obligations in our respect will no t be a breach o f his employment ag reement with SSML. Please read “Related Party
Transactions.”

Mr. Wang  has ag reed to  be bound by the terms o f the omnibus ag reement and no t to  engage in any activity that our Manager
is prohibited from engag ing  in pursuant to  the omnibus ag reement.
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We are in discussions with Mr. Wang  about the terms o f his employment ag reement. Please read “Summary—Recent
Developments—Potential Transactions—Potential New Employment Agreements and Lock-Up Arrangement with CEO Gerry Wang .”

Change o f Contro l Plan

We established a change o f contro l severance plan, o r the Change o f Contro l Plan, fo r certain employees o f our ship
manager, SSML, effective as o f January 1, 2009. We do  no t currently have any employees and we rely on the technical, administrative
and strateg ic  services provided by our Manager and its affiliates, including  SSML. The purpose o f the Change o f Contro l Plan is to
allow SSML to  recruit qualified employees and limit the lo ss o r distraction o f such qualified employees that may result from the
possibility o f a change o f contro l.

Under the terms o f the Change o f Contro l Plan, certain employees o f SSML, o r the Partic ipants, are  entitled to  receive from
us a severance benefit if their employment is terminated due to  a qualifying  termination. A qualifying  termination means a termination
by either SSML (if the Partic ipant is terminated fo r reasons o ther than cause, death o r disability) o r by the Partic ipant (if the Partic ipant
resigns fo r good reason, which includes a reduction in base salary o r a material diminution in responsibilities, among  o ther things) within
a certain period o f time fo llowing  a change o f contro l. A change o f contro l includes:
 
 •  the sale  o r o ther disposition o f all o r substantially all o f our assets in certain circumstances;
 
 •  a transaction where certain persons become the beneficial owner o f more than a majo rity o f our common shares;
 

 
•  a change in our directo rs after which a majo rity o f our board are  no t continuing  directo rs (as defined in the Change o f

Contro l Plan); o r
 
 •  the conso lidation o r merger o f us with o r into  any person in certain circumstances.

A change o f contro l does no t include certain transactions o r events invo lving  certain o f the o rig inal founders o f SCLL,
including  Dennis R. Washing ton, Kyle R. Washing ton, Kevin L. Washing ton, Gerry Wang  o r Graham Porter o r any o f their respective
affiliates.

The time period during  which a Partic ipant will be entitled to  any benefits under the Change o f Contro l Plan fo llowing  a change
of contro l and the severance benefit to  which he o r she will be entitled on a qualifying  termination depends on the tier in which the
Partic ipant is placed in the Change o f Contro l Plan. The Change o f Contro l Plan is composed o f three tiers o f Partic ipants and the chief
executive o fficer o f SSML may add o r remove Partic ipants from the Change o f Contro l Plan at any time with our prio r written consent.

Tier 1 Partic ipants are  entitled to  severance benefits on a qualifying  termination fo r a two-year period fo llowing  a change o f
contro l and they will receive from us 30 months o f their current base salary and bonuses. Tier 2 and Tier 3 Partic ipants are  entitled to
severance benefits on a qualifying  termination fo r a one year period fo llowing  a change o f contro l and will receive from us 18 months
and 9 months, respectively, o f their current base salary and bonus. All Partic ipants will also  become fully vested in all outstanding
incentive awards in addition to  receiving  their severance benefits. Partic ipants will also  receive certain o ther benefits, including  but no t
limited to  health, dental and life  insurance benefits fo r a three-month period subject to  the permission o f the benefits carrier.

We will require  any entity who  is our successo r to  assume and ag ree to  perfo rm our obligations under the Change o f Contro l
Plan. The Partic ipants will only be entitled to  benefits under the Change o f Contro l Plan upon providing  us and SSML with a release and
waiver.
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RELATED PARTY TRANSACTIONS

From time to  time we have entered into  ag reements and have consummated transactions with certain related parties. These
related party ag reements include ag reements relating  to , among  o ther things, the management o f the vessels in our fleet, the provision
of services by our executive o fficers and the sale  and purchase o f our common and preferred equity securities. We may enter into
related party transactions from time to  time in the future . In January 2009, we established a conflic ts committee, which must approve all
proposed material re lated party transactions.

Executive Officers and Certain Directors

Gerry Wang , our chief executive o fficer and one o f our directo rs is also  an executive o fficer and/o r directo r o f our Manager
and certain o f its subsidiaries that provide us with all o f our technical, administrative and strateg ic  services, together with all o f our
executive o fficers and employees. Please read “Our Manager and Management Related Agreements.” Mr. Wang  is also  a co -owner o f
our Manager, together with affiliated entities o f Graham Porter, Kyle Washing ton and his bro ther Kevin Washing ton, respectively.

Kyle Washing ton, our chairman, is also  the chairman o f our Manager and certain o f its subsidiaries that provide services to  us.
Mr. Washing ton is the son o f Dennis R. Washing ton, who  contro ls entities that together represent our largest beneficial owner o f capital
stock.

Sai Chu, our chief financial o fficer, is also  the chief financial o fficer o f certain subsidiaries o f our Manager that provide
services to  us.

Graham Porter, one o f our directo rs, is an executive o fficer and directo r o f our Manager and its subsidiary Seaspan Adviso ry
Services Limited, o r SASL, which provides services to  us. Mr. Po rter is also  a co -owner o f our Manager. Previously, Mr. Po rter served
as chief executive o fficer o f SASL. He resigned from this position in July 2010.

Because Messrs. Wang  and Chu currently are  employees o f subsidiaries o f our Manager, their compensation (o ther than any
awards under our long-term incentive plan) is set and paid by such subsidiaries. Pursuant to  an ag reement with our Manager, we have
agreed to  reimburse our Manager o r its applicable  subsidiaries fo r time spent by our executive o fficers on our management matters.

Major Shareho lder

As o f December 31, 2010, entities contro lled by Dennis R. Washing ton beneficially owned approximately 16% of our
outstanding  Class A common shares and approximately 80% of our outstanding  Series A Preferred Shares, which represented in the
aggregate  approximately 28% of our to tal vo ting  power as o f that date . These amounts exclude shares beneficially owned by
affiliated entities o f his sons Kevin and Kyle Washing ton.

Transactions Related to  Our Initial Public  Offering

We, our Manager and certain affiliates entered into  various documents and ag reements that effected the transactions relating
to  our fo rmation, our initial public  o ffering  and the application o f the proceeds from our initial public  o ffering . These ag reements were
no t the result o f arm’s-leng th nego tiations and they, o r any o f the transactions that they provide fo r, may no t have been effected on
terms at least as favorable  to  the parties to  these ag reements as they could have obtained from unaffiliated third parties. Fo r more
info rmation on the transactions that we entered into  in connection with our initial public  o ffering , please read “—Registration Rights
Agreements,” “Our Manager and Management Related Agreements—Management Agreements,” “Our Manager and Management
Related Agreements—Omnibus Agreement,” “Our Manager and Management Related Agreements—Employment Agreement with
Gerry Wang ,” “Our Manager and Management Related Agreements —Employment Agreement with Graham Porter” and “Summary—
Recent Developments—Potential Transactions.”
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Our Management Agreements

Our Manager provides all o f our technical, administrative and strateg ic  services, together with all o f our executive o fficers
and employees, under various management ag reements. Fo r more info rmation about the ag reements with our Manager that govern the
provision o f services to  us, please read “Our Manager and Management Related Agreements—Management Agreements” and
“Summary—Recent Developments—Potential Transactions—Potential Acquisition o f Seaspan Management Services Limited and
Change in Management Fees.”

We incurred the fo llowing  aggregate  costs under these various management ag reements:
 
   Nine  Months  

e nde d
S e pt. 30 , 2010  

  Ye ar e nde d De c e mbe r 31,  

     2009    2008    2007  
Technical services   $77,979,000    $81,844 ,000    $54 ,623,400    $47,956,500  
Dry-dock activities included in technical services    3,359,000     3,575,000     2,945,000     2,566,000  
Administrative and strateg ic  services    54 ,000     72,000     72,000     72,000  
Reimbursed expenses    2,263,000     2,458,000     2,242,000     1,526,000  
Construction supervision (under fixed fee arrangements o f

$250,000 to  $350,000 per vessel)    1,198,000     3,106,000     1,714 ,000     nil  
Consulting  services incurred with the Manager and parties

related thereto    150,000     240,000     40,000     nil  
Arrangement fee    1,500,000     nil     nil     nil  

Change o f Contro l Plan

Effective as o f January 1, 2009, we established a change o f contro l severance plan fo r certain employees o f SSML. For
more info rmation on the Change o f Contro l Plan, please read “Our Manager and Management Related Agreements—Change o f
Contro l Plan.”

Registration Rights Agreements

In connection with our initial public  o ffering , we ag reed to  reg ister fo r resale  on a “shelf” reg istration statement under the
Securities Act o f 1933, o r the Securities Act, and applicable  state  securities laws, common shares o f certain shareho lders upon
expiration o f a certain ho lding  period if an exemption from the reg istration requirements is no t o therwise available  o r advisable . These
ho lders, which include affiliates o f Dennis R. Washing ton, o f his sons Kevin and Kyle and o f our directo r Graham Porter, respectively,
also  have certain piggyback reg istration rights allowing  them to  partic ipate  in o fferings by us to  the extent that their partic ipation does
no t interfere  o r impede with our o ffering . We are  obligated to  pay all expenses incidental to  the reg istration, excluding  underwriting
discounts and commissions.

In connection with the Series A Preferred Share o ffering  described below, we entered into  a reg istration rights ag reement,
pursuant to  which, in certain circumstances, we will be obligated to  file  a reg istration statement covering  the po tential sale  by a ho lder
o f the common shares that are  issuable  upon the conversion o f the Series A Preferred Shares unless the sum o f the common shares
held by such ho lder as a result o f the conversion can be so ld in a sing le  transaction under Rule 144  o f the Securities Act. These ho lders,
which include affiliates o f Dennis R. Washing ton, o f his sons Kevin and Kyle and o f our directo r Graham Porter, respectively, also  have
certain piggyback reg istration rights allowing  them to  partic ipate  in o fferings by us to  the extent that their partic ipation does no t
interfere  with o r impede such o ffering . We are  obligated to  pay all expenses incidental to  the reg istration, excluding  underwriting
discounts o r commissions.
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Offering  o f Common Shares Concurrently with Our April 2008  Equity Offering

In April 2008, in connection with an underwritten public  o ffering  our common shares, we so ld 663,300 common shares
directly to  certain o f our executive o fficers and directo rs, certain affiliates o f our Manager and certain o f their executive o fficers and
directo rs and Dennis R. Washing ton.

Series A Preferred Share Offering

In January 2009, we so ld fo r an aggregate  o f $200 million a to tal o f 200,000 shares o f Series A Preferred Shares to  certain
investo rs, including  affiliates o f Dennis R. Washing ton, o f his sons Kyle (who  is our chairman) and Kevin, and o f our directo r Graham
Porter, respectively. Fo r info rmation about our Series A Preferred Shares, please read “Description o f Capital Stock—Preferred Stock
—Series A Preferred Shares.”

Sale o f Subordinated Shares

Concurrently with our initial public  o ffering , we so ld 7,145,000 subordinated shares to  members o f the Washing ton family, o r
trusts set up on their behalf, to  an entity owned by our chief executive o fficer, Gerry Wang , and to  an entity owned by our directo r
Graham Porter, at a purchase price per share equal to  the initial public  o ffering  price o f our common shares. Effective October 1, 2008,
the subordinated period ended and the rights and privileges on our subordinated shares became the same as our common shares.

Arrangement Fee to  Tiger Group Investments

In connection with certain lease financing  transactions invo lving  us, Tiger Group Investments, o r Tiger Group, will receive a
fee up to  $4 .5 million (payable  on a success basis) fo r certain services rendered in connection with the arrangement, including
structuring  and nego tiation o f the transactions. Tiger Group is contro lled by our directo r Graham Porter. The terms o f the fee were
reviewed and approved by the conflic ts committee o f our board o f directo rs.

Other Potential Transactions

For info rmation about certain proposed transactions we are  considering , please read “Summary—Recent Developments—
Potential Transactions.”
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FINANCING FACILITIES

The following is a summary of certain terms of our credit and lease facilities.

Our Credit Facilities

We primarily use our credit facilities to  finance the construction and acquisition o f vessels. Our credit facilities are , o r will be
upon vessel delivery, secured by first-prio rity mortgages g ranted on 61 o f our vessels, together with o ther related security, such as
assignments o f shipbuilding  contracts and refund guarantees fo r the vessels, assignments o f time charters and earnings fo r the vessels,
assignments o f insurances fo r the vessels and assignment o f management ag reements fo r the vessels.

As o f December 31, 2010, our revo lving  credit facilities and term loans provided fo r bo rrowings o f up to  $3.5 billion, o f
which $2.4  billion was outstanding . Approximately $267 million o f such $3.5 billion was no t available  to  us as o f that date . Interest
payments on the revo lving  credit facilities are  based on LIBOR plus marg ins, which ranged between 0.5% and 0.85% as o f
December 31, 2010. We may prepay certain loans under our revo lving  credit facilities without penalty, o ther than breakage costs and
opportunity costs in certain circumstances. We are  required to  prepay a po rtion o f the outstanding  loans under certain circumstances,
such as the sale  o r lo ss o f a vessel where we do  no t substitute  ano ther appropriate  vessel o r where the ratio  o f the loan-to -market value
o f the remaining  co llateral vessels exceeds a certain percentage. Amounts prepaid in acco rdance with these provisions may be
reborrowed, subject to  certain conditions, including , in one credit facility, requirements fo r a loan-to -value ratio  condition to  advances.
Certain o f our revo lving  credit facilities also  require  a commitment fee per annum calculated on the undrawn, uncancelled po rtion o f the
facility, where such fee ranges from 0.2% to  0.3%.

Interest payments on our term loans are  based on either LIBOR plus marg ins, which ranged between 0.35% and 1.0% as o f
December 31, 2010 o r, fo r a po rtion o f one o f our term loans, KEXIM plus marg ins, which was 0.65% as o f December 31, 2010. We
may prepay all term loans without penalty, o ther than breakage costs in certain circumstances. We are  required to  prepay a po rtion o f
the outstanding  loans under certain circumstances, including  the sale  o r lo ss o f a vessel if we do  no t substitute  ano ther vessel. Our term
loans also  require  a commitment fee per annum calculated on the undrawn, uncancelled po rtion o f the facility, where such fee is 0.3%
on one term loan and 0.35% on the o ther.

Our Lease Facilities

As at December 31, 2010, we had lease obligations o f approximately $543 million. Under our lease ag reements, subject to
payment o f a termination fee in certain circumstances, the lessee may vo luntarily terminate  a lease ag reement during  o r after the
construction period if the lease transactions are  determined to  be economically o r commercially burdensome. The lessee will also  be
required to  prepay rental amounts, broken funding  costs and o ther costs to  the lesso r in certain circumstances, including , among
o thers, a change in law which will result in the lesso r incurring  a material liability o r increased liability arising  out o f its ownership o f the
vessel beyond its day-one liabilities that does no t entitle  the lesso r to  increase the rental payment.

Our who lly owned subsidiary Seaspan Finance I Co . Ltd. was a party, as lessee, to  lease ag reements with Peony, as lesso r, fo r
a lease facility used to  finance the acquisition o f five 4500 TEU vessels. The first vessel was delivered in October 2010. This vessel
has commenced, and the remaining  four vessels will commence, operations under 12-year fixed-rate  time charters with K-Line upon
delivery. The lessee is and will be a party to  each o f the time charters with K-Line, and we have guaranteed the perfo rmance o f the
lessee’s obligations to  K-Line.

The lessee’s obligations under this facility are  secured by a general assignment o f earnings (o ther than those related to  the
time charters fo r the vessels), insurances and requisition hire  fo r each vessel and a co rporate  guarantee issued by us in respect o f the
obligations o f the lessee and our Manager. In October 2010, the lessee
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amended this facility to  provide that our guarantee o f scheduled rental and termination amounts is limited to  a significantly reduced
fixed amount o f the lessee’s obligations. As part o f this reduction, we have placed $60.0 million in a deposit account over which the
lesso r has a first prio rity interest.

In February 2010, we entered into  a sale-leaseback transaction with an affiliate  o f a leading  Chinese bank fo r a 12-year sale-
leaseback o f one o f our 13100 TEU newbuilding  vessels in an amount up to  $150.0 million. This transaction invo lves a vessel that we
had previously contracted to  purchase from HHI and will be under a time charter with COSCON. Fo llowing  the sale , the purchaser
chartered the vessel to  one o f our subsidiaries and our subsidiary sub-chartered to  us through an inter-company operating  charter. We
will still time-charter the vessel to  COSCON in acco rdance with the terms o f our o rig inal time charter. Our subsidiary’s financial
indebtedness under the charter is non-recourse to  us.

In October 2010, one o f our subsidiaries entered into  a sale-leaseback transaction fo r one o f our 13100 TEU newbuilding
vessels with an affiliate  o f Crédit Agrico le  CIB. This vessel is being  constructed by HHI and will be under a time charter with COSCON.
Upon delivery from HHI, the vessel will be purchased by the affiliate  o f Crédit Agrico le  CIB, and through an inter-company operating
charter with our subsidiary, we will still time-charter the vessel to  COSCON in acco rdance with the terms o f our o rig inal time charter.
Our subsidiary’s financial indebtedness under the charter is non-recourse to  us.

Standard Terms under our Credit and Lease Facilities

We are subject to  customary conditions befo re we may bo rrow under our credit and lease facilities, including , among  o thers,
that no  event o f default is outstanding  and that there  has been no  material adverse change in our ability to  make all required payments
under the facilities. Under one o f our revo lving  credit facilities, we are  also  subject to  certain conditions subsequent to  drawing
including , among  o thers, reg istration o f certain refund guarantees with applicable  autho rities in China.

Our credit and lease facilities also  contain various covenants limiting  our ability to , among  o ther things:
 
 •  allow liens to  be placed on the co llateral securing  the facility;
 
 •  enter into  mergers with o ther entities;
 
 •  conduct material transactions with affiliates; o r
 
 •  change the flag , c lass o r management o f the vessels securing  the facility.

Certain o f our credit and lease facilities may also  contain financial covenants, including , among  o thers, those that require
Seaspan Corporation and its subsidiaries to  maintain:
 
 •  a tang ible  net worth in excess o f $450 million;
 
 •  to tal bo rrowings at less than 65% of the to tal assets;
 

 
•  cash on hand and cash equivalents o f $25 million if at any time more than 50% of the co llateral vessels are  subject to

time charters having  a remaining  term o f one year o r less;
 
 •  a net interest coverage ratio  g reater than 2.50 to  1.00; and
 
 •  an interest and principal coverage ratio  g reater than o r equal to  1.1 to  1.0.

Our credit and lease facilities contain customary events o f default, including , among  o thers, fo r non-payment o f principal o r
interest, breach o f covenants, material inaccuracy o f representations, default under o ther material indebtedness and bankruptcy.
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DESCRIPTION OF CAPITAL STOCK

The fo llowing  is a description o f certain material terms o f our artic les o f inco rporation. We refer you to  our artic les o f
inco rporation, a copy o f which have been filed as an exhibit to  our reg istration statement filed in connection with our initial public
o ffering  and inco rporated by reference into  this prospectus.

Under our artic les o f inco rporation, our autho rized shares consist o f 200,000,000 Class A common shares, par value $0.01
per share, 25,000,000 Class B common shares, par value $0.01 per share, 100 Class C common shares, par value $0.01 per share, and
65,000,000 shares o f preferred shares, par value $0.01 per share. As o f December 31, 2010, 200,000 Series A Preferred Shares,
260,000 Series B preferred shares, no  Series C Preferred Shares, 68,601,240 Class A common shares, no  Class B common shares and
100 Class C common shares were issued and outstanding .

Preferred Stock

Preferred Shares

Our artic les o f inco rporation autho rize our board o f directo rs to  establish one o r more series o f preferred shares and to
determine, with respect to  any series o f preferred shares, the terms and rights o f that series, including :
 
 •  the designation o f the series;
 

 
•  the number o f shares in the series, which our board o f directo rs may, except where o therwise provided in the preferred

shares designation, increase o r decrease, but no t below the number o f shares then outstanding ;
 
 •  whether dividends, if any, will be cumulative o r non-cumulative and the dividend rate  o f the series;
 
 •  the dates at which dividends, if any, will be payable;
 
 •  the redemption rights and price o r prices, if any, fo r shares o f the series;
 
 •  the terms and amounts o f any sinking  fund provided fo r the purchase o r redemption o f shares o f the series;
 

 
•  the amounts payable  on shares o f the series in the event o f any vo luntary o r invo luntary liquidation, disso lution o r

winding -up o f the affairs o f our company;
 

 

•  whether the shares o f the series will be convertible  into  shares o f any o ther c lass o r series, o r any o ther security, o f our
company o r any o ther co rporation, and, if so , the specification o f the o ther c lass o r series o r o ther security, the
conversion price o r prices o r rate  o r rates, any rate  adjustments, the date  o r dates as o f which the shares will be
convertible  and all o ther terms and conditions upon which the conversion may be made;

 
 •  restric tions on the issuance o f shares o f the same series o r o f any o ther c lass o r series; and
 
 •  the vo ting  rights, if any, o f the ho lders o f the series.

Fo r purposes o f calculating  operating  surplus, dividends on preferred shares will be treated as if they were interest payments
and no t dividends.
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Series A Preferred Shares

In January 2009, we issued a to tal o f 200,000 o f our Series A Preferred Shares to  certain investo rs, including  an entity
affiliated with the chairman o f our board o f directo rs. Please read “Related Party Transactions” in this prospectus. The initial liquidation
preference o f the Series A Preferred Shares is $1,000 per share, subject to  adjustment. No  dividend will be payable  in respect o f the
Series A Preferred Shares until March 31, 2014 . Instead, the liquidation preference o f the Series A Preferred Shares will increase at a
rate  o f 12% per annum until January 31, 2014 , compounded quarterly. If on January 31, 2014 , the Series A Preferred Shares have no t
converted to  Class A common shares, the liquidation preference o f the Series A Preferred Shares will increase at a rate  o f 15% per
annum, compounded quarterly. Commencing  on March 31, 2014 , the ho lders o f our Series A Preferred Shares may elect to  receive
cash dividends in lieu o f such guaranteed increases in liquidation preference. The Series A Preferred Shares will automatically convert
into  Class A common shares at a conversion price o f $15.00 at any time on o r after January 31, 2014  if the average closing  price o f the
trailing  30 trading  days o f the Class A common shares is equal to  o r g reater than $15.00. If at any time on o r after January 31, 2014 , the
average closing  price over the trailing  30 trading  days o f our Class A common shares is less than $15.00, we have the option to
convert the Series A Preferred Shares at a conversion price o f $15.00 and pay the ho lders o f the Series A Preferred Shares 115% of
the difference between the conversion price and average closing  price o f the trailing  30 trading  days o f the Class A common shares,
payable  in cash o r Class A common shares at our option.

Upon any liquidation o r disso lution o f the company, ho lders o f the Series A Preferred Shares will generally be entitled to
receive the cash value o f the liquidation preference o f the Series A Preferred Shares, including  any accrued but unpaid dividends, after
satisfaction o f all liabilities to  our credito rs but befo re any distribution is made to  o r set aside fo r the ho lders o f junio r stock, including
our Series B and C Preferred Shares and Class A common shares.

In general, the ho lders o f the Series A Preferred Shares will be entitled to  vo te  together with the ho lders o f Class A common
shares on an as-converted basis on any matter submitted fo r a vo te  o f Class A common shares. In addition, the ho lders o f the Series A
Preferred Shares, vo ting  as a separate  c lass, will have the right to  approve any future  issuance o f senio r o r parity stock (except that we
may freely issue additional Series A Preferred Shares up to  an aggregate  amount o f $115 million), certain redemptions o f our capital
stock, certain amendments o f our artic les o f inco rporation, bylaws o r the Statement o f Designation fo r the Series A Preferred Shares
o r any share exchange, reclassification, merger, conso lidation, liquidation, disso lution, sale  o r o ther disposition o f all o r substantially
all o f our assets. In addition, subject to  certain exceptions, the ho lders o f the Series A Preferred Shares have preemptive rights to
prevent dilution and the right to  e lect up to  two  members o f our board o f directo rs.

Series B Preferred Shares

In May 2010, we issued 260,000 Cumulative Series B Preferred Shares to  Jaccar Ho ldings Limited, an investo r related to
shipbuilder Zhejiang , fo r $26.0 million. The initial liquidation preference o f the Series B Preferred Shares is $100 per share, subject to
adjustment. The shares are  redeemable by us at any time and they carry an annual dividend rate  o f 5% o f the liquidation value until
June 30, 2012, 8% from July 1, 2012 to  June 30, 2013, and 10% thereafter. The Series B Preferred Shares are  no t convertible  into
Class A common shares and are  no t redeemable by the ho lder. Upon any liquidation o r disso lution o f us, ho lders o f the Series B
Preferred Shares will generally be entitled to  receive the cash value o f the liquidation preference o f the Series B Preferred Shares after
satisfaction o f all liabilities to  our credito rs and ho lders o f the Series A Preferred Shares, but befo re any distribution is made to  o r set
aside fo r the ho lders o f junio r stock, including  our Class A common shares. We can redeem the Series B Preferred Shares at any time
fo llowing  their issuance, provided that we provide proper no tice to  the ho lders o f the Series B Preferred Shares.
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Series C Preferred Shares

The Series C Preferred Shares o ffered hereby are  a new series o f preferred shares. Certain ho lders o f our Series A Preferred
Shares and Series B Preferred Shares have indicated po tential interest in exchang ing  their shares o f Preferred Stock fo r Series C
Preferred Shares, together in the case o f Series A Preferred Shares, warrants to  purchase shares o f our common stock in lieu o f their
conversion rights. Fo llowing  the completion o f this o ffering , we may effect such an exchange. Please read “Description o f Series C
Preferred Shares” fo r a description o f the terms o f these shares.

Common Stock

Class A Common Shares

Under our artic les o f inco rporation, our Class A common shares may receive quarterly dividends from our operating  surplus
(as defined below) o f $0.425 per share. The Class A common shares have the vo ting  rights described below under “—Voting .”

Class C Common Shares

Our Manager owns Class C common shares that are  entitled to  share in incremental dividends if target dividend levels have
been met. Please read “Our Manager and Management Related Agreements—Management Agreements.” Class C common shares will
no t convert to  Class A common shares. The Class C common shares have the vo ting  rights described below under “—Voting .”

Dividends

Declaration and payment o f any dividend is subject to  the discretion o f our board o f directo rs. The time and amount o f
dividends will depend upon our financial condition, our operations, our cash requirements and availability, debt repayment obligations,
capital expenditure  needs, restric tions in our debt instruments, industry trends, the provisions o f Marshall Islands law affecting  the
payment o f distributions to  shareho lders and o ther facto rs. The Marshall Islands Business Corporations Act, o r BCA, generally
prohibits the payment o f dividends o ther than from paid-in capital in excess o f par value and our earnings o r while  we are  inso lvent o r
would be rendered inso lvent on paying  the dividend. In the discussion below, we refer to  the quarterly dividend o f $0.425 per share as
our “base dividend.”

All dividends paid to  shareho lders will be treated as e ither a dividend from operating  surplus (as defined below and in our
artic les o f inco rporation) o r a liquidating  dividend. Our board o f directo rs will treat all dividends as coming  from operating  surplus until
the sum o f all dividends paid since the closing  o f our initial public  o ffering  equals the amount o f operating  surplus as o f the most recent
date  o f determination. Our undistributed operating  surplus at any po int in time will be our operating  surplus accumulated since the
closing  o f our initial public  o ffering  less all dividends from operating  surplus paid since the closing  o f our initial public  o ffering . We will
treat dividends paid from any amount in excess o f our operating  surplus as liquidating  dividends.

We will pay dividends on our common shares from operating  surplus, if any, fo r any quarter, in the fo llowing  manner:
 
 •  first, 100% to  all Class A common shares, pro  rata, until they receive $0.425 per share;
 

 
•  second, 100% to  all Class A common shares, pro  rata, subject to  the right o f the Class C common shares to  share in

incremental dividends, based on specified sharing  ratio s, once dividends on the Class A common shares reach specified
target levels beg inning  with $0.485 per share.

Liquidating  dividends will be paid to  Class A common shares and will no t be paid to  Class C common shares. We do  no t
expect to  pay liquidating  dividends.
 

S-109



Table of  Contents

Operating Surplus. Operating  surplus generally means:
 
 •  $15.0 million (which may be increased to  $30.0 million as described below); plus
 

 

•  all o f our cash receipts after the completion o f our initial public  o ffering , excluding  cash receipts from (1) bo rrowings,
(2) sales o f equity and debt securities, (3) capital contributions, (4 ) co rporate  reo rganizations o r restructurings, (5) the
termination o f interest rate  swap ag reements, (6) sales o r o ther dispositions o f vessels and (7) sales o r o ther
dispositions o f o ther assets o ther than in the no rmal course o f business; plus

 

 

•  interest paid on debt incurred and cash dividends paid on equity securities issued by us, in each case, to  finance all o r any
portion o f the construction, replacement o r improvement o f a capital asset such as vessels (o ther than our Contracted
Fleet (as such term is defined in our amended and restated artic les o f inco rporation)) during  the period from such
financing  until the earlier to  occur o f the date  the capital asset is put into  service o r the date  that it is abandoned o r
disposed o f; plus

 

 
•  interest paid on debt incurred and cash dividends paid on our equity securities issued by us, in each case, to  pay the

construction period interest on debt incurred, o r to  pay construction period dividends on our equity issued to  finance the
construction pro jects described in the immediately preceding  bullet; less

 

 

•  all o f our cash expenditures after the completion o f our initial public  o ffering , including , but no t limited to  operating
expenses, interest payments and taxes, but no t (1) the repayment o f bo rrowings, (2) the repurchase o f debt and equity
securities, (3) interest rate  swap termination costs, (4 ) expenses and taxes related to  bo rrowings, sales o f equity and
debt securities, capital contributions, co rporate  reo rganizations o r restructurings, the termination o f interest rate  swap
agreements, sales o r o ther dispositions o f vessels, and sales o r dispositions o f o ther assets o ther than in the no rmal
course o f business, (5) capital expenditures and (6) payment o f dividends; less

 

 

•  cash capital expenditures incurred after the completion o f our initial public  o ffering  to  maintain our vessels and o ther
assets including  dry-docking , replacement o f equipment on the vessels, repairs and similar expenditures, but excluding
capital expenditures fo r o r re lated to  the acquisition o f additional vessels, and including  capital expenditures fo r
replacement o f a vessel as a result o f damage o r lo ss prio r to  no rmal retirement, net o f any insurance proceeds,
warranty payments o r similar property no t treated as cash receipts fo r this purpose; less

 

 
•  the amount o f cash reserves established by our board o f directo rs fo r future  (1) operating  expenditures and

(2) maintenance capital expenditures.

The $15.0 million amount in the first bulle t po int above may be increased by our board o f directo rs to  $30.0 million only if our
board determines such increase is necessary to  allow it to  pay all o r part o f the base dividend on our Class A common shares.
Expenditures in the fifth bulle t above are  referred to  as operating  expenditures and those in the sixth bullet are  referred to  as
maintenance capital expenditures. When the term “interest” is used in the bullets above, it includes periodic  payments made by us under
interest rate  swap ag reements.

As described above, our operating  surplus fo r determining  whether we are  paying  o rdinary dividends o r liquidating  dividends
does no t reflect only cash on hand that is generated from our operations. Fo r example, it includes a provision that will enable  us to  pay,
under circumstances described above, a dividend from our operating  surplus o f up to  $30.0 million o f cash we receive from non-
operating  sources, such as asset sales, issuances o f securities and bo rrowings. In addition, the effect o f including , as described above,
certain dividends on equity securities o r interest payments on debt re lated to  the construction, replacement o r improvement o f an
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asset in operating  surplus would be to  increase our operating  surplus by the amount o f any such dividends o r interest payments. As a
result, we may also  pay dividends from our operating  surplus up to  the amount o f any such dividends o r interest payments from cash
we receive from non-operating  sources.

In return fo r the fee we pay our Manager fo r the technical management o f our vessels, our Manager is responsible  fo r all
maintenance capital expenditures fo r our vessels o ther than extrao rdinary items described in our management ag reement. That fee is
treated as an operating  expenditure  and deducted in determining  our operating  surplus. As a result, we will no t separately deduct a
maintenance capital item so  long  as we continue our existing  arrangement with our Manager o r a similar arrangement regarding
technical services fo r our vessels.

Our artic les o f inco rporation provide that the construction o r application o f the definition o f operating  surplus may be adjusted
in the case o f any particular transaction o r matter o r type o f transaction o r matter if our board o f directo rs, with the concurrence o f our
audit committee, is o f the opinion that the adjustment is necessary o r appropriate  to  further the overall purpose and intent o f the
definition o f operating  surplus.

Liquidating Dividends. In general, liquidating  dividends will only be generated from:
 
 •  borrowings;
 
 •  sales o f debt and equity securities;
 
 •  sales o r o ther dispositions o f vessels; and
 
 •  sales o r o ther dispositions o f o ther assets, o ther than assets so ld in the o rdinary course o f business.

We do  no t expect to  pay liquidating  dividends.

Adjustment of Base Dividend and Target Dividend Amounts. The base dividend and target dividend amounts fo r the Class C
common shares are  subject to  downward adjustment in the case o f liquidating  dividends. The base dividend and the target dividend
amounts will be reduced in the same proportion that the liquidating  dividend had to  the fair market value o f the Class A common shares
prio r to  the payment o f the dividend. If the Class A common shares are  publicly traded on a national securities exchange o r market, that
price will be the average closing  sale  price on each o f the five trading  days befo re the ex-dividend date . If the shares are  no t publicly
traded, the price will be determined by our board o f directo rs.

In addition to  the adjustment fo r liquidating  dividends, if we combine our shares into  fewer shares o r subdivide our shares into
a g reater number o f shares, we will proportionately adjust the base dividend and the target dividend levels.

Voting

The Class A common shares each have one vo te . A majo rity o f the Class A common shares shall constitute  a quorum. The
Class C common shares have no  vo ting  rights except (i) that any amendment to  the artic les o f inco rporation, including  those made
pursuant to  the terms o f any merger, conso lidation o r similar transaction, that would increase o r decrease the aggregate  number o f
autho rized Class C common shares, increase o r decrease the par value o f the Class C common shares, o r alter o r change the powers,
preferences o r rights o f the Class C common shares so  as to  affect them adversely, must be approved by the ho lders o f no t less than
a majo rity o f the Class C common shares and (ii) fo r so  long  as our management ag reement has no t been terminated, any proposed
amendment to  our purpose as set fo rth in our artic les o f inco rporation must be approved by no t less than a majo rity o f the vo tes
entitled to  be cast by the ho lders o f the Class C common shares.
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DESCRIPTION OF SERIES C PREFERRED SHARES

The following description of the Series C Preferred Shares does not purport to be complete and is subject to, and qualified in
its entirety by reference to, the provisions of our Amended and Restated Articles of Incorporation (the “Articles of Incorporation”),
including the Statement of Designation designating the Series C Preferred Shares (the “Statement of Designation”) and setting forth the
rights, preferences and limitations of the Series C Preferred Shares. We will file the Statement of Designation with the Registrar of
Corporations of the Republic of The Marshall Islands. A copy of the Statement of Designation may be obtained from us as described
under “Where You Can Find Additional Information.”

General

The Series C Preferred Shares o ffered hereby are  a new series o f preferred shares. Upon completion o f this o ffering , there
will be 40,000,000 Series C Preferred Shares autho rized, and 10,000,000 issued and outstanding . Subject to  compliance with the
covenant described under “—Certain Covenants—Limitation on Non-Convertible  Preferred Stock,” we may, without no tice to  o r
consent o f the ho lders o f the then-outstanding  Series C Preferred Shares, autho rize and issue additional Series C Preferred Shares as
well as Parity Securities and Junio r Securities (each as defined under “—Ranking”) and, subject to  the further limitations described under
“—Voting  Rights,” Senio r Securities (as defined under “—Ranking”). Certain ho lders o f our Series A Preferred Shares and Series B
Preferred Shares have indicated po tential interest in exchang ing  their shares o f Preferred Stock fo r Series C Preferred Shares, together
in the case o f Series A Preferred Shares, warrants to  purchase shares o f our common stock in lieu o f their conversion rights. Fo llowing
the completion o f this o ffering , we may effect such an exchange.

The ho lders o f our common shares are  entitled to  receive, to  the extent permitted by law, such dividends as may from time
to  time be declared by our board o f directo rs. Upon any liquidation, disso lution o r winding  up o f our affairs, whether vo luntary o r
invo luntary, the ho lders o f our common shares are  entitled to  receive distributions o f our assets, after we have satisfied o r made
provision fo r our debts and o ther obligations and fo r payment to  the ho lders o f shares o f any class o r series o f capital stock (including
the Series C Preferred Shares) having  preferential rights to  receive distributions o f our assets. Please read “Description o f Capital
Stock.”

The Series C Preferred Shares will entitle  the ho lders thereo f to  receive cumulative cash dividends when, as and if declared by
our board o f directo rs out o f legally available  funds fo r such purpose. No  fractional Series C Preferred Shares will be issued. When
issued and paid fo r in the manner described in this prospectus supplement, the Series C Preferred Shares o ffered hereby will be fully
paid and nonassessable . Each Series C Preferred Share will have a fixed liquidation preference o f $25.00 per share plus an amount equal
to  accumulated and unpaid dividends thereon to  the date  fixed fo r payment, whether o r no t declared. Please read “—Liquidation
Rights.”

The Series C Preferred Shares will represent perpetual equity interests in us and, unlike our indebtedness, will no t g ive rise  to  a
claim fo r payment o f a principal amount at a particular date . As such, the Series C Preferred Shares will rank junio r to  all o f our
indebtedness and o ther liabilities with respect to  assets available  to  satisfy claims against us.

All the Series C Preferred Shares o ffered hereby will be represented by a sing le  certificate  issued to  the Securities
Deposito ry (as defined below) and reg istered in the name o f its nominee and, so  long  as a Securities Deposito ry has been appo inted
and is serving , no  person acquiring  Series C Preferred Shares will be entitled to  receive a certificate  representing  such shares unless
applicable  law o therwise requires o r the Securities Deposito ry resigns o r is no  longer e lig ible  to  act as such and a successo r is no t
appo inted. Please read “—Book-Entry System.”

The Series C Preferred Shares will no t be convertible  into  common shares o r o ther o f our securities and will no t have
exchange rights o r be entitled o r subject to  any preemptive o r similar rights. The Series C Preferred
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Shares will no t be subject to  mandato ry redemption o r to  any sinking  fund requirements. The Series C Preferred Shares will be subject
to  redemption, in who le o r in part, at our option commencing  on January 30, 2016. Please read “—Redemption.”

We have appo inted American Stock Transfer & Trust Company, LLC as the paying  agent (the “Paying  Agent”) and the
reg istrar and transfer agent (the “Reg istrar and Transfer Agent”) fo r the Series C Preferred Shares. The address o f American Stock
Transfer & Trust Company, LLC is 6201 15th Avenue, Brooklyn, New York 11219.

Ranking

Prio r to  this o ffering , we have established two  o ther series o f preferred shares.
 

 

•  Series A Preferred Shares. As o f December 31, 2010, a to tal o f 200,000 Series A Preferred Shares were issued and
outstanding  and an additional 115,000 shares were autho rized to  be issued. Dividends in respect o f the Series A Preferred
Shares are  non-cash and accrue at a rate  o f 12.00% per annum until January 31, 2014 . As o f December 31, 2010, the
aggregate  stated liquidation preference o f the Series A Preferred Shares, together with the aggregate  amount o f
accrued and unpaid dividends, was $241.4  million. The Series A Preferred Shares will automatically convert into  Class A
common shares at any time on o r after January 31, 2014  if the trailing  30-day average trading  price o f the Class A
common shares is equal to  o r above a specified price. If at any time on o r after January 31, 2014 , the trailing  30-day
average trading  price o f the Class A common shares is less than the specified price, we have the option to  convert the
Series A Preferred Shares at the specified price and pay the ho lders 115% of the difference between the specified price
and the trailing  30-day average trading  price o f the Class A common shares. If the Series A Preferred Shares have no t
converted into  Class A common shares on o r after January 31, 2014 , the dividend rate  will increase to  15% per annum on
such date . After March 31, 2014 , the ho lders have the option to  have the dividend paid in cash o r to  continue to  increase
the liquidation value o f the Series A Preferred Shares by 15% per annum.

 

 

•  Series B Preferred Shares. As o f December 31, 2010, a to tal o f 260,000 Series B Preferred Shares were issued and
outstanding . The Series B Preferred Shares are  redeemable by us at any time and cash dividends accrue at a rate  o f
5% per annum of the liquidation value until June 30, 2012, 8% per annum from July 1, 2012 to  June 30, 2013, and 10% per
annum from July 1, 2013. As o f December 31, 2010, the aggregate  stated liquidation preference o f the Series B
Preferred Shares, together with the aggregate  amount o f accrued and unpaid dividends, was $26.0 million.

The rights, preferences and limitations o f the Series A Preferred Shares and the Series B Preferred Shares are  described in
more detail under “Description o f Capital Stock” above.

The Series C Preferred Shares will, with respect to  dividend distributions and distributions upon the liquidation, winding -up and
disso lution o f our affairs, rank:
 

 

•  senio r to  all c lasses o f our common shares (which currently consist o f the Class A common shares, o f which
68,601,240 shares were outstanding  as o f December 31, 2010, the Class B common shares, o f which none were
outstanding  as o f December 31, 2010, and the Class C common shares, o f which 100 shares were outstanding  as o f
December 31, 2010), and to  each o ther c lass o r series o f capital stock established after the initial issue date  o f the
Series C Preferred Shares by our board o f directo rs, the terms o f which class o r series do  no t expressly provide that it is
made senio r to  o r on parity with the Series C Preferred Shares as to  dividend distributions and distributions upon the
liquidation, disso lution o r winding -up o f our affairs, whether vo luntary o r invo luntary (co llectively referred to  with our
common shares as “Junio r Securities”);
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•  on a parity with the Series B Preferred Shares (including  any additional Series B Preferred Shares issued after the initial
issue date  o f the Series C Preferred Shares) and any o ther c lass o r series o f capital stock established after the initial issue
date  o f the Series C Preferred Shares by our board o f directo rs, the terms o f which class o r series are  no t expressly
subordinated o r senio r to  the Series C Preferred Shares as to  dividend distributions and distributions upon the liquidation,
disso lution o r winding -up o f our affairs, whether vo luntary o r invo luntary (co llectively referred to  as “Parity Securities”);
and

 

 

•  junio r to  the Series A Preferred Shares (including  any additional Series A Preferred Shares issued after the initial issue
date  o f the Series C Preferred Shares) and to  each class o r series o f capital stock established after the initial issue date
o f the Series C Preferred Shares by our board o f directo rs, the terms o f which class o r series expressly provide that it
ranks senio r to  the Series C Preferred Shares as to  dividend distributions and distributions upon liquidation, disso lution o r
winding -up o f our affairs, whether vo luntary o r invo luntary (co llectively referred to  as “Senio r Securities”).

Under the Statement o f Designation, we may issue Junio r Securities and Parity Securities from time to  time in one o r more
series without the consent o f the ho lders o f the Series C Preferred Shares. Our board o f directo rs has the autho rity to  determine the
preferences, powers, qualifications, limitations, restric tions and special o r re lative rights o r privileges, if any, o f any such series befo re
the issuance o f any shares o f that series. Our board o f directo rs will also  determine the number o f shares constituting  each series o f
securities. Our ability to  issue additional Senio r Securities is limited as described under “—Voting  Rights.”

Liquidation Rights

The ho lders o f outstanding  Series C Preferred Shares will be entitled, in the event o f any liquidation, disso lution o r winding  up
of our affairs, whether vo luntary o r invo luntary, to  receive the liquidation preference o f $25.00 per share in cash plus an amount equal to
accumulated and unpaid dividends thereon to  the date  fixed fo r payment o f such amount (whether o r no t declared), and no  more,
befo re any distribution will be made to  the ho lders o f our common shares o r any o ther Junio r Securities. A conso lidation o r merger o f
us with o r into  any o ther entity, individually o r in a series o f transactions, will no t be deemed a liquidation, disso lution o r winding  up o f
our affairs fo r this purpose. In the event that our assets available  fo r distribution to  ho lders o f the outstanding  Series C Preferred Shares
and any Parity Securities are  insuffic ient to  permit payment o f all required amounts, our assets then remaining  will be distributed among
the Series C Preferred Shares and any Parity Securities, as applicable , ratably on the basis o f their re lative aggregate  liquidation
preferences. After payment o f all required amounts to  the ho lders o f the outstanding  Series C Preferred Shares and Parity Securities,
our remaining  assets and funds will be distributed among  the ho lders o f the common shares and any o ther Junio r Securities then
outstanding  acco rding  to  their respective rights.

Voting  Rights

The Series C Preferred Shares will have no  vo ting  rights except as set fo rth below o r as o therwise provided by Marshall
Islands law. In the event that six quarterly dividends, whether consecutive o r no t, payable  on Series C Preferred Shares are  in arrears,
the ho lders o f Series C Preferred Shares will have the right, vo ting  separately as a c lass together with ho lders o f any o ther Parity
Securities upon which like vo ting  rights have been conferred and are  exercisable , at the next meeting  o f shareho lders called fo r the
election o f directo rs, to  e lect one member o f our board o f directo rs, and the size o f our board o f directo rs will be increased as
needed to  accommodate such change. The right o f such ho lders o f Series C Preferred Shares to  elect a member o f our board o f
directo rs will continue until such time as all dividends accumulated and in arrears on the Series C Preferred Shares have been paid in full,
at which time such right will terminate , subject to  revesting  in the event o f each and every subsequent failure  to  pay six quarterly
dividends as described above. Upon any termination o f the right o f the ho lders o f the Series C Preferred Shares and any o ther Parity
Securities to  vo te  as a c lass fo r directo rs, the
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term o f o ffice  o f all directo rs then in o ffice  elected by such ho lders vo ting  as a c lass will terminate  immediately. Any directo rs e lected
by the ho lders o f the Series C Preferred Shares and any o ther Parity Securities shall each be entitled to  one vo te  per directo r on any
matter befo re our board o f directo rs.

Unless (1) after g iving  pro  fo rma effect thereto , we would be in compliance with the covenant described under “—Certain
Covenants—Limitation on Non-Convertible  Preferred Stock,” and (2) we have received the affirmative vo te  o r consent o f the ho lders
o f at least two-thirds o f the outstanding  Series C Preferred Shares, vo ting  as a sing le  class, we may no t:
 

 
•  adopt any amendment to  the Artic les o f Inco rporation that adversely alters the preferences, powers o r rights o f the

Series C Preferred Shares;
 

 

•  issue any Parity Securities o r Senio r Securities (o ther than Series A Preferred Shares that are  (i) autho rized fo r issuance
on the initial issue date  o f the Series C Preferred Shares and (ii) issued as dividends in respect o f Series A Preferred
Shares outstanding  on the initial issue date  o f the Series C Preferred Shares o r issued as dividends thereafter) if the
cumulative dividends payable  on outstanding  Series C Preferred Shares are  in arrears; o r

 

 
•  create  o r issue any Senio r Securities (o ther than Series A Preferred Shares that are  (i) autho rized fo r issuance on the

initial issue date  o f the Series C Preferred Shares and (ii) issued as dividends in respect o f Series A Preferred Shares
outstanding  on the initial issue date  o f the Series C Preferred Shares o r issued as dividends thereafter).

On any matter described above in which the ho lders o f the Series C Preferred Shares are  entitled to  vo te  as a c lass, such
ho lders will be entitled to  one vo te  per share. The Series C Preferred Shares held by us o r any o f our subsidiaries o r affiliates will no t be
entitled to  vo te .

Dividends

General

Holders o f Series C Preferred Shares will be entitled to  receive, when, as and if declared by our board o f directo rs out o f
legally available  funds fo r such purpose, cumulative cash dividends from January 28, 2011.

Determination of Dividend Rate

Dividends on Series C Preferred Shares will be cumulative, commencing  on January 28, 2011, and payable  on each Dividend
Payment Date, commencing  April 30, 2011, when, as and if declared by our board o f directo rs o r any autho rized committee thereo f
out o f legally available  funds fo r such purpose. Dividends on the Series C Preferred Shares will accrue at a rate  o f 9.50% per annum per
$25.00 stated liquidation preference per Series C Preferred Share, subject to  increase upon (1) a Covenant Default, (2) a Cross Default,
(3) a Dividend Payment Default o r (4 ) a Failure  to  Redeem (such rate , as increased, if applicable , being  the “Base Dividend Rate”).

Dividend Payment Dates

The “Dividend Payment Dates” fo r the Series C Preferred Shares will be each January 30, April 30, July 30 and October 30,
commencing  April 30, 2011. Dividends will accumulate  in each dividend period from and including  the preceding  Dividend Payment
Date o r the initial issue date , as the case may be, to  but excluding  the applicable  Dividend Payment Date fo r such dividend period, and
dividends will accrue on accumulated dividends at the applicable  Base Dividend Rate . If any Dividend Payment Date o therwise would
fall on a day that is no t a Business Day, declared dividends will be paid on the immediately succeeding  Business Day without the
accumulation o f additional dividends. Dividends on the Series C Preferred Shares will be payable  based on a 360-day year consisting  o f
twelve 30-day months.
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“Business Day” means a day on which the New York Stock Exchange is open fo r trading  and which is no t a Saturday, a Sunday
or o ther day on which banks in New York City are  autho rized o r required by law to  close.

Increase in Base Dividend Rate Following a Covenant Default, Cross Default, Dividend Payment Default or Failure to Redeem
 

 

•  Our failure  to  comply with clauses (a), (b) o r (c) under “—Certain Covenants” below, if such failure  continues
unremedied fo r 120 days and commencing  at the end o f such 120-day period, o r our failure  to  comply with clause (d)
under “—Certain Covenants” below, if such failure  continues unremedied fo r 30 days and commencing  at the end o f
such 30-day period, shall constitute  a “Covenant Default.”

 

 
•  In the event that four quarterly dividends, whether consecutive o r no t, payable  on Series C Preferred Shares are  in

arrears, such event shall constitute  a “Dividend Payment Default.”
 
 •  A default by us under any Credit Facility shall constitute  a “Cross Default” if such default:

(a) is caused by a failure  to  pay principal o f, o r interest o r premium, if any, on outstanding  indebtedness under such
Credit Facility (o ther than non-recourse indebtedness o f any subsidiary) prio r to  the expiration o f the g race period
fo r payment o f such indebtedness set fo rth in such Credit Facility (“payment default”); o r

(b) results in the acceleration o f such indebtedness prio r to  its maturity;

and in each case, the principal amount o f any such indebtedness, together with the principal amount o f any o ther
such indebtedness under which there  has been a payment default o r the maturity o f which has been so  accelerated,
aggregates $25 million o r more.

 

 
•  Our failure  to  redeem all the Series C Preferred Shares on o r prio r to  January 30, 2017, whether o r no t our board o f

directo rs has autho rized any such redemption and whether o r no t such redemption is legally permissible  o r is prohibited
by any ag reement to  which we are  subject, shall constitute  a “Failure  to  Redeem.”

If a Covenant Default, a Cross Default, a Dividend Payment Default o r a Failure  to  Redeem occurs, then:

(1) effective as o f the date  o f such Covenant Default, Dividend Payment Default o r Failure  to  Redeem, and without
duplication if more than one such event has occurred and is continuing  at any time, the Base Dividend Rate  payable  on the
Series C Preferred Shares shall increase to  a number that is 1.25 times the Base Dividend Rate  payable  on the Series C
Preferred Shares as o f the close o f business on the day immediately preceding  the date  o f such Covenant Default, Cross
Default, Dividend Payment Default o r Failure  to  Redeem, and

(2) on each subsequent Dividend Payment Date, the Base Dividend Rate  payable  in respect o f the succeeding
quarterly dividend period shall increase to  a number that is 1.25 times the Base Dividend Rate  payable  on the Series C
Preferred Shares as in effect as o f the close o f business on the day immediately preceding  such Dividend Payment Date, until
no  Covenant Default, Cross Default o r Dividend Payment Default exists o r, in the case o f a Failure  to  Redeem, until all the
Series C Preferred Shares are  no  longer outstanding .

No twithstanding  the fo rego ing , in no  event shall dividends accrue on the Series C Preferred Shares at a rate  g reater than
25% per annum in respect o f any period prio r to  January 30, 2016 o r 30% thereafter. If a Covenant Default, Cross Default o r Dividend
Payment Default, as applicable , ceases to  exist, the Base Dividend Rate  payable  on the Series C Preferred Shares shall be reduced,
effective as o f the date  such Covenant Default,
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Cross Default o r Dividend Payment Default ceases to  exist (as evidenced by the delivery o f an o fficer’s certificate  by us to  the
Reg istrar and Transfer Agent), to  such Base Dividend Rate  that would have been applicable  had such Covenant Default, Cross Default
o r Dividend Payment Default never existed.

Payment of Dividends

Not later than the close o f business, New York City time, on each Dividend Payment Date, we will pay those dividends, if any,
on the Series C Preferred Shares that have been declared by our board o f directo rs to  the ho lders o f such shares as such ho lders’
names appear on our stock transfer books maintained by the Reg istrar and Transfer Agent on the applicable  Record Date. The
applicable  reco rd date  (the “Record Date”) will be the Business Day immediately preceding  the applicable  Dividend Payment Date,
except that in the case o f payments o f dividends in arrears, the Record Date with respect to  a Dividend Payment Date will be such date
as may be designated by our board o f directo rs in acco rdance with our bylaws then in effect and the Statement o f Designations.

So  long  as the Series C Preferred Shares are  held o f reco rd by the nominee o f the Securities Deposito ry, declared dividends
will be paid to  the Securities Deposito ry in same-day funds on each Dividend Payment Date. The Securities Deposito ry will credit
accounts o f its partic ipants in acco rdance with the Securities Deposito ry’s no rmal procedures. The partic ipants will be responsible  fo r
ho lding  o r disbursing  such payments to  beneficial owners o f the Series C Preferred Shares in acco rdance with the instructions o f such
beneficial owners.

No  dividend may be declared o r paid o r set apart fo r payment on any Junio r Securities (o ther than a dividend payable  so lely in
shares o f Junio r Securities) unless full cumulative dividends have been o r contemporaneously are  being  paid o r provided fo r on all
outstanding  Series C Preferred Shares and any Parity Securities through the most recent respective dividend payment dates.
Accumulated dividends in arrears fo r any past dividend period may be declared by our board o f directo rs and paid on any date  fixed by
our board o f directo rs, whether o r no t a Dividend Payment Date, to  ho lders o f the Series C Preferred Shares on the reco rd date  fo r
such payment, which may no t be more than 60 days, no r less than 15 days, befo re such payment date . Subject to  the next succeeding
sentence, if all accumulated dividends in arrears on all outstanding  Series C Shares and any Parity Securities have no t been declared and
paid, o r suffic ient funds fo r the payment thereo f set apart, payment o f accumulated dividends in arrears will be made in o rder o f their
respective dividend payment dates, commencing  with the earliest. If less than all dividends payable  with respect to  all Series C
Preferred Shares and any Parity Securities are  paid, any partial payment will be made pro  rata with respect to  the Series C Preferred
Shares and any Securities entitled to  a dividend payment at such time in proportion to  the aggregate  amounts remaining  due in respect
o f such shares at such time. Ho lders o f the Series C Preferred Shares will no t be entitled to  any dividend, whether payable  in cash,
property o r stock, in excess o f full cumulative dividends. Except inso far as dividends accrue on the amount o f any accumulated and
unpaid dividends as described under “—Dividends—Determination o f Dividend Rate”, no  interest o r sum o f money in lieu o f interest
will be payable  in respect o f any dividend payment which may be in arrears on the Series C Preferred Shares.

Redemption

Optional Redemption

Commencing  on January 30, 2016, we may redeem, at our option, in who le o r in part, the Series C Preferred Shares at a
redemption price in cash equal to  $25.00 per share plus an amount equal to  all accumulated and unpaid dividends thereon to  the date  o f
redemption, whether o r no t declared. Any such optional redemption shall be effected only out o f funds legally available  fo r such
purpose.

Redemption Procedures

We will g ive no tice o f any redemption by mail, postage prepaid, no t less than 15 days and no t more than 60 days befo re the
scheduled date  o f redemption, to  the ho lders o f any shares to  be redeemed as such ho lders’ names appear on our stock transfer books
maintained by the Reg istrar and Transfer Agent at the address o f such
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ho lders shown therein. Such no tice shall state: (1) the redemption date , (2) the number o f Series C Preferred Shares to  be redeemed
and, if less than all outstanding  Series C Preferred Shares are  to  be redeemed, the number (and the identification) o f shares to  be
redeemed from such ho lder, (3) the redemption price, (4 ) the place where the Series C Preferred Shares are  to  be redeemed and shall
be presented and surrendered fo r payment o f the redemption price therefo r and (5) that dividends on the shares to  be redeemed will
cease to  accumulate  from and after such redemption date .

If fewer than all o f the outstanding  Series C Preferred Shares are  to  be redeemed, the number o f shares to  be redeemed will
be determined by us, and such shares will be redeemed by such method o f selection as the Securities Deposito ry shall determine, with
adjustments to  avo id redemption o f fractional shares. So  long  as all Series C Preferred Shares are  held o f reco rd by the nominee o f the
Securities Deposito ry, we will g ive no tice, o r cause no tice to  be g iven, to  the Securities Deposito ry o f the number o f Series C
Preferred Shares to  be redeemed, and the Securities Deposito ry will determine the number o f Series C Preferred Shares to  be
redeemed from the account o f each o f its partic ipants ho lding  such shares in its partic ipant account. Thereafter, each partic ipant will
select the number o f shares to  be redeemed from each beneficial owner fo r whom it acts (including  the partic ipant, to  the extent it
ho lds Series C Preferred Shares fo r its own account). A partic ipant may determine to  redeem Series C Preferred Shares from some
beneficial owners (including  the partic ipant itself) without redeeming  Series C Preferred Shares from the accounts o f o ther beneficial
owners.

So  long  as the Series C Preferred Shares are  held o f reco rd by the nominee o f the Securities Deposito ry, the redemption
price will be paid by the Paying  Agent to  the Securities Deposito ry on the redemption date . The Securities Deposito ry’s no rmal
procedures provide fo r it to  distribute  the amount o f the redemption price in same-day funds to  its partic ipants who , in turn, are
expected to  distribute  such funds to  the persons fo r whom they are  acting  as agent.

If we g ive o r cause to  be g iven a no tice o f redemption, then we will deposit with the Paying  Agent funds suffic ient to  redeem
the Series C Preferred Shares as to  which no tice has been g iven by the close o f business, New York City time, no  later than the
Business Day immediately preceding  the date  fixed fo r redemption, and will g ive the Paying  Agent irrevocable  instructions and
autho rity to  pay the redemption price to  the ho lder o r ho lders thereo f upon surrender o r deemed surrender (which will occur
automatically if the certificate  representing  such shares is issued in the name o f the Securities Deposito ry o r its nominee) o f the
certificates therefo r. If no tice o f redemption shall have been g iven, then from and after the date  fixed fo r redemption, unless we
default in providing  funds suffic ient fo r such redemption at the time and place specified fo r payment pursuant to  the no tice, all
dividends on such shares will cease to  accumulate  and all rights o f ho lders o f such shares as our shareho lders will cease, except the
right to  receive the redemption price, including  an amount equal to  accumulated and unpaid dividends through the date  fixed fo r
redemption, whether o r no t declared. We will be entitled to  receive from the Paying  Agent the interest income, if any, earned on such
funds deposited with the Paying  Agent (to  the extent that such interest income is no t required to  pay the redemption price o f the shares
to  be redeemed), and the ho lders o f any shares so  redeemed will have no  claim to  any such interest income. Any funds deposited with
the Paying  Agent hereunder by us fo r any reason, including , but no t limited to , redemption o f Series C Preferred Shares, that remain
unclaimed o r unpaid after two  years after the applicable  redemption date  o r o ther payment date , shall be, to  the extent permitted by
law, repaid to  us upon our written request after which repayment the ho lders o f the Series C Preferred Shares entitled to  such
redemption o r o ther payment shall have recourse only to  us.

If only a po rtion o f the Series C Preferred Shares represented by a certificate  has been called fo r redemption, upon surrender
o f the certificate  to  the Paying  Agent (which will occur automatically if the certificate  representing  such shares is reg istered in the name
of the Securities Deposito ry o r its nominee), the Paying  Agent will issue to  the ho lder o f such shares a new certificate  (o r adjust the
applicable  book-entry account) representing  the number o f Series C Preferred Shares represented by the surrendered certificate  that
have no t been called fo r redemption.
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Notwithstanding  any no tice o f redemption, there  will be no  redemption o f any Series C Preferred Shares called fo r
redemption until funds suffic ient to  pay the full redemption price o f such shares, including  all accumulated and unpaid dividends to  the
date  o f redemption, whether o r no t declared, have been deposited by us with the Paying  Agent.

We and our affiliates may from time to  time purchase the Series C Preferred Shares, subject to  compliance with all applicable
securities and o ther laws. Neither we no r any o f our affiliates has any obligation, o r any present plan o r intention, to  purchase any Series
C Preferred Shares. Any shares repurchased and cancelled by us will revert to  the status o f autho rized but unissued preferred shares,
undesignated as to  series.

No twithstanding  the fo rego ing , in the event that full cumulative dividends on the Series C Preferred Shares and any Parity
Securities have no t been paid o r declared and set apart fo r payment, we may no t repurchase, redeem o r o therwise acquire , in who le o r
in part, any Series C Preferred Shares o r Parity Securities except pursuant to  a purchase o r exchange o ffer made on the same terms to
all ho lders o f Series C Preferred Shares and any Parity Securities. Common shares and any o ther Junio r Securities may no t be
redeemed, repurchased o r o therwise acquired unless full cumulative dividends on the Series C Preferred Shares and any Parity
Securities fo r all prio r and the then-ending  dividend periods have been paid o r declared and set apart fo r payment.

No Sinking  Fund

The Series C Preferred Shares will no t have the benefit o f any sinking  fund.

Certain Covenants

The Statement o f Designation includes the fo llowing  restric tive covenants. Certain defined terms relevant to  the covenants
are  set fo rth under “—Certain Definitions and Interpretations” below.

(a) Limitation on Borrowings. We shall no t permit To tal Borrowings to  equal o r exceed 75% of To tal Assets.

(b) Limitation on Non-Convertible Preferred Stock. We shall no t permit the Non-Convertible  Preferred Stock Ratio  to  exceed
33.33%.

(c) Limitation on Minimum Net Worth. We shall no t permit the Net Worth to  Preferred Stock Ratio  to  be less than o r equal to
2.00.

(d) Mandatory Conversion of Series A Preferred Shares. If no t previously converted prio r to  such date , we shall convert all
outstanding  Series A Preferred Shares into  Class A common shares on o r prio r to  March 31, 2014 .

Reports. During  the period that any Cross Default (as defined under “—Dividends—Dividend Payment Dates—Increase in
Base Dividend Rate  Fo llowing  a Covenant Default, Cross Default, Payment Default o r Failure  to  Redeem”) exists, at the request o f any
ho lder o f Series C Preferred Shares, we shall provide, to  the extent that we are  no t prevented o r restric ted from do ing  so  by the
provisions o f any relevant Credit Facility, to  such ho lder any report o r o ther info rmation that is provided to  any lender o r o ther financier
under the Credit Facility g iving  rise  to  the Cross Default. As a condition to  the receipt o f such report o r o ther info rmation, such ho lder
must ag ree no t to  disclose such report o r info rmation to  any third party o r to  purchase o r sell any o f our securities on the basis o f any
material, nonpublic  info rmation included in such report o r o ther info rmation.

Compliance with the fo rego ing  covenants shall be measured on the last day o f each o f our fiscal quarters, commencing
March 31, 2011. Within 60 days after the end o f each fiscal quarter, we shall deliver to  the Reg istrar and Transfer Agent an o fficer’s
certificate  confirming  compliance with each o f the covenants described
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above. Each such certificate  will be made available  to  the ho lders o f the Series C Preferred Shares upon request to  the Reg istrar and
Transfer Agent. We shall mail, within five Business Days o f the discovery thereo f, to  all ho lders o f the Series C Preferred Shares and
the Reg istrar and Transfer Agent, no tice o f any default in compliance with the covenants described above.

Certain Definitions and Interpretations

For purposes o f the fo rego ing  provisions, the fo llowing  definitions shall apply:

“Cash and Cash Equivalents” means, as o f a g iven date , our cash and cash equivalents as determined in acco rdance with
GAAP.

“Common Stock” means any o f our capital stock that is no t Preferred Stock.

“Credit Facility” means, with respect to  Seaspan Corporation o r any subsidiary, any debt o r commercial paper facilities with
banks o r o ther lenders providing  fo r revo lving  credit o r term loans o r any ag reement treated as a finance o r capital lease in acco rdance
with U.S. GAAP.

“Intangible Assets” means, in respect o f Seaspan Corporation as o f a g iven date , the intang ible  assets o f Seaspan
Corporation o f the types, if any, presented in Seaspan Corporation’s conso lidated balance sheet.

“Net Worth” means, as o f a g iven date , the result o f, without duplication:

(a) To tal Assets, less

(b) Intang ible  Assets, less

(c) To tal Borrowings (without g iving  effect to  any fair value adjustments pursuant to  FASB’s Accounting  Standards
Codification 820).

“Net Worth to Preferred Stock Ratio” means, as o f a g iven date , the result o f dividing  (x) Net Worth as o f such date  by (y) the
aggregate  Preferred Stock Amount as o f such date .

“Non-Convertible Preferred Stock” means any series o f our Preferred Stock that is no t mandato rily convertible  so lely into
shares o f Common Stock. Upon the closing  o f this o ffering , (i) the Series A Preferred Shares (based upon their terms as o f such date)
would no t constitute  Non-Convertible  Preferred Stock and (ii) the Series B Preferred Shares and the Series C Preferred Shares (in each
case based upon their terms as o f such date) would constitute  Non-Convertible  Preferred Stock fo r purposes o f the “Limitation on
Non-Convertible  Preferred Stock” covenant described above.

“Non-Convertible Preferred Stock Amount” means, in respect o f any series o f Non-Convertible  Preferred Stock, the sum,
without duplication, o f (x) the aggregate  liquidation preference o f the outstanding  shares o f such Non-Convertible  Preferred Stock as
o f the relevant measurement date  and (y) the aggregate  amount o f any accumulated and unpaid dividends o r o ther distributions in
respect o f the outstanding  shares o f such Non-Convertible  Preferred Stock as o f the relevant measurement date .

“Non-Convertible Preferred Stock Ratio” means, as o f a g iven date , the result o f dividing  (x) the aggregate  Non-Convertible
Preferred Stock Amount as o f such date  by (y) To tal Shareho lders’ Equity as o f such date .

“Non-Recourse Liabilities” means, in respect o f Seaspan Corporation as o f a g iven date , the non-recourse liabilities as
described in subparts (a)-(h) o f the definition o f To tal Borrowings and o f the types, if any, presented in Seaspan Corporation’s
conso lidated financial statements and disclosure.

“Preferred Stock” means any o f our capital stock, however designated, which entitles the ho lder thereo f to  a preference with
respect to  the payment o f dividends, o r as to  the distribution o f assets upon any vo luntary o r invo luntary liquidation, disso lution o r
winding  up o f our affairs, over shares o f our Common Stock including , without limitation, our Series A Preferred Shares, Series B
Preferred Shares and Series C Preferred Shares.
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“Preferred Stock Amount” means, in respect o f any series o f Preferred Stock, the sum, without duplication, o f (x) the
aggregate  liquidation preference o f the outstanding  shares o f such Preferred Stock as o f the relevant measurement date  and (y) the
aggregate  amount o f any accumulated and unpaid dividends o r o ther distributions in respect o f the outstanding  shares o f such Preferred
Stock as o f the relevant measurement date .

“Total Assets” means, in respect o f Seaspan Corporation on a conso lidated basis, as o f a g iven date  the aggregate  o f the
fo llowing , without duplication:

(a) all o f the assets o f Seaspan Corporation o f the types presented on its conso lidated balance sheet; less

(b) Cash and Cash Equivalents; less

(c) Non-Recourse Liabilities; and less

(d) indebtedness under any vessel construction o r ship purchase ag reement (including  novation and assignment and
assumption ag reements) that Seaspan Corporation is required to  reco rd on its books under U.S. GAAP even though Seaspan
Corporation is no  longer the legal owner o f the vessel o r legally obligated to  take delivery o f the vessel.

“Total Borrowings” means, in respect o f Seaspan Corporation on a conso lidated basis, as o f a g iven date  the aggregate  o f
the fo llowing , without duplication:

(a) the outstanding  principal amount o f any moneys bo rrowed; plus

(b) the outstanding  principal amount o f any acceptance under any acceptance credit; plus

(c) the outstanding  principal amount o f any bond, no te , debenture o r o ther similar instrument; plus

(d) the book values o f indebtedness under a lease, charter, hire  purchase ag reement o r o ther similar arrangement
which would, in acco rdance with U.S. GAAP, be treated as a finance o r capital lease; plus

(e) the outstanding  principal amount o f all moneys owing  in connection with the sale  o r discounting  o f receivables
(o therwise than on a non-recourse basis o r which o therwise meet any requirements fo r de-recognition under U.S. GAAP); plus

(f) the outstanding  principal amount o f any indebtedness arising  from any deferred payment ag reements arranged
primarily as a method o f raising  finance o r financing  the acquisition o f an asset (except trade payables); plus

(g ) any fixed o r minimum premium payable  on the repayment o r redemption o f any instrument referred to  in clause
(c) above; plus

(h) the outstanding  principal amount o f any indebtedness o f any person o f a type referred to  in the above clauses o f
this definition which is the subject o f a guarantee g iven by Seaspan Corporation to  the extent that such guaranteed
indebtedness is determined and g iven a value in respect o f Seaspan Corporation on a conso lidated basis in acco rdance with
US GAAP; less

(i) Cash and Cash Equivalents; less

(j) Non-Recourse Liabilities.

No twithstanding  the fo rego ing , “Total Borrowings” shall no t include any o f the fo llowing :

(a) indebtedness o r obligations arising  from derivative transactions, such as pro tecting  against interest rate  o r
currency fluctuations; and
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(b) indebtedness under any vessel construction o r ship purchase ag reement (including  novation and assignment and
assumption ag reements) that Seaspan Corporation is required to  reco rd on its books under U.S. GAAP even though Seaspan
Corporation is no  longer the legal owner o f the vessel o r legally obligated to  take delivery o f the vessel.

“Total Shareholders’ Equity” means, as o f a g iven date , the sum o f:

(1) To tal shareho lders’ equity as presented in our conso lidated financial statements, plus

(2) The carrying  value o f our derivative liabilities (o r o ther financial liabilities remeasured to  fair value on a recurring
basis fo r the purposes o f preparing  our financial statements) as presented in our conso lidated financial statements, less

(3) The carrying  value o f our derivative assets (o r o ther financial assets remeasured to  fair value on a recurring  basis
fo r the purposes o f preparing  our financial statements) as presented in our conso lidated financial statements.

“U.S. GAAP” means generally accepted accounting  principles in the United States o f America.

Interpretation

For purposes o f the fo rego ing  provisions and definitions, any accounting  term, phrase, calculation, determination o r
treatment used, required o r referred to  in this “Certain Covenants” subsection is to  be construed in acco rdance with U.S. GAAP in
effect as o f January 1, 2011.

Book- Entry System

All Series C Preferred Shares o ffered hereby will be represented by a sing le  certificate  issued to  The Deposito ry Trust
Company (The Deposito ry Trust Company, and its successo rs o r assigns o r any o ther securities deposito ry selected by us, is referred
to  in this prospectus supplement as the “Securities Deposito ry”) and reg istered in the name o f its nominee (initially, Cede & Co .) The
Series C Preferred Shares o ffered hereby will continue to  be represented by a sing le  certificate  reg istered in the name o f the Securities
Deposito ry o r its nominee, and no  ho lder o f the Series C Preferred Shares o ffered hereby will be entitled to  receive a certificate
evidencing  such shares, unless o therwise required by law o r the Securities Deposito ry g ives no tice o f its intention to  resign o r is no
longer elig ible  to  act as such and we have no t selected a substitute  Securities Deposito ry within 60 calendar days thereafter. Payments
and communications made by us to  ho lders o f the Series C Preferred Shares will be duly made by making  payments to , and
communicating  with, the Securities Deposito ry. According ly, unless certificates are  available  to  ho lders o f the Series C Preferred
Shares, each purchaser o f Series C Preferred Shares must re ly on (1) the procedures o f the Securities Deposito ry and its partic ipants to
receive dividends, distributions, any redemption price, liquidation preference and no tices, and to  direct the exercise  o f any vo ting  o r
nominating  rights, with respect to  such Series C Preferred Shares and (2) the reco rds o f the Securities Deposito ry and its partic ipants to
evidence its ownership o f such Series C Preferred Shares.

So  long  as the Securities Deposito ry (o r its nominee) is the so le  ho lder o f the Series C Preferred Shares, no  beneficial ho lder
o f the Series C Preferred Shares will be deemed to  be a shareho lder o f us. The Deposito ry Trust Company, the initial Securities
Deposito ry, is a New York-chartered limited purpose trust company that perfo rms services fo r its partic ipants, some o f whom (and/o r
their representatives) own The Deposito ry Trust Company. The Securities Deposito ry maintains lists o f its partic ipants and will maintain
the positions (i.e., ownership interests) held by its partic ipants in the Series C Preferred Shares, whether as a ho lder o f the Series C
Preferred Shares fo r its own account o r as a nominee fo r ano ther ho lder o f the Series C Preferred Shares.
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MARSHALL ISLANDS COMPANY CONSIDERATIONS

Our co rporate  affairs are  governed by our artic les o f inco rporation and bylaws and by the Business Corporation Act o f the
Republic  o f the Marshall Islands, o r BCA. The provisions o f the BCA resemble provisions o f the co rporation laws o f a number o f
states in the United States. Fo r example, the BCA allows the adoption o f various anti-takeover measures such as shareho lder “rights”
plans. While  the BCA also  provides that it is to  be interpreted acco rding  to  the laws o f the State  o f Delaware and o ther states with
substantially similar leg islative provisions, there  have been few, if any, court cases interpreting  the BCA in the Marshall Islands and we
canno t predict whether Marshall Islands courts would reach the same conclusions as United States courts. According ly, you may have
more difficulty in pro tecting  your interests in the face o f actions by the management, directo rs o r contro lling  shareho lders than would
shareho lders o f a co rporation inco rporated in a United States jurisdiction that has developed a substantial body o f case law. The
fo llowing  table  provides a comparison between the statuto ry provisions o f the BCA and the Delaware General Corporation Law relating
to  certain shareho lders’ rights.
 

S hare holde r Me e tings
Marshall Is lands   De laware

•   Held at a time and place as designated in the bylaws

  

•   May be held at such time o r place as designated in the
certificate  o f inco rporation o r the bylaws, o r if no t so
designated, as determined by the board o f directo rs

•   May be held within o r outside the Marshall Islands   •   May be held within o r outside Delaware

•   No tice:   •   No tice:

•   Whenever shareho lders are  required to  take action at a
meeting , written no tice shall state  the place, date  and
hour o f the meeting  and indicate  that it is being  issued
by o r at the direction o f the person calling  the
meeting   

•   Whenever shareho lders are  required to  take any
action at a meeting , a written no tice o f the
meeting  shall be g iven that shall state  the place,
if any, date  and hour o f the meeting , and the
means o f remote communication, if any

•   A copy o f the no tice o f any meeting  shall be g iven
personally o r sent by mail no t less than 15 no r more
than 60 days befo re the meeting   

•   Written no tice shall be g iven no t less than 10 no r
more than 60 days befo re the meeting

S hare holde rs ’ Voting Rights
Marshall Is lands   De laware

•   Any action required to  be taken by meeting  o f shareho lders may
be taken without meeting  if consent is in writing  and is signed by
all the shareho lders entitled to  vo te   

•   Shareho lders may act by written consent signed by the
ho lders o f outstanding  shares having  the number o f vo tes
necessary to  take action at a meeting

•   Any person autho rized to  vo te  may autho rize ano ther person to
act fo r him by proxy   

•   Any person autho rized to  vo te  may autho rize ano ther person
or persons to  act fo r him by proxy

•   Unless o therwise provided in the artic les o f inco rporation, a
majo rity o f shares entitled to  vo te  constitutes a quorum. In no
event shall a quorum consist o f fewer than one-third o f the
shares entitled to  vo te  at a meeting

  

•   Fo r stock co rporations, certificate  o f inco rporation o r
bylaws may specify the number to  constitute  a quorum but
in no  event shall a quorum consist o f less than one-third o f
shares entitled to  vo te  at a meeting . In the absence o f such
specifications, a majo rity o f shares entitled to  vo te  shall
constitute  a quorum

•   The artic les o f inco rporation may provide fo r cumulative vo ting
  

•   The certificate  o f inco rporation may provide fo r cumulative
vo ting
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Dire c tors

Marshall Is lands   De laware

•   Board must consist o f at least one member   •   Board must consist o f at least one member

•   Number o f members can be changed by an amendment to  the
bylaws, by the shareho lders, o r by action o f the board

  

•   Number o f board members shall be fixed by the bylaws,
unless the certificate  o f inco rporation fixes the number o f
directo rs, in which case a change in the number shall be
made only by amendment o f the certificate

•   If the board is autho rized to  change the number o f directo rs, it can
only do  so  by an abso lute  majo rity (majo rity o f the entire  board)   

•   Removal:   •   Removal:

•   Any o r all o f the directo rs may be removed fo r cause
by vo te  o f the shareho lders

 
•   If the artic les o f inco rporation o r the bylaws so

provide, any o r all o f the directo rs may be removed
without cause by vo te  o f the shareho lders

  

•   Any o r all o f the directo rs may be removed, with
o r without cause, by the ho lders o f a majo rity
o f the shares entitled to  vo te  except: (1) unless
the certificate  o f inco rporation o therwise
provides, in the case o f a co rporation whose
board is c lassified, stockho lders may effect
such removal only fo r cause, o r (2) if the
co rporation has cumulative vo ting , if less than
the entire  board is to  be removed, no  directo r
may be removed without cause if the vo tes
cast against such directo r’s removal would be
suffic ient to  e lect such directo r if then
cumulatively vo ted at an election o f the entire
board o f directo rs, o r, if there  be classes o f
directo rs, at an election o f the class o f
directo rs o f which such directo r is a part.
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Disse nte rs ’ Rights  of Appraisal

Marshall Is lands   De laware

•   Shareho lders have a right to  dissent from a merger o r sale  o f all o r
substantially all assets no t made in the usual course o f business,
and receive payment o f the fair value o f their share   

•   Appraisal rights shall be available  fo r the shares o f any class
o r series o f stock o f a co rporation in a merger o r
conso lidation, subject to  exceptions

•   A ho lder o f any adversely affected shares who  does no t vo te  on
or consent in writing  to  an amendment to  the artic les o f
inco rporation has the right to  dissent and to  receive payment fo r
such shares if the amendment:

  

•   The certificate  o f inco rporation may provide that appraisal
rights are  available  fo r shares as a result o f an amendment
to  the certificate  o f inco rporation, any merger o r
conso lidation o r the sale  o f all o r substantially all o f the
assets

•   Alters o r abo lishes any preferential right o f any
outstanding  shares having  preference; o r   

•   Creates, alters, o r abo lishes any provision o r right in
respect to  the redemption o f any outstanding  shares;
o r   

•   Alters o r abo lishes any preemptive right o f such ho lder
to  acquire  shares o r o ther securities; o r   

•   Excludes o r limits the right o f such ho lder to  vo te  on
any matter, except as such right may be limited by
the vo ting  rights g iven to  new shares then being
autho rized o f any existing  o r new class   
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S hare holde rs ’ De rivative  Ac tions

Marshall Is lands   De laware

•   An action may be brought in the right o f a co rporation to  procure a
judgment in its favor, by a ho lder o f shares o r o f vo ting  trust
certificates o r o f a beneficial interest in such shares o r
certificates. It shall be made to  appear that the plaintiff is such a
ho lder at the time o f bring ing  the action and that he was such a
ho lder at the time o f the transaction o f which he complains, o r
that his shares o r his interest therein devo lved upon him by
operation o f law   

•   In any derivative suit instituted by a shareho lder o r a
co rporation, it shall be averred in the complaint that the
plaintiff was a shareho lder o f the co rporation at the time o f
the transaction o f which he complains o r that such
shareho lder’s stock thereafter devo lved upon such
shareho lder by operation o f law

•   Complaint shall set fo rth with particularity the effo rts o f the
plaintiff to  secure the initiation o f such action by the board o r the
reasons fo r no t making  such effo rt   

•   Such action shall no t be discontinued, compromised o r settled,
without the approval o f the High Court o f the Republic   

•   Atto rney’s fees may be awarded if the action is successful   

•   Corporation may require  a plaintiff bring ing  a derivative suit to
g ive security fo r reasonable  expenses if the plaintiff owns less
than 5% of any class o f stock and the shares have a value o f less
than $50,000   
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MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

The fo llowing  is a discussion o f the material U.S. federal income tax considerations that may be relevant to  prospective
ho lders o f our Series C Preferred Shares and, unless o therwise no ted in the fo llowing  discussion, is the opinion o f Perkins Co ie LLP, our
U.S. counsel, inso far as it re lates to  matters o f U.S. federal income tax law and legal conclusions with respect to  those matters. The
opinion o f our counsel is dependent on the accuracy o f representations made by us to  them, including  descriptions o f our operations
contained herein.

This discussion is based upon the provisions o f the Internal Revenue Code o f 1986, as amended, o r the Code, existing  final
and temporary regulations promulgated thereunder, o r the Treasury Regulations, and current administrative rulings and court decisions,
all o f which are  subject to  change, possibly with retroactive effect. Changes in these autho rities may cause the U.S. federal income tax
considerations to  vary substantially from those described below.

This discussion applies only to  beneficial owners o f our Series C Preferred Shares that own the shares as “capital assets”
(generally, fo r investment purposes) and does no t comment on all aspects o f U.S. federal income taxation that may be important to
certain shareho lders in light o f their particular c ircumstances, such as shareho lders subject to  special tax rules (e.g., financial institutions,
regulated investment companies, real estate  investment trusts, insurance companies, traders in securities that have elected the mark-to -
market method o f accounting  fo r their securities, persons liable  fo r alternative minimum tax, broker-dealers, tax-exempt o rganizations,
partnerships o r o ther pass-through entities and their investo rs o r fo rmer citizens o r long-term residents o f the United States) o r
shareho lders that will ho ld our Series C Preferred Shares as part o f a straddle , hedge, conversion, constructive sale  o r o ther integ rated
transaction fo r U.S. federal income tax purposes, all o f whom may be subject to  U.S. federal income tax rules that differ significantly
from those summarized below. If a partnership o r o ther entity treated as a partnership fo r U.S. federal income tax purposes ho lds our
Series C Preferred Shares, the tax treatment o f its partners generally will depend upon the status o f the partner and the activities o f the
partnership. If you are  a partner in a partnership ho lding  our Series C Preferred Shares, you should consult your tax adviso r to  determine
the appropriate  tax treatment to  you o f the partnership’s ownership o f our Series C Preferred Shares.

No  ruling  has been requested from the Internal Revenue Service, o r IRS, regarding  any matter affecting  us o r our
stockho lders. Instead, we will re ly on the opinion o f Perkins Co ie LLP. Unlike a ruling , an opinion o f counsel represents only that
counsel’s legal judgment and does no t bind the IRS o r the courts. According ly, the opinion and statements made here may no t be
sustained by a court if contested by the IRS.

This discussion does no t contain info rmation regarding  any U.S. state  o r local, estate , g ift o r alternative minimum tax
considerations concerning  the ownership o r disposition o f our Series C Preferred Shares. Shareho lders are  urged to  consult their own
tax adviso rs regarding  the U.S. federal, state , local and o ther tax consequences o f owning  and disposing  o f our Series C Preferred
Shares.

U.S. Federal Income Taxation o f U.S. Ho lders

As used herein, the term “U.S. Ho lder” means a beneficial owner o f our Series C Preferred Shares that is a U.S. c itizen o r U.S.
resident alien, a co rporation, o r o ther entity taxable  as a co rporation fo r U.S. federal income tax purposes, that was created o r
o rganized under the laws o f the United States, any state  thereo f, o r the Distric t o f Co lumbia, an estate  whose income is subject to  U.S.
federal income taxation regardless o f its source, o r a trust that e ither is subject to  the supervision o f a court within the United States and
has one o r more U.S. persons with autho rity to  contro l all o f its substantial decisions o r has a valid election in effect under applicable
Treasury Regulations to  be treated as a United States person.
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Distributions on Our Series C Preferred Shares

Subject to  the discussion o f passive fo reign investment companies, o r PFICs, below, any distributions made by us with
respect to  our Series C Preferred Shares to  a U.S. Ho lder generally will constitute  dividends, which may be taxable  as o rdinary income
or “qualified dividend income” as described in more detail in the parag raph below, to  the extent o f our current and accumulated
earnings and pro fits allocated to  the U.S. Ho lder’s Series C Preferred Shares, as determined under U.S. federal income tax principles.
Distributions in excess o f our current and accumulated earnings and pro fits allocated to  the U.S. Ho lder’s Series C Preferred Shares will
be treated first as a nontaxable  return o f capital to  the extent o f the U.S. Ho lder’s tax basis in our Series C Preferred Shares and
thereafter as capital gain, which will be either long-term o r sho rt-term capital gain depending  upon whether the U.S. Ho lder has held the
Series C Preferred Shares fo r more than one year. U.S. Ho lders that are  co rporations generally will no t be entitled to  claim a dividends
received deduction with respect to  any distributions they receive from us. Fo r purposes o f computing  allowable fo reign tax credits fo r
U.S. federal income tax purposes, dividends received with respect to  our Series C Preferred Shares will be treated as fo reign source
income and generally will be treated as “passive category income.”

Subject to  ho lding -period requirements and certain o ther limitations, dividends received with respect to  our Series C
Preferred Shares by a U.S. Ho lder who  is an individual, trust o r estate , o r a U.S. Individual Ho lder, generally will be treated as qualified
dividend income that is taxable  to  such U.S. Individual Ho lder at preferential capital gain tax rates (provided we are  no t c lassified as a
PFIC fo r the taxable  year during  which the dividend is paid o r the immediately preceding  taxable  year). In the absence o f leg islation
extending  the term o f the preferential tax rates fo r qualified dividend income, all dividends received by a taxpayer in tax years
beg inning  on o r after January 1, 2013 will be taxed at rates applicable  to  o rdinary income.

Special rules may apply to  any “extrao rdinary dividend” paid by us. Generally, an extrao rdinary dividend is a dividend with
respect to  a share o f preferred stock that is equal to  o r in excess o f 5% o f a preferred shareho lder’s adjusted tax basis (o r fair market
value upon the shareho lder’s e lection) in such preferred share. In addition, extrao rdinary dividends include dividends received within a
one year period that, in the aggregate , equal o r exceed 20% of a shareho lder’s adjusted tax basis (o r fair market value). If we pay an
extrao rdinary dividend on our Series C Preferred Shares that is treated as qualified dividend income, then any lo ss recognized by a U.S.
Individual Ho lder from the sale  o r exchange o f such Series C Preferred Shares will be treated as long-term capital lo ss to  the extent o f
the amount o f such dividend.

Certain U.S. Individual Ho lders will be subject to  a 3.8% tax on certain investment income, including  dividends, fo r taxable
years beg inning  after December 31, 2012.

Sale, Exchange or Other Disposition of Our Series C Preferred Shares

Subject to  the discussion o f PFICs, below, a U.S. Ho lder generally recognizes capital gain o r lo ss upon a sale , exchange o r
o ther disposition o f our Series C Preferred Shares in an amount equal to  the difference between the amount realized by the U.S. Ho lder
from such sale , exchange o r o ther disposition and the U.S. Ho lder’s tax basis in such shares.

Subject to  the discussion o f extrao rdinary dividends above, gain o r lo ss recognized upon a sale , exchange o r o ther
disposition o f our Series C Preferred Shares will be (i) treated as long-term capital gain o r lo ss if the U.S. Ho lder’s ho lding  period is
g reater than one year at the time o f the sale , exchange o r o ther disposition and (ii) generally treated as U.S. source income o r lo ss, as
applicable , fo r fo reign tax credit purposes. Certain U.S. Ho lders, including  individuals, may be elig ible  fo r preferential rates o f U.S.
federal income tax in respect o f long-term capital gains. A U.S. Ho lder’s ability to  deduct capital lo sses is subject to  certain limitations.
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Certain U.S. Individual Ho lders will be subject to  a 3.8% tax on certain investment income, including  gain from the disposition
of our Series C Preferred Shares, fo r taxable  years beg inning  after December 31, 2012.

Consequences of Possible CFC Classification

If CFC Shareho lders (generally, U.S. Ho lders who  each own, directly, indirectly o r constructively, 10% or more o f the to tal
combined vo ting  power o f all c lasses o f our outstanding  shares entitled to  vo te) own directly, indirectly o r constructively more than 50
percent o f e ither the to tal combined vo ting  power o f all c lasses o f our outstanding  shares entitled to  vo te  o r the to tal value o f all o f our
outstanding  shares, we generally would be treated as a contro lled fo reign co rporation, o r a CFC.

CFC Shareho lders are  treated as receiving  current distributions o f their respective share o f certain income o f the CFC without
regard to  any actual distributions. In addition, CFC Shareho lders are  subject to  certain burdensome U.S. federal income tax and
administrative requirements but generally are  no t also  subject to  the requirements generally applicable  to  shareho lders o f a PFIC (as
discussed below). In addition, a person who  is o r has been a CFC Shareho lder may recognize o rdinary income on the disposition o f
shares o f the CFC. Although we do  no t believe we are  o r will become a CFC, U.S. persons purchasing  a substantial interest in us should
consider the po tential implications o f being  treated as a CFC Shareho lder in the event we become a CFC in the future .

The U.S. federal income tax consequences to  U.S. Ho lders who  are  no t CFC Shareho lders would no t change in the event we
become a CFC in the future .

PFIC Status and Significant Tax Consequences

Special and adverse U.S. federal income tax rules apply to  a U.S. Ho lder that ho lds stock in a non-U.S. entity treated as a
co rporation and classified as a PFIC fo r U.S. federal income tax purposes. In general, we will be treated as a PFIC fo r any taxable  year
in which either (i) at least 75% of our g ross income (including  the g ross income o f certain o f our subsidiaries) consists o f passive
income (e.g., dividends, interest, capital gains and rents derived o ther than in the active conduct o f a rental business), o r (ii) at least
50% of the average value o f the assets held by us (including  the assets o f certain o f our subsidiaries) is attributable  to  assets that
produce passive income o r are  held fo r the production o f passive income. Fo r purposes o f determining  whether we are  a PFIC, income
earned, o r deemed earned, by us in connection with the perfo rmance o f services would no t constitute  passive income.

There are  legal uncertainties invo lved in determining  whether the income derived from our time chartering  activities
constitutes rental income o r income derived from the perfo rmance o f services, including  the decision in Tidewater Inc. v. United
States, 565 F.3d 299 (5th Cir. 2009), which held that income derived from certain time-chartering  activities should be treated as rental
income rather than services income fo r purposes o f a fo reign sales co rporation provision o f the Code. However, the IRS stated in an
Action on Decision (AOD 2010-01) that it disag rees with, and will no t acquiesce to , the way that the rental versus services framework
was applied to  the facts in the Tidewater decision, and in its discussion stated that the time charters at issue in Tidewater would be
treated as producing  services income fo r PFIC purposes. The IRS’s statement with respect to  Tidewater canno t be relied upon o r
o therwise cited as precedent by taxpayers. Consequently, in the absence o f any binding  legal autho rity specifically relating  to  the
statuto ry provisions governing  PFICs, there  can be no  assurance that the IRS o r a court would no t fo llow the Tidewater decision in
interpreting  the PFIC provisions o f the Code. Nevertheless, based on the current composition o f our assets and operations (and that o f
our subsidiaries), we intend to  take the position that we are  no t now and have never been a PFIC, and our counsel, Perkins Co ie LLP, is
o f the opinion that we should no t be a PFIC based on applicable  law, including  the Code, leg islative histo ry, published revenue rulings
and court decisions, and representations we have made to  them
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regarding  the composition o f our assets, the source o f our income and the nature o f our activities and o ther operations fo llowing  this
o ffering , including :
 
 •  All time charters we have entered into  are  substantially similar to  those we have provided to  Perkins Co ie LLP:
 

 
•  The income from our chartering  activities with CSCL Asia, COSCON, MOL, APM, K-Line, CSAV, and UASC will be

g reater than 25% of our to tal g ross income at all re levant times;
 

 
•  The g ross value o f our vessels chartered to  CSCL Asia, COSCON, MOL, APM, K-Line, CSAV, and UASC will exceed

the g ross value o f all o ther assets we own at all re levant times;
 

 
•  The estimated useful life  o f each o f our vessels subject to  a time charter will be 30 years from the date  o f delivery under

the charter; and
 

 
•  The to tal payments due to  us under the charters are  substantially in excess o f the bareboat charter rate  fo r comparable

vessels in effect at the time the time charters were executed.

An opinion o f counsel represents only that counsel’s best legal judgment and does no t bind the IRS o r the courts.
According ly, the opinion o f Perkins Co ie LLP may no t be sustained by a court if contested by the IRS. Further, although we intend to
conduct our affairs in a manner to  avo id being  classified as a PFIC with respect to  any taxable  year, there  can be no  assurance that the
nature o f our operations, and therefo re the composition o f our income and assets, will remain the same in the future . Moreover, the
market value o f our stock may be treated as reflecting  the value o f our assets at any g iven time. Therefo re, a decline in the market
value o f our stock (which is no t within our contro l) may impact the determination o f whether we are  a PFIC. Because our status as a
PFIC fo r any taxable  year will no t be determinable  until after the end o f the taxable  year, there  can be no  assurance that we will no t be
considered a PFIC fo r any future  taxable  year.

As discussed more fully below, if we were to  be treated as a PFIC fo r any taxable  year, a U.S. Ho lder generally would be
subject to  one o f three different U.S. income tax reg imes, depending  on whether the U.S. Ho lder makes certain elections.

Taxation of U.S. Holders Making a Timely QEF Election

If we were classified as a PFIC fo r a taxable  year, a U.S. Ho lder making  a timely election to  treat us as a “Qualified Electing
Fund” fo r U.S. tax purposes, o r a QEF Election, would be required to  report his pro  rata share o f our o rdinary earnings and our net capital
gain, if any, fo r our taxable  year that ends with o r within the U.S. Ho lder’s taxable  year regardless o f whether the U.S. Ho lder received
distributions from us in that year. Such pro  rata share would no t exceed the income allocable  to  dividends on our Series C Preferred
Shares, although o rdinary earnings could be allocated to  a shareho lder in the taxable  year befo re the dividend is paid. Such income
inclusions would no t be elig ible  fo r the preferential tax rates applicable  to  qualified dividend income. The U.S. Ho lder’s adjusted tax
basis in our Series C Preferred Shares would be increased to  reflect taxed but undistributed earnings and pro fits, and distributions o f
earnings and pro fits that had previously been taxed would no t be taxed again when distributed but would result in a co rresponding
reduction in the U.S. Ho lder’s adjusted tax basis in our Series C Preferred Shares. The U.S. Ho lder generally would recognize capital
gain o r lo ss on the sale , exchange o r o ther disposition o f our Series C Preferred Shares.

A U.S. Ho lder would make a QEF Election with respect to  any year that we are  a PFIC by filing  one copy o f IRS Form 8621
with his U.S. federal income tax return and a second copy in acco rdance with the instructions to  such fo rm. However, a U.S. Ho lder’s
QEF Election will no t be effective unless we annually provide the U.S. Ho lder with certain info rmation concerning  our income and gain,
calculated in acco rdance with the Code, to  be included with the U.S. Ho lder’s U.S. federal income tax return. We have no t provided our
U.S. Ho lders with such info rmation in prio r taxable  years and do  no t intend to  provide such info rmation in the current
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taxable  year. According ly, you will no t be able  to  make an effective QEF Election at this time. If, contrary to  our expectations, we
determine that we are  o r will be a PFIC fo r any taxable  year, we will provide U.S. Ho lders with the info rmation necessary to  make an
effective QEF Election with respect to  our Series C Preferred Shares.

Taxation of U.S. Holders Making a “Mark-to-Market” Election

Alternatively, if we were to  be treated as a PFIC fo r any taxable  year and, as we believe, our Series C Preferred Shares are
treated as “marketable  stock,” then a U.S. Ho lder would be allowed to  make a “mark-to -market” election with respect to  our Series C
Preferred Shares, provided the U.S. Ho lder completes and files IRS Form 8621 in acco rdance with the relevant instructions. If that
election is made, the U.S. Ho lder generally would include as o rdinary income in each taxable  year the excess, if any, o f the fair market
value o f our Series C Preferred Shares at the end o f the taxable  year over the U.S. Ho lder’s adjusted tax basis in our Series C Preferred
Shares. The U.S. Ho lder also  would be permitted an o rdinary lo ss in respect o f the excess, if any, o f the U.S. Ho lder’s adjusted tax
basis in our Series C Preferred Shares over the fair market value thereo f at the end o f the taxable  year (but only to  the extent o f the net
amount previously included in income as a result o f the mark-to -market e lection). The U.S. Ho lder’s tax basis in our Series C Preferred
Shares would be adjusted to  reflect any such income o r lo ss recognized. Gain realized on the sale , exchange o r o ther disposition o f
our Series C Preferred Shares would be treated as o rdinary income, and any lo ss realized on the sale , exchange o r o ther disposition o f
our Series C Preferred Shares would be treated as o rdinary lo ss to  the extent that such lo ss does no t exceed the net mark-to -market
gains previously included in income by the U.S. Ho lder. Because the mark-to -market e lection only applies to  marketable  stock,
however, it would no t apply to  a U.S. Ho lder’s indirect interest in any o f our subsidiaries that were also  determined to  be PFICs.

Taxation of U.S. Holders Not Making a Timely QEF Election or Mark-to-Market Election

Finally, if we were to  be treated as a PFIC fo r any taxable  year and if a U.S. Ho lder did no t make either a QEF Election o r a
mark-to -market e lection fo r that year, the U.S. Ho lder would be subject to  special rules resulting  in increased tax liability with respect to
(i) any excess distribution (i.e., the po rtion o f any distributions received by the U.S. Ho lder on our Series C Preferred Shares in a taxable
year in excess o f 125% of the average annual distributions received by the U.S. Ho lder in the three preceding  taxable  years, o r, if
sho rter, the U.S. Ho lder’s ho lding  period fo r our Series C Preferred Shares), and (ii) any gain realized on the sale , exchange o r o ther
disposition o f our Series C Preferred Shares. Under these special rules:
 

 
•  the excess distribution o r gain would be allocated ratably over the U.S. Ho lder’s agg regate  ho lding  period fo r our Series

C Preferred Shares;
 

 
•  the amount allocated to  the current taxable  year and any taxable  year prio r to  the year we were first treated as a PFIC with

respect to  the U.S. Ho lder would be taxed as o rdinary income;
 

 
•  the amount allocated to  each o ther taxable  year would be subject to  tax at the highest rate  o f tax in effect fo r the

applicable  class o f taxpayers fo r that year, and
 

 
•  an interest charge fo r the deemed deferral benefit would be imposed with respect to  the resulting  tax attributable  to  each

such o ther taxable  year.

If the U.S. Ho lder is an individual who  dies while  owning  our Series C Preferred Shares, such shareho lder’s successo r
generally would no t receive a step-up in tax basis with respect to  such shares. In addition, if we were treated as a PFIC fo r any taxable
year after 2010, a U.S. Ho lder would be required to  file  an annual report with the IRS fo r that year with respect to  the U.S. Ho lder’s
Series C Preferred Shares.

U.S. Ho lders are urged to  consult their own tax advisors regarding  the applicability, availability and advisability o f,
and procedure for, making  QEF Elections, mark- to - market elections and o ther available elections with respect to  us, and
the U.S. federal income tax consequences o f making  such elections.
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U.S. Return Disclosure Requirements for U.S. Individual Holders

U.S. individuals that ho ld certain specified fo reign financial assets, which include stock in a fo reign co rporation, may be
subject to  additional U.S. re turn disclosure obligations (and related penalties fo r failure  to  disclose). Investo rs are  encouraged to
consult with their own tax adviso rs regarding  the possible  application o f this disclosure requirement to  their investment in our Series C
Preferred Shares.

U.S. Federal Income Taxation o f Non- U.S. Ho lders

A beneficial owner o f our Series C Preferred Shares (o ther than a partnership o r an entity o r arrangement treated as a
partnership fo r U.S. federal income tax purposes) that is no t a U.S. Ho lder is referred to  herein as a non-U.S. Ho lder.

Distributions

In general, a non-U.S. Ho lder is no t subject to  U.S. federal income tax on distributions received from us with respect to  our
Series C Preferred Shares unless the distributions are  effectively connected with the non-U.S. Ho lder’s conduct o f a trade o r business
within the United States (and, if required by an applicable  income tax treaty, are  attributable  to  a permanent establishment that the non-
U.S. Ho lder maintains in the United States).

Sale, Exchange or Other Disposition

In general, a non-U.S. Ho lder is no t subject to  U.S. federal income tax on any gain resulting  from the disposition o f our Series
C Preferred Shares unless (i) such gain is effectively connected with the non-U.S. Ho lder’s conduct o f a trade o r business in the United
States (and, if required by an applicable  income tax treaty, is attributable  to  a permanent establishment that the shareho lder maintains in
the United States) o r (ii) the shareho lder is an individual who  is present in the United States fo r 183 days o r more during  the taxable  year
in which those shares are  disposed (and certain o ther requirements are  met).

Backup Withho lding  and Information Reporting

In general, payments o f distributions o r the proceeds o f a disposition o f our Series C Preferred Shares to  a non-co rporate
U.S. Ho lder will be subject to  info rmation reporting  requirements. These payments to  a non-co rporate  U.S. Ho lder also  may be subject
to  backup withho lding  if the U.S. Ho lder:
 
 •  fails to  provide an accurate  taxpayer identification number;
 

 
•  is no tified by the IRS that he has failed to  report all interest o r co rporate  distributions required to  be shown on his U.S.

federal income tax returns; o r
 
 •  in certain circumstances, fails to  comply with applicable  certification requirements.

Non-U.S. Ho lders may be required to  establish their exemption from info rmation reporting  and backup withho lding  on
payments made to  them within the United States by certifying  their status on an IRS Form W-8BEN, W-8ECI o r W-8IMY, as applicable .

Backup withho lding  is no t an additional tax. Rather, a shareho lder generally may obtain a credit fo r any amount withheld against
his liability fo r U.S. federal income tax (and obtain a refund o f any amounts withheld in excess o f such liability) by timely filing  U.S.
federal income tax return with the IRS.
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NON- UNITED STATES TAX CONSEQUENCES

Marshall Islands Tax Consequences

The fo llowing  discussion is the opinion o f Reeder & Simpson, P.C., our counsel as to  matters o f the laws o f the Republic  o f
the Marshall Islands, and the current laws o f the Republic  o f the Marshall Islands applicable  to  persons who  do  no t reside in, maintain
o ffices in o r engage in business in the Republic  o f the Marshall Islands.

Because we do  no t, and we do  no t expect that we will, conduct business o r operations in the Republic  o f the Marshall Islands,
and because all documentation related to  this o ffering  will be executed outside o f the Republic  o f the Marshall Islands, under current
Marshall Islands law you will no t be subject to  Marshall Islands taxation o r withho lding  on distributions, including  upon a return o f capital,
we make to  you as a shareho lder. In addition, you will no t be subject to  Marshall Islands stamp, capital gains o r o ther taxes on the
purchase, ownership o r disposition o f Series C Preferred Shares, and you will no t be required by the Republic  o f the Marshall Islands to
file  a tax return relating  to  the Series C Preferred Shares.

Each prospective shareho lder is urged to  consult his tax counsel o r o ther adviso r with regard to  the legal and tax
consequences, under the laws o f pertinent jurisdictions, including  the Marshall Islands, o f his investment in us. Further, it is the
responsibility o f each shareho lder to  file  all state , local and non-U.S., as well as U.S. federal tax returns that may be required o f him.

Canadian Federal Income Tax Consequences

The fo llowing  discussion is the opinion o f Farris, Vaughan, Wills & Murphy LLP, our Canadian tax counsel, as to  the material
Canadian federal income tax consequences under the Income Tax Act (Canada) (the Canada Tax Act), as o f the date  o f this
prospectus, that we believe are  relevant to  ho lders o f Series C Preferred Shares acquired in this o ffering  who  are , at all re levant times,
fo r the purposes o f the Canada Tax Act and the Canada-United States Tax Convention 1980 (the Canada-U.S. Treaty) resident only in
the United States who  are  “qualifying  persons” fo r purposes o f the Canada-U.S. Treaty and who  deal at arm’s leng th with us (U.S.
Resident Ho lders). Ho lders that are  United States limited liability companies should consult their own tax adviso rs.

Subject to  the assumptions below, under the Canada Tax Act, no  taxes on income (including  taxable  capital gains and
withho lding  tax on dividends) are  payable  by U.S. Resident Ho lders in respect o f the acquisition, ho lding , disposition o r redemption o f
our shares. This opinion is based upon the assumptions that we are  no t a resident o f Canada and such U.S. Resident Ho lders do  no t have,
and have no t had, fo r the purposes o f the Canada-U.S. Treaty, a permanent establishment in Canada to  which such shares pertain and, in
addition, do  no t use o r ho ld and are  no t deemed o r considered to  use o r ho ld such shares in the course o f carrying  on a business in
Canada. We will no t be resident in Canada in a taxation year if our principal business is the operation o f ships that are  used primarily in
transporting  passengers o r goods in international traffic , all o r substantially all o f our g ross revenue fo r the year consists o f g ross
revenue from the operation o f ships in transporting  passengers o r goods in that international traffic , and we were no t g ranted artic les o f
continuance in Canada befo re the end o f the year. Please read “Business—Taxation o f the Company—Canadian Taxation” fo r a further
discussion, separate  from this opinion, o f the tax consequences o f us becoming  a resident o f Canada.

Each prospective shareho lder is urged to  consult his tax counsel o r o ther adviso r with regard to  the legal and tax
consequences, under the laws o f pertinent jurisdictions, including  Canada, o f his investment in us. Further, it is the responsibility o f each
shareho lder to  file  all state , local and non-U.S., as well as U.S. federal tax returns that may be required o f him.
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OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

We estimate the expenses in connection with the issuance and distribution o f our Series C Preferred Shares, o ther than
underwriting  discounts and commissions, as fo llows:
 
Printing  and Engraving  Expenses    100,000  
Legal Fees and Expenses    400,000  
Accountants’ Fees and Expenses    100,000  
The New York Stock Exchange Listing  Fee    20,000  
Transfer Agent Fees and Expenses    4 ,000  
Miscellaneous Costs    20,000  
To tal   $644 ,000  
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UNDERWRITING

Merrill Lynch, Pierce, Fenner & Smith Inco rporated is acting  as so le-bookrunning  manager and structuring  agent o f the
o ffering  and as representative o f each o f the underwriters named below. Subject to  the terms and conditions set fo rth in an underwriting
agreement among  us and the underwriters, we have ag reed to  sell to  the underwriters, and each o f the underwriters has ag reed,
severally and no t jo intly, to  purchase from us, the number o f shares o f Series C Preferred Shares set fo rth opposite  its name below.
 

Unde rwrite r   
Numbe r of

S hare s  
Merrill Lynch, Pierce, Fenner & Smith

Incorporated    7,400,000  
Citig roup Global Markets Inc.    736,667  
Credit Suisse Securities (USA) LLC    736,667  
Dahlman Rose & Company, LLC    693,332  
BNP Paribas Securities Corp.    216,667  
DnB NOR Markets, Inc.    216,667  

To tal    10,000,000  

Subject to  the terms and conditions set fo rth in the underwriting  ag reement, the underwriters have ag reed, severally and no t
jo intly, to  purchase all o f the Series C Preferred Shares so ld under the underwriting  ag reement if any o f these Series C Preferred Shares
are  purchased. If an underwriter defaults, the underwriting  ag reement provides that the purchase commitments o f the non-defaulting
underwriters may be increased o r the underwriting  ag reement may be terminated.

We have ag reed to  indemnify the underwriters against certain liabilities, including  liabilities under the Securities Act, o r to
contribute  to  payments the underwriters may be required to  make in respect o f those liabilities.

The underwriters are  o ffering  the Series C Preferred Shares, subject to  prio r sale , when, as and if issued to  and accepted by
them, subject to  approval o f legal matters by their counsel, including  the validity o f the Series C Preferred Shares, and o ther conditions
contained in the underwriting  ag reement, such as the receipt by the underwriters o f o fficer’s certificates and legal opinions. The
underwriters reserve the right to  withdraw, cancel o r modify o ffers to  the public  and to  reject o rders in who le o r in part.

Commissions and Discounts

The representative has advised us that the underwriters propose initially to  o ffer the Series C Preferred Shares to  the public  at
the public  o ffering  price set fo rth on the cover page o f this prospectus and to  dealers at that price less a concession no t in excess o f
$0.50 per Series C Preferred Share. The underwriters may allow, and the dealers may reallow, a discount no t in excess o f $0.25 per
share to  o ther dealers. After the initial o ffering , the public  o ffering  price, concession o r any o ther term o f the o ffering  may be
changed.

The fo llowing  table  shows the public  o ffering  price, underwriting  discount and proceeds befo re expenses to  us.
 

   
Pe r S e rie s  C

Pre fe rre d S hare  
Public  o ffering  price   $ 25.00  
Underwriting  discount   $ 0.875  
Proceeds, befo re expenses, to  us   $ 24 .125  

The expenses o f the o ffering , no t including  the underwriting  discount, are  estimated at $644 ,000 and are  payable  by us.
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New York Stock Exchange Listing

No market currently exists fo r our Series C Preferred Shares. We intend to  apply to  list our Series C Preferred Shares on the
NYSE. If the application is approved, trading  o f the Series C Preferred Shares is expected to  commence within 30 days after the initial
delivery o f the Series C Preferred Shares. The underwriters have advised us that they intend to  make a market in the Series C Preferred
Shares prio r to  commencement o f any trading  on the New York Stock Exchange, but are  no t obligated to  do  so  and may discontinue
market making  at any time without no tice. No  assurance can be g iven as to  the liquidity o f the trading  market fo r the Series C Preferred
Shares.

Price Stabilization, Short Positions

Until the distribution o f the Series C Preferred Shares is completed, SEC rules may limit underwriters and selling  g roup
members from bidding  fo r and purchasing  our Series C Preferred Shares. However, the representative may engage in transactions that
stabilize  the price o f the Series C Preferred Shares, such as bids o r purchases to  peg , fix o r maintain that price.

In connection with the o ffering , the underwriters may purchase and sell our Series C Preferred Shares in the open market.
These transactions may include sho rt sales, purchases on the open market to  cover positions created by sho rt sales and stabiliz ing
transactions. Short sales invo lve the sale  by the underwriters o f a g reater number o f Series C Preferred Shares than they are  required to
purchase in the o ffering . Stabiliz ing  transactions consist o f various bids fo r o r purchases o f Series C Preferred Shares made by the
underwriters in the open market prio r to  the completion o f the o ffering .

Similar to  o ther purchase transactions, the underwriters’ purchases to  cover the syndicate  sho rt sales may have the effect o f
raising  o r maintaining  the market price o f our Series C Preferred Shares o r preventing  o r retarding  a decline in the market price o f our
Series C Preferred Shares. As a result, the price o f our Series C Preferred Shares may be higher than the price that might o therwise exist
in the open market. The underwriters may conduct these transactions on the New York Stock Exchange, in the over-the-counter market
o r o therwise.

Neither we no r any o f the underwriters make any representation o r prediction as to  the direction o r magnitude o f any effect
that the transactions described above may have on the price o f our Series C Preferred Shares. In addition, neither we no r any o f the
underwriters make any representation that the representative will engage in these transactions o r that these transactions, once
commenced, will no t be discontinued without no tice.

Electronic Offer, Sale  and Distribution o f Shares

In connection with the o ffering , certain o f the underwriters o r securities dealers may distribute  prospectuses by electronic
means, such as e-mail. In addition, Merrill Lynch, Pierce, Fenner & Smith Inco rporated may facilitate  Internet distribution fo r this
o ffering  to  certain o f its Internet subscription customers. Merrill Lynch, Pierce, Fenner & Smith Inco rporated may allocate  a limited
number o f shares fo r sale  to  its online brokerage customers. An electronic  prospectus may be available  on the Internet web site
maintained by Merrill Lynch, Pierce, Fenner & Smith Inco rporated. Other than the prospectus in electronic  fo rmat, the info rmation on
the Merrill Lynch, Pierce, Fenner & Smith Inco rporated web site  is no t part o f this prospectus.

Conflicts o f Interest

Affiliates o f BNP Paribas Securities Corp., Citig roup Global Markets Inc., Credit Suisse Securities (USA) LLC and DnB NOR
Markets, Inc. are  lenders under certain o f our credit facilities. As described under “Use o f Proceeds,” we will use the net proceeds
from this o ffering  fo r general co rporate  purposes, which may include vessel acquisitions o r investments, and funding  capital
expenditures o r working  capital needs. Pending  the application o f funds fo r these purposes, we may repay a po rtion o f our outstanding
debt under certain o f our revo lving  credit facilities. As a result, BNP Paribas Securities Corp., Citig roup Global Markets Inc., Credit
Suisse Securities (USA) LLC and DnB NOR Markets, Inc. o r their respective affiliates may receive proceeds
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from this o ffering . Because this o ffering  is being  made in compliance with the requirements o f FINRA Rule 5121, a qualified
independent underwriter is no t required.

Some o f the underwriters and their affiliates have engaged in, and may in the future  engage in, investment banking  and o ther
commercial dealings in the o rdinary course o f business with us o r our affiliates. They have received, o r may in the future  receive,
customary fees and commissions fo r these transactions.

In addition, in the o rdinary course o f their business activities, the underwriters and their affiliates may make o r ho ld a broad
array o f investments and actively trade debt and equity securities (o r re lated derivative securities) and financial instruments (including
bank loans) fo r their own account and fo r the accounts o f their customers. Such investments and securities activities may invo lve
securities o r instruments o f ours o r our affiliates. The underwriters and their affiliates may also  make investment recommendations o r
publish o r express independent research views in respect o f such securities o r financial instruments and may ho ld, o r recommend to
clients that they acquire , long  o r sho rt positions in such securities and instruments.

Notice to  Prospective Investors in the EEA

In relation to  each member state  o f the European Economic Area which has implemented the Prospectus Directive (each, a
“Relevant Member State”), including  each Relevant Member State  that has implemented the 2010 PD Amending  Directive with regard
to  persons to  whom an o ffer o f the Series C Preferred Shares is addressed and the denomination per unit o f the o ffer o f securities
(each, an “Early Implementing  Member State”), with effect from and including  the date  on which the Prospectus Directive is
implemented in that Relevant Member State  (the “Relevant Implementation Date”), no  o ffer o f the Series C Preferred Shares will be
made to  the public  in that Relevant Member State  (o ther than o ffers (the “Permitted Public  Offers”) where a prospectus will be
published in relation to  the Series C Preferred Shares that has been approved by the competent autho rity in a Relevant Member State  o r,
where appropriate , approved in ano ther Relevant Member State  and no tified to  the competent autho rity in that Relevant Member State ,
all in acco rdance with the Prospectus Directive), except that with effect from and including  that Relevant Implementation Date, o ffers
o f Series C Preferred Shares may be made to  the public  in that Relevant Member State  at any time:
 
 A. to  “qualified investo rs” as defined in the Prospectus Directive, including :
 

 

(a) (in the case o f Relevant Member States o ther than Early Implementing  Member States), legal entities which are
autho rized o r regulated to  operate  in the financial markets o r, if no t so  autho rized o r regulated, whose co rporate
purpose is so lely to  invest in securities, o r any legal entity which has two  o r more o f (i) an average o f at least 250
employees during  the last financial year; (ii) a to tal balance sheet o f more than €43.0 million and (iii) an annual
turnover o f more than €50.0 million as shown in its last annual o r conso lidated accounts; o r

 

 

(b) (in the case o f Early Implementing  Member States), persons o r entities that are  described in po ints (1) to  (4 ) o f
Section I o f Annex II to  Directive 2004 /39/EC, and those who  are  treated on request as pro fessional c lients in
acco rdance with Annex II to  Directive 2004 /39/EC, o r recognized as e lig ible  counterparties in acco rdance with
Artic le  24  o f Directive 2004 /39/EC unless they have requested that they be treated as non-pro fessional c lients; o r

 

 
B. to  fewer than 100 (o r, in the case o f Early Implementing  Member States, 150) natural o r legal persons (o ther than

“qualified investo rs” as defined in the Prospectus Directive), as permitted in the Prospectus Directive, subject to
obtaining  the prio r consent o f the representatives fo r any such o ffer; o r

 
 C. in any o ther c ircumstances falling  within Artic le  3(2) o f the Prospectus Directive,

provided that no  such o ffer o f Series C Preferred Shares shall result in a requirement fo r the publication o f a prospectus pursuant to
Artic le  3 o f the Prospectus Directive o r o f a supplement to  a prospectus pursuant to  Artic le  16 o f the Prospectus Directive.
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Each person in a Relevant Member State  (o ther than a Relevant Member State  where there  is a Permitted Public  Offer) who
initially acquires any Series C Preferred Shares o r to  whom any o ffer is made will be deemed to  have represented, acknowledged and
agreed that (A) it is a “qualified investo r”, and (B) in the case o f any Series C Preferred Shares acquired by it as a financial intermediary,
as that term is used in Artic le  3(2) o f the Prospectus Directive, (x) the Series C Preferred Shares acquired by it in the o ffering  have no t
been acquired on behalf o f, no r have they been acquired with a view to  their o ffer o r resale  to , persons in any Relevant Member State
o ther than “qualified investo rs” as defined in the Prospectus Directive, o r in c ircumstances in which the prio r consent o f the Subscribers
has been g iven to  the o ffer o r resale , o r (y) where Series C Preferred Shares have been acquired by it on behalf o f persons in any
Relevant Member State  o ther than “qualified investo rs” as defined in the Prospectus Directive, the o ffer o f those Series C Preferred
Shares to  it is no t treated under the Prospectus Directive as having  been made to  such persons.

For the purpose o f the above provisions, the expression “an o ffer to  the public” in relation to  any Series C Preferred Shares in
any Relevant Member State  means the communication in any fo rm and by any means o f suffic ient info rmation on the terms o f the o ffer
o f any Series C Preferred Shares to  be o ffered so  as to  enable  an investo r to  decide to  purchase any Series C Preferred Shares, as the
same may be varied in the Relevant Member State  by any measure implementing  the Prospectus Directive in the Relevant Member
State  and the expression “Prospectus Directive” means Directive 2003/71 EC (including  the 2010 PD Amending  Directive, in the case
o f Early Implementing  Member States) and includes any relevant implementing  measure in each Relevant Member State  and the
expression “2010 PD Amending  Directive” means Directive 2010/73/EU.

Notice to  Prospective Investors in Switzerland

The Series C Preferred Shares may no t be publicly o ffered in Switzerland and will no t be listed on the SIX Swiss Exchange, o r
SIX, o r on any o ther stock exchange o r regulated trading  facility in Switzerland. This document has been prepared without regard to  the
disclosure standards fo r issuance prospectuses under art. 652a o r art. 1156 o f the Swiss Code o f Obligations o r the disclosure
standards fo r listing  prospectuses under art. 27 ff. o f the SIX Listing  Rules o r the listing  rules o f any o ther stock exchange o r regulated
trading  facility in Switzerland. Neither this document no r any o ther o ffering  o r marketing  material re lating  to  the Series C Preferred
Shares o r the o ffering  may be publicly distributed o r o therwise made publicly available  in Switzerland.

Neither this document no r any o ther o ffering  o r marketing  material re lating  to  the o ffering , us, the Series C Preferred Shares
have been o r will be filed with o r approved by any Swiss regulato ry autho rity. In particular, this document will no t be filed with, and the
o ffer o f Series C Preferred Shares will no t be supervised by, the Swiss Financial Market Superviso ry Authority FINMA, o r FINMA, and
the o ffer o f Series C Preferred Shares has no t been and will no t be autho rized under the Swiss Federal Act on Co llective Investment
Schemes, o r CISA. The investo r pro tection affo rded to  acquirers o f interests in co llective investment schemes under the CISA does
no t extend to  acquirers o f Series C Preferred Shares.

Notice to  Prospective Investors in the Dubai International Financial Centre

This document relates to  an Exempt Offer in acco rdance with the Offered Securities Rules o f the Dubai Financial Services
Authority, o r DFSA. This document is intended fo r distribution only to  persons o f a type specified in the Offered Securities Rules o f
the DFSA. It must no t be delivered to , o r re lied on by, any o ther person. The DFSA has no  responsibility fo r reviewing  o r verifying  any
documents in connection with Exempt Offers. The DFSA has no t approved this document no r taken steps to  verify the info rmation set
fo rth herein and has no  responsibility fo r it. The Series C Preferred Shares to  which this document relates may be illiquid o r subject to
restric tions on their resale . Prospective purchasers o f the Series C Preferred Shares o ffered should conduct their own due diligence on
the Series C Preferred Shares. If you do  no t understand the contents o f this document, you should consult an autho rized financial
adviso r.
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Notice to  Prospective Investors in Hong  Kong

This document has no t been approved by o r reg istered with the Securities and Futures Commission o f Hong  Kong  o r the
Reg istrar o f Companies o f Hong  Kong . The Series C Preferred Shares will no t be o ffered o r so ld in Hong  Kong  o ther than (a) to
“pro fessional investo rs” as defined in the Securities and Futures Ordinance (Cap. 571) o f Hong  Kong  and any rules made under that
Ordinance; o r (b) in o ther c ircumstances which do  no t result in the document being  a “prospectus” as defined in the Companies
Ordinance (Cap. 32) o f Hong  Kong  o r which do  no t constitute  an o ffer to  the public  within the meaning  o f that Ordinance. No
advertisement, invitation o r document relating  to  the Series C Preferred Shares that is directed at, o r the contents o f which are  likely to
be accessed o r read by, the public  o f Hong  Kong  (except if permitted to  do  so  under the securities laws o f Hong  Kong) has been
issued o r will be issued in Hong  Kong  o r e lsewhere o ther than with respect to  Series C Preferred Shares that are  o r are  intended to  be
disposed o f only to  persons outside Hong  Kong  o r only to  “pro fessional investo rs” as defined in the Securities and Futures Ordinance
and any rules made under that Ordinance.

Notice to  Prospective Investors in Singapore

This document has no t been reg istered as a prospectus with the Monetary Authority o f Singapore. According ly,
this document and any o ther document o r material in connection with the o ffer o r sale , o r invitation fo r subscription o r purchase, o f
the Series C Preferred Shares may no t be circulated o r distributed, no r may the Series C Preferred Shares be o ffered o r so ld, o r be
made the subject o f an invitation fo r subscription o r purchase, whether directly o r indirectly, to  persons in Singapore o ther than (i) to  an
institutional investo r under Section 274  o f the Securities and Futures Act (Chapter 289) (the “SFA”), (ii) to  a relevant person, o r any
person pursuant to  Section 275(1A), and in acco rdance with the conditions, specified in Section 275 o f the SFA o r (iii) o therwise
pursuant to , and in acco rdance with the conditions o f, any o ther applicable  provision o f the SFA. Where the Series C Preferred Shares
are  subscribed o r purchased under Section 275 by a relevant person which is: (a) a co rporation (which is no t an accredited investo r) the
so le  business o f which is to  ho ld investments and the entire  share capital o f which is owned by one o r more individuals, each o f whom is
an accredited investo r; o r (b) a trust (where the trustee is no t an accredited investo r) whose so le  purpose is to  ho ld investments and
each beneficiary is an accredited investo r, then securities, debentures and units o f securities and debentures o f that co rporation o r the
beneficiaries’ rights and interest in that trust shall no t be transferable  fo r 6 months after that co rporation o r that trust has acquired
the Series C Preferred Shares under Section 275 except: (i) to  an institutional investo r under Section 274  o f the SFA o r to  a relevant
person, o r any person pursuant to  Section 275(1A), and in acco rdance with the conditions, specified in Section 275 o f the SFA; (ii)
where no  consideration is g iven fo r the transfer; o r (iii) by operation o f law.

Notice to  Prospective Investors in Japan

The Series C Preferred Shares have no t been and will no t be reg istered under the Financial Instruments and Exchange Law o f
Japan (Law No . 25 o f 1948, as amended) and, acco rding ly, will no t be o ffered o r so ld, directly o r indirectly, in Japan, o r fo r the benefit
o f any Japanese Person o r to  o thers fo r re-o ffering  o r resale , directly o r indirectly, in Japan o r to  any Japanese Person, except in
compliance with all applicable  laws, regulations and ministerial guidelines promulgated by relevant Japanese governmental o r
regulato ry autho rities in effect at the relevant time. Fo r the purposes o f this parag raph, “Japanese Person” shall mean any person
resident in Japan, including  any co rporation o r o ther entity o rganized under the laws o f Japan.

Notice to  Prospective Investors in the People’s Republic  o f China

This document has no t been filed with o r approved by the People’s Republic  o f China (fo r such purposes, no t including  Hong
Kong  and Macau Special Administrative Reg ions o r Taiwan) autho rities, and is no t an o ffer o f securities (whether public  o ffering  o r
private  placement) within the meaning  o f the Securities Law o r o ther pertinent laws and regulations o f the People’s Republic  o f China.
This document shall no t be o ffered to  the general public  if used within the People’s Republic  o f China, and the Series C Preferred
Shares so  o ffered canno t be so ld to  anyone that is no t a qualified purchaser o f the People’s Republic  o f China.
 

S-139



Table of  Contents

Settlement

We expect that delivery o f the Series C Preferred Shares will be made against payment therefo r on o r about the date
specified on the cover page o f this prospectus supplement, which will be the five business days fo llowing  the date  o f this prospectus
supplement (this settlement cycle  being  referred to  as “T+5”). Under Rule 15c6-1 o f the SEC promulgated under the Exchange Act,
trades in the secondary market generally are  required to  settle  in three business days, unless the parties to  any such trade expressly
ag ree o therwise. According ly, purchasers who  wish to  trade Series C Preferred Shares on the date  o f this prospectus supplement o r the
next business day will be required, by virtue o f the fact that the Series C Preferred Shares initially will settle  in T+5, to  specify an
alternate  settlement cycle  at the time o f any such trade to  prevent a failed settlement. Purchasers o f Series C Preferred Share who  wish
to  trade the Series C Preferred Shares on the date  hereo f o r the next three succeeding  business days should consult their own adviso r.
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LEGAL MATTERS

The validity o f the Series C Preferred Shares and certain o ther legal matters with respect to  the laws o f the Republic  o f the
Marshall Islands will be passed upon fo r us by our counsel to  Marshall Islands law, Dennis J. Reeder, Reeder & Simpson, P.C. Certain
o ther legal matters will be passed upon fo r us by Blake, Cassels & Graydon LLP, Vancouver, British Co lumbia, Farris, Vaughn, Wills &
Murphy LLP, Vancouver, British Co lumbia and by Perkins Co ie LLP, Portland, Oregon. Blake, Cassels & Graydon LLP and Perkins Co ie
LLP may rely on the opinions o f Dennis J. Reeder, Reeder & Simpson, P.C. fo r all matters o f Marshall Islands law. The underwriters
have been represented in connection with this o ffering  by Cravath, Swaine & Moore LLP, New York, New York.
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EXPERTS

The conso lidated financial statements o f Seaspan Corporation as o f December 31, 2009 and 2008, and fo r each o f the years
in the three-year period ended December 31, 2009, and management’s assessment o f the effectiveness o f internal contro ls over
financial reporting  as o f December 31, 2009, have been inco rporated by reference herein and in the reg istration statement in reliance
upon the reports o f KPMG LLP, independent reg istered public  accounting  firm, inco rporated herein by reference and upon the autho rity
o f such firm as experts in accounting  and auditing .

The section in this prospectus supplement entitled “The International Containership Industry” has been included in reliance
upon CRSL’s autho rity as an expert on such matters. CRSL has confirmed to  us that it accurately describes the international
containership market, subject to  the availability and reliability o f the data supporting  the statistical and g raphical info rmation presented in
this prospectus supplement, as indicated in the consent o f CRSL filed as an exhibit to  our Report on Form 6-K filed on January 19, 2011
and inco rporated by reference into  the reg istration statement o f which this prospectus supplement is a part.
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WHERE YOU CAN FIND ADDITIONAL INFORMATION

As required by the Securities Act, we filed a reg istration statement relating  to  the securities o ffered by this prospectus with
the SEC. This prospectus is a part o f that reg istration statement, which includes additional info rmation.

Government Filings

We file  annual and special reports with the SEC. You may read and copy any document that we file  at the public  reference
facilities maintained by the SEC at 100 F Street, N.E., Room 1580, Washing ton, D.C. 20549. You may obtain info rmation on the
operation o f the public  reference room by calling  1-(800) SEC-0330, and you may obtain copies at prescribed rates from the Public
Reference Section o f the SEC at its principal o ffice  in Washing ton, D.C. 20549. The SEC maintains a website  at www.sec.gov that
contains reports, proxy and info rmation statements and o ther info rmation regarding  reg istrants that file  e lectronically with the SEC. In
addition, you can obtain info rmation about us at the o ffices o f The New York Stock Exchange, 20 Broad Street, New York, New York
10005.

Information Incorporated by Reference

The SEC allows us to  “inco rporate  by reference” info rmation that we file  with it. This means that we can disclose important
info rmation to  you by referring  you to  those filed documents. The info rmation inco rporated by reference is considered to  be a part o f
this prospectus supplement, and info rmation that we file  later with the SEC prio r to  the termination o f this o ffering  will also  be
considered to  be part o f this prospectus supplement and will automatically update  and supersede previously filed info rmation, including
info rmation contained in this document.

We inco rporate  by reference the documents listed below:
 
 •  Reports on Form 6-K, dated May 13, 2010, August 5, 2010 and October 28, 2010; and
 
 •  Annual Report on Form 20-F fo r the year ended December 31, 2009, filed with the SEC on March 19, 2010.

We are  also  inco rporating  by reference all subsequent annual reports on Form 20-F that we file  with the SEC and certain
Reports on Form 6-K that we furnish to  the SEC after the date  o f this prospectus supplement (if they state  that they are  inco rporated by
reference into  this prospectus supplement) until we file  a post-effective amendment indicating  that the o ffering  o f the securities made
by this prospectus supplement has been terminated. In all cases, you should rely on the later info rmation over different info rmation
included in this prospectus supplement o r the base prospectus.

You should rely only on the info rmation contained o r inco rporated by reference in this prospectus supplement and the base
prospectus. We have no t, and any underwriters have no t, autho rized any o ther person to  provide you with different info rmation. If
anyone provides you with different o r inconsistent info rmation, you should no t re ly on it. We are  no t, and the underwriters are  no t,
making  an o ffer to  sell these securities in any jurisdiction where the o ffer o r sale  is no t permitted. You should assume that the
info rmation appearing  in this prospectus supplement and the base prospectus as well as the info rmation we previously filed with the
SEC and inco rporated by reference, is accurate  as o f the dates on the front cover o f those documents only. Our business, financial
condition and results o f operations and prospects may have changed since those dates.
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You may request a free copy o f the above mentioned filings o r any subsequent filing  we inco rporated by reference to  this
prospectus by writing  o r te lephoning  us at the fo llowing  address:

Seaspan Corporation
Unit 2, 7th Floo r
Bupa Centre
141 Connaught Road West
Hong  Kong
China
(852) 2540-1686

Information Provided by the Company

We will furnish, on request, ho lders o f our Series C Preferred Shares with annual reports containing  audited financial
statements and a report by our independent reg istered public  accounting  firm. The audited financial statements will be prepared in
acco rdance with United States generally accepted accounting  principles and those reports will include a “Management’s Discussion and
Analysis o f Financial Condition and Results o f Operations” section fo r the relevant periods. As a fo reign private  issuer, we are  exempt
under the Exchange Act, from, among  o ther things, certain rules prescribing  the furnishing  and content o f proxy statements, and our
executive o fficers, directo rs and principal shareho lders are  exempt from the reporting  and sho rt-swing  pro fit recovery provisions
contained in Section 16 o f the Exchange Act. In addition, we are  no t required under the Exchange Act to  file  periodic  reports and
financial statements with the SEC as frequently o r as promptly as U.S. companies whose securities are  reg istered under the Exchange
Act, including  the filing  o f quarterly reports o r current reports on Form 8-K. However, we intend to  make available  quarterly reports
containing  our unaudited interim financial info rmation fo r the first three fiscal quarters o f each fiscal year.
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ENFORCEABILITY OF CIVIL LIABILITIES

We are a Marshall Islands co rporation, and our executive o ffices are  located outside o f the United States in Hong  Kong . A
majo rity o f our directo rs and o fficers and some o f the experts named in this prospectus reside outside o f the United States. In
addition, a substantial po rtion o f our assets and the assets o f our directo rs, o fficers and experts are  located outside o f the United
States. As a result, you may have difficulty serving  legal process within the United States upon us o r any o f these persons. You may
also  have difficulty enfo rcing , bo th in and outside the United States, judgments you may obtain in U.S. courts against us o r those
persons in any action, including  actions based upon the civil liability provisions o f U.S. federal o r state  securities laws.

In addition, there  is substantial doubt that the courts o f the Marshall Islands o r Hong  Kong  would (1) enter judgments in
o rig inal actions brought in those courts predicated on U.S. federal o r state  securities laws o r (2) recognize o r enfo rce against us o r any
of our o fficers, directo rs o r experts judgments o f courts o f the United States predicated on U.S. federal o r state  securities laws.

Inso far as indemnification fo r liabilities arising  under the Securities Act may be permitted to  directo rs, o fficers o r persons
contro lling  the reg istrant pursuant to  the fo rego ing  provisions, we have been info rmed that in the opinion o f the SEC such
indemnification is against public  po licy as expressed in the Securities Act and is therefo re unenfo rceable .
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GLOSSARY OF SHIPPING TERMS

The fo llowing  are  definitions o f certain terms that are  commonly used in the shipping  industry and in this prospectus.

Annual Survey. The inspection o f a ship pursuant to  international conventions, by a c lassification society surveyor, on behalf
o f the flag  state , that takes place every year.

Ballast. A voyage during  which the ship is no t laden with cargo .

Bareboat Charter. A charter o f a ship under which the shipowner is usually paid a fixed amount o f charter hire  fo r a certain
period o f time during  which the charterer is responsible  fo r the ship operating  expenses and voyage expenses o f the ship and fo r the
management o f the ship, including  crewing . A bareboat charter is also  known as a “demise charter” o r a “time charter by demise.”

Bunkers. Heavy fuel and diesel o il used to  power a ship’s eng ines.

Charter. The hire  o f a ship fo r a specified period o f time o r a particular voyage to  carry a cargo  from a loading  po rt to  a
discharg ing  po rt. The contract fo r a charter is commonly called a charterparty.

Charterer. The party that hires a ship fo r a period o f time o r fo r a voyage.

Classification society. An independent o rganization that certifies that a ship has been built and maintained acco rding  to  the
o rganization’s rules fo r that type o f ship and complies with the applicable  rules and regulations o f the country o f the ship’s reg istry and
the international conventions o f which that country is a member. A ship that receives its certification is referred to  as being  “in-class.”

Dry-docking. The removal o f a ship from the water fo r inspection and repair o f those parts o f a ship that are  below the water
line. During  dry-dockings, which are  required to  be carried out periodically, certain mandato ry classification society inspections are
carried out and relevant certifications are  issued. Dry-dockings fo r containerships are  generally required once every five years, one o f
which must be a Special Survey.

Gross ton. A unit o f measurement fo r the to tal enclosed space within a ship equal to  100 cubic  feet o r 2.831 cubic  meters.

Hire rate. The payment to  the shipowner from the charterer fo r the use o f the vessel.

Hull. Shell o r body o f a ship.

IMO. International Maritime Organization, a United Nations agency that issues international standards fo r shipping .

Intermediate survey. The inspection o f a ship by a classification society surveyor that takes place 24  to  36 months after each
special survey.

Newbuilding. A new ship under construction o r just completed.

Off-hire. The period in which a ship is no t available  fo r service under a time charter and, acco rding ly, the charterer generally is
no t required to  pay the hire  rate . Off-hire  periods can include days spent on repairs, dry-docking  and surveys, whether o r no t scheduled.
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Protection and indemnity insurance. Insurance obtained through a mutual association fo rmed by shipowners to  provide
liability indemnification pro tection from various liabilities to  which they are  exposed in the course o f their business, and which spreads
the liability costs o f each member by requiring  contribution by all members in the event o f a lo ss.

Scrapping. The sale  o f a ship as scrap metal.

Ship operating expenses. The costs o f operating  a ship, primarily consisting  o f crew wages and associated costs, insurance
premiums, management fee, lubricants and spare parts, and repair and maintenance costs. Ship operating  expenses exclude fuel cost,
po rt expenses, agents’ fees, canal dues and extra war risk insurance, as well as commissions, which are  included in “voyage expenses.”

Special survey. The inspection o f a ship by a classification society surveyor that takes place every five years, as part o f the
recertification o f the ship by a classification society.

Spot market. The market fo r immediate  chartering  o f a ship, usually fo r sing le  voyages.

TEU. Twenty-foo t equivalent unit, the international standard measure fo r containers and containership capacity.

Time charter. A charter under which the shipowner hires out a ship fo r a specified period o f time. The shipowner is responsible
fo r providing  the crew and paying  ship operating  expenses while  the charterer is responsible  fo r paying  the voyage expenses and
additional voyage insurance. The shipowner is paid charter hire , which accrues on a daily basis.

Voyage charter. A charter under which a shipowner hires out a ship fo r a specific  voyage between the loading  po rt and the
discharg ing  po rt. The shipowner is responsible  fo r paying  bo th ship operating  expenses and voyage expenses. Typically, the charterer
is responsible  fo r any delay at the loading  o r discharg ing  po rts. The shipowner is paid freight on the basis o f the cargo  movement
between po rts.

Voyage expenses. Expenses incurred due to  a ship’s traveling  from a loading  po rt to  a discharg ing  po rt, such as fuel (bunkers)
cost, po rt expenses, agents’ fees, canal dues, extra war risk insurance and commissions.
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PROSPECTUS

$1,000,000,000
Common Shares
Preferred Shares

Warrants
Rights

Debt Securities
Units

Seaspan Corporation
  

Through this prospectus, we may o ffer, from time to  time, in one o r more series:
 

 •  our common shares;
 

 •  our preferred shares;
 

 •  warrants to  purchase common shares, preferred shares o r debt securities;
 

 •  rights to  purchase common shares, preferred shares, warrants, debt securities o r units;
 

 •  debt securities, which may be secured o r unsecured senio r debt securities; and
 

 •  our units.

The aggregate  o ffering  price o f the securities issued under this prospectus may no t exceed $1,000,000,000. The prices and
o ther terms o f the securities that we will o ffer will be determined at the time o f their o ffering  and will be described in a supplement to
this prospectus.

Our common shares are  listed on the New York Stock Exchange under the symbol “SSW.” We will provide info rmation in the
prospectus supplement fo r the trading  market, if any, fo r any preferred shares, warrants, rights, debt securities o r units that we may
offer.

The securities issued under this prospectus may be o ffered directly o r through underwriters, agents o r dealers. The names o f any
underwriters, agents o r dealers will be included in a supplement to  this prospectus.
  

Investing in our securities involves a high degree of risk. Please read “Risk Factors” beginning on page
5.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved o f
these securities or determined if this prospectus is truthful or complete. Any representation to  the contrary is a criminal
o ffense.

Each o f our common shares includes one right that, under certain circumstances, entitles the ho lder to  purchase from us a unit
consisting  o f one-thousandth o f a preferred share at a purchase price o f $25.00 per unit, subject to  specified adjustments.

The date o f this prospectus is August 19 , 2010 .
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You should rely only on the information contained in this prospectus. We have not authorized any o ther person to
provide you with different information. If anyone provides you with different information, you should not rely on it. We are
not making  an o ffer o f these securities in any jurisdiction where an o ffer is no t permitted. Information contained on our
website  does not constitute part o f this prospectus. You should not assume that the information incorporated by reference
or provided in this prospectus is accurate as o f any date o ther than the date on the front o f this prospectus or the date o f
such incorporated documents, as the case may be.
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ABOUT THIS PROSPECTUS

Unless we o therwise specify, when used in this prospectus, the terms “Seaspan Corporation,” the “Company,” “we,” “our” and
“us” refer to  Seaspan Corporation and its who lly owned subsidiaries and, fo r periods befo re our initial public  o ffering , our predecesso r,
Seaspan Container Lines Limited. References to  our Manager are  to  Seaspan Management Services Limited and its who lly owned
subsidiaries that provide us with technical, administrative and strateg ic  services. Unless o therwise indicated, all do llar references in this
prospectus are  to  U.S. do llars and financial info rmation presented in this prospectus that is derived from financial statements
inco rporated by reference is prepared in acco rdance with accounting  principles generally accepted in the United States.

This prospectus is part o f a reg istration statement we filed with the Securities Exchange Commission, o r the Commission, using  a
shelf reg istration process. Under the shelf reg istration process, we may sell the securities, described in this prospectus in one o r more
o fferings up to  a to tal do llar amount o f $1,000,000,000. This prospectus provides you with a general description o f the securities we
may o ffer. Each time we o ffer securities, we will provide you with a prospectus supplement that will describe the specific  amounts,
prices and terms o f the o ffered securities. The prospectus supplement may also  add, update  o r change the info rmation contained in
this prospectus. You should read carefully bo th this prospectus and any prospectus supplement, together with the additional info rmation
described below.

This prospectus does no t contain all the info rmation provided in the reg istration statement we filed with the Commission. Fo r
further info rmation about us o r the securities o ffered hereby, you should refer to  that reg istration statement, which you can obtain from
the Commission as described below under “Where You Can Find More Info rmation.”

In this prospectus, references to  Samsung  are  to  Samsung  Heavy Industries Co ., Ltd. References to  HHI are  to  Hyundai Heavy
Industries Co ., Ltd. References to  HSHI are  to  Hyundai Samho  Heavy Industries Co ., Ltd., a subsidiary o f HHI. References to  Jiangsu
are to  Jiangsu Yangzijiang  Shipbuilding  Co ., Ltd. References to  New Jiangsu are  to  Jiangsu New Yangzi Shipbuilding  Co ., Ltd.
References to  Zhejiang  are  to  Zhejiang  Shipbuilding  Co . Ltd. References to  Odense-Lindo  are  to  Odense-Lindo  Shipyard Ltd.
Samsung , HHI, HSHI, Jiangsu, New Jiangsu, Zhejiang  and Odense-Lindo  are  commonly referred to  as our shipbuilders.

In this prospectus references to  CSCL Asia are  to  China Shipping  Container Lines (Asia) Co ., Ltd., a subsidiary o f China Shipping
Container Lines Co ., Ltd., o r CSCL. References to  APM are to  A.P. Møller-Mærsk A/S. References to  HL USA are to  Hapag-Lloyd
USA, LLC, a subsidiary o f Hapag-Lloyd, AG, o r Hapag-Lloyd. References to  COSCON are to  COSCO Container Lines Co ., Ltd., a
subsidiary o f China COSCO Holdings Company Limited. References to  K-Line are  to  Kawasaki Kisen Kaisha Ltd. References to  MOL
are to  Mitsui O.S.K. Lines, Ltd. References to  CSAV are to  Compañia Sud Americana De Vapores S.A. References to  UASC are to
United Arab Shipping  Company (S.A.G).

We use the term “twenty foo t equivalent unit,” o r “TEU,” the international standard measure o f containers, in describing  the
capacity o f our containerships, which are  also  commonly referred to  as vessels. In this prospectus, we identify the classes o f the
vessels in our fleet by their approximate average TEU capacity o f the vessels in each class. However, we no te  that the actual TEU
capacity o f the vessels may differ from the approximate average TEU capacity.
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ABOUT SEASPAN
Overview

We are Seaspan Corporation, a Marshall Islands co rporation that was inco rporated on May 3, 2005. We are  an owner o f
containerships, and we charter them pursuant to  primarily long-term, fixed-rate  time charters to  majo r container liner companies. As o f
August 1, 2010, we owned a fleet o f 53 containerships and have entered into  contracts fo r the purchase o f an additional 10
containerships and contracts to  lease an additional six containerships.

Customers fo r our current fleet are  CSCL Asia, HL USA, APM, COSCON, CSAV, MOL, K-Line and UASC. Customers fo r the
additional 16 vessels will include K-Line and COSCON. Our primary objective is to  continue to  g row our business through accretive
vessel acquisitions over the mid- to  long-term as market conditions allow.

We deploy all our vessels on primarily long-term, fixed-rate  time charters to  take advantage o f the stable  cash flow and high
utilization rates that are  typically associated with long-term time charters. As o f August 1, 2010, the charters on the 53 vessels in our
current fleet had an average remaining  term o f 7.1 years plus certain options.

Our Fleet
Our Current Fleet

The fo llowing  table  summarizes key facts regarding  the 53 vessels as o f August 1, 2010:
 

Ve sse l Name   

Ve sse l
Class
(T EU)    

Comme nc e me nt
of Charte r    

Ye ar
B uilt    Charte re r   Le ngth of T ime  Charte r   

Daily  Charte r
Rate  

                     (in thousands) 
CSCL Zeebrugge    9600     3/15/07     2007    CSCL Asia  12 years   $ 34 .0  
CSCL Long  Beach    9600     7/5/07     2007    CSCL Asia  12 years    34 .0  
CSCL Oceania    8500     12/4 /04      2004     CSCL Asia  12 years + one 3-year option    29.5  
CSCL Africa    8500     1/24 /05     2005    CSCL Asia  12 years + one 3-year option    29.5  
COSCO Japan

  
 8500  

  
 3/9/10  

  
 2010  

  
COSCON

  
12 years + three one-year

options   
 42.9  

COSCO Korea
  

 8500  
  

 4 /5/10  
  

 2010  
  

COSCON
  

12 years + three one-year
options   

 42.9  

COSCO Philippines
  

 8500  
  

 4 /24 /10  
  

 2010  
  

COSCON
  

12 years + three one-year
options   

 42.9  

COSCO Malaysia
  

 8500  
  

 4 /19/10  
  

 2010  
  

COSCON
  

12 years + three one-year
options   

 42.9  

COSCO Indonesia
  

 8500  
  

 7/5/10  
  

 2010  
  

COSCON
  

12 years + three one-year
options   

 42.9  

MOL Emerald    5100     4 /30/09     2009    MOL   12 years    28.9  
MOL Eminence    5100     8/31/09     2009    MOL   12 years    28.9  
MOL Emissary    5100     11/20/09     2009    MOL   12 years    28.9  
MOL Empire    5100     1/8/10     2010    MOL   12 years    28.9  
MSC Sweden

  
 4800  

  
 11/6/06  

  
 1989  

  
APM

  
5 years + two  1-year options

+ one 2-year option   
 23.5  

 
1

( 1 )

( 1 )

( 2 )

( 2 )

( 3)

( 3)

( 3)

( 3)

( 3)

( 4 )
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Ve sse l Name   

Ve sse l
Class
(T EU)    

Comme nc e me nt
of Charte r    

Ye ar
B uilt    Charte re r   Le ngth of T ime  Charte r   

Daily  Charte r
Rate  

                     (in thousands) 
Cap Victo r

  
 4800  

  
 11/20/06  

  
 1988  

  
APM

  
5 years + two  1-year options

+ one 2-year option   
 23.5  

Cap York
  

 4800  
  

 12/6/06  
  

 1989  
  

APM
  

5 years + two  1-year options
+ one 2-year option   

 23.5  

MSC Ancona
  

 4800  
  

 12/22/06  
  

 1989  
  

APM
  

5 years + two  1-year options
+ one 2-year option   

 23.5  

CSCL Hamburg    4250     7/3/01     2001    CSCL Asia  10 years + one 2-year option    18.3  
CSCL Chiwan    4250     9/20/01     2001    CSCL Asia  10 years + one 2-year option    18.3  
CSCL Ningbo    4250     6/15/02     2002    CSCL Asia  10 years + one 2-year option    19.7  
CSCL Dalian    4250     9/4 /02     2002    CSCL Asia  10 years + one 2-year option    19.7  
CSCL Felixstowe    4250     10/15/02     2002    CSCL Asia  10 years + one 2-year option    19.7  
CSCL Vancouver    4250     2/16/05     2005    CSCL Asia  12 years    17.0  
CSCL Sydney    4250     4 /19/05     2005    CSCL Asia  12 years    17.0  
CSCL New York    4250     5/26/05     2005    CSCL Asia  12 years    17.0  
CSCL Melbourne    4250     8/17/05     2005    CSCL Asia  12 years    17.0  
CSCL Brisbane    4250     9/15/05     2005    CSCL Asia  12 years    17.0  
New Delhi Express

  

 4250  

  

 10/18/05  

  

 2005  

  

HL USA

  

3 years + seven 1-year
extensions + two  1-year

options   

 18.0  

Dubai Express

  

 4250  

  

 1/3/06  

  

 2006  

  

HL USA

  

3 years + seven 1-year
extensions + two  1-year

options   

 18.0  

Jakarta Express

  

 4250  

  

 2/21/06  

  

 2006  

  

HL USA

  

3 years + seven 1-year
extensions + two  1-year

options   

 18.0  

Saigon Express

  

 4250  

  

 4 /6/06  

  

 2006  

  

HL USA

  

3 years + seven 1-year
extensions + two  1-year

options   

 18.0  

Lahore Express

  

 4250  

  

 7/11/06  

  

 2006  

  

HL USA

  

3 years + seven 1-year
extensions + two  1-year

options   

 18.0  

Rio  Grande Express

  

 4250  

  

 10/20/06  

  

 2006  

  

HL USA

  

3 years + seven 1-year
extensions + two  1-year

options   

 18.0  

Santos Express

  

 4250  

  

 11/13/06  

  

 2006  

  

HL USA

  

3 years + seven 1-year
extensions + two  1-year

options   

 18.0  

Rio  de Janeiro  Express

  

 4250  

  

 3/28/07  

  

 2007  

  

HL USA

  

3 years + seven 1-year
extensions + two  1-year

options   

 18.0  

Manila Express

  

 4250  

  

 5/23/07  

  

 2007  

  

HL USA

  

3 years + seven 1-year
extensions + two  1-year

options   

 18.0  

CSAV Loncomilla    4250     4 /28/09     2009    CSAV   6 years    25.9  
CSAV Lumaco    4250     5/14 /09     2009    CSAV   6 years    25.9  
CSAV Lingue    4250     5/17/10     2010    CSAV   6 years    25.9  
CSAV Lebu    4250     6/7/10     2010    CSAV   6 years    25.9  
UASC Madinah    4250     7/1/10     2009    UASC   2 years    20.5  
 

2

( 4 )

( 4 )

( 4 )

( 5 )

( 5 )

( 6 )

( 6 )

( 6 )

( 8 )

( 7)

( 8 )

( 7)

( 8 )

( 7)

( 8 )

( 7)

( 8 )

( 7)

( 8 )

( 7)

( 8 )

( 7)

( 8 )

( 7)

( 8 )

( 7)

( 9 )
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Ve sse l Name   

Ve sse l
Class
(T EU)    

Comme nc e me nt
of Charte r    

Ye ar
B uilt    Charte re r   Le ngth of T ime  Charte r   

Daily  Charte r
Rate  

                     (in thousands) 
COSCO Fuzhou    3500     3/27/07     2007    COSCON   12 years    19.0  
COSCO Yingkou    3500     7/5/07     2007    COSCON   12 years    19.0  
CSCL Panama    2500     5/15/08     2008    CSCL Asia  12 years    16.8  
CSCL Montevideo    2500     9/6/08     2008    CSCL Asia  12 years    16.8  
CSCL São  Paulo    2500     8/11/08     2008    CSCL Asia  12 years    16.8  
CSCL Lima    2500     10/15/08     2008    CSCL Asia  12 years    16.8  
CSCL Santiago    2500     11/8/08     2008    CSCL Asia  12 years    16.8  
CSCL San Jose    2500     12/1/08     2008    CSCL Asia  12 years    16.8  
CSCL Callao    2500     4 /10/09     2009    CSCL Asia  12 years    16.8  
CSCL Manzanillo    2500     9/21/09     2009    CSCL Asia  12 years    16.8  
Guayaquil Bridge    2500     3/8/10     2010    K-Line   10 years    17.9  
Calicanto  Bridge    2500     5/28/10     2010    K-Line   10 years    17.9  
 
(1) CSCL Asia has a charter o f 12 years with a charter rate  o f $34 ,000 per day, increasing  to  $34 ,500 per day after six years.
(2) CSCL Asia has an initial charter o f 12 years with a charter rate  o f $29,500 per day fo r the first six years, $29,800 per day fo r the

second six years, and $30,000 per day during  the option period.
(3) COSCON has an initial charter o f 12 years with a charter rate  o f $42,900 per day and $43,400 per day fo r the three one-year

options.
(4 ) APM has an initial charter o f five years at $23,450 per day, two  consecutive one-year options to  charter the vessel at $22,400 and

$21,400 per day, respectively, and a final two-year option to  charter the vessel at $20,400 per day; provided, however, that APM
may declare  an initial charter term on one o r two  vessels that is up to  9 months less than 5 years so  long  as they declare  an initial
charter term that is co rresponding ly g reater than 5 years fo r the same number o f vessels. In addition, we pay an affiliate  o f APM a
0.5% commission on all hire  payments fo r each o f the APM charters.

(5) CSCL Asia has an initial charter o f ten years with a charter rate  o f $18,000 per day fo r the first five years, $18,300 per day fo r the
second five years, and $19,000 per day fo r the final two-year option.

(6) CSCL Asia has an initial charter o f ten years with a charter rate  o f $19,933 per day fo r the first five years, $19,733 per day fo r the
second five years, and $20,500 per day fo r the final two-year option.

(7) HL USA has an initial charter o f three years that automatically extends fo r up to  an additional seven years with a charter rate  o f
$18,000 per day, and $18,500 per day fo r the final two  one-year options.

(8) For these charters, the initial term is three years that automatically extends fo r up to  an additional seven years in successive one-
year extensions, unless HL USA elects to  terminate  the charters with two  years’ prio r written no tice. The charterer is required to  pay
a termination fee o f approximately $8.0 million to  terminate  a charter at the end o f the initial term. The termination fee declines by
$1.0 million per year per vessel in years four through nine. The initial terms o f the charters fo r these vessels have expired, and these
charters have automatically extended pursuant to  their terms.

(9) UASC has a charter o f two  years with a charter rate  o f $20,500 per day fo r the first year, increasing  to  $20,850 per day fo r the
second year. In addition, we pay a 1.25% commission to  a broker on all hire  payments fo r this charter.

(10)CSCL Asia has a charter o f 12 years with a charter rate  o f $16,750 per day fo r the first six years, increasing  to  $16,900 per day fo r
the second six years.
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New Vessel Contracts
One o f our principal objectives is to  acquire  additional containerships over the mid- to  long-term as market conditions allow, and

to  enter into  additional primarily long-term, fixed-rate  time charters fo r such ships.

As o f August 1, 2010, we contracted to  purchase 10 additional containerships and to  lease an additional six, all o f which are
currently o r will be under construction. We expect to  take delivery o f these 16 containerships over approximately the next 21 months.

As at August 1, 2010, the 10 newbuilding  containerships that we have contracted to  purchase and the six that we have contracted
to  lease consist o f the fo llowing  vessels:
 

Ve sse l   

Ve sse l
Class
(T EU)   Le ngth of T ime  Charte r   Charte re r    

Daily
Charte r Rate   S hipbuilde r

             (in thousands)   
Hull No . S452   13100  12 years    COSCON    $ 55.0   HSHI
Hull No . 2177   13100  12 years    COSCON     55.0   HHI
Hull No . S453   13100  12 years    COSCON     55.0   HSHI
Hull No . 2178   13100  12 years    COSCON     55.0   HHI
Hull No . S454   13100  12 years    COSCON     55.0   HSHI
Hull No . 2179   13100  12 years    COSCON     55.0   HHI
Hull No . 2180   13100  12 years    COSCON     55.0   HHI
Hull No . 2181   13100  12 years    COSCON     55.0   HHI
COSCO Thailand   8500   12 years + three one-year options    COSCON     42.9   HHI
COSCO Pakistan   8500   12 years + three one-year options    COSCON     42.9   HHI
COSCO Vietnam   8500   12 years + three one-year options    COSCON     42.9   HHI
Bro tonne Bridge   4500   12 years + two  three-year options    K-Line     34 .3   Samsung
Brevik Bridge   4500   12 years + two  three-year options    K-Line     34 .3   Samsung
Bilbao  Bridge   4500   12 years + two  three-year options    K-Line     34 .3   Samsung
Berlin Bridge   4500   12 years + two  three-year options    K-Line     34 .3   Samsung
Budapest Bridge   4500   12 years + two  three-year options    K-Line     34 .3   Samsung
 
(1) Each charter beg ins upon delivery o f the vessel to  the relevant charterer.
(2) COSCON has an initial charter o f 12 years with a charter rate  o f $42,900 per day and $43,400 per day fo r the three one-year

options.
(3) K-Line has an initial charter o f 12 years with a charter rate  o f $34 ,250 per day fo r the first six years, increasing  to  $34 ,500 per day

fo r the second six years, $37,500 fo r the first three-year option period and $42,500 fo r the second three-year option period.

Management Overview

Our operations are  managed by our Manager under the supervision o f our board o f directo rs. We have entered into  long-term
management ag reements pursuant to  which our Manager and its affiliates will provide us with technical, administrative and strateg ic
services. Our Manager is owned by trusts established fo r members o f the Dennis Washing ton family and by an entity indirectly owned
by certain directo rs and o fficers o f our Manager.

Corporate Information

We maintain our principal executive o ffices at Unit 2, 7th Floo r, Bupa Centre , 141 Connaught Road West, Hong  Kong , China. Our
telephone number is (852) 2540-1686.
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RISK FACTORS

An investment in our securities involves a high degree of risk. You should carefully consider the following risk factors together with
all of the other information included in this prospectus, any prospectus supplement and the information that we have incorporated
herein by reference in evaluating an investment in us. If any of the following risks were actually to occur, our business, financial
condition or results of operations could be materially adversely affected. In that case, the trading price of any of our securities could
decline, and you could lose all or part of your investment. When we offer and sell any securities pursuant to a prospectus supplement, we
may include additional risk factors relevant to such securities in the prospectus supplement.

We hereby incorporate by this reference all of our risk factors included in our Annual Report on Form 20-F for the year ended
December 31, 2009, or our 2009 Annual Report, or included in any Annual or Quarterly Report on Form 20-F or Form 6-K filed after the
date of this prospectus.

U.S. tax authorities could treat us as a “passive foreign investment company,” which could have adverse U.S. federal income tax
consequences to U.S. shareholders.

A non-U.S. entity treated as a co rporation fo r U.S. federal income tax purposes will be treated as a “passive fo reign investment
company,” o r a PFIC, fo r such purposes in any taxable  year fo r which either (i) at least 75% of its g ross income consists o f certain
types o f “passive income” o r (ii) at least 50% of the average value o f the co rporation’s assets produce, o r are  held fo r the production
of, those types o f “passive income.” For purposes o f these tests, “passive income” includes rents and royalties (o ther than rents and
royalties that are  received from unrelated parties in connection with the active conduct o f a trade o r business) and does no t include
income derived from the perfo rmance o f services.

Based on the current and expected composition o f our assets and income (and that o f our subsidiaries), we believe that we were
no t a PFIC fo r our 2009 taxable  year, and we do  no t expect to  become a PFIC with respect to  any o ther taxable  year. However, there
are  legal uncertainties invo lved in this determination, including  Tidewater Inc. v. United States, 565 F.3d 299 (5th Cir. 2009), in which the
United States Court o f Appeals fo r the Fifth Circuit concluded that certain time charters were appropriately characterized as leases
rather than service ag reements fo r purposes o f the fo reign sales co rporation provisions o f the Internal Revenue Code o f 1986, as
amended, o r the Code. The U.S. Internal Revenue Service, o r IRS, recently issued guidance stating  that it disag rees with the ho lding  in
Tidewater and that the time charters at issue in that case should be treated as service ag reements. However, the guidance may no t be
relied on o r c ited as precedent, and therefo re, no  assurance can be g iven that the IRS would no t disag ree with our position. Further, our
PFIC status fo r any taxable  year will no t be determinable  until after the end o f such taxable  year, and acco rding ly, there  can be no
assurance that we will no t be treated as PFIC fo r any future  taxable  year. If the IRS were to  find that we are  o r have been a PFIC fo r any
taxable  year, our U.S. shareho lders would face adverse tax consequences. Fo r a more comprehensive discussion regarding  our status
as a PFIC and the tax consequences to  U.S. shareho lders if we are  treated as a PFIC, please read “U.S. Federal Tax Considerations—
PFIC Status and Significant Tax Consequences.”
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USE OF PROCEEDS

Unless we specify o therwise in any prospectus supplement, we will use the net proceeds from the sale  o f securities o ffered by
this prospectus fo r capital expenditures, fo r repayment o f indebtedness, fo r working  capital, to  make vessel acquisitions o r fo r general
co rporate  purposes.
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RATIO OF EARNINGS TO FIXED CHARGES

The fo llowing  table  sets fo rth our ratio  o f earnings to  fixed charges fo r the periods presented:
 
   For the  S ix

Months  Ende d
June  30,

2010  

 For the  Ye ars  Ende d De c e mbe r 31,    
January 1 to

August 11,
2005  

  
August 12 to

De c e mbe r 31,
2005        2009       2008      2007       2006       

Ratio  o f earnings to  fixed charges    (4 .7)   2.6     (1.7)   0.5     2.6     1.8     6.9  
Do llar amount (in thousands) o f

deficiency in earnings to  fixed
charges    176,175    —       261,229    29,904      —       —       —    

 
(1) Represents data from our predecesso r fo r the period prio r to  our initial public  o ffering .
 

(2) For purposes o f calculating  the ratio s o f earnings to  fixed charges:
 

 
•  “earnings” consist o f pre-tax income from continuing  operations prepared under United States generally accepted

accounting  principles (which includes non-cash unrealized gains and lo sses on derivative financial instruments) plus fixed
charges, net o f capitalized interest and capitalized amortization o f deferred financing  fees; and

 

 
•  “fixed charges” represent interest incurred (whether expensed o r capitalized) and amortization o f deferred financing  costs

(whether expensed o r capitalized) and accretion o f discount.
The ratio  o f earnings to  fixed charges is a ratio  that we are  required to  present in this prospectus and has been calculated in
acco rdance with SEC rules and regulations. This ratio  is different from the ratio s that we are  required to  maintain under our credit
facilities and may no t be a ratio  used by investo rs to  evaluate  our overall operating  perfo rmance.
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DESCRIPTION OF CAPITAL STOCK

Authorized and Outstanding  Shares
Under our artic les o f inco rporation, our autho rized shares consist o f 200,000,000 common shares (referred to  in our artic les o f

inco rporation as the Class A Common Shares), par value $0.01 per share, 25,000,000 subordinated shares (referred to  in our artic les o f
inco rporation as the Class B Common Shares), par value $0.01 per share, 100 incentive shares (referred to  in our artic les o f
inco rporation as the Class C Common Shares), par value $0.01 per share, and 65,000,000 shares o f preferred shares (referred to  in our
artic les o f inco rporation as the Preferred Shares), par value $0.01 per share. On November 1, 2008, the 7,145,000 Class B Common
Shares were converted to  Class A Common Shares. As o f August 1, 2010, 68,171,923 common shares, no  subordinated shares, 100
incentive shares and 460,000 preferred shares are  issued and outstanding .

Class A Common Shares
As o f August 1, 2010, 68,171,923 common shares were issued and outstanding .

Class B Common Shares
On November 1, 2008, all issued and outstanding  Class B Common Shares were converted to  Class A Common Shares, and as o f

August 1, 2010, no  Class B Common Shares were issued and outstanding .

Class C Common Shares
As o f August 1, 2010, 100 incentive shares were issued and outstanding .

Series A Preferred Shares
As o f August 1, 2010, there  were 200,000 Series A Preferred Shares issued and outstanding . The Statement o f Designation fo r

the Series A Preferred shares permits us to  issue and sell an additional 115,000 Series A Preferred Shares.

Series B Preferred Shares
As o f August 1, 2010, there  were 260,000 Series B Preferred Shares issued and outstanding .

Transfer Agent
The reg istrar and transfer agent fo r the common shares is American Stock Transfer and Trust Company, LLC.

Listing
Our common shares are  listed on The New York Stock Exchange under the symbol “SSW.”

Characteristics o f Our Capital Stock
A more detailed description o f our capital stock and the terms o f our shareho lder rights plan can be found under the heading

“Description o f Reg istrant’s Securities to  be Reg istered” in our reg istration statement on Form 8-A (File  No . 001-32591), filed with the
SEC on August 2, 2005. In addition, the rights, preferences and restric tions o f the Series A and Series B Preferred Shares are  set fo rth
in the Statement o f Designation o f the Series A Preferred Shares and the Series B Preferred Shares, respectively, which are  filed as
exhibits to  the
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reg istration statement o f which this prospectus fo rms a part, and described more fully in the section o f our 2009 Annual Report entitled
“Info rmation on the Company—B. Business Overview—Recent Equity Offerings—Our Series A Preferred Share Offering ,” which is
inco rporated by reference into  this prospectus. You should read the applicable  prospectus supplement relating  to  an o ffering  o f shares
o f our common stock, o r o f securities convertible , exchangeable  o r exercisable  fo r shares o f our common stock, fo r the terms o f
such o ffering , including  the number o f shares o f common stock o ffered, the initial o ffering  price and market prices and dividend
info rmation relating  to  our common stock.
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DESCRIPTION OF PREFERRED SHARES

Our artic les o f inco rporation autho rize our board o f directo rs to  establish one o r more series o f preferred shares and to
determine, with respect to  any series o f preferred shares, the terms and rights o f that series, including :
 

 •  the designation o f the series;
 

 
•  the number o f shares in the series, which our board o f directo rs may, except where o therwise provided in the preferred

shares designation, increase o r decrease, but no t below the number o f shares then outstanding ;
 

 •  whether dividends, if any, will be cumulative o r non-cumulative and the dividend rate  o f the series;
 

 •  the dates at which dividends, if any, will be payable;
 

 •  the redemption rights and price o r prices, if any, fo r shares o f the series;
 

 •  the terms and amounts o f any sinking  fund provided fo r the purchase o r redemption o f shares o f the series;
 

 
•  the amounts payable  on shares o f the series in the event o f any vo luntary o r invo luntary liquidation, disso lution o r winding -up

of the affairs o f our company;
 

 

•  whether the shares o f the series will be convertible  into  shares o f any o ther c lass o r series, o r any o ther security, o f our
company o r any o ther co rporation, and, if so , the specification o f the o ther c lass o r series o r o ther security, the conversion
price o r prices o r rate  o r rates, any rate  adjustments, the date  o r dates as o f which the shares will be convertible  and all o ther
terms and conditions upon which the conversion may be made;

 

 •  restric tions on the issuance o f shares o f the same series o r o f any o ther c lass o r series; and
 

 •  the vo ting  rights, if any, o f the ho lders o f the series.

See “Description o f Capital Stock” in this prospectus fo r info rmation about our issued and outstanding  Series A and Series B
Preferred Shares. The material terms o f any series o f preferred shares that we o ffer through a prospectus supplement will be described
in that prospectus supplement.
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DESCRIPTION OF THE WARRANTS

General Description o f Warrants
We may issue warrants fo r the purchase o f common shares, preferred shares o r debt securities. Warrants may be issued

independently o r together with o ther securities and may be attached to  o r separate  from any o ffered securities. Each series o f warrants
will be issued under a separate  warrant ag reement to  be entered into  between us and a bank o r trust company, as warrant agent. The
warrant agent will act so lely as our agent in connection with the warrants and will no t have any obligation o r relationship o f agency o r
trust fo r o r with any ho lders o r beneficial owners o f warrants. A copy o f the warrant ag reement will be filed with the SEC in connection
with any o ffering  o f warrants. The prospectus supplement relating  to  a particular issue o f warrants will describe the terms o f the
warrants, including , among  o ther things, the fo llowing :
 

 •  the title  o f the warrants;
 

 •  the o ffering  price fo r the warrants, if any;
 

 •  the aggregate  number o f the warrants;
 

 •  the designation and terms o f the securities that maybe purchased upon exercise  o f the warrants;
 

 
•  if applicable , the designation and terms o f the securities that the warrants are  issued with and the number o f warrants issued

with each security;
 

 
•  if applicable , the date  from and after which the warrants and any securities issued with the warrants will be separately

transferable;
 

 
•  the number o r principal amount o f securities that may be purchased upon exercise  o f a warrant and the price at which such

securities may be purchased upon exercise;
 

 •  the dates on which the warrants may be exercised;
 

 •  if applicable , the minimum or maximum amount o f the warrants that may be exercised at any one time;
 

 •  the currency o r currency units in which the o ffering  price, if any, and the exercise  price are  payable;
 

 •  if applicable , a discussion o f material United States federal income tax considerations;
 

 •  anti-dilution provisions o f the warrants, if any;
 

 •  redemption o r call provisions, if any, applicable  to  the warrants;
 

 •  terms, procedures, and limitations relating  to  the exchange and exercise  o f the warrants; and
 

 •  any o ther material terms o f the warrants.

Exercise  o f Warrants
Each warrant will entitle  the ho lder o f the warrant to  purchase at the exercise  price set fo rth in the applicable  prospectus

supplement the number o r principal amount o f securities being  o ffered. Ho lders may exercise  warrants at any time up to  the close o f
business on the expiration date  o r on specified dates set fo rth in the applicable  prospectus supplement. After the close o f business on
the expiration date , unexercised warrants are  vo id unless the expiration date  is o therwise extended in acco rdance with the terms o f the
applicable  warrants. Ho lders may exercise  warrants as set fo rth in the prospectus supplement relating  to  the warrants being  o ffered.
Until you exercise  your warrants to  purchase securities, you will no t have any rights as a ho lder o f such securities, as the case may be,
by virtue o f your ownership o f warrants.
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DESCRIPTION OF THE RIGHTS

We may issue rights to  purchase common shares, preferred shares, warrants, debt securities o r units. These rights may be issued
independently o r together with any o ther security o ffered hereby and may o r may no t be transferable  by the person purchasing  o r
receiving  the rights in such o ffering . In connection with any o ffering  o f such rights, we may enter into  a standby arrangement with one
or more underwriters o r o ther purchasers pursuant to  which the underwriters o r o ther purchasers may be required to  purchase any
securities remaining  unsubscribed fo r after such o ffering .

We will enter into  a rights agent ag reement with a bank o r trust company, as rights agent. The rights agent will act so lely as our
agent in connection with the certificates relating  to  the rights and will no t assume any obligation o r relationship o f agency o r trust with
any ho lders o f rights certificates o r beneficial owners o f rights. A copy o f the rights certificates relating  to  each series o f rights will be
filed with the SEC. The prospectus supplement relating  to  a particular o ffering  o f rights will describe the terms o f the rights, including ,
among  o ther things, the fo llowing :
 

 •  the date  o f determining  the shareho lders entitled to  the rights distribution;
 

 •  the number o f rights issued o r to  be issued;
 

 
•  the exercise  price payable  fo r each common share, preferred share, warrant o r unit o f debt securities upon the exercise  o f

the rights;
 

 
•  the number and terms o f the common shares, preferred shares, warrants o r units o f debt securities which may be purchased

per each right;
 

 •  the extent to  which the rights are  transferable;
 

 •  the date  on which the ho lder’s ability to  exercise  the rights shall commence and the date  on which the rights shall expire;
 

 •  the extent to  which the rights may include an over-subscription privilege with respect to  unsubscribed securities;
 

 
•  if applicable , the material terms o f any standby underwriting  o r purchase arrangement entered into  by us in connection with

the o ffering  o f such rights; and
 

 
•  any o ther terms o f the rights, including  the terms, procedures, conditions, and limitations relating  to  the exchange and

exercise  o f the rights.
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DESCRIPTION OF THE DEBT SECURITIES

We may issue debt securities from time to  time in one o r more series, under an indenture to  be dated as o f a date  on o r prio r to
our initial issuance o f the debt securities. The fo llowing  description o f debt securities sets fo rth the material terms and provisions o f
the debt securities to  which any prospectus supplement may relate . Our senio r debt securities would be issued under a senio r indenture,
and our subordinated debt securities would be issued under a subordinated indenture. The senio r o r subordinated indenture, a fo rm o f
each o f which is included as an exhibit to  the reg istration statement o f which this prospectus is a part, will be executed at the time we
issue any debt securities. Any supplemental indentures will be filed with the SEC on a Form 6-K o r by a post-effective amendment to
the reg istration statement o f which this prospectus is a part.

All o f the indentures are  sometimes referred to  in this prospectus co llectively as the “indentures” and each, individually, as an
“indenture.” The particular terms o f the debt securities o ffered by any prospectus supplement, and the extent to  which the general
provisions described below may apply to  the o ffered debt securities, will be described in the applicable  prospectus supplement. The
indentures will be qualified under the Trust Indenture Act o f 1939, as amended. The terms o f the debt securities will include those stated
in the indentures and those made part o f the indentures by reference to  the Trust Indenture Act.

Our statements below relating  to  the debt securities and the indentures are  summaries o f their antic ipated provisions, are  no t
complete  and are  subject to , and are  qualified in their entirety by reference to , all o f the provisions o f the applicable  indenture and any
applicable  United States federal income tax considerations as well as any applicable  modifications o f o r additions to  the general terms
described below in the applicable  prospectus supplement o r supplemental indenture.

General
The provisions o f the indentures do  no t limit the aggregate  principal amount o f debt securities which may be issued thereunder.

Unless o therwise provided in a prospectus supplement and an applicable  supplemental indenture, the senio r debt securities will be our
direct, unsecured and unsubordinated general obligations and will have the same rank in liquidation as all o f our o ther unsecured and
unsubordinated debt, and the subordinated debt securities will be our unsecured obligations, subordinated in right o f payment to  the
prio r payment in full o f all o f our senio r indebtedness with respect to  such series, as described below under “Subordination o f the
Subordinated Debt Securities” and in the applicable  prospectus supplement. The debt securities may be convertible  into  common
shares o r o ther securities if specified in the applicable  prospectus supplement.

We may issue the debt securities as o rig inal issue discount securities, which will be o ffered and so ld at a substantial discount
below their stated principal amount. The prospectus supplement relating  to  the o rig inal issue discount securities will describe federal
income tax consequences and o ther special considerations applicable  to  them. The prospectus supplement relating  to  specific  debt
securities will also  describe any special considerations and certain additional tax considerations applicable  to  such debt securities.

In addition, the specific  financial, legal and o ther terms particular to  a series o f debt securities are  described in the prospectus
supplement and any pricing  supplement relating  to  the series. The prospectus supplement relating  to  a series o f debt securities will
describe the fo llowing  terms o f the series:
 

 •  the title  o f the series o f debt securities;
 

 •  any limit on the aggregate  principal amount o f the series o f debt securities;
 

 •  the person to  whom interest on a debt security is payable , if o ther than the ho lder on the regular reco rd date;
 

 •  the date  o r dates on which the series o f debt securities will mature;
 

 
•  the rate  o r rates, which may be fixed o r variable , per annum at which the series o f debt securities will bear interest, if any, and

the date  o r dates from which that interest, if any, will accrue;
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 •  the place o r places where the principal o f (and premium, if any) and interest on the debt securities are  payable;
 

 
•  the dates on which interest, if any, on the series o f debt securities will be payable  and the regular reco rd dates fo r the interest

payment dates;
 

 •  any mandato ry o r optional sinking  funds o r similar provisions;
 

 
•  the date , if any, after which and the price o r prices at which the series o f debt securities may, in acco rdance with any optional

o r mandato ry redemption provisions, be redeemed and the o ther detailed terms and provisions o f those optional o r
mandato ry redemption provisions, if any;

 

 
•  if o ther than denominations o f $1,000 and any o f its integ ral multiples, the denominations in which the series o f debt

securities will be issuable;
 

 •  the applicability o f the provisions described under “Defeasance;”
 

 
•  if the series o f debt securities will be convertible  into , o r exchangeable  fo r, our common stock o r o ther securities, o r

subordinated in right o f payment to  our senio r debt;
 

 
•  if the debt securities will be secured by any co llateral and, if so , a general description o f the co llateral and o f some o f the

terms o f any related security o r pledge;
 

 
•  if the series o f debt securities will be issuable  only in the fo rm o f a g lobal security, the deposito ry o r its nominee with

respect to  the series o f debt securities and the circumstances under which the g lobal security may be reg istered fo r transfer
o r exchange in the name o f a person o ther than the depositary o r the nominee; and

 

 •  any o ther special feature  o f the series o f debt securities.

Legal Ownership
Street Name and Other Indirect Holders

Investo rs who  ho ld debt securities in accounts at banks o r brokers will generally no t be recognized by us as legal ho lders o f debt
securities. This is called ho lding  in street name. Instead, we would recognize only the bank o r broker, o r the financial institution the bank
or broker uses to  ho ld its debt securities. These intermediary banks, brokers and o ther financial institutions pass along  principal, interest
and o ther payments on the debt securities, e ither because they ag ree to  do  so  in their customer ag reements o r because they are  legally
required to . If you ho ld debt securities in street name, you should check with your own institution to  find out:
 

 •  how it handles securities payments and no tices;
 

 •  whether it imposes fees o r charges;
 

 •  how it would handle vo ting  if required;
 

 
•  whether and how you can instruct it to  send you debt securities reg istered in your own name so  that you can be a direct ho lder

as described below; and
 

 
•  how it would pursue rights under the debt securities if there  were a default o r o ther event triggering  the need fo r ho lders to

act to  pro tect their interests.

Direct Holders
Our obligations, as well as the obligations o f the trustee and those o f any third parties employed by us o r the trustee, run only to

persons who  are  reg istered as ho lders o f debt securities. As no ted above, we do  no t have obligations to  you if you ho ld debt securities
in street name o r o ther indirect means, e ither because you choose to  ho ld debt securities in that manner o r because the debt securities
are  issued in the fo rm o f g lobal securities as described below. For example, once we make payment to  the reg istered ho lder, we have
no  further responsibility fo r the payment, even if that ho lder is legally required to  pass the payment along  to  you as a street name
customer but does no t do  so .
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Global Securities
What is a Global Security?

A g lobal security is a special type o f indirectly held security, as described above under “Street Name and Other Indirect Ho lders.”
If we choose to  issue debt securities in the fo rm o f g lobal securities, the ultimate beneficial owners can only be indirect ho lders. We
do  this by requiring  that the g lobal security be reg istered in the name o f a financial institution we select and by requiring  that the debt
securities included in the g lobal security no t be transferred to  the name o f any o ther direct ho lder unless the special c ircumstances
described below occur. The financial institution that acts as the so le  direct ho lder o f the g lobal security is called the depositary. Any
person wishing  to  own a debt security must do  so  indirectly by virtue o f an account with a broker, bank o r o ther financial institution that
in turn has an account with the depositary. The prospectus supplement indicates whether your series o f securities will be issued only in
the fo rm o f g lobal securities.

Special Investor Considerations for Global Securities
As an indirect ho lder, an investo r’s rights re lating  to  a g lobal security will be governed by the account rules o f the investo r’s

financial institution and o f the depositary, as well as general laws relating  to  securities transfers. We do  no t recognize this type o f
investo r as a ho lder o f debt securities and instead deal only with the depositary that ho lds the g lobal security.

If you are  an investo r, you should be aware that if debt securities are  issued only in the fo rm o f g lobal securities:
 

 •  You canno t get debt securities reg istered in your own name.
 

 •  You canno t receive physical certificates fo r your interest in the debt securities.
 

 
•  You will be a street name ho lder and must look to  your own bank o r broker fo r payments on the debt securities and

pro tection o f your legal rights re lating  to  the debt securities. See “Legal Ownership—Street Name and Other Indirect
Ho lders.”

 

 
•  You may no t be able  to  sell interests in the debt securities to  some insurance companies and o ther institutions that are

required by law to  own their securities in the fo rm o f physical certificates.
 

 
•  The depositary’s po lic ies will govern payments, transfers, exchanges and o ther matters re lating  to  your interest in the g lobal

security. We and the trustee have no  responsibility fo r any aspect o f the depositary’s actions o r fo r its reco rds o f ownership
interest in the g lobal security. We and the trustee also  do  no t supervise  the depositary in any way.

Special Situations when Global Security will be Terminated
In a few special situations described in the next parag raph, the g lobal security will terminate  and interests in it will be exchanged

fo r physical certificates representing  debt securities. After that exchange, the cho ice o f whether to  ho ld debt securities directly o r in
street name will be up to  you. You must consult your own bank o r broker to  find out how to  have your interests in debt securities
transferred to  your own name, so  that you will be a direct ho lder. The rights o f street name investo rs and direct ho lders in the debt
securities have been previously described under “Legal Ownership” in the subsections entitled “Street Name and Other Indirect
Ho lders” and “Direct Ho lders.”

The special situations fo r termination o f a g lobal security are:
 

 
•  When the depositary no tifies us that it is unwilling , unable  o r no  longer qualified to  continue as depositary and a successo r

depositary is no t appo inted by us within 90 days.
 

 •  When we no tify the trustee that we wish to  terminate  the g lobal security.
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•  When an event o f default on the securities has occurred and has no t been cured, disregarding  fo r this purpose any

requirement o f no tice o r that the default exists fo r a specified period o f time. (Default is discussed later under “Default and
Related Matters.”)

The prospectus supplement may also  list additional situations fo r terminating  a g lobal security that would apply only to  the
particular series o f debt securities covered by the prospectus supplement. When a g lobal security terminates, the depositary (and no t
us o r the trustee) is responsible  fo r deciding  the names o f the institutions that will be the initial direct ho lders.

IN THE REMAINDER OF THIS DESCRIPTION “YOU” MEANS DIRECT HOLDERS AND NOT STREET NAME OR OTHER
INDIRECT HOLDERS OF DEBT SECURITIES. INDIRECT HOLDERS SHOULD READ THE PREVIOUS SUBSECTION ENTITLED
“STREET NAME AND OTHER INDIRECT HOLDERS.”

Overview o f Remainder o f this Description
The remainder o f this description summarizes:

 

 
•  Additional Mechanics relevant to  the debt securities under no rmal c ircumstances, such as how you transfer ownership and

where we make payments;
 

 
•  Your rights in several Special Situations, such as if we merge with ano ther company, o r if we want to  change a term o f the

debt securities via Modification and Waiver;
 

 
•  A Defeasance clause and a Satisfaction and Discharge provision, each o f which may allow fo r us to  be completely released

from our payment and o ther obligations on the debt securities; and
 

 •  Your rights if we Default.

Additional Mechanics
Form, Exchange and Transfer

The debt securities will be issued:
 

 •  only in fully reg istered fo rm;
 

 •  without interest coupons; and
 

 •  in denominations that are  even multiples o f $1,000.

You may have your debt securities divided into  more debt securities o f smaller denominations o r combined into  fewer debt
securities o f larger denominations, as long  as the to tal principal amount is no t changed. This is called an exchange.

You may exchange o r transfer debt securities at the o ffice  o f the trustee. The trustee acts as our agent fo r reg istering  debt
securities in the names o f ho lders and transferring  debt securities. We may change this appo intment to  ano ther entity o r perfo rm these
functions ourselves. The entity perfo rming  the ro le  o f maintaining  the list o f reg istered ho lders is called the security reg istrar. It will
also  perfo rm transfers.

You will no t be required to  pay a service charge to  transfer o r exchange debt securities, but you may be required to  pay fo r any
tax o r o ther governmental charge associated with the exchange o r transfer. The transfer o r exchange will only be made if we and the
security reg istrar are  satisfied with your proo f o f ownership.

If we have designated additional transfer agents, they are  named in the prospectus supplement. We may cancel the designation o f
any particular transfer agent. We may also  approve a change in the o ffice  through which any transfer agent acts.
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If the debt securities o f any series (o r o f any series and specified teno r) are  to  be redeemed in part, we will no t be required to
(1) issue, reg ister the transfer o f o r exchange any debt security o f that series (o r o f that series and specified teno r, as the case may be)
during  a period beg inning  at the opening  o f business 15 days befo re the day o f mailing  o f a no tice o f redemption o f any such debt
security that may be selected fo r redemption and ending  at the close o f business on the day o f such mailing  o r (2) reg ister the transfer
o f o r exchange any debt security so  selected fo r redemption, in who le o r in part, except the unredeemed portion o f any such debt
security being  redeemed in part.

Payment and Paying Agents
We will pay interest to  you if you are  a direct ho lder listed in the trustee’s reco rds at the close o f business on a particular day in

advance o f each due date  fo r interest, even if you no  longer own the debt security on the interest due date . That particular day, usually
about two  weeks in advance o f the interest due date , is called the regular reco rd date  and is stated in the prospectus supplement.
Ho lders buying  and selling  debt securities must work out between them how to  compensate  fo r the fact that we will pay all the interest
fo r an interest period to  the one who  is the reg istered ho lder on the regular reco rd date . The most common manner is to  adjust the
sales price o f the securities to  pro  rate  interest fairly between buyer and seller. This pro rated interest amount is called accrued interest.

We will pay interest, principal and any o ther money due on the debt securities at the co rporate  trust o ffice  o f the trustee. You must
make arrangements to  have your payments picked up at o r wired from that o ffice . We may also  choose to  pay interest by mailing
checks.

STREET NAME AND OTHER INDIRECT HOLDERS SHOULD CONSULT THEIR BANKS, BROKERS OR OTHER FINANCIAL
INSTITUTIONS FOR INFORMATION ON HOW THEY WILL RECEIVE PAYMENTS.

We may also  arrange fo r additional payment o ffices, and may cancel o r change these o ffices, including  the use o f the trustee’s
co rporate  trust o ffice . These o ffices are  called paying  agents. We may also  choose to  act as our own paying  agent. We must no tify
you o f changes in the paying  agents fo r any particular series o f debt securities.

Notices
We and the trustee will send no tices regarding  the debt securities only to  direct ho lders, using  their addresses as listed in the

trustee’s reco rds.

Regardless o f who  acts as paying  agent, all money paid by us to  a paying  agent that remains unclaimed at the end o f two  years
after the amount is due to  direct ho lders will be repaid to  us. After that two-year period, you may look only to  us fo r payment and no t to
the trustee, any o ther paying  agent o r anyone else .

Special Situations
Mergers and Similar Events

We are generally permitted to  conso lidate  o r merge with ano ther entity. We are  also  permitted to  sell o r convey all o r
substantially all o f our assets to  ano ther entity. However, we may no t take any o f these actions unless all o f the fo llowing  conditions are
met:
 

 
•  the successo r (if no t us) is a co rporation, partnership, trust o r o ther entity o rganized and validly existing  under the laws o f

any domestic  jurisdiction and assumes our obligations on the debt securities and under the indentures;
 

 
•  immediately befo re and after g iving  pro  fo rma effect to  the transaction, no  event o f default, and no  event which, after

no tice o r lapse o f time o r bo th, would become an event o f default, has occurred and is continuing ; and
 

 
•  several o ther conditions, including  any additional conditions with respect to  any particular debt securities specified in the

applicable  prospectus supplement, are  met.
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Modification and Waiver
We may modify o r amend an indenture without the consent o f any ho lders o f the debt securities in certain circumstances,

including :
 

 
•  to  evidence the succession under the indenture o f ano ther person to  us and to  provide fo r its assumption o f our obligations

to  ho lders o f debt securities;
 

 
•  to  make any changes that would add any additional covenants o f us fo r the benefit o f the ho lders o f debt securities o r that do

no t adversely affect the rights under the indenture o f the ho lders o f debt securities in any material respect;
 

 •  to  add any additional events o f default;
 

 •  to  provide fo r uncertificated no tes in addition to  o r in place o f certificated no tes;
 

 
•  to  add to , change o r e liminate  provisions o f the indenture in respect o f one o r more series o f securities, provided such

addition, change o r e limination shall become effective only when there is no  such security outstanding ;
 

 •  to  secure the debt securities;
 

 •  to  establish the fo rm o r terms o f any series o f debt securities;
 

 •  to  evidence and provide fo r the acceptance o f appo intment under the indenture o f a successo r trustee;
 

 •  to  cure any ambiguity, defect o r inconsistency; o r
 

 
•  in the case o f any subordinated debt security, to  make any change in the subordination provisions that limits o r terminates the

benefits applicable  to  any ho lder o f senio r debt.

Other modifications and amendments o f an indenture may be made by us and the applicable  trustee with the consent o f the ho lders
o f no t less than a majo rity in principal amount o f the outstanding  debt securities o f each series affected by such modification o r
amendment; provided, however, that no  such modification o r amendment may, without the consent o f the ho lder o f each outstanding
debt security affected thereby:
 

 •  change the stated maturity o f the principal o f, o r any installment o f principal o f o r interest on, any debt security;
 

 •  reduce the principal amount o f, o r any premium o r interest on, any debt security;
 

 
•  reduce the amount o f principal o f an o rig inal issue discount security o r any o ther debt security payable  upon acceleration o f

the maturity thereo f;
 

 •  change the place o r currency o f payment o f principal o f, o r any premium o r interest on, any debt security;
 

 
•  impair the right to  institute  suit fo r the enfo rcement o f any payment due on o r any conversion right with respect to  any debt

security;
 

 
•  modify the subordination provisions in the case o f subordinated debt securities, o r modify any conversion provisions, in

either case in a manner adverse to  the ho lders o f the subordinated debt securities;
 

 
•  reduce the percentage in principal amount o f outstanding  debt securities o f any series, the consent o f whose ho lders is

required fo r modification o r amendment o f the indenture;
 

 
•  reduce the percentage in principal amount o f outstanding  debt securities o f any series necessary fo r waiver o f compliance

with certain provisions o f the indenture o r fo r waiver o f certain defaults;
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 •  modify such provisions with respect to  modification, amendment o r waiver; o r
 

 
•  fo llowing  the making  o f an o ffer to  purchase debt securities from any ho lder that has been made pursuant to  a covenant in

such indenture, modify such covenant in a manner adverse to  such ho lder.

The ho lders o f no t less than a majo rity in principal amount o f the outstanding  debt securities o f any series may waive compliance
by us with certain restric tive provisions o f the applicable  indenture. The ho lders o f no t less than a majo rity in principal amount o f the
outstanding  debt securities o f any series may waive any past default under the applicable  indenture, except a default in the payment o f
principal, premium o r interest and certain covenants and provisions o f the indenture which canno t be amended without the consent o f
the ho lder o f each outstanding  debt security o f such series.

Absence o f Restrictive Covenants
The indenture does no t contain any promises by us on how we will operate  our business, and does no t restric t our ability to  incur

debt o r g rant liens on our assets. If we determine to  include such a promise fo r the benefit o f a particular series o f debt securities, such
promise, o r restric tive covenant, will be described in the prospectus supplement relating  to  that series o f debt securities.

Defeasance
We may be completely released from our payment and o ther obligations on the debt securities. The fo llowing  discussion o f

defeasance will be applicable  to  your series o f debt securities only if we choose to  have them apply to  that series. If we do  so  choose,
we will state  that in the prospectus supplement.

If there  is a change in federal tax law, o r if we obtain a ruling  from the Internal Revenue Service, as described below, we can
legally release ourselves from any payment o r o ther obligations on the debt securities, called full o r legal defeasance, if we put in
place the fo llowing  arrangements fo r you to  be repaid:
 

 
•  We must deposit in trust fo r your benefit and the benefit o f all direct ho lders o f the debt securities a combination o f money

and U.S. government o r U.S. government agency no tes o r bonds that will generate  enough cash to  make interest, principal
and any o ther payments on the debt securities on their various due dates.

 

 

•  There must be a change in federal tax law o r a ruling  from the Internal Revenue Service that le ts us make the above deposit
without causing  you to  be taxed on the debt securities any differently than if we did no t make the deposit and just repaid the
debt securities. Under current federal tax law, the deposit and our legal re lease from the debt securities would be treated as
though we took back your debt securities and gave you your share o f the cash and no tes o r bonds deposited in trust. In that
event, you could recognize gain o r lo ss on the debt securities you g ive back to  us.

 

 
•  We must deliver to  the trustee a legal opinion o f our counsel confirming , among  o ther things, the tax law change described

above.

If we are  able  to  fully defease the debt securities, as described above, you would have to  rely so lely on the trust deposit fo r
repayment on the debt securities. You could no t look to  us fo r repayment.

Satisfaction and Discharge
The indenture will cease to  be o f further effect as to  all debt securities o f any series when either:

 

 
•  we have delivered to  the trustee fo r cancellation all debt securities o f that series that have been authenticated (except fo r

lo st, sto len o r destroyed debt securities that have been replaced o r paid and debt securities fo r whose payment money has
already been deposited in trust and subsequently returned to  us); o r

 

 
•  all debt securities o f that series have become due and payable  o r will become due and payable  at their stated maturity within

one year o r are  to  be called fo r redemption under arrangements satisfacto ry to  the trustee, and in any case we have
deposited with the trustee as trust funds money in an amount
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suffic ient to  pay the entire  indebtedness o f all these debt securities to  their stated maturity o r redemption date; and we have
paid all o ther sums payable  by us under the indenture with respect to  that series.

No twithstanding  any satisfaction and discharge o r any defeasance with respect to  the debt securities o f any series, your rights o f
transfer and exchange, your rights to  replace lo st, sto len o r destroyed debt securities, the rights and obligations o f the trustee and your
rights as beneficiaries with respect to  the trust funds deposited with the trustee would survive.

Default and Related Matters

Events of Default
You will have special rights if an event o f default occurs and is no t cured, as described later in this subsection.

What is an Event of Default?
The term “event o f default” means any o f the fo llowing :

 

 
•  failure  to  pay principal o f o r any premium on any debt security o f that series when due, whether o r no t, in the case o f

subordinated debt securities, such payment is prohibited by the subordination provisions o f the subordinated indenture;
 

 
•  failure  to  pay any interest on any debt securities o f that series when due, continued fo r 30 days, whether o r no t, in the case o f

subordinated debt securities, such payment is prohibited by the subordination provisions o f the subordinated indenture;
 

 
•  failure  to  deposit any sinking  fund payment, if any, when due, in respect o f any debt security o f that series, whether o r no t, in

the case o f subordinated debt securities, such deposit is prohibited by the subordination provisions o f the subordinated
indenture;

 

 •  failure  to  perfo rm o r comply with the provisions relating  to  mergers and similar events;
 

 

•  failure  to  perfo rm any o f our o ther covenants in such indenture (o ther than a covenant included in such indenture so lely fo r the
benefit o f a series o ther than that series), continued fo r 60 days after written no tice has been g iven by the applicable  trustee,
o r the ho lders o f at least 25% in principal amount o f the outstanding  debt securities o f that series, as provided in such
indenture;

 

 
•  any debt o f ourself o r any significant subsidiary is no t paid within any applicable  g race period after final maturity o r is

accelerated by its ho lders because o f a default and the to tal amount o f such debt unpaid o r accelerated exceeds $40.0
million;

 

 
•  any judgment o r decree fo r the payment o f money in excess o f $40.0 million is entered against us o r any significant

subsidiary and remains outstanding  fo r a period o f 90 consecutive days fo llowing  entry o f such judgment and is no t
discharged, waived o r stayed; and

 

 •  certain events o f bankruptcy, inso lvency o r reo rganization affecting  us o r any significant subsidiary.

Remedies if an Event of Default Occurs
If an event o f default has occurred and has no t been cured, the trustee o r the ho lders o f at least 25% in principal amount o f the

debt securities o f the affected series may declare  the entire  principal amount (o r, in the case o f o rig inal issue discount securities, the
portion o f the principal amount that is specified in the terms o f the affected debt security) o f all the debt securities o f that series, plus
accrued interest, to  be due and immediately payable . This is called a declaration o f acceleration o f maturity. However, a declaration o f
acceleration o f maturity may be cancelled, but only befo re a judgment o r decree based on the acceleration has been obtained, by the
ho lders o f at least a majo rity in principal amount o f the debt securities o f the affected series.
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Reference is made to  the prospectus supplement relating  to  any series o f debt securities which are  o rig inal issue discount
securities fo r the particular provisions relating  to  acceleration o f the maturity o f a po rtion o f the principal amount o f o rig inal issue
discount securities upon the occurrence o f an event o f default and its continuation.

Except in cases o f default, where the trustee has some special duties, the trustee is no t required to  take any action under the
indenture at the request o f any ho lders unless the ho lders o ffer the trustee reasonable  pro tection from expenses and liability, called an
indemnity. If reasonable  indemnity is provided, the ho lders o f a majo rity o f the aggregate  principal amount o f the securities o f all
series affected (vo ting  as one class) may direct the time, method and place o f conducting  any lawsuit o r o ther fo rmal legal action
seeking  any remedy available  to  the trustee. The trustee is required, within 90 days o f acquiring  knowledge o f a default with respect to
the debt securities o f any series, to  g ive you no tice o f the default, unless the default has been cured o r waived befo re it g ives the
no tice; however, the trustee may withho ld no tice o f any non-payment default if it determines that withho lding  no tice is in the interest o f
the ho lders o f debt securities o f that series.

Befo re you bypass the trustee and bring  your own lawsuit o r o ther fo rmal legal action o r take o ther steps to  enfo rce your rights o r
pro tect your interests re lating  to  the debt securities, the fo llowing  must occur:
 

 •  You must g ive the trustee written no tice that an event o f default has occurred and remains uncured.
 

 
•  The ho lders o f at least 25% of the outstanding  principal amount o f all the securities o f the relevant series must make a

written request that the trustee take action because o f an event o f default, and must o ffer reasonable  indemnity to  the trustee
against the cost and o ther liabilities o f taking  that action.

 

 
•  The trustee must have no t taken action fo r 60 days after receipt o f the above written request and o ffer o f indemnity and no

directions inconsistent with the above written request must have been g iven to  the trustee during  such period.

However, you are  entitled at any time to  bring  a lawsuit fo r the payment o f money due on your debt security on o r after its due
date .

STREET NAME AND OTHER INDIRECT HOLDERS SHOULD CONSULT THEIR BANKS, BROKERS OR OTHER FINANCIAL
INSTITUTIONS FOR INFORMATION ON HOW TO GIVE NOTICE OR DIRECTION TO OR MAKE A REQUEST OF THE
TRUSTEE AND TO MAKE OR CANCEL A DECLARATION OF ACCELERATION.

We will furnish to  the trustee every year a written statement o f certain o f our o fficers certifying  that to  their knowledge we are  in
compliance with the indenture and the debt securities, o r e lse  specifying  any default and indicating  the nature and status o f the default.

Subordination o f the Subordinated Debt Securities
Subordinated debt securities issued will, to  the extent set fo rth in the applicable  subordinated indenture, be subordinate  in right o f

payment to  the prio r payment in full o f all o f our senio r indebtedness, whether outstanding  at the date  o f the subordinated indenture o r
incurred after that date . In the event o f:
 

 
•  any inso lvency o r bankruptcy case o r proceeding , o r any receivership, liquidation, reo rganization o r o ther similar case o r

proceeding  in connection therewith, re lative to  us o r to  our credito rs, as such, o r to  our assets; o r
 

 
•  any vo luntary o r invo luntary liquidation, disso lution o r o ther winding  up o f us, whether o r no t invo lving  inso lvency o r

bankruptcy; o r
 

 •  any assignment fo r the benefit o f credito rs o r any o ther marshalling  o f our assets and liabilities,

then the ho lders o f our senio r indebtedness will be entitled to  receive payment in full o f all amounts due o r to  become due on o r in
respect o f all o f our senio r indebtedness, o r provision will be made fo r the payment in cash,
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befo re the ho lders o f our subordinated debt securities are  entitled to  receive o r re tain any payment on account o f principal o f, o r any
premium o r interest on, o r any additional amounts with respect to , the subordinated debt securities. The ho lders o f our senio r
indebtedness will be entitled to  receive, fo r application to  the payment o f the senio r indebtedness, any payment o r distribution o f any
kind o r character, whether in cash, property o r securities, including  any payment o r distribution which may be payable  o r deliverable  by
reason o f the payment o f any o ther o f our indebtedness being  subordinated to  the payment o f our subordinated debt securities. This
payment may be payable  o r deliverable  in respect o f our subordinated debt securities in any case, proceeding , disso lution, liquidation
or o ther winding  up event.

By reason o f subordination, in the event o f our liquidation o r inso lvency, ho lders o f our senio r indebtedness and ho lders o f our
o ther obligations that are  no t subordinated to  our senio r indebtedness may recover more ratably than the ho lders o f our subordinated
debt securities.

Subject to  the payment in full o f all o f our senio r indebtedness, the rights o f the ho lders o f our subordinated debt securities will be
subrogated to  the rights o f the ho lders o f our senio r indebtedness to  receive payments o r distributions o f cash, property o r securities
applicable  to  our senio r indebtedness until the principal o f, any premium and interest on, and any additional amounts with respect to , our
subordinated debt securities have been paid in full.

No  payment o f principal, including  redemption and sinking  fund payments, o f, o r any premium o r interest on, o r any additional
amounts with respect to  our subordinated debt securities, o r payments to  acquire  these securities, o ther than pursuant to  their
conversion, may be made:
 

 
•  if any o f our senio r indebtedness is no t paid when due and any applicable  g race period with respect to  the default has ended

and the default has no t been cured o r waived o r ceased to  exist, o r
 

 •  if the maturity o f any o f our senio r indebtedness has been accelerated because o f a default.

The subordinated indenture does no t limit o r prohibit us from incurring  additional senio r indebtedness, which may include
indebtedness that is senio r to  our subordinated debt securities, but subordinate  to  our o ther obligations.

The subordinated indenture provides that these subordination provisions, inso far as they relate  to  any particular issue o f
subordinated debt securities by us, may be changed prio r to  the issuance. Any change would be described in the applicable  prospectus
supplement.

Concerning  the Trustee
The prospectus supplement relating  to  any series o f debt securities will identify the trustee and describe any o ther relationships

we may have with the trustee.

The indenture will contain certain limitations on the right o f the trustee, should it become a credito r o f ours, to  obtain payment o f
claims in certain cases, o r to  realize  fo r its own account on certain property received in respect o f any such claim as security o r
o therwise. The trustee will be permitted to  engage in certain o ther transactions; however, if after an event o f default has occurred and is
continuing , the trustee acquires any conflic ting  interest (as described in the indenture) it must e liminate  such conflic t o r resign.
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DESCRIPTION OF UNITS

The fo llowing  description, together with the additional info rmation we include in any applicable  prospectus supplement,
summarizes the material terms and provisions o f the units that we may o ffer under this prospectus. Units may be o ffered independently
o r together with common stock, preferred stock, warrants, rights and debt securities o ffered by any prospectus supplement, and may
be attached to  o r separate  from those securities. While  the terms we have summarized below will generally apply to  any future  units that
we may o ffer under this prospectus, we will describe the particular terms o f any series o f units that we may o ffer in more detail in the
applicable  prospectus supplement. The terms o f any units o ffered under a prospectus supplement may differ from the terms described
below.

We will inco rporate  by reference into  the reg istration statement o f which this prospectus is a part the fo rm o f unit ag reement,
including  a fo rm o f unit certificate , if any, that describes the terms o f the series o f units we are  o ffering  befo re the issuance o f the
related series o f units. The fo llowing  summaries o f material provisions o f the units and the unit ag reements are  subject to , and qualified
in their entirety by reference to , all the provisions o f the unit ag reement applicable  to  a particular series o f units. We urge you to  read
the applicable  prospectus supplements related to  the units that we sell under this prospectus, as well as the complete  unit ag reements
that contain the terms o f the units.

General
We may issue units consisting  o f common stock, preferred stock, warrants, rights and debt securities, o r in combination thereo f.

Each unit will be issued so  that the ho lder o f the unit is also  the ho lder o f each security included in the unit. Thus, the ho lder o f a unit will
have the rights and obligations o f a ho lder o f each included security. The unit ag reement under which a unit is issued may provide that
the securities included in the unit may no t be held o r transferred separately, at any time, o r at any time befo re a specified date .

We will describe in the applicable  prospectus supplement the terms o f the series o f units, including  the fo llowing :
 

 
•  the designation and terms o f the units and o f the securities comprising  the units, including  whether and under what

circumstances those securities may be held o r transferred separately;
 

 •  any provisions o f the governing  unit ag reement that differ from those described below; and
 

 
•  any provisions fo r the issuance, payment, settlement, transfer, o r exchange o f the units o r o f the securities comprising  the

units.

The provisions described in this section, as well as those described under “Description o f Capital Stock,” “Description o f Debt
Securities,” “Description o f the Rights,” and “Description o f the Warrants,” will apply to  each unit and to  any common stock, preferred
stock, warrant, right o r debt security included in each unit, respectively.

Issuance in Series
We may issue units in such amounts and in such numerous distinct series as we determine.

Enforceability o f Rights by Holders o f Units
Each unit agent will act so lely as our agent under the applicable  unit ag reement and will no t assume any obligation o r relationship o f

agency o r trust with any ho lder o f any unit. A sing le  bank o r trust company may act as unit agent fo r more than one series o f units. A unit
agent will have no  duty o r responsibility in case o f any default by us under the applicable  unit ag reement o r unit, including  any duty o r
responsibility to  initiate  any
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proceedings at law o r o therwise, o r to  make any demand upon us. Any ho lder o f a unit, without the consent o f the related unit agent o r
the ho lder o f any o ther unit, may enfo rce by appropriate  legal action its rights as ho lder under any security included in the unit.

Title
We, the unit agent, and any o f their agents may treat the reg istered ho lder o f any unit certificate  as an abso lute  owner o f the units

evidenced by that certificate  fo r any purposes and as the person entitled to  exercise  the rights attaching  to  the units so  requested,
despite  any no tice to  the contrary.
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U.S. FEDERAL TAX CONSIDERATIONS

The fo llowing  is a discussion o f the expected material U.S. federal income tax considerations applicable  to  us and the ownership
and disposition o f our common shares. This discussion is based upon the provisions o f the Internal Revenue Code o f 1986, as
amended, o r the Code, final and temporary regulations promulgated thereunder, o r the Treasury Regulations, administrative rulings and
pronouncements and judicial decisions, all as in effect currently and during  the year ended December 31, 2009, o r our 2009 Year, and
all o f which are  subject to  change, possibly with retroactive effect. Changes in these autho rities may cause the U.S. federal income tax
considerations to  vary substantially from those described below.

The fo llowing  discussion is fo r general info rmation purposes only and does no t purport to  be a comprehensive description o f all
o f the U.S. federal income tax considerations applicable  to  us o r an investment in us. No  ruling  has been o r will be requested from the
IRS regarding  any matter affecting  us o r our shareho lders. The statements made herein may be challenged by the IRS and, if so
challenged, may no t be sustained upon review in a court.

U.S. Federal Income Taxation o f Our Company
Taxation of Operating Income

Unless exempt from U.S. federal income taxation under the rules contained in Section 883 o f the Code, a non-U.S. co rporation
that earns U.S. source “transportation income” is subject to  U.S. federal income taxation under one o f two  alternative tax reg imes:
(i) the net basis tax and branch pro fits tax o r (ii) the 4% g ross basis tax. Fo r this purpose, “transportation income” includes income
from the use (o r hiring  o r leasing  fo r use) o f a vessel to  transport cargo  and the perfo rmance o f services directly related to  the use o f
any vessel to  transport cargo  and, thus, includes time charter o r bareboat charter income. Further, fo r this purpose, (i) transportation
income attributable  to  transportation that e ither beg ins o r ends, but that does no t bo th beg in and end, in the United States, o r U.S.
Source International Transportation Income, is considered to  be 50% derived from sources within the United States, (ii) transportation
income attributable  to  transportation that bo th beg ins and ends in the United States, o r U.S. Source Domestic  Transportation Income, is
considered to  be 100% derived from sources within the United States, and (iii) transportation income attributable  to  transportation
exclusively between non-U.S. destinations is considered to  be 100% derived from sources outside the United States.

We believe that we did no t earn any U.S. Source Domestic  Transportation Income during  our 2009 Year, and we expect that we
will no t earn any such income in future  years. However, certain o f our activities gave rise  to  U.S. Source International Transportation
Income during  our 2009 Year, and future  expansion o f our operations could result in an increase in the amount o f our U.S. Source
International Transportation Income. Unless the exemption from tax under Section 883 o f the Code, o r the Section 883 Exemption,
applies, our U.S. Source International Transportation Income generally will be subject to  U.S. federal income taxation under either the
net basis tax and branch pro fits tax o r the 4% g ross basis tax, bo th o f which are  discussed below.

The Net Basis Tax and Branch Profits Tax
If the Section 883 Exemption does no t apply, the U.S. source po rtion o f our U.S. Source International Transportation Income

may be treated as effectively connected with the conduct o f a trade o r business in the United States, o r Effectively Connected
Income, if we have a fixed place o f business in the United States invo lved in the earning  o f U.S. Source International Transportation
Income and substantially all o f our U.S. Source International Transportation Income is attributable  to  “regularly scheduled”
transportation o r, in the case o f bareboat charter income, is attributable  to  a fixed place o f business in the United States.

Any income we earn that is treated as Effectively Connected Income would be subject to  U.S. federal co rporate  income tax (the
highest statuto ry rate  is currently 35%) as well as a 30% branch pro fits tax imposed under Section 884  o f the Code. In addition, a 30%
branch pro fits tax could be imposed on certain interest paid, o r deemed paid, by us.
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If we were to  sell a vessel that has produced Effectively Connected Income, we generally would be subject to  the net basis
co rporate  income tax as well as to  the 30% branch pro fits tax with respect to  the gain recognized up to  the amount o f certain prio r
deductions fo r depreciation that reduced Effectively Connected Income. Otherwise, we would no t be subject to  U.S. federal income
tax with respect to  gain realized on the sale  o f a vessel, provided the gain is no t attributable  to  an o ffice o r o ther fixed place o f
business maintained by us in the United States under U.S. federal income tax principles.

We believe that during  our 2009 Year we did no t have a fixed place o f business in the United States. As a result, we believe that
none o f our U.S. Source International Transportation Income earned during  our 2009 Year is treated as Effectively Connected Income.
While  we do  no t expect to  acquire  a fixed place o f business in the United States, there  is no  assurance that we will no t have, o r will no t
be treated as having , a fixed place o f business in the United States in the future , which may result in our U.S. Source International
Transportation Income being  treated as Effectively Connected Income and our being  subject to  the net basis tax and branch pro fits tax
as described above.

The 4% Gross Basis Tax
Provided we are  no t subject to  the net basis tax and the branch pro fits tax described above, we generally will be subject to  a 4%

U.S. federal income tax on the U.S. source po rtion o f our U.S. Source International Transportation Income (without benefit o f
deductions) unless the Section 883 Exemption applies (as more fully described below) and we file  a U.S. federal income tax return to
claim that exemption.

The Section 883 Exemption
In general, the Section 883 Exemption provides that if a non-U.S. co rporation satisfies the requirements o f Section 883 o f the

Code and the Treasury Regulations thereunder, o r the Section 883 Regulations, it will no t be subject to  the net basis tax and branch
pro fits tax o r the 4% g ross basis tax described above on its U.S. Source International Transportation Income. The Section 883
Exemption does no t apply to  U.S. Source Domestic  Transportation Income.

A non-U.S. co rporation will qualify fo r the Section 883 Exemption if, among  o ther things, it satisfies the fo llowing  three
requirements:
 

 
(i) it is o rganized in a jurisdiction outside the United States that g rants an exemption from tax to  U.S. co rporations on the types

o f U.S. Source International Transportation Income that the non-U.S. co rporation earns, o r an Equivalent Exemption;
 

 
(ii) it satisfies one o f the fo llowing  three ownership tests: (a) the Qualified Shareho lder Test, (b) the Contro lled Foreign

Corporation Test, o r (c) the Publicly Traded Test; and
 

 (iii) it meets certain substantiation, reporting  and o ther requirements.

We are  o rganized under the laws o f the Republic  o f the Marshall Islands. The U.S. Treasury Department has recognized the
Republic  o f the Marshall Islands as a jurisdiction that g rants an exemption from tax to  U.S. co rporations on the type o f income we have
earned and are  expected to  earn; therefo re, we meet the first requirement fo r the Section 883 Exemption.

Regarding  the second requirement fo r the Section 883 Exemption, we do  no t believe that we met the Qualified Shareho lder Test
o r the Contro lled Foreign Corporation Test with respect to  our 2009 Year, and we do  no t expect to  meet those tests in future  years.
The analysis o f our ability to  meet the Publicly Traded Test fo llows.

The Publicly Traded Test
In o rder to  meet the Publicly Traded Test, the stock o f the non-U.S. co rporation at issue must be “regularly traded” and “primarily

traded” on one o r more established securities markets e ither in the United States o r in a
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jurisdiction outside the United States that g rants an Equivalent Exemption. Stock o f a non-U.S. co rporation will be considered to  be
regularly traded on an established securities market if such stock satisfies certain listing  and trading  requirements. Generally, the listing
requirement will be satisfied if one o r more classes o f the non-U.S. co rporation’s stock that, in the aggregate , represent more than
50% of the vo te  and value o f all o f the co rporation’s outstanding  stock are  listed on an established market during  such year. The trading
vo lume requirement generally will be satisfied if, with respect to  each class o f stock relied on to  meet the listing  requirement, (i) trades
in such class are  effected, o ther than in minimal quantities, on an established securities market on at least 60 days during  the taxable  year
and (ii) the aggregate  number o f shares in such class o f stock that are  traded on an established securities market during  the taxable  year
is at least 10% of the average number o f shares outstanding  in that c lass during  the taxable  year (with special rules fo r sho rt taxable
years). Alternatively, if the stock o f the non-U.S. co rporation is traded during  the taxable  year on an established securities market in the
United States and the stock is “regularly quo ted by dealers making  a market in the stock” within the meaning  o f the Section 883
Regulations, the stock will be considered regularly traded on an established securities market in the United States. No twithstanding
these rules, a c lass o f stock will no t be treated as regularly traded on an established securities market if, fo r more than half o f the
number o f days during  the taxable  year, one o r more 5% shareho lders (i.e., a shareho lder that ho lds, directly, indirectly o r
constructively, at least 5% o f the vo te  and value o f a c lass o f stock) own in the aggregate  50% or more o f the vo te  and value o f that
class, unless the co rporation can establish that a suffic ient proportion o f such shareho lders are  “qualified shareho lders” fo r purposes o f
the Section 883 Exemption so  as to  preclude o ther persons who  are  5% shareho lders from owning  50% or more o f the value o f that
class fo r more than half the days during  the taxable  year. Fo r purposes o f the Section 883 Exemption, qualified shareho lders include
individual residents o f jurisdictions that g rant an Equivalent Exemption and non-U.S. co rporations o rganized in jurisdictions that g rant an
Equivalent Exemption and that meet the Publicly Traded Test.

The stock o f a non-U.S. co rporation will be considered to  be “primarily traded” on one o r more established securities market in a
g iven country if, with respect to  the class o r c lasses o f stock relied on to  meet the regularly traded requirement described above, the
number o f shares o f each such class o f stock that are  traded on established securities markets in that country exceeds the number o f
shares in such class that are  traded during  that year on established securities markets in any o ther sing le  country.

Because our common shares are  and have been traded so lely on the New York Stock Exchange, which is considered to  be an
established securities market in the United States, we believe our common shares are  and have been primarily traded on an established
securities market fo r purposes o f the Publicly Traded Test. Additionally, we believe our common shares represented more than 50%
of our outstanding  stock by vo ting  power and value during  our 2009 Year, our common shares satisfied the listing  and trading  vo lume
requirements described above fo r our 2009 Year, and 50% or more o f common shares were no t owned by 5% shareho lders at any
time during  such year. Consequently, we believe we satisfied the Publicly Traded Test, and therefo re qualified fo r the Section 883
Exemption, fo r our 2009 Year.

While  there  can be no  assurance that we will continue to  meet the requirements o f the Publicly Traded Test and while  our board o f
directo rs could determine that it is in our best interests to  take an action that would result in our no t being  able  to  satisfy the Publicly
Traded Test, we expect to  continue to  satisfy the requirements o f the Publicly Traded Test and the Section 883 Exemption fo r future
years.

U.S. Federal Income Taxation o f U.S. Shareho lders
As used herein, the term “U.S. Shareho lder” means a beneficial owner o f our common shares that is (i) an individual U.S. c itizen o r

resident (as determined fo r U.S. federal income tax purposes), (ii) a co rporation (o r o ther entity that is treated as a co rporation fo r U.S.
federal income tax purposes) o rganized under the laws o f the United States o r any o f its po litical subdivisions, (iii) an estate  the
income o f which is subject to  U.S. federal income taxation regardless o f its source, o r (iv) a trust if (a) a court within the United States
is able  to  exercise  primary jurisdiction over the administration o f the trust and one o r more U.S. persons have the autho rity to
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contro l all substantial decisions o f the trust o r (b) the trust has a valid election in effect to  be treated as a U.S. person fo r U.S. federal
income tax purposes.

This discussion applies only to  beneficial owners o f our common shares that own the shares as “capital assets” (generally, fo r
investment purposes) and does no t comment on all aspects o f U.S. federal income taxation that may be important to  certain
shareho lders in light o f their particular c ircumstances, such as shareho lders subject to  special tax rules (e.g., financial institutions,
regulated investment companies, real estate  investment trusts, insurance companies, traders in securities that have elected the mark-to -
market method o f accounting  fo r their securities, persons liable  fo r alternative minimum tax, broker-dealers, tax-exempt o rganizations,
partnerships o r o ther pass-through entities and their investo rs o r fo rmer citizens o r long-term residents o f the United States) o r
shareho lders that will ho ld our common shares as part o f a straddle , hedge, conversion, constructive sale  o r o ther integ rated
transaction fo r U.S. federal income tax purposes, all o f whom may be subject to  tax rules that differ significantly from those
summarized below. If a partnership o r o ther entity treated as a partnership fo r U.S. federal income tax purposes ho lds our common
shares, the tax treatment o f its partners generally will depend upon the status o f the partner and the activities o f the partnership. If you
are a partner in a partnership ho lding  our common shares, you should consult your tax adviso r to  determine the appropriate  tax
treatment to  you o f the partnership’s ownership o f our common shares.

This discussion does no t contain info rmation regarding  any U.S. state  o r local, estate , g ift o r alternative minimum tax
considerations concerning  the ownership o r disposition o f our common shares. Shareho lders are  urged to  consult their own tax
adviso rs regarding  the U.S. federal, state , local and o ther tax consequences o f owning  and disposing  o f our common shares.

Distributions on Our Common Shares
Subject to  the discussion below regarding  the rules applicable  to  passive fo reign investment companies, o r PFICs, any

distributions made by us with respect to  our common shares to  a U.S. Shareho lder generally will constitute  dividends, which may be
taxable  as o rdinary income o r “qualified dividend income” as described in more detail in the parag raph below, to  the extent o f our
current and accumulated earnings and pro fits, as determined under U.S. federal income tax principles. Distributions in excess o f our
current and accumulated earnings and pro fits will be treated first as a nontaxable  return o f capital to  the extent o f the U.S. Shareho lder’s
tax basis in our common shares on a do llar-fo r-do llar basis and thereafter as capital gain, which will be either long-term o r sho rt-term
capital gain depending  upon whether the U.S. Shareho lder held the common shares fo r more than one year. U.S. Shareho lders that are
co rporations generally will no t be entitled to  claim a dividends received deduction with respect to  any distributions they receive from
us. Fo r purposes o f computing  allowable fo reign tax credits fo r U.S. federal income tax purposes, dividends received with respect to
our common shares will be treated as fo reign source income and generally will be treated as “passive category income.”

Dividends received with respect to  our common shares by a U.S. Shareho lder who  is an individual, trust o r estate , o r a U.S.
Individual Shareho lder, generally will be treated as qualified dividend income that is taxable  to  such U.S. Individual Shareho lder at
preferential capital gain tax rates, provided that: (i) our common shares are  readily tradable  on an established securities market in the
United States (such as the New York Stock Exchange on which our common shares are  currently traded); (ii) we are  no t a PFIC fo r the
taxable  year during  which the dividend is paid o r the immediately preceding  taxable  year (which we do  no t believe we are , have been o r
will be, as discussed below); and (iii) the U.S. Individual Shareho lder has owned our common shares fo r more than 60 days in the 121-
day period beg inning  60 days befo re the date  on which the common shares become ex-dividend. There is no  assurance that any
dividends paid on our common shares will be elig ible  fo r these preferential rates in the hands o f a U.S. Individual Shareho lder, and any
dividends paid on our common shares that are  no t e lig ible  fo r these preferential tax rates generally are  taxed as o rdinary income to  a
U.S. Individual Shareho lder. In the absence o f leg islation extending  the term o f the preferential tax rates fo r qualified dividend income,
all dividends received by a taxpayer in tax years beg inning  on o r after January 1, 2011 will be taxed at rates applicable  to  o rdinary
income.
 

28



Table of  Contents

Special rules may apply to  any amounts received in respect o f our common shares that are  treated as “extrao rdinary dividends.”
Generally, an extrao rdinary dividend is a dividend with respect to  a common share that is equal to  o r in excess o f 10% of a
shareho lder’s adjusted tax basis (o r fair market value upon the shareho lder’s e lection) in such common share. In addition, extrao rdinary
dividends include dividends received within a one year period that, in the aggregate , equal o r exceed 20% of a shareho lder’s adjusted
tax basis (o r fair market value). If we pay an extrao rdinary dividend on our common shares that is treated as qualified dividend income,
then any lo ss recognized by a U.S. Individual Shareho lder from the sale  o r exchange o f such common shares will be treated as long-
term capital lo ss to  the extent o f the amount o f such dividend.

The recently enacted Patient Pro tection and Affo rdable  Care Act as amended by the Health Care and Education Reconciliation Act
o f 2010 will impose a 3.8% Medicare tax on certain investment income, including  dividends, earned by individuals, estates o r trusts fo r
taxable  years beg inning  after December 31, 2012.

Consequences of Possible CFC Classification
If more than 50 percent o f e ither the to tal combined vo ting  power o f our outstanding  shares entitled to  vo te  o r the to tal value o f

all o f our outstanding  shares were owned, directly, indirectly o r constructively, by citizens o r residents o f the United States, U.S.
partnerships o r co rporations, o r U.S. estates o r trusts (as defined fo r U.S. federal income tax purposes), each o f which owned, directly,
indirectly o r constructively, 10% or more o f the to tal combined vo ting  power o f our outstanding  shares entitled to  vo te  (each, a CFC
Shareho lder), we could be treated as a contro lled fo reign co rporation, o r a CFC. CFC Shareho lders are  treated as receiving  current
distributions o f their shares o f certain income o f the CFC without regard to  any actual distributions and are  subject to  o ther burdensome
U.S. federal income tax and administrative requirements but generally are  no t also  subject to  the requirements generally applicable  to
shareho lders o f a PFIC. Although we do  no t believe we are  o r will become a CFC, U.S. persons purchasing  a substantial interest in us
should consider the po tential implications o f being  treated as a CFC Shareho lder in the event we become a CFC in the future .

Sale, Exchange or Other Disposition of Our Common Shares
Subject to  the discussion o f PFICs, below, a U.S. Shareho lder generally recognizes capital gain o r lo ss upon a sale , exchange o r

o ther disposition o f our common shares in an amount equal to  the difference between the amount realized by the shareho lder from
such sale , exchange o r o ther disposition and the shareho lder’s tax basis in such shares. A U.S. Shareho lder’s ability to  deduct capital
lo sses is subject to  certain limitations.

Subject to  the discussion o f extrao rdinary dividends above, gain o r lo ss recognized upon a sale , exchange o r o ther disposition o f
our common shares will be (i) treated as long-term capital gain o r lo ss if the U.S. Shareho lder’s ho lding  period is g reater than one year
at the time o f the sale , exchange o r o ther disposition and (ii) generally treated as U.S. source income o r lo ss, as applicable , fo r fo reign
tax credit purposes. Certain U.S. Shareho lders, including  individuals, may be elig ible  fo r preferential rates o f U.S. federal income tax in
respect o f long-term capital gains.

PFIC Status and Significant Tax Consequences
Special and adverse U.S. federal income tax rules apply to  a U.S. Shareho lder that ho lds stock in a non-U.S. entity treated as a

co rporation and classified as a PFIC fo r U.S. federal income tax purposes. In general, we will be treated as a PFIC fo r any taxable  year
in which either (i) at least 75% of our g ross income (including  the g ross income o f our subsidiaries) consists o f passive income (e.g.,
dividends, interest, capital gains and rents derived o ther than in the active conduct o f a rental business), o r (ii) at least 50% of the
average value o f the assets held by us (including  the assets o f our subsidiaries) is attributable  to  assets that produce passive income o r
are  held fo r the production o f passive income. Fo r purposes o f determining  whether we are  a PFIC, income earned, o r deemed earned,
by us in connection with the perfo rmance o f services would no t constitute  passive income.
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Based on the composition o f our assets and income (and that o f our subsidiaries) fo r our 2009 Year, we believe that we were no t
a PFIC fo r such year. Furthermore, based on the expected composition o f our assets and income (and that o f our subsidiaries), we do
no t expect to  become a PFIC with respect to  any future  years. Our belief in this regard is based principally on the position that, fo r
purposes o f determining  whether we are  a PFIC, the majo rity, if no t all, o f the g ross income we derive (o r are  deemed to  derive) from
the chartering  activities o f our who lly owned subsidiaries should constitute  service income rather than rental income. Corresponding ly,
such income should no t constitute  passive income, and the assets owned and operated by us o r our subsidiaries in connection with the
production o f such income (in particular, the vessels) should no t constitute  passive assets under the PFIC rules. We believe there  is
substantial legal autho rity supporting  our position consisting  o f case law and IRS pronouncements concerning  the characterization o f
income derived from time charters as services income fo r o ther tax purposes. However, there  is no  legal autho rity specifically relating
to  the statuto ry provisions governing  PFICs o r relating  to  circumstances substantially similar to  ours. Moreover, in Tidewater Inc. v.
United States, 565 F.3d 299 (5  Cir. 2009), the United States Court o f Appeals fo r the Fifth Circuit concluded that certain time charters
were appropriately characterized as leases rather than service ag reements fo r purposes o f the fo reign sales co rporation provisions o f
the Code. While  the IRS recently issued guidance stating  that it disag rees with the ho lding  in Tidewater and further stated that the time
charters at issue there  should be treated as services ag reements, the guidance canno t be relied on o r o therwise cited as precedent by
taxpayers. Therefo re, no  assurance can be g iven that the IRS will ag ree with our position.

Although we intend to  conduct our affairs in a manner to  avo id being  classified as a PFIC with respect to  any taxable  year, there
can be no  assurance that the nature o f our operations, and therefo re the composition o f our income and assets, will remain the same in
the future . Moreover, the market value o f our common shares may be treated as reflecting  the value o f our assets at any g iven time.
Therefo re, a decline in the market value o f our common shares (which is no t within our contro l) may impact the determination o f
whether we are  a PFIC. Because our status as a PFIC fo r any taxable  year will no t be determinable  until after the end o f the taxable  year,
there  can be no  assurance that we will no t be considered a PFIC fo r any future  taxable  year.

As discussed more fully below, if we were to  be treated as a PFIC fo r any taxable  year, a U.S. Shareho lder generally would be
subject to  one o f three different U.S. income tax reg imes, depending  on whether the shareho lder makes certain elections.

Taxation of U.S. Shareholders Making a Timely QEF Election
If we were classified as a PFIC fo r a taxable  year, a U.S. Shareho lder making  a timely election to  treat us as a “Qualified Electing

Fund” fo r U.S. tax purposes, o r a QEF Election, would be required to  report his pro  rata share o f our o rdinary earnings and our net capital
gain, if any, fo r our taxable  year that ends with o r within the shareho lder’s taxable  year regardless o f whether the shareho lder received
distributions from us in that year. Such income inclusions would no t be elig ible  fo r the preferential tax rates applicable  to  qualified
dividend income. The shareho lder’s adjusted tax basis in our common shares would be increased to  reflect taxed but undistributed
earnings and pro fits, and distributions o f earnings and pro fits that had previously been taxed would no t be taxed again when distributed
but would result in a co rresponding  reduction in the shareho lder’s adjusted tax basis in our common shares. The shareho lder generally
would recognize capital gain o r lo ss on the sale , exchange o r o ther disposition o f our common shares.

A U.S. Shareho lder would make a QEF Election with respect to  any year that we are  a PFIC by filing  one copy o f IRS Form 8621
with his U.S. federal income tax return and a second copy in acco rdance with the instructions to  such fo rm.

Taxation of U.S. Shareholders Making a “Mark-to-Market” Election
Alternatively, if we were to  be treated as a PFIC fo r any taxable  year and, as we believe, our common shares are  treated as

“marketable  stock,” then a U.S. Shareho lder would be allowed to  make a “mark-to -market”
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election with respect to  our common shares, provided the shareho lder completes and files IRS Form 8621 in acco rdance with the
relevant instructions. If that e lection is made, the shareho lder generally would include as o rdinary income in each taxable  year the
excess, if any, o f the fair market value o f our common shares at the end o f the taxable  year over the shareho lder’s adjusted tax basis in
our common shares. The shareho lder also  would be permitted an o rdinary lo ss in respect o f the excess, if any, o f the shareho lder’s
adjusted tax basis in our common shares over the fair market value thereo f at the end o f the taxable  year (but only to  the extent o f the
net amount previously included in income as a result o f the mark-to -market e lection). The shareho lder’s tax basis in our common shares
would be adjusted to  reflect any such income o r lo ss recognized. Gain realized on the sale , exchange o r o ther disposition o f our
common shares would be treated as o rdinary income, and any lo ss realized on the sale , exchange o r o ther disposition o f our common
shares would be treated as o rdinary lo ss to  the extent that such lo ss does no t exceed the net mark-to -market gains previously included
in income by the shareho lder.

Taxation of U.S. Shareholders Not Making a Timely QEF Election or Mark-to-Market Election
Finally, if we were to  be treated as a PFIC fo r any taxable  year and if a U.S. Shareho lder did no t make either a QEF Election o r a

mark-to -market e lection fo r that year, the shareho lder would be subject to  special rules resulting  in increased tax liability with respect to
(i) any excess distribution (i.e., the po rtion o f any distributions received by the shareho lder on our common shares in a taxable  year in
excess o f 125% of the average annual distributions received by the shareho lder in the three preceding  taxable  years, o r, if sho rter, the
shareho lder’s ho lding  period fo r our common shares), and (ii) any gain realized on the sale , exchange o r o ther disposition o f our
common shares. Under these special rules:
 

 
•  the excess distribution o r gain would be allocated ratably over the shareho lder’s agg regate  ho lding  period fo r our common

shares;
 

 
•  the amount allocated to  the current taxable  year and any taxable  year prio r to  the year we were first treated as a PFIC with

respect to  the shareho lder would be taxed as o rdinary income; and
 

 
•  the amount allocated to  each o ther taxable  year would be subject to  tax at the highest rate  o f tax in effect fo r the applicable

class o f taxpayers fo r that year, and an interest charge fo r the deemed deferral benefit would be imposed with respect to  the
resulting  tax.

Additionally, if the shareho lder is an individual who  dies while  owning  our common shares, such shareho lder’s successo r generally
would no t receive a step-up in tax basis with respect to  such shares.

U.S. Federal Income Taxation o f Non- U.S. Shareho lders
A beneficial owner o f our common shares (o ther than a partnership o r an entity o r arrangement treated as a partnership fo r U.S.

federal income tax purposes) that is no t a U.S. Shareho lder is referred to  as a non-U.S. Shareho lder.

Distributions on Our Common Shares
In general, a non-U.S. Shareho lder is no t subject to  U.S. federal income tax on distributions received from us with respect to  our

common shares unless the distributions are  effectively connected with the shareho lder’s conduct o f a trade o r business within the
United States (and, if required by an applicable  income tax treaty, are  attributable  to  a permanent establishment that the shareho lder
maintains in the United States).

Sale, Exchange or Other Disposition of Our Common Shares
In general, a non-U.S. Shareho lder is no t subject to  U.S. federal income tax on any gain resulting  from the disposition o f our

common shares unless (i) such gain is effectively connected with the shareho lder’s conduct o f a trade o r business in the United States
(and, if required by an applicable  income tax treaty, is attributable  to  a permanent establishment that the shareho lder maintains in the
United States) o r (ii) the shareho lder is an
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individual who  is present in the United States fo r 183 days o r more during  the taxable  year in which those shares are  disposed (and
certain o ther requirements are  met).

Backup Withho lding  and Information Reporting
In general, payments o f distributions o r the proceeds o f a disposition o f our common shares to  a non-co rporate  U.S. Shareho lder

will be subject to  info rmation reporting  requirements. These payments to  a non-co rporate  U.S. Shareho lder also  may be subject to
backup withho lding  if the shareho lder:
 

 •  fails to  provide an accurate  taxpayer identification number;
 

 
•  is no tified by the IRS that he has failed to  report all interest o r co rporate  distributions required to  be shown on his U.S. federal

income tax returns; o r
 

 •  in certain circumstances, fails to  comply with applicable  certification requirements.

Non-U.S. Shareho lders may be required to  establish their exemption from info rmation reporting  and backup withho lding  on
payments made to  them within the United States by certifying  their status on an IRS Form W-8BEN, W-8ECI o r W-8IMY, as applicable .

Backup withho lding  is no t an additional tax. Rather, a shareho lder generally may obtain a credit fo r any amount withheld against his
liability fo r U.S. federal income tax (and obtain a refund o f any amounts withheld in excess o f such liability) by timely filing  U.S. federal
income tax return with the IRS.
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NON- U.S. TAX CONSIDERATIONS

Marshall Islands Tax Consequences
The fo llowing  discussion is the opinion o f Reeder & Simpson, P.C., our counsel as to  matters o f the laws o f the Republic  o f the

Marshall Islands, and the current laws o f the Republic  o f the Marshall Islands applicable  to  persons who  do  no t reside in, maintain
o ffices in o r engage in business in the Republic  o f the Marshall Islands.

Because we do  no t, and we do  no t expect that we will, conduct business o r operations in the Republic  o f the Marshall Islands, and
because all documentation related to  this o ffering  will be executed outside o f the Republic  o f the Marshall Islands, under current
Marshall Islands law you will no t be subject to  Marshall Islands taxation o r withho lding  on distributions, including  upon a return o f capital,
we make to  you as a shareho lder. In addition, you will no t be subject to  Marshall Islands stamp, capital gains o r o ther taxes on the
purchase, ownership o r disposition o f common shares, and you will no t be required by the Republic  o f the Marshall Islands to  file  a tax
return relating  to  the common shares.

Each prospective shareho lder is urged to  consult his tax counsel o r o ther adviso r with regard to  the legal and tax consequences,
under the laws o f pertinent jurisdictions, including  the Marshall Islands, o f his investment in us. Further, it is the responsibility o f each
shareho lder to  file  all state , local and non-U.S., as well as U.S. federal tax returns that may be required o f him.

Canadian Federal Income Tax Consequences
The fo llowing  discussion is the opinion o f Farris, Vaughan, Wills & Murphy LLP, our Canadian tax counsel, as to  the material

Canadian federal income tax consequences under the Income Tax Act (Canada) (the Canada Tax Act), as o f the date  o f this
prospectus, that we believe are  relevant to  ho lders o f common shares acquired in this o ffering  who  are , at all re levant times, fo r the
purposes o f the Canada Tax Act and the Canada-United States Tax Convention 1980 (the Canada-U.S. Treaty) resident only in the
United States who  are  “qualifying  persons” fo r purposes o f the Canada-U.S. Treaty and who  deal at arm’s leng th with us (U.S. Resident
Ho lders). Ho lders that are  United States limited liability companies should consult their own tax adviso rs.

Subject to  the assumptions below, under the Canada Tax Act, no  taxes on income (including  taxable  capital gains and withho lding
tax on dividends) are  payable  by U.S. Resident Ho lders in respect o f the acquisition, ho lding , disposition o r redemption o f our shares.
This opinion is based upon the assumptions that we are  no t a resident in Canada and such U.S. Resident Ho lders do  no t have, and have
no t had, fo r the purposes o f the Canada-U.S. Treaty, a permanent establishment in Canada to  which such shares pertain and, in addition,
do  no t use o r ho ld and are  no t deemed o r considered to  use o r ho ld such shares in the course o f carrying  on a business in Canada. We
will no t be resident in Canada in a taxation year if our principal business is the operation o f ships that are  used primarily in transporting
passengers o r goods in international traffic , all o r substantially all o f our g ross revenue fo r the year consists o f g ross revenue from the
operation o f ships in transporting  passengers o r goods in that international traffic , and we were no t g ranted artic les o f continuance in
Canada befo re the end o f the year. Income earned in Canada by a non-resident co rporation from the operation o f a ship in international
traffic , and gains realized from the disposition o f ships used principally in international traffic , are  no t included in a non-resident
co rporation’s income fo r Canadian tax purposes where the co rporation’s country o f residence g rants substantially similar re lief to  a
Canadian resident. Fo r a further discussion, separate  from this opinion, o f the tax consequences o f us becoming  a resident in Canada,
please read “Risk Facto rs—Tax Risks” in our latest Annual Report on Form 20-F.

Each prospective shareho lder is urged to  consult his tax counsel o r o ther adviso r with regard to  the legal and tax consequences,
under the laws o f pertinent jurisdictions, including  Canada, o f his investment in us. Further, it is the responsibility o f each shareho lder to
file  all state , local and non-U.S., as well as U.S. federal tax returns that may be required o f him.
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OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION

We estimate the expenses in connection with the issuance and distribution o f our common shares in this o ffering , o ther than
underwriting  discounts and commissions, as fo llows:
 

SEC Reg istration Fee   $71,300  
Printing  and Engraving  Expenses    *  
Legal Fees and Expenses    *  
Accountants’ Fees and Expenses    *  
NYSE Listing  Fee    *  
FINRA Filing  Fee    *  
Blue Sky Fees and Expenses    *  
Transfer Agent’s Fees and Expenses    *  
Miscellaneous Costs    *  
To tal   $ *  

 
* To  be provided by a prospectus supplement o r as an exhibit to  Report on Form 6-K that is inco rporated by reference into  this

prospectus.
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LEGAL MATTERS

The validity o f the securities and certain o ther legal matters with respect to  the laws o f the Republic  o f the Marshall Islands will be
passed upon fo r us by our counsel to  Marshall Islands Law, Reeder & Simpson, P.C. Certain o ther legal matters will be passed upon fo r
us by Farris, Vaughan, Wills & Murphy LLP, Vancouver, British Co lumbia and by Vinson & Elkins L.L.P., New York, New York. Farris,
Vaughan, Wills & Murphy LLP and Vinson & Elkins L.L.P. may rely on the opinions o f Reeder & Simpson, P.C. fo r all matters o f
Marshall Islands law.
 

35



Table of  Contents

PLAN OF DISTRIBUTION

We may sell securities described in this prospectus and any accompanying  prospectus supplement through one o r more
underwriters fo r public  o ffering  and sale , and we also  may sell securities to  investo rs directly, through the exercise  o f warrants o r
rights, o r through one o r more broker-dealers o r agents.

We will prepare a prospectus supplement fo r each o ffering  that will disclose the terms o f the o ffering , including  the name o r
names o f any underwriters, dealers o r agents, the purchase price o f the securities and the proceeds to  us from the sale , any
underwriting  discounts and o ther items constituting  compensation to  underwriters, dealers o r agents.

We will fix a price o r prices o f our securities at:
 

 •  market prices prevailing  at the time o f any sale  under this reg istration statement;
 

 •  prices related to  market prices; o r
 

 •  nego tiated prices.

We may change the price o f the securities o ffered from time to  time.

If we use underwriters o r dealers in the sale , they will acquire  the securities fo r their own account and they may resell these
securities from time to  time in one o r more transactions (which may invo lve crosses and block transactions), including  nego tiated
transactions, at a fixed public  o ffering  price o r at varying  prices determined at the time o f sale . The securities may be o ffered to  the
public  e ither through underwriting  syndicates represented by one o r more manag ing  underwriters o r directly by one o r more o f such
firms. Unless o therwise disclosed in the prospectus supplement, the obligations o f the underwriters to  purchase securities will be
subject to  certain conditions precedent, and the underwriters will be obligated to  purchase all o f the securities o ffered by the
prospectus supplement if any are  purchased. Any initial public  o ffering  price and any discounts o r concessions allowed o r reallowed o r
paid to  dealers may be changed from time to  time.

If a prospectus supplement so  indicates, the underwriters may, pursuant to  Regulation M under the Securities Exchange Act o f
1934 , engage in transactions, including  stabilization bids o r the imposition o f penalty bids, that may have the effect o f stabiliz ing  o r
maintaining  the market price o f the securities at a level above that which might o therwise prevail in the open market.

We may sell the securities directly o r through agents designated by us from time to  time, including  in connection with a
distribution to  our security ho lders o f rights to  purchase such securities. We will name any agent invo lved in the o ffering  and sale  o f the
securities fo r which this prospectus is delivered, and disclose any commissions payable  by us to  the agent o r the method by which the
commissions can be determined, in the prospectus supplement. Unless o therwise indicated in the prospectus supplement, any agent
will be acting  on a best effo rts basis fo r the period o f its appo intment.

We may ag ree to  indemnify underwriters, dealers and agents who  partic ipate  in the distribution o f securities against certain
liabilities to  which they may become subject in connection with the sale  o f the securities, including  liabilities arising  under the Securities
Act o f 1933.

Certain o f the underwriters, dealers and agents and their affiliates may be customers o f, may engage in transactions with and may
perfo rm services fo r us o r our affiliates in the o rdinary course o f business.

A prospectus and accompanying  prospectus supplement in electronic  fo rm may be made available  on the web sites maintained by
the underwriters. The underwriters may ag ree to  allocate  a number o f securities fo r sale  to  their online brokerage account ho lders. Such
allocations o f securities fo r internet distributions will be made on the same basis as o ther allocations. In addition, securities may be so ld
by the underwriters to  securities dealers who  resell securities to  online brokerage account ho lders.
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We may o ffer our units into  an existing  trading  market on terms described in the prospectus supplement relating  thereto .
Underwriters and dealers who  may partic ipate  in any at-the-market o fferings will be described in the prospectus supplement relating
thereto .

We may o ffer securities so lic ited directly by us and sell directly to  institutional investo rs o r o ffers, who  may be deemed to  be
underwriters within the meaning  o f the Securities Act o f 1933 with respect to  any resale  thereo f. The terms o f any such sales will be
described in the prospectus supplement relating  thereto .

Because FINRA views our common units as a direct partic ipation program, any o ffering  o f common units under the reg istration
statement, o f which this prospectus fo rms a part, will be made in compliance with Rule 2310 o f the FINRA Conduct Rules.

To  the extent required, this prospectus may be amended o r supplemented from time to  time to  describe a specific  plan o f
distribution. The place and time o f delivery fo r the securities in respect o f which this prospectus is delivered will be set fo rth in the
accompanying  prospectus supplement.
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EXPERTS

The conso lidated financial statements o f Seaspan Corporation as o f December 31, 2009 and 2008 and fo r each o f the three years
in the three year period ended December 31, 2009 and management’s assessment o f the effectiveness o f internal contro l over
financing  reporting  as o f December 31, 2009 have been inco rporated by reference herein in reliance upon the reports o f KPMG LLP,
independent reg istered public  accounting  firm, which reports are  also  inco rporated herein by reference, and upon the autho rity o f said
firm as experts in accounting  and auditing .
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WHERE YOU CAN FIND ADDITIONAL INFORMATION

This prospectus is part o f a reg istration statement on Form F-3 that we filed with the Securities and Exchange Commission, o r
SEC, utiliz ing  a “shelf” reg istration process o r continuous o ffering  process. Under this shelf reg istration process, we may, from time
to  time, sell up to  $1,000,000,000 o f the securities described in this prospectus in one o r more o fferings. Each time we o ffer
securities, we will provide you with this prospectus and a prospectus supplement that will describe, among  o ther things, the specific
amounts and prices o f the securities being  o ffered and the terms o f the o ffering , including , in the case o f warrants, rights and debt
securities, the specific  terms o f the securities.

That prospectus supplement may include additional risk facto rs o r o ther special considerations applicable  to  those securities and
may also  add, update , o r change info rmation in this prospectus. If there  is any inconsistency between the info rmation in this prospectus
and any prospectus supplement, you should rely on the info rmation in that prospectus supplement.

Government Filings
We file  annual and special reports within the Commission. You may read and copy any document that we file  at the public

reference facilities maintained by the Commission at 100 F Street, N.E., Room 1580, Washing ton, D.C. 20549. You may obtain
info rmation on the operation o f the public  reference room by calling  1 (800) SEC-0330, and you may obtain copies at prescribed rates
from the Public  Reference Section o f the Commission at its principal o ffice  in Washing ton, D.C. 20549. The Commission maintains a
website  (http://www.sec.gov) that contains reports, proxy and info rmation statements and o ther info rmation regarding  reg istrants that
file  e lectronically with the Commission. In addition, you can obtain info rmation about us at the o ffices o f the New York Stock
Exchange, 20 Broad Street, New York, New York 10005.

Information Incorporated by Reference
The Commission allows us to  “inco rporate  by reference” info rmation that we file  with it. This means that we can disclose

important info rmation to  you by referring  you to  those filed documents. The info rmation inco rporated by reference is considered to
be a part o f this prospectus, and info rmation that we file  later with the Commission prio r to  the termination o f this o ffering  will also  be
considered to  be part o f this prospectus and will automatically update  and supersede previously filed info rmation, including  info rmation
contained in this document.

We inco rporate  by reference the documents listed below:
 

 •  Current Reports on Form 6-K, dated May 13, 2010, June 4 , 2010 and August 5, 2010;
 

 •  Annual Report on Form 20-F fo r the year ended December 31, 2009, filed with the Commission on March 19, 2010; and
 

 
•  The description o f our securities contained in (a) our reg istration statement on Form 8-A (File  No . 001-32591), filed with the

SEC on August 2, 2005 and (b) any amendment o r report filed fo r the purpose o f updating  that description.

We are  also  inco rporating  by reference all subsequent annual reports on Form 20-F that we file  with the Commission and certain
Reports on Form 6-K that we furnish to  the Commission after the date  o f this prospectus (if they state  that they are  inco rporated by
reference into  this prospectus) until we file  a post-effective amendment indicating  that the o ffering  o f the securities made by this
prospectus has been terminated. In all cases, you should rely on the later info rmation over different info rmation included in this
prospectus o r the prospectus supplement.

You should rely only on the info rmation contained o r inco rporated by reference in this prospectus and any accompanying
prospectus supplement. We have no t, and any underwriters have no t, autho rized any o ther person
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to  provide you with different info rmation. If anyone provides you with different o r inconsistent info rmation, you should no t re ly on it.
We are  no t, and the underwriters are  no t, making  an o ffer to  sell these securities in any jurisdiction where the o ffer o r sale  is no t
permitted. You should assume that the info rmation appearing  in this prospectus and any accompanying  prospectus supplement as well
as the info rmation we previously filed with the Commission and inco rporated by reference, is accurate  as o f the dates on the front
cover o f those documents only. Our business, financial condition and results o f operations and prospects may have changed since
those dates.

You may request a free copy o f the above mentioned filings o r any subsequent filing  we inco rporated by reference to  this
prospectus by writing  o r te lephoning  us at the fo llowing  address:

Seaspan Corporation
Unit 2, 7th Floo r
Bupa Centre  141
Connaught Road West
Hong  Kong
China
(852) 2540-1686
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ENFORCEMENT OF CIVIL LIABILITIES

We are a Marshall Islands company and our executive o ffices are  located outside o f the United States in Hong  Kong . A majo rity
o f our directo rs and o fficers and some o f the experts in this prospectus reside outside the United States. In addition, a substantial
po rtion o f our assets and the assets o f our directo rs, o fficers and experts are  located outside o f the United States. As a result, you may
have difficulty serving  legal process within the United States upon us o r any o f these persons. You may also  have difficulty enfo rcing ,
bo th in and outside the United States, judgments you may obtain in U.S. courts against us o r these persons in any action, including
actions based upon the civil liability provisions o f U.S. federal o r state  securities laws.

Furthermore, there  is substantial doubt that the courts o f the Marshall Islands o r Hong  Kong  would (1) enter judgments in o rig inal
actions brought in those courts predicated on U.S. federal o r state  securities laws, o r (2) recognize o r enfo rce against us o r any o f our
o fficers, directo rs o r experts judgments o f courts o f the United States predicated on U.S. federal o r state  securities laws.

Inso far as indemnification fo r liabilities arising  under the Securities Act o f 1933 may be permitted to  directo rs, o fficers o r
persons contro lling  the reg istrant pursuant to  the fo rego ing  provisions, the reg istrant has been info rmed that in the opinion o f the
Securities and Exchange Commission such indemnification is against public  po licy as expressed in the Act and is therefo re
unenfo rceable .
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FORWARD- LOOKING STATEMENTS

Our disclosure and analysis in the prospectus concerning  our operations, cash flows, and financial position, including , in particular,
the likelihood o f our success in developing  and expanding  our business, include fo rward-looking  statements. Statements that are
predictive in nature , that depend upon o r refer to  future  events o r conditions, o r that include words such as “expects,” “antic ipates,”
“intends,” “plans,” “believes,” “estimates,” “pro jects,” “fo recasts,” “will,” “may,” “po tential,” “should,” and similar expressions are
fo rward-looking  statements. Although these statements are  based upon assumptions we believe to  be reasonable  based upon available
info rmation, including  pro jections o f revenues, operating  marg ins, earnings, cash flow, working  capital and capital expenditures, they
are subject to  risks and uncertainties that are  described more fully in this prospectus in the section titled “Risk Facto rs.” These fo rward-
looking  statements represent our estimates and assumptions only as o f the date  o f this prospectus and are  no t intended to  g ive any
assurance as to  future  results. As a result, you are  cautioned no t to  rely on any fo rward-looking  statements. Fo rward-looking  statements
appear in a number o f places in this prospectus. These risks and uncertainties include, but are  no t limited to :
 

 •  future  operating  o r financial results;
 

 •  our expectations relating  to  dividend payments and our ability to  make such payments;
 

 •  pending  acquisitions, business strategy and expected capital spending ;
 

 •  operating  expenses, availability o f crew, number o f o ff-hire  days, dry-docking  requirements and insurance costs;
 

 •  general market conditions and shipping  market trends, including  charter rates and facto rs affecting  supply and demand;
 

 
•  our financial condition and liquidity, including  our ability to  bo rrow funds under our credit facilities and to  obtain additional

financing  in the future  to  fund capital expenditures, acquisitions and o ther general co rporate  activities;
 

 •  estimated future  capital expenditures needed to  preserve our capital base;
 

 
•  our expectations about the availability o f ships to  purchase, the time that it may take to  construct new ships, o r the useful

lives o f our ships;
 

 •  our continued ability to  enter into  primarily long-term, fixed-rate  time charters with our customers;
 

 •  our ability to  leverage to  our advantage our Manager’s re lationships and reputation in the containership industry;
 

 •  changes in governmental rules and regulations o r actions taken by regulato ry autho rities;
 

 
•  the financial condition o f our shipyards, charterers, lenders, refund guaranto rs and o ther counterparties and their ability to

perfo rm their obligations under their ag reements with us;
 

 •  po tential liability from future litigation; and
 

 •  o ther facto rs discussed in the section titled “Risk Facto rs.”

We expressly disclaim any obligation to  update  o r revise  any o f these fo rward-looking  statements, whether because o f future
events, new info rmation, a change in our views o r expectations, o r o therwise. We make no  prediction o r statement about the
perfo rmance o f our securities.
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