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FARMER BROS. CO.
20333 South Normandie Avenue
Torrance, California 90502

NOTICE OF ANNUAL MEETING OF STOCKHOLDERS TO BE HELD ON TUESDAY,
DECEMBER 14, 2004

TO THE STOCKHOLDERS OF FARMER BROS. CO.

NOTICE IS HEREBY GIVEN that the Annual Meeting of Stockholders of Farmers
Bros. Co., a Delaware corporation (the "Company"), will be held at the
Principal office of the Company located at 20333 South Normandie Avenue,
Torrance, California 90502 on Tuesday, December 14, 2004, at 10:00 a.m.,
Pacific Standard Time, for the following purposes:

1. To elect three directors to a three year term of office expiring at the
2007 Annual Meeting of Stockholders;

2. To ratify the selection of Ernst & Young LLP as independent auditors of
the Company for the fiscal year ending June 30, 2005; and

3. To transact such other business as may properly come before the meeting
or any adjournment thereof.

The foregoing items of business are more fully described in the Proxy
Statement accompanying this Notice.

The Board of Directors has fixed the close of business on November 15,
2004, as the record date for the determination of stockholders entitled to
notice of and to vote at this Annual Meeting and at any continuation,
postponement or adjournment thereof.

By Order of the Board of Directors

John M. Anglin
Torrance, California Secretary
November 18, 2004

PLEASE SUBMIT A PROXY AS SOON AS POSSIBLE SO THAT YOUR SHARES CAN BE VOTED
AT THE ANNUAL MEETING IN ACCORDANCE WITH YOUR INSTRUCTIONS. FOR SPECIFIC
INSTRUCTIONS ON VOTING, PLEASE REFER TO THE INSTRUCTIONS ON THE PROXY CARD OR
THE INFORMATION FORWARDED BY YOUR BROKER, BANK OR OTHER HOLDER OF RECORD. EVEN
IF YOU HAVE VOTED YOUR PROXY, YOU MAY STILL VOTE IN PERSON IF YOU ATTEND THE
MEETING. HOWEVER, IF YOUR SHARES ARE HELD OF RECORD BY A BROKER, BANK OR OTHER
NOMINEE AND YOU WISH TO VOTE IN PERSON AT THE MEETING, YOU MUST OBTAIN A PROXY
ISSUED IN YOUR NAME FROM SUCH BROKER, BANK OR OTHER NOMINEE.
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FARMER BROS. CO. 20333 South Normandie Avenue Torrance, California 90502

PROXY STATEMENT
INFORMATION CONCERNING VOTING AND SOLICITATION

General

The enclosed proxy is solicited on behalf of the Board of Directors (the
"Board of Directors" or the "Board") of Farmer Bros. Co., a Delaware
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corporation (the "Company" or "Farmer Bros."), for use at the Annual Meeting of
Stockholders (the "Annual Meeting") to be held on Tuesday, December 14, 2004,
at 10:00 a.m., Pacific Standard Time, or at any continuation, postponement or
adjournment thereof, for the purposes discussed in this Proxy Statement and in
the accompanying Notice of Annual Meeting, and any business properly brought
before the Annual Meeting. Proxies are solicited to give all stockholders of
record an opportunity to vote on matters properly presented at the Annual
Meeting. The Company intends to mail this Proxy Statement and accompanying
proxy card on or about November 18, 2004 to all stockholders entitled to vote
at the Annual Meeting. The Annual Meeting will be held at the principal office
of the Company located at 20333 South Normandie Avenue, Torrance, California
90502.

Solicitation of Proxies

The mailing of proxy materials will commence on or about November 18,
2004. The Company will bear the entire cost of solicitation of proxies,
including preparation, assembly and mailing of this Proxy Statement, the proxy
and any additional information furnished to stockholders. Copies of
solicitation materials will be furnished to banks, brokerage houses,
fiduciaries and custodians holding shares of Farmers Bros. common stock (the
"Common Stock") in their names that are beneficially owned by others to forward
to these beneficial owners. The Company may reimburse persons representing
beneficial owners for their costs of forwarding the solicitation material to
the beneficial owners. Original solicitation of proxies by mail may be
supplemented by telephone, facsimile, electronic mail or personal solicitation
by directors, officers or employees of the Company. No additional compensation
will be paid to directors, officers or employees for such services.

Voting of Shares

You are entitled to vote if you were a stockholder of record of Common
Stock as of the close of business on November 15, 2004. You may vote by
attending the Annual Meeting and voting in person. You may also vote by
completing and mailing the enclosed proxy card. Each such holder present or
represented at the meeting will be entitled to one vote for each share of
Common Stock held on all matters to be voted upon at the meeting. All shares
entitled to vote and represented by properly executed proxies received before
the polls are closed at the Annual Meeting, and not revoked or superseded, will
be voted at the Annual Meeting in accordance with the instructions indicated on
those proxies. YOUR VOTE IS IMPORTANT.

Counting of Votes

All votes will be tabulated by the inspector of election appointed for the
Annual Meeting who will separately tabulate affirmative and negative votes and
abstentions. Shares held by persons attending the Annual Meeting but not
voting, shares represented by proxies that reflect abstentions as to a
particular proposal and broker "nonvotes" will be counted as present for
purposes of determining a quorum. A broker "nonvote" occurs when a nominee
holding shares for a beneficial owner has not received instructions from the
beneficial owner and does not have discretionary authority to vote the shares.

Directors are elected by a plurality of votes cast, so abstentions and
broker nonvotes will not be counted in determining which nominees received the
largest number of votes cast. The ratification of the selection of Ernst &
Young LLP requires the affirmative vote of a majority of the shares present or
represented by proxy at the Annual Meeting and entitled to vote on the matter.
Abstentions will have the same effect as votes against such proposal and broker
nonvotes will have no effect on the result of the votes on such proposal.

Shares Outstanding and Quorum
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At the close of business on November 15, 2004, 16,075,080 shares of Common
Stock were outstanding and entitled to vote. The Company has no other class of
securities outstanding. A majority of the outstanding shares of Common Stock,
represented in person or by proxy, will constitute a quorum at the Annual
Meeting.

Proxy Card and Revocation of Proxy

If you sign the proxy card but do not specify how you want your shares to
be voted, your shares will be voted by the proxy holders named in the enclosed
proxy in favor of the election of all of the director nominees and in favor of
ratification of the selection of Ernst & Young LLP as the independent auditors
for the fiscal year ending June 30, 2005. In their discretion, the proxy
holders named in the enclosed proxy are authorized to vote on any other matters
that may properly come before the Annual Meeting and at any continuation,
postponement or adjournment thereof. The Board of Directors knows of no items
of business that will be presented for consideration at the Annual Meeting
other than those described in this Proxy Statement. In addition, no
stockholder proposal or nomination was received on a timely basis in accordance
with the requirements of the Company's Bylaws, so no such matters may be
brought to a vote at the Annual Meeting.

If you vote by proxy, you may revoke that proxy at any time before it is
voted at the Annual Meeting. You may revoke your proxy by sending to the
Company's Secretary at the Company's principal office at 20333 South Normandie
Avenue, Torrance, California 90502, a written notice of revocation or a duly
executed proxy bearing a later date or by attending the Annual Meeting in
person and voting in person. Attendance at the meeting will not, by itself,
revoke a proxy.

ITEM 1
ELECTION OF DIRECTORS

Under the Company's Certificate of Incorporation and Bylaws, the Board of
Directors is divided into three classes, each class consisting, as nearly as
possible, of one third of the total number of directors, with members of each
class serving for a three year term. Class I consists of three directors,
continuing in office until the Annual Meeting, and each of Class II and Class
IIT consists of two directors, continuing in office until the 2005 Annual
Meeting and the 2006 Annual Meeting, respectively.

Directors are elected by a plurality of the votes. As a result, the three
Class I nominees who receive the largest number of properly cast votes will be
elected as directors. Each share of Common Stock is entitled to one vote for
each of the three director nominees. Cumulative voting is not permitted. It is
the intention of the proxy holders named in the enclosed proxy to vote the
proxies received by them for the election of the nominees named below unless
authorization to do so is withheld. If any nominee should become unavailable
for election prior to the Annual Meeting, an event that currently is not
anticipated by the Board, the proxies will be voted for the election of a
substitute nominee or nominees proposed by the Nominating Committee of the
Board of Directors. Each person nominated for election has consented to be
named and has agreed to serve i1f elected and management has no reason to
believe that any nominee will be unable to serve.

Lewis A. Coffman, Kenneth R. Carson and John Samore, Jr. are nominees for
election to the Board. All such nominees are presently directors of the
Company. Each of the nominees would serve until his successor is elected and
qualified, or until such director's earlier death, resignation, retirement,
disqualification or removal. If elected at the Annual Meeting, Messrs. Coffman,
Carson and Samore would each be elected to a three year term expiring at the
2007 Annual Meeting.

All of the present directors were elected to their current terms by the
stockholders, with the exception of Mr. Carson who was appointed by the Board
on August 17, 2004, filling a vacancy created by the death of Roy F. Farmer
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this past spring. The Board has determined that all nominees for election to
the Board at the 2004 Annual Meeting and all continuing directors are
independent under the revised listing standards of The Nasdag Stock Market,
Inc. ("NASDAQ"), except for Messrs. Carson, Berger and Farmer.

Set forth below is biographical information for each nominee and for each
person whose term of office as a director will continue after the Annual
Meeting. Other than as disclosed in the footnotes below, none of the directors
is a director of any other publicly held company.

Nominees for Election to a Three Year Term Expiring at the 2007 Annual Meeting

Served as a Director Principal Occupation
Name Age Continuously Since For the Last Five Years
Lewis A. Coffman 85 1983 Retired (former Vice President,
(1) (2) Sales from 1981 to 1986)
Kenneth R. Carson 64 2004 Retired (former Vice President,
Sales from 1990 to August 17,
2004)
John Samore, Jr. 58 2003 Independent Consultant and CPA,
(1) (2) (3) (4) Los Angeles, California since

2002; Tax Partner with the
Accounting Firm Arthur Andersen
LLP, Los Angeles, California,
from 1971 to 2002

THE BOARD RECOMMENDS A VOTE "FOR" EACH NAMED NOMINEE.
Member of the Compensation Committee
Member of the Nominating Committee

Member of the ESOP Administrative Committee
Member of the Audit Committee

Directors Continuing in Office Until the 2005 Annual Meeting

Served as a Director Principal Occupation
Name Age Continuously Since For the Last Five Years
Guenter W. Berger 67 1980 Vice President, Production
(1)
Thomas A. Maloof 52 2003 Chief Financial Officer of
(2) (3) (4) (5) Hospitality Marketing Concepts,

LLC, Irvine, California, a
provider of loyalty membership
programs for the hospitality

and leisure industries, since
2001; President of Perinatal
Practice Management - Alfigen
The Genetics Institute, Pasadena,
California, a national genetic
testing provider, previously

Directors Continuing in Office Until the 2006 Annual Meeting
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Served as a Director Principal Occupation
Name Age Continuously Since For the Last Five Years
Roy E. Farmer 52 1993 Chairman of the Board since

June 16, 2004; President, Chief
Executive Officer since 2003;
Chief Operating Officer

previously
John H. Merrell 60 2001 Partner in Accounting Firm of
(1) (2) (3) (4) Hutchinson and Bloodgood LLP,

Glendale, California

Member of the ESOP Administrative Committee

Member of the Compensation Committee

Member of the Nominating Committee

Member of the Audit Committee

) Mr. Maloof is also a director of eCOST.COM, INC. and PC Mall, Inc.,
publicly traded companies listed on NASDAQ.

(1)
(2)
(3)
(4)
(5

ITEM 2

RATIFICATION OF SELECTION OF INDEPENDENT AUDITORS

The Audit Committee of the Board has selected Ernst & Young LLP ("EY") as
the Company's independent auditors for the fiscal year ending June 30, 2005,
and has further directed that management submit the selection of independent
auditors for ratification by the stockholders at the Annual Meeting. EY has
audited the Company's financial statements since 1997. EY has no direct
financial interest or any material indirect financial interest in the Company
or its subsidiaries. During the past three years, EY has had no connection with
the Company or its subsidiaries in the capacity of promoter, underwriter,
voting trustee, director, officer or employee. Representatives of EY are
expected to be present at the Annual Meeting. They will have the opportunity
to make a statement if they desire to do so and are expected to be available to
respond to appropriate questions.

Stockholder ratification of the selection of EY as the Company's
independent auditors is not required by the Bylaws or otherwise. However, the
Board is submitting the selection of EY to the stockholders for ratification as
a matter of corporate practice. If the stockholders fail to ratify the
selection, the Audit Committee will reconsider whether or not to retain that
firm. Even if the selection is ratified, the Audit Committee in its discretion
may direct the appointment of a different independent accounting firm at any
time during the year if the Audit Committee determines that such a change would
be in the best interests of the Company and its stockholders.

The following resolution will be presented at the Annual Meeting:
"RESOLVED, that the appointment by the Audit Committee of Ernst & Young LLP as
the Company's independent auditors for the fiscal year ending June 30, 2005 is
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hereby ratified, confirmed and approved."

The affirmative vote of the holders of a majority of the shares present in
person or represented by proxy at the Annual Meeting and entitled to vote is
required to ratify the selection of EY as the Company's independent auditors.

THE BOARD RECOMMENDS A VOTE "FOR" RATIFICATION OF THE APPOINTMENT OF ERNST &
YOUNG LLP.

SECURITY OWNERSHIP OF DIRECTORS, EXECUTIVE OFFICERS AND CERTAIN BENEFICIAL
OWNERS

Principal Stockholders

The following table sets forth certain information regarding the
beneficial ownership of the Common Stock as of November 10, 2004 (except as
otherwise stated in the footnotes), by all persons known to management who own
beneficially more than five percent (5%) of the Common Stock as of such date:

Name and Address of Amount and Nature of Percent of
Beneficial Owner Beneficial Ownership (1) Class
Roy E. Farmer 6,311,282 shares(2) 39.30%

c/o Farmer Bros. Co.

20333 South Normandie Ave.
Torrance, California 90502

Farmer Bros. Co. Employee Stock 3,000,500 shares(3) 18.70%
Ownership Plan

c/o Farmer Bros. Co.

20333 South Normandie Ave.

Torrance, California 90502

Franklin Mutual Advisers, LLC 2,093,533 shares(4) 13.00%
51 John F. Kennedy Parkway

Short Hills, New Jersey 07078

Attn: Bradley Takahashi

Royce & Associates, LLC 922,750 shares (5) 5.70%



Edgar Filing: FARMER BROTHERS CO - Form DEF 14A

1414 Avenue of the Americas
New York, New York 10019
Attn: Daniel A. O'Byrne

(1) Information in this table regarding beneficial owners of more than five
percent (5%) of the Common Stock is based on information provided by them or
obtained from filings under the Securities Exchange Act of 1934, as amended
(the "Exchange Act"). Unless otherwise indicated in the footnotes and subject
to community property laws where applicable, each of the beneficial owners of
more than five percent (5%) of the Common Stock has sole voting and/or
investment power with respect to such shares.

(2) Includes 6,269,580 shares held by various trusts of which Mr. Farmer is
the sole trustee for the benefit of family members (including himself), 40,000
shares owned outright by Mr. Farmer and 1,702 shares beneficially owned by Mr.
Farmer through the Company's Employee Stock Ownership Plan ("ESOP"), rounded to
the nearest whole share.

(3) There are 400,110 allocated shares and 2,600,390 shares as yet
unallocated to plan participants. Under the terms of the ESOP, unallocated
shares and allocated shares which ESOP participants have failed to vote will be
voted proportionately to the vote of allocated shares by ESOP participants.

(4) According to a Form 4 filed with the Securities and Exchange Commission
(the "SEC") dated September 20, 2004 by Franklin Mutual Advisers, LLC
("Franklin"), Franklin on that date beneficially owned 2,093,533 shares

(13.0%) . Franklin is reported to have sole voting and investment power over
these shares pursuant to certain investment advisory contracts with one or more
of Franklin's clients, which advisory clients are the record owners of the
2,093,533 shares.

(5) According to a Form 13F filed with the SEC on November 10, 2004 by Royce
& Associates, LLC ("Royce"), Royce on that date beneficially owned 922,750
shares (5.7%). Royce 1s reported to have sole voting and investment power over
these shares.

Directors and Executive Officers

The following table sets forth certain information regarding the
beneficial ownership of the Common Stock as of November 10, 2004 by: (i) each
director and nominee; (ii) the Company's Chief Executive Officer, and each of
its other four most highly compensated executive officers (collectively, the
"Named Executive Officers") for fiscal 2004; and (iii) all directors and
nominees, Named Executive Officers and executive officers of the Company as a
group:

Amount and Nature of Percent of
Name Beneficial Ownership Class
Guenter W. Berger 6,762(2) *
Kenneth R. Carson 4,202 (3) *
Lewis A. Coffman 150 *
Roy E. Farmer 6,311,282 (4) 39.3%
Michael J. King 1,432 (5) *
Thomas A. Maloof - -
John H. Merrell 500 (6) *
John Samore, Jr. 500(7) *
John E. Simmons 5,350(8) *

All directors and
executive officers as
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a group (10 persons) 6,330,178 39.4

oe

* Less than 1%

(1) Information in this table regarding directors and nominees, Named
Executive Officers and executive officers is based on information provided by
them. Unless otherwise indicated in the footnotes and subject to community
property laws where applicable, each of the directors and nominees, Named
Executive Officers and executive officers has sole voting and/or investment
power with respect to such shares.

(2) Held in trust with voting and investment power shared by Mr. Berger and
his wife. Includes 1,702 shares beneficially owned by Mr. Berger through the
ESOP, rounded to the nearest whole share.

(3) Includes 1,702 shares beneficially owned by Mr. Carson through the ESOP,
rounded to the nearest whole share, and 1,000 shares voted as custodian for
minor children.

(4) Includes 6,269,580 shares held by various trusts of which Mr. Farmer is
the sole trustee for the benefit of family members (including himself), 40,000
shares owned outright by Mr. Farmer and 1,702 shares beneficially owned by Mr.
Farmer through the Company's ESOP, rounded to the nearest whole share.

(5) Beneficially owned by Mr. King through the ESOP, rounded to the nearest
whole share.

(6) Held in a revocable living trust with voting and investment power shared
by Mr. Merrell and his wife.

(7) Held in a revocable living trust with voting and investment power shared

by Mr. Samore and his wife.

(8) Includes 1,702 shares beneficially owned by Mr. Simmons through the ESOP,

rounded to the nearest whole share.

BOARD AND COMMITTEE MATTERS
Board Meetings

The Board held eleven meetings during fiscal 2004. All of the directors
attended at least 75% of the total number of meetings of the Board of Directors
and committees on which they served during fiscal 2004. Although it is
customary for all Board members to attend, the Company has no formal policy in
place with regard to Board members' attendance at its annual meetings of
stockholders. All members of the Board, with the exception of the late Roy F.
Farmer, were present at the 2003 Annual Meeting of Stockholders held on
February 23, 2004.

Corporate Governance

The Board maintains charters for select committees. In addition, the Board
has adopted a written Code of Conduct for all employees, officers and
directors, and a Code of Ethics for the Chief Executive Officer and Chief
Financial Officer that generally formalize practices already in place at the
Company. The Board has approved the Code of Conduct and Code of Ethics that
are included in this Proxy Statement as Annex A and Annex B, respectively. The
committee charters, Code of Conduct and Code of Ethics are not yet available on
the Company's website; however, the Company is in the process of updating its
website at www.farmerbroscousa.com(l) to include such information and other
corporate and financial information.

Committees

10
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Audit Committee

The Company has a standing Audit Committee established in accordance with
applicable provisions of the Exchange Act. The Audit Committee's principal
purposes are to oversee the accounting and financial reporting processes of the
Company, the audits of the financial statements of the Company, and the
qualifications and independence of the independent accountants. The Board has
approved an amended and restated charter of the Audit Committee that was
included as Annex D to the Company's Proxy Statement for the 2003 Annual
Meeting of Stockholders. The Audit Committee carries out its responsibilities
in accordance with the terms of its charter. During fiscal 2004, the Audit
Committee met six times. John H. Merrell serves as Chairman, and Thomas A.
Maloof and John Samore, Jr. serve as members of the Audit Committee. The Board
has determined that at least one member of the Audit Committee is an "audit
committee financial expert" as defined in item 401 (h) (2) of Regulation SK under
the Exchange Act. That person is John H. Merrell, the Audit Committee
Chairman. Mr. Merrell is "independent" as that term is used in Item
7(d) (3) (iv) of Schedule 14A under the Exchange Act. The Board has determined
that all Audit Committee members are independent under the revised listing
standards of NASDAQ. The Audit Committee meets the NASDAQ composition
requirements, including the requirements regarding financial literacy and
financial sophistication.

(1) This website address is not intended to function as a hyperlink, and the
information contained in the Company's website is not intended to be a part of
this Proxy Statement.

Nominating Committee

The Nominating Committee is a standing committee of the Board and is
comprised of Lewis A. Coffman, Thomas A. Maloof, John H. Merrell and John
Samore, Jr. The principal purposes of the Nominating Committee are to identify
persons qualified to become Board members and to recommend to the Board
individuals to be selected as director nominees for the next annual meeting of
stockholders or for appointment to vacancies on the Board. The Board has
determined that all Nominating Committee members are independent under the
revised listing standards of NASDAQ.

The Nominating Committee believes that its slate of nominees should
include: the Chief Executive Officer of the Company; one or more nominees with
upper management experience with the Company or in the coffee industry; three
nominees who are independent and have the requisite accounting or financial
qualifications to serve on the Audit Committee; and at least three nominees who
are independent and have executive compensation experience to serve on the
Compensation Committee. All nominees should contribute substantially to the
Board's oversight responsibilities. The Nominating Committee met once in fiscal
2004 to nominate directors for election at the 2004 Annual Meeting. The Board
has approved a charter of the Nominating Committee that was included as Annex E
to the Company's Proxy Statement for the 2003 Annual Meeting of Stockholders.

The Nominating Committee will consider recommendations for director
nominees from Company stockholders. Biographical information and contact
information for proposed candidates should be sent to Farmer Bros. Co., 20333
South Normandie Avenue, Torrance, California 90502, Attn: Secretary, subject to
the notice provisions described below under the caption "Other Stockholder
Proposals and Nominations." The Nominating Committee will evaluate candidates
proposed by stockholders using the following criteria: Board needs (see
discussion of slate of nominees above); relevant business experience; time
availability; absence of conflicts of interest; and perceived ability to
contribute to the Company's success.

Compensation Committee

The Compensation Committee is a standing committee of the Board and is

comprised of Lewis A. Coffman, John H. Merrell, Thomas A. Maloof and John
Samore, Jr. The Compensation Committee is responsible for assessing the overall

11
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compensation structure of the Company and for administering and reviewing all
executive compensation programs, incentive compensation plans and equitybased
plans, and all other compensation and benefit programs currently in place at
the Company. Additionally, the Compensation Committee is responsible for
reviewing and evaluating the performance of the Company's executive officers
(including the Chief Executive Officer) and setting compensation for executive
officers based on such evaluations. The Board has approved a charter of the
Compensation Committee that is included in this Proxy Statement as Annex C. The
Compensation Committee met once in fiscal 2004. The Board has determined that
all Compensation Committee members are independent under the revised listing
standards of NASDAQ.

Compensation of Directors

For fiscal 2004, each nonemployee director was paid an annual retainer of
$20,000 and meeting fees of $1,500 for each Board meeting and committee meeting
(if not held in conjunction with a Board meeting) attended. For fiscal 2005,
each nonemployee director will receive an annual retainer of $25,000 and
meeting fees of $1,500 for each Board meeting and committee meeting (if not
held in conjunction with a Board meeting) attended, and the Audit Committee
Chairman will receive an additional annual retainer of $2,500. The members of
the Board are also entitled to reimbursement of travel expenses from outside
the greater Los Angeles area, 1in accordance with Company policy, incurred in
connection with attendance at Board and committee meetings. There are no family
relationships among any directors of the Company.

EXECUTIVE COMPENSATION
Compensation of Executive Officers
The following table sets forth summary information concerning certain
compensation awarded to, paid to, or earned by the Named Executive Officers for
all services rendered in all capacities to the Company and its subsidiaries for
the fiscal years 2002 through 2004.

SUMMARY COMPENSATION TABLE

Annual Compensation
Name and Fiscal Other Annual
All Other
Principal Position Year Salary ($)Bonus($) Compensation ($) (2)
Compensation ($)

ROY F. FARMER 2004 300,000 59,002 (3)
16,349 (4)
Deceased - Former Chairman 2003 850, 000
181,278 (4)

of the Board and CEO 2002 1,000,000 450,000
151,773 (4)
ROY E. FARMER 2004 498,411 400,000
16,678 (5)
President, CEO and 2003 335,585 400,000
17,082 (5)

Chairman of the Board 2002 325,730 300,000
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13,383 (5)
GUENTER W. BERGER 2004 250,788 100,000
17,040 (6)
Vice President, Production 2003 244,477 100,000
17,317 (6)
2002 238,113 100,000
13,588 (6)
KENNETH R. CARSON 2004 250,788 75,000
16,890(7)
Retired - Former Vice 2003 214,889 100,000
17,031(7)
President, Sales 2002 208,544 75,000
13,342 (7)
MICHAEL J. KING 2004 168,967
13,850(8)
Vice President, Sales 2003 162,919
13,567(8)
2002 156,781
11,930(8)
JOHN E. SIMMONS 2004 228,555 100,000
16,598 (9)
Treasurer and CFO 2003 203,472 100,000
16,833(9)
2002 188,584 75,000
13,106(9)
(1) Awarded under the Company's Incentive Compensation Plan for the years

indicated, paid during the following year, consistent with past practice. The
awards for fiscal 2004 were based primarily upon the Company's earnings
achieved that year. (See "Compensation Committee Report" below.)

(2) None of the Named Executive Officers, other than Roy F. Farmer, received
perquisites or other personal benefits in an amount large enough to require
reporting in this column, nor did any of them receive any other compensation
required to be reported in this column.

(3) Legal fees paid for tax and estate planning.

(4) Includes: (i) allocations under the ESOP (based on the closing price of
the Company's Common Stock on June 30 of each year) of $12,958, $16,595 and
$16,349 for fiscal 2002, 2003 and 2004, respectively (including mandatory
distributions of cash in lieu of shares of $1,482 and $1,909 for fiscal 2003
and 2004, respectively); and (ii) P.S. 58 costs of the two split dollar life
insurance policies purchased under Mr. Farmer's prior employment agreement
which expired in 1998 plus the dollar value of the benefit to him under the
Company's executive life insurance plan, in the amount of $138,815 and $164,683
for fiscal 2002 and 2003, respectively. No premiums were paid by the Company in
fiscal 2002 through 2004 on the split dollar policies.

(5) Includes: (i) the dollar value of benefits under the Company's
executive life insurance plan of $282, $465 and $425; and

(ii) allocations under the ESOP of $12,958, $16,595 and $16,349, for fiscal
2002, 2003 and 2004, respectively.

(6) Includes: (i) the dollar value of benefits under the Company's executive
life insurance plan of $644, $700 and $630; and

(ii) allocations under the ESOP of $12,958, $16,595 and $16,349, for fiscal
2002, 2003 and 2004, respectively.
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(7) Includes: (i) the dollar value of benefits under the Company's executive
life insurance plan of $494, $414 and $384; and

(ii) allocations under the ESOP of $12,958, $16,595 and $16,349, for fiscal
2002, 2003 and 2004, respectively.

(8) Includes: (i) the dollar value of benefits under the Company's executive
life insurance plan of $215, $251 and $226; and

(ii) allocations under the ESOP of $11,715, $13,316 and $13,624, for fiscal
2002, 2003 and 2004, respectively.

(9) Includes: (i) the dollar value of benefits under the Company's executive
life insurance plan of $202, $216 and $148; and (ii) allocations under the ESOP
of $12,958, $16,595 and $16,349, for fiscal 2002, 2003 and 2004, respectively.

Retirement Plan

The following table shows estimated annual benefits payable for the 2004
plan year under the Company's retirement plan ("Retirement Plan") upon
retirement at age 62 to persons at various average compensation levels and
years of credited service based on a straight-life annuity. The Retirement
Plan is a contributory defined benefit plan covering all nonunion Company
employees. The following figures assume that employee contributions (2% of
annual gross earnings) are made throughout the employees' first five years of
service and are not withdrawn. After five years of participation in the
Retirement Plan, employees make no further contributions. Benefits under a
predecessor plan are included in the following figures. Maximum annual combined
benefits under both plans generally cannot exceed the lesser of $205,000 or the
average of the employee's highest three years of compensation.

Credited Years of Service
Annualized Pension Compensation
for Highest 60 Consecutive Months

in Last Ten Years of Employment 20 25 30 35
$100,000 $30,000 $37,500 $45,000 $52,500
$125,000 $37,500 $46,875 $56,250 $65,625
$150,000 $45,000 $56,250 $67,500 $78,750
$170,000 $52,500 $65,625 $78,750 $91,875
$200,000 $60,000 $75,000 $90,000 $105,000
$250,000 $61,500 $76,875 $92,250 $107,625

The earnings of executive officers by which benefits in part are measured
consist of the amounts reportable under "Annual Compensation" in the Summary
Compensation Table less certain allowance items (none in 2004).

The five year average compensation for purposes of the Retirement Plan of
each of the Named Executive Officers and the number of years of service rounded
to the nearest year (as of December 31, 2003) and credited to each of them
under the Retirement Plan were as follows: Roy E. Farmer - $637,894 (27 years);
Guenter W. Berger - $332,742 (39 years); Kenneth R. Carson $286,882 (38 years);
Michael J. King $151,094 (30 years); and John E. Simmons $269,651 (22 years).
After 37 years of credited service, Roy F. Farmer began receiving maximum
benefits during fiscal 1988, which benefits ceased upon his death in 2004.

The above straight life annuity amounts are not subject to deductions for
Social Security or other offsets. Other payment options, one of which is
integrated with Social Security benefits, are available.

Compensation Committee Report (1)

The Compensation Committee Report for fiscal 2004 is as follows:

Philosophy and Objectives
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The Compensation Committee believes that once base salaries of executive
officers are established at competitive levels, increases should generally
reflect cost of living changes and adjustments for market competitiveness, and
that individual performance should be rewarded by bonuses or other incentive
compensation awards. The Compensation Committee believes that most of the
executive officers will be incentivized to a greater degree by such a program.

Executive Officer Compensation

In 2003 the Compensation Committee obtained a compensation study prepared
by Valuemetrics Advisors, Inc. relating to officer and director compensation.
The report concluded that the current executive officers employed by the
Company were underpaid when compared to their counterparts at sizeadjusted peer
group companies. Consistent with the Compensation Committee's expressed
compensation policy of paying a competitive base salary, the Compensation
Committee has increased base salaries to Messrs. Berger and Simmons by three
percent (3%) for fiscal 2005. In recognition of Mr. Farmer's increased
responsibilities as Chairman and Chief Executive Officer, the Compensation
Committee has raised his base salary for fiscal 2005 to $595,000 from $498,411
for fiscal 2004. Mr. Farmer's base salary is not directly related to Company
performance. Mr. Farmer also received an award for fiscal 2004 under the
Company's Incentive Compensation Plan (see below).

Incentive Compensation Plan

The Company made awards under its Incentive Compensation Plan (the "Plan")
for fiscal 2004 to all employee executive officers. The Compensation Committee
felt that awards were justified in light of the Company's performance in fiscal
2004, although financial results were below those achieved in the prior two
years. Total awards for fiscal 2004 were $675,000, as compared to $700,000 for
fiscal 2003 and $1,000,000 for fiscal 2002.

Under the provisions of the Plan, a percentage of the Company's annual
pretax income is made available for discretionary cash or deferred awards. The
percentage varies from three percent of pretax income over $14.0 million to six
percent of pretax income of $24.0 million or more. Amounts available for awards
but not awarded are carried forward. The pool available for awards for fiscal
2004 under the Incentive Compensation Plan was in excess of $14.0 million. Of
the available pool, the Compensation Committee awarded a total of $675,000 of
which $400,000 was awarded to Roy E. Farmer, the Company's Chairman, President
and Chief Executive Officer, and a total of $275,000 was awarded to the other
executive officers. The award to Mr. Farmer was based on the Compensation
Committee's evaluation of Mr. Farmer's performance. Specific performance areas
that the Compensation Committee evaluated in fiscal 2004 included relative
financial performance and accomplishment of other strategic and operational
priorities.

(1) The material in this report is not soliciting material, is not deemed
filed with the SEC, and is not incorporated by reference in any filing of the
Company under the Securities Act of 1933, as amended (the "Securities Act"), or
the Exchange Act, whether made before or after the date of this Proxy Statement
and irrespective of any general incorporation language in such filing.

COMPENSATION COMMITTEE OF THE BOARD OF DIRECTORS

Lewis A. Coffman
Thomas A. Maloof
John H. Merrell

John Samore, Jr.
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Compensation Committee Interlocks and Insider Participation

The Compensation Committee is comprised of Lewis A. Coffman, an outside
director and retired executive officer of the Company, John H. Merrell, an
outside director, Thomas A. Maloof, an outside director, and John Samore, Jr.,
an outside director.

The chart set forth below shows the value of an investment of $100 on June
30, 1999 in each of Farmer Bros. Common Stock, the Russell 2000 Index and Value
Line Food Processing Index. All values assume reinvestment of the pretax value
of dividends paid by companies included in these indices and are calculated as
of June 30 of each year. The historical stock price performance of the
Company's Common Stock shown in the performance graph below is not necessarily
indicative of future stock performance.

Comparison of Five-Year Cumulative Total Return
Farmer Bros. Co., Russell 2000 Index and Value Line Food Processing Index
(Performance Results Through 6/30/04)
Performance Graph

1999 2000 2001 2002 2003 2004
Farmer Brothers Co. 100.00 87.92 115.04 181.41 171.45 137.07
Russell 2000 Index 100.00 113.01 110.55 99.77 96.69 127.56
Food Processing 100.00 103.82 126.43 155.48 147.87 185.68

Source: Value Line, Inc. Factual material is obtained from sources believed
to be reliable, but the publisher is not responsible for any errors or
omissions contained herein.

(1) The material in this performance graph is not soliciting material, is not
deemed filed with the SEC, and is not incorporated by reference in any filing

of the Company under the Securities Act or the Exchange Act, whether made

before or after the date of this Proxy Statement and irrespective of any

general incorporation language in such filing.

AUDIT MATTERS

Audit Committee Report (1)

The Audit Committee Report for fiscal 2004 is as follows:

1. The Audit Committee has reviewed and discussed with management the Company's
audited financial statements as of and for the year ended June 30, 2004.

2. The Audit Committee has discussed with Ernst & Young LLP, the Company's
independent auditors, the matters required to be discussed by Statement of
Auditing Standards No. 61, Communication with Audit Committees, as amended, by
the Auditing Standards Board of the American Institute of Certified Public
Accountants.

3. The Audit Committee has received written disclosures and the letter from
Ernst & Young LLP required by Independence Standards Board Standard No. 1,
Independence Discussions with Audit Committees, as amended, and has discussed
with Ernst & Young LLP their independence.

4. Based on the review and discussion referred to in paragraphs (1) through (3)
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above, the Audit Committee has recommended to the Board, that the audited
financial statements referred to above be included in the Company's Annual
Report on Form 10K for the fiscal year ended June 30, 2004 filed with the SEC
on September 13, 2004.

AUDIT COMMITTEE OF THE BOARD OF DIRECTORS
John H. Merrell, Chairman

Thomas A. Maloof

John Samore, Jr.

Independent Auditors

The following summarizes the fees paid to EY for the fiscal years ended
June 30, 2003 and 2004:

2004 2003
Audit Fees $244,000 $154,000
Audit Related Fees 0 0
Tax Fees 210,000 126,000
All Other Fees 0 0
Total Fees $454,000 $280,000

Audit fees include aggregate fees billed by EY for the audit of the
Company's annual financial statements and review of financial statements
included in the Company's quarterly reports on Form 10Q. The fiscal 2004 audit
fees include $28,500 to examine Company documentation related to management
reporting under Section 404 of the Sarbanes-Oxley Act of 2002. Tax fees include
aggregate fees billed by EY for tax compliance, tax advice and tax planning
services, including state tax representation and miscellaneous consulting on
federal taxation matters. For fiscal 2003 and 2004, EY provided no services
other than audit and tax services. The Audit Committee has considered the
effect of EY's providing tax services and other non-audit services on the
firm's independence.

From and after the effective date of the SEC rule requiring Audit
Committee pre-—approval of all audit and permissible non-audit services provided
by independent auditors, the Audit Committee has pre-approved all audit and
permissible non-audit services provided by EY.

(1) The material in this report is not soliciting material, is not deemed
filed with the SEC, and is not incorporated by reference in any filing of the
Company under the Securities Act or the Exchange Act, whether made before or
after the date of this Proxy Statement and irrespective of any general
incorporation language in such filing.

CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Purchase of Common Stock (1)

On December 24, 2003, the Company purchased 4,438,450 shares of Common
Stock from Catherine Crowe (2,133,300 shares), sister of former Company
Chairman Roy F. Farmer, and trusts created for the benefit of her children
(2,305,150 shares) for the sum of approximately $110,960,000 or approximately
$25.00 per share. The closing price per share of the Common Stock on NASDAQ on
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December 24, 2003 was $31.60. In connection with this purchase, litigation
filed by the Crowe family to remove Roy F. Farmer as trustee of various family
trusts was settled.

Sale of Common Stock to the ESOP (1)

On January 9, 2004, the Company sold 1,249,390 shares of Common Stock to
the Company's ESOP for $25.00 per share. The closing price per share of the
Common Stock on NASDAQ on January 9, 2004 was $30.36. The Company loaned the
ESOP $31,234,750 for such purpose. The loan bears interest at a variable rate
equal to 1.5% per annum over a 90 day commercial paper rate adjusted quarterly
and is repayable in annual installments through December 15, 2018. The Company
has agreed to make contributions to the ESOP sufficient to enable it to repay
the loan.

(1) Share numbers and per share prices have been retroactively adjusted to
reflect a ten for one stock split declared on March 4, 2004.

OTHER
Section 16(a) Beneficial Ownership Reporting Compliance

Section 16 (a) of the Exchange Act requires the Company's executive
officers and directors, and persons who own more than 10% of a registered class
of the Company's equity securities ("Reporting Persons"), to file reports of
ownership and changes in ownership with the SEC and with NASDAQ. Reporting
Persons are required by SEC regulations to furnish the Company with copies of
all forms they file pursuant to Section 16(a). Based solely on its review of
the copies of such reports received by it, and written representations from
certain Reporting Persons that no other reports were required for those
persons, the Company believes that, during the fiscal year ended June 30, 2004,
the Reporting Persons met all applicable Section 16(a) filing requirements,
except: the ESOP and Mr. Samore each had one purchase transaction for which the
filing was late; and Franklin Mutual Advisers, LLC reported 12 purchase
transactions, for which all of the filings were late.

Stockholder Proposals and Nominations

Pursuant to Rule 14a-8 under the Exchange Act, stockholders may present
proper proposals for inclusion in the Company's proxy statement and for
consideration at the Company's next annual meeting of stockholders. To be
eligible for inclusion in the Company's 2005 proxy statement, stockholder
proposals must be received by the Company by July 21, 2005 if the 2005 Annual
Meeting is held between November 14, 2005 and January 13, 2006, or if not,
within a reasonable time before the Company begins to print and mail its proxy
material, and must otherwise comply with Rule 14a8. While the Board will
consider stockholder proposals, the Company reserves the right to omit from the
Company's proxy statement stockholder proposals that it is not required to
include under the Exchange Act, including Rule 14a8.

In addition, the Company's Bylaws contain an advance notice provision with
respect to matters to be brought at an annual meeting of stockholders,
including nominations, and not included in the Company's proxy statement. A
stockholder who desires to nominate a director or bring any other business
before the stockholders at the 2005 Annual Meeting must notify the Company in
writing, must cause such notice to be delivered to or received by the Secretary
not less than ninety (90) days nor more than one hundred twenty (120) days
prior to the anniversary of the 2004 Annual Meeting of Stockholders, and must
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comply with the other Bylaw provisions summarized below; provided, however,
that in the event that the 2005 Annual Meeting is called for a date that is not
within thirty (30) days before or after such anniversary date, notice by the
stockholder in order to be timely must be so received not later than the close
of business on the tenth (10th) day following the day on which such notice of
the date of the 2005 Annual Meeting was mailed or such public disclosure of the
date of the 2005 Annual Meeting was made, whichever first occurs.

The Bylaws provide that nominations may be made by the Board, by a
committee appointed by the Board or any stockholder entitled to vote in the
election of directors generally. Stockholders must provide actual written
notice of their intent to make nomination(s) to the Secretary of the Company
within the timeframes described above. Each such notice must set forth (a) as
to each person whom the stockholder proposes to nominate for election as a
director (i) the name, age, business address and residence address of the
person, (ii) the principal occupation or employment of the person, (iii) the
class or series and number of shares of capital stock of the Company which are
owned beneficially or of record by the person and (iv) any other information
relating to the person that would be required to be disclosed in a proxy
statement or other filings required to be made in connection with solicitations
of proxies for election of directors pursuant to Section 14 of the Exchange
Act; and (b) as to the stockholder giving notice. (i) the name and record
address of such stockholder, (ii) the class or series and number of shares of
capital stock of the Company which are owned beneficially or of record by such
stockholder, (iii) a description of all arrangements or understandings between
such stockholder and each proposed nominee and any other person or persons
(including their names) pursuant to which the nomination(s) are to be made by
such stockholder, (iv) a representation that such stockholder intends to appear
in person or by proxy at the meeting to nominate the persons named in its
notice and (v) any other information relating to such stockholder that would be
required to be disclosed in a proxy statement or other filings required to be
made in connection with the solicitation of proxies for election of directors
pursuant to Section 14 of the Exchange Act. Such notice must be accompanied by
a written consent of each proposed nominee to being named as a nominee and to
serve as a director if elected.

The notice given by a stockholder regarding other business to be brought
before an annual meeting of the stockholders must set forth (a) a brief
description of the business desired to be brought before the annual meeting and
the reason for conducting such business at the annual meeting, (b) the name and
record address of such stockholder, (c) the class and number of shares of stock
of the Company which are owned beneficially or of record by such stockholder,
(d) a description of all arrangements or understandings between such
stockholder and any other persons (including their names) in connection with
the proposal and any material interest of such stockholder in such business and
(e) a representation that such stockholder intends to appear in person or by
proxy at the annual meeting to bring such business before the meeting.

You may write to the Secretary of the Company at the Company's principal
executive office, 20333 South Normandie Avenue, Torrance, California 90502, to
deliver the notices discussed above and for a copy of the relevant Bylaw
provisions regarding the requirements for making stockholder proposals and
nominating director candidates.

Communication with the Board

The Company's annual meeting of stockholders provides an opportunity each
year for stockholders to ask questions of or otherwise communicate directly
with members of the Board on appropriate matters. In addition, stockholders may
communicate in writing with any particular director, or the directors as a
group, by sending such written communication to the Secretary of the Company at
the Company's principal executive office, 20333 South Normandie Avenue,
Torrance, California 90502. Copies of written communications received at such
address will be provided to the Board or the relevant director unless such
communications are considered, in the reasonable judgment of the Secretary, to
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be inappropriate for submission to the intended recipient (s). Examples of
stockholder communications that would be considered inappropriate for
submission to the Board include, without limitation, customer complaints,
solicitations, communications that do not relate directly or indirectly to the
Company's business or communications that relate to improper or irrelevant
topics.

Householding of Proxy Materials

The SEC has adopted rules that permit companies and intermediaries (such
as banks and brokers) to satisfy the delivery requirements for proxy statements
and annual reports with respect to two or more stockholders sharing the same
address by delivering a single proxy statement addressed to those stockholders.
This process, which is commonly referred to as "householding," potentially
means extra convenience for stockholders and cost savings for companies.

This year, a number of brokers with account holders who are Company
stockholders will be "householding" the Company's proxy materials. A single
proxy statement will be delivered to multiple stockholders sharing an address
unless contrary instructions have been received from the affected stockholders.
Once you have received notice from your broker that they will be "householding"
communications to your address, "householding" will continue until you are
notified otherwise or until you revoke your consent. If, at any time, you no
longer wish to participate in "householding" and would prefer to receive a
separate proxy statement and annual report, please notify your broker, direct
your written request to Mr. John E. Simmons, Chief Financial Officer, Farmer
Bros. Co., 20333 South Normandie Avenue, Torrance, California 90502, or contact
Mr. John E. Simmons by telephone at (310) 7875200. Stockholders who currently
receive multiple copies of the proxy statement at their address and would like
to request "householding" of their communications should contact their broker.

Annual Report to Stockholders

The 2004 Annual Report to Stockholders is being mailed to stockholders
with this Proxy Statement. The Annual Report is neither incorporated by
reference in this Proxy Statement nor part of the proxy soliciting material. A
copy of the Company's Form 10K, as filed with the SEC for the year ended June
30, 2004, may be obtained by persons entitled thereto, without charge, by
writing to Farmer Bros. Co., 20333 South Normandie Avenue, Torrance, California
90502, attention Chief Financial Officer.

By Order of the Board of Directors
John M. Anglin
Secretary

November 18, 2004
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ANNEX A

FARMER BROS. CO. CODE OF CONDUCT

PURPOSE AND SCOPE

Farmer Bros. Co. (referred to herein as "Farmer Bros." or the "Company")
has established this Code of Conduct (this "Code") to codify the personal and
professional ethical and legal standards of conduct required of Company
employees, officers and directors, the procedures by which complaints of
violations of those standards will be investigated and the disciplinary actions
which may be taken to enforce this Code. This Code applies to all Farmer Bros.
employees, officers and directors.

POLICY

Farmer Bros.' business must be conducted in accordance with applicable
laws of the United States and other jurisdictions in which Farmer Bros.
operates and in accordance with the highest ethical standards of business
conduct. All employees, officers and directors shall adhere strictly to this
policy, without exception.

Throughout Farmer Bros. long history it has been our policy to comply with
all relevant federal, state and local laws. However, in these uncertain times,
we must also strive to demonstrate that our commitment to ethical conduct in
the affairs of our business goes far beyond the prohibitions of any particular
law. Farmer Bros.' minimum requirements for the conduct of all employees,
officers and directors follow.

This Code cannot describe every practice or convey every standard which
relates to Farmer Bros.' commitment to personal and professional, business,
ethical and legal standards. It is the responsibility of each employee,
officer and director to use his or her common sense where there is no written
guideline in this Code.

We encourage you to voice your concerns and raise any questions which you
may have related to this policy free from any fear of retaliation.

SPECIFIC OBLIGATIONS
General Business Ethics
Farmer Bros. employees, officers and directors are required and expected

to deal honestly, truthfully and fairly with others in business. False or
intentionally misleading statements or omissions of any kind should never be
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made. Confidential information, either of Farmer Bros. or of any other company,
must never be misused. Farmer Bros. will not tolerate any types of deceitful
practices.

Maintenance of Company Books, Records, Documents and Accounts

Farmer Bros. corporate and business records must be maintained completely,
accurately and honestly at all times. The making of false or intentionally
misleading entries, whether related to financial results or test results, is
strictly prohibited. Farmer Bros. records serve as a basis for managing our
business and are vital in serving the needs of our customers, suppliers,
employees and others with whom we do business.

Financial Integrity and Public Reporting

Farmer Bros. records are relied upon to produce reports for our
management, stockholders, governmental agencies and the general public. In
particular, our accounting and other business and corporate records are relied
upon for preparing periodic and current reports required by the United States
Securities and Exchange Commission and The Nasdaqg Stock Market, Inc. where our
common stock is traded. These reports must provide full, fair, accurate, timely
and understandable disclosures related to the results of our operations and our
financial condition.

Employees charged with collecting, analyzing and providing reports related
to this information must always strive to ensure that our financial disclosures
are accurate and transparent and that our reports contain all of the
information required by stockholders and potential investors to assess the
soundness and risks of our business and financial position.

Relationships With Vendors/Customers

Farmer Bros. vendors and customers are to be treated honestly and fairly
at all times, without exception. No payments, gifts of more than nominal value,
or any form of preferential treatment may be made to obtain or retain business,
or to realize a certain price for our products. No payments, direct or
indirect, including gifts of more than nominal value, or any form of
preferential treatment, may be solicited or accepted from any vendor, customer
or competitor of Farmer Bros. Money, gifts, repetitive or extensive
entertainment and other favors which would imply or incur an obligation must
not be accepted or given by employees, officers, directors or members of their
immediate families in connection with transactions involving Farmer Bros. For
example, acceptance of an inappropriate gift by a member of your family from
one of our suppliers could create a conflict of interest and result in a
violation of this Code attributable to you.

Acceptance of a meal, refreshments or entertainment in the normal course
of business relations is permitted and, to the extent practical, should be
reciprocated.

Farmer Bros. will promptly terminate any employee who offers or receives a
bribe or a kickback. Such conduct is illegal and strictly forbidden.

Conflicts of Interest

Farmer Bros. employees, officers and directors must avoid conflicts of
interest and avoid the mere appearance of a potential conflict of interest.
Each employee, officer and director should carefully review his or her own
situation to make sure they are free from conflicts of interest.

All decisions involving the business or non-business activities of Farmer Bros.
must be made solely in the best interests of Farmer Bros. Employees, officers
and directors must not make decisions based on personal considerations which
might affect or appear to affect their judgment. Accordingly, they must not
have, or appear to have, any direct or indirect personal interest, financial or
otherwise, in any of Farmer Bros.' competitors, suppliers or customers. They
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may not buy or sell, directly or indirectly, any property, goods or services
from or to Farmer Bros. for their own benefit or for the benefit of their
families or associates. Employees, officers and directors must not accept from
others, directly or indirectly, any form of compensation for work or services
relating to their responsibilities as Farmer Bros. employees. The ownership, as
an investor, of the securities of publicly held corporations may normally be
disregarded, provided that such ownership does not trigger reporting in
accordance with federal securities laws (typically five percent (5%)).

Any employee with a question about whether a particular situation
constitutes a conflict of interest should discuss it with his or her
supervisor.

The following are examples of situations which, depending on the facts
and circumstances, might involve conflicts of interest:

. Employment by (including consulting for) or service on the board of a
competitor, customer, supplier or other service provider. Activity that
enhances or supports the position of a competitor to the detriment of Farmer
Bros. is prohibited, including employment by or service on the board of a
competitor. Employment by or service on the board of a customer or supplier or
other service provider is generally discouraged and you must seek authorization
in advance if you plan to take such action.

Owning, directly or indirectly, a significant financial interest in any
entity that does business, seeks to do business or competes with us. In
addition to the factors described above, persons evaluating ownership for
conflicts of interest will consider the size and nature of the investment; the
nature of the relationship between the other entity and Farmer Bros.; the
employee's access to confidential information and the employee's ability to
influence Farmer Bros.' decisions. If you would like to acquire a financial
interest of that kind, you must seek approval in advance.

Soliciting or accepting gifts, favors, loans or preferential treatment
from any person or entity that does business or seeks to do business with us.

Soliciting contributions to any charity or for any political candidate
from any person or entity that does business or seeks to do business with us.

. Taking personal advantage of corporate opportunities or confidential
Company business information.

Conducting our business transactions with your family member, significant
other or person who shares your household or a business in which you have a
significant financial interest. Material related-party transactions approved by
the Audit Committee and involving any executive officer or director will be
publicly disclosed as required by applicable laws and regulations.

. Exercising supervisory or other authority on behalf of Farmer Bros. over
a coworker who is also a family member. The employee's supervisor and/or a
compliance officer will consult with the human resources department to assess
the advisability of reassignment.

. Loans to, or guarantees of obligations of, employees or their family
members by Farmer Bros. could constitute an improper personal benefit to the
recipients of those loans or guarantees, depending on the facts and
circumstances. Some loans are expressly prohibited by law and others may

require approval by the Board of Directors or one of its committees.

Inside Information

Farmer Bros. employees, officers and directors who have access to "inside
information" that has not yet become publicly available about either Farmer
Bros. or publicly traded companies with which Farmer Bros. has business
dealings, may not profit financially by buying, selling or in any other way
dealing in Farmer Bros. stock or the stock of another publicly traded company
about which the person has obtained inside information.

In furtherance of this policy, Farmer Bros. employees, officers and
directors may not benefit financially or in any other way by passing on inside
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information to any other person or entity. The use of inside information in
order to gain personal benefit is illegal regardless of how small the user's
profit from the transaction may be.

An easy way to determine whether information not yet publicly available is
inside information is to ask whether the dissemination of the information would
be likely to affect the market price of the stock of the company in question or
whether it would be likely to be considered as important information by
investors who are considering purchasing or selling that company's stock. If
the information makes you want to buy or sell, it is likely to have the same
effect on others.

If you possess inside information, you must refrain from trading the stock
of the company concerned, from advising anyone else to do so or from
communicating the inside information to anyone else until you know that it has
been disseminated to the public. The mere appearance of an improper transaction
should be avoided, without exception.

Company Trade Secrets

Proprietary information includes data developed or assembled on Company
time or at Company expense, that is unique in the sense that the end result is
not readily available generally without a like expenditure of time and money,
even though the basic data is known or observable. Trade secrets include all
data unique to Farmer Bros. and discoverable only by employees in certain
positions in Farmer Bros. Information in these categories is the property of
Farmer Bros., and any misapplication or misappropriation of that property may
prompt legal action by Farmer Bros.

No one should share proprietary information or trade secrets of Farmer
Bros. with anyone outside Farmer Bros., or anyone within Farmer Bros. not
authorized to receive that information. Nor should anyone solicit or accept
from anyone outside Farmer Bros. any proprietary information or trade secrets
of another company. Farmer Bros. has no interest either in receiving or using
any proprietary information or trade secrets of other companies, because to do
so would be unethical and improper.

Further, no one should make any use of materials protected by copyrights,
trademarks or patents without first bringing the matter to the attention of the
CFO's office.

Antitrust

Farmer Bros. has always been, and remains, an ardent supporter of free and
fair competition. Farmer Bros. forbids any conduct that would unfairly and
unlawfully diminish competition in the marketplace. The antitrust laws protect
and promote free and fair competition among businesses. Examples of the types
of conduct which are prohibited under the antitrust laws, and are therefore
particularly unacceptable to Farmer Bros., include but are not limited to:

Any agreements among competitors about price, or allocation of markets,
territories or customers.

Any agreements with customers not to deal with a competitor.
Restrictions on resale.
Sales conditioned on agreements to purchase other products.
Environmental, Health and Safety Laws and Regulations
Environmental, health and safety laws and regulations are very complex and
extremely important. Farmer Bros. has its own written operating procedures that
govern our commitment to comply with all applicable environmental, health and

safety laws and regulations. Compliance with these regulations is essential. In
addition, it is essential that any reports or representations made by or on
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behalf of Farmer Bros. to any environmental, health or safety regulatory body
is completely accurate and correct, containing no false statements or material
omissions.

International Business

Farmer Bros. will observe the highest ethical standards in all business
transactions, including those involving foreign countries. Farmer Bros. should
not conduct business in any foreign country in a way that would be illegal or
improper in the United States.

Both the Foreign Corrupt Practices Act and the Organization for Economic
Cooperation and Development anti-bribery convention prohibit the bribing of any
foreign government official. Payments made to any foreign agent must be lawful
and required under the laws of the foreign country. Payments by or on behalf of
Farmer Bros. to foreign agents should always be strictly for services rendered
and should be reasonable in amount given the nature of those services.

Farmer Bros. will be accurate and truthful in representing international
business transactions to government agencies. All information furnished to any
customs official or to any agent which Farmer Bros. may have hired to
facilitate imports and exports must be accurate and truthful. If you conduct
business internationally on behalf of Farmer Bros., please make sure you have a
thorough understanding of these laws.

Media and Public Discussions

Farmer Bros. is a publicly traded company and is therefore required to
make certain disclosures of material information concerning our business and
financial operations. We make these disclosures through very specific and
limited channels in order to avoid inappropriate publicity and to ensure that
all persons with an interest in our Company have equal access to such
information.

All inquiries or calls from the press, financial analysts or other
individuals or entities requesting information about Farmer Bros. should be
referred to the CFO, John Simmons, or the person who in the future may be
designated to be in charge of investor relations for our Company. Farmer Bros.
has designated the CFO as our official spokesperson. Unless a specific
exception has been made by the CEO or the CFO, the CFO 1is the only person who
may communicate freely with the press on behalf of Farmer Bros.

Sexual Harassment

Farmer Bros. prohibits the sexual harassment of individuals in the
workplace. Sexually harassing behavior which occurs off Farmer Bros. premises
is also prohibited. Furthermore, Farmer Bros. will not tolerate retaliation
against anyone who rejects sexual advances, makes a report of harassment or
provides information or assistance in the investigation of such a report.

Interference with an Audit

It is unlawful to attempt improperly to persuade an outside auditor to
approve false financial statements. Farmer Bros. prohibits its employees,
officers and directors, and anyone acting under their direction, from coercing,
manipulating, misleading or fraudulently influencing Farmer Bros.' outside
auditor to approve materially misleading financial statements.

Reporting Procedures

Farmer Bros. employees, officers and directors who become aware of any
illegal activities or any violation of the policies contained in this Code are
required to immediately report such conduct. Farmer Bros. does not only
encourage this reporting, it is required. Farmer Bros. pledges that it will not
retaliate against person who make such reports and shall not tolerate
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retaliation by any other person against any person who makes such a report.

Employees may report a violation of this Code to their supervisors,
directly to the CFO or to the following Farmer Bros. Employee Compliance
Hotline which has been established for such use:

Voice Mail Number: (818) 5026521

Voice mail messages can be sent anonymously to the Farmer Bros. Employee
Compliance Hotline; however, if you wish to preserve your anonymity, you should
not send voice mail messages using a phone located within the Company's
offices.

Employees may report questionable accounting or auditing matters directly
to the Chairperson of the Audit Committee of the Company's Board of Directors
or to the following Audit Committee Hotline which has been established for such
use:

Voice Mail Number: (866) 821-6436

Voice mail messages can be sent anonymously to the Audit Committee
Hotline; however, if you wish to preserve your anonymity, you should not send
voice mail messages using a phone located within the Company's offices.

A full and accurate report made to the CFO constitutes compliance with the
reporting requirement.

Complaint Investigation Procedures

Complaints which do not relate to accounting, internal accounting controls
or auditing will be handled by the CFO and the Company's legal counsel as
appropriate. Complaints alleging questionable accounting, internal accounting
controls and auditing matters will be submitted to the Audit Committee of the
Board of Directors. The Audit Committee may request the Company's legal counsel
to conduct an investigation, or may, in its discretion, retain its own advisors
to evaluate and/or to investigate the complaint. Complaints alleging serious
misconduct by Senior Management will be referred to the full Board of Directors
for evaluation and investigation as appropriate. All other complaints will be
investigated by the Company's legal counsel, as appropriate, and a summary of
the complaints and management follow up will be reported to the Audit Committee
periodically.

Disciplinary Sanctions

Employees who violate the policies set forth in this Code will be subject
to discipline. Disciplinary measures will vary, depending on the seriousness of
the violation and the individual circumstances of the employee. Available
disciplinary sanctions include suspension, termination and referral to public
law enforcement authorities for possible prosecution.

Administration

Managers are responsible for ensuring that their exempt employees have
read and understand this Code. Human Resources is responsible for providing
copies of the this Code and other Farmer Bros. policies in the new employee
package for all salaried exempt new hires.

SPECIAL RESPONSIBILITIES OF THE CEO AND SENIOR FINANCIAL OFFICERS

The Chief Executive Officer, the Chief Financial Officer and all other
senior financial officers are bound by the provisions set forth above relating
to ethical conduct, conflicts of interest and compliance with law. 1In
addition, the Chief Executive Officer, the Chief Financial Officer and all
other senior financial officers are subject to the following specific policies:
. The Chief Executive Officer and all senior financial officers are
responsible for full, fair, accurate, timely and understandable disclosure in
the periodic reports required to be filed by Farmer Bros. with the Securities
and Exchange Commission, and in all other public communications made by Farmer
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Bros. Accordingly, it is the responsibility of the Chief Executive Officer and
each senior financial officer promptly to bring or cause to be brought to the
attention of the Audit Committee any material information of which he or she
may become aware that affects the disclosures made by Farmer Bros. in its
public filings and other public communications or otherwise assist the Audit
Committee in fulfilling its responsibilities as specified in the Audit
Committee's charter.

. The Chief Executive Officer and each senior financial officer shall
promptly bring or cause to be brought to the attention of the outside general
counsel and to the Audit Committee any information he or she may have
concerning any violation of this Code, including any actual or apparent
conflicts of interest between personal and professional relationships,
involving any management or other employees who have a significant role in
Farmer Bros.' financial reporting, disclosures or internal controls.

. The Chief Executive Officer and each senior financial officer shall
promptly bring or cause to be brought to the attention of the outside general
counsel and to the Audit Committee any information he or she may have
concerning evidence of a material violation of the securities or other laws,
rules or regulations applicable to Farmer Bros. and the operation if its
business, by Farmer Bros. or any agent thereof.

. The Board of Directors shall determine, or designate appropriate persons
to determine, appropriate actions to be taken in the event of violations of
this Code by the Chief Executive Officer and Farmer Bros.' senior financial
officers. Such actions shall be reasonably designed to deter wrongdoing and to
promote accountability for adherence to this Code and may include written
notices to the individual involved that the Board has determined that there has
been a violation, censure by the Board, demotion or re-—assignment of the
individual involved, suspension with or without pay or benefits (as determined
by the Board), termination of the individual's employment and referral to
public law enforcement authorities for possible prosecution. In determining
what action is appropriate in a particular case, the Board of Directors or such
designee shall take into account all relevant information, including the nature
and severity of the violation, whether the violation was a single occurrence or
repeated occurrences, whether the violation appears to have been intentional or
inadvertent, whether the individual in question had been advised prior to the
violation as to the proper course of action and whether or not the individual
in question had committed other violations in the past.

Adopted: August 16, 2004

ANNEX B
CODE OF ETHICS

As the Chief Executive Officer, Chief Financial Officer or the holder of
such other position to which Farmer Bros. Co. (the "Company") has applied this
Code, I recognize that financial managers hold an important and elevated role
in corporate governance. I certify that I will adhere to the following
principles and responsibilities:

. Act with honesty and integrity, avoiding actual or apparent conflicts of
interest between personal and professional relationships;

Provide in the Company's reports to the Securities and Exchange
Commission and other public communications information that is accurate,
objective, relevant, timely and understandable;

Comply with applicable rules and regulations of federal, state and local
governments, and other private and public regulatory agencies, including
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exchanges where the Company's securities might be listed;

Act in good faith, responsibly, with due care, competence and diligence,
and without misrepresenting material facts or allowing my independent judgment
to be subordinated;

. Maintain the confidentiality of information acquired in the course of my
work except when authorized or otherwise legally obligated to disclose.
Confidential information acquired in the course of my work will not be used for
personal advantage;

Share my knowledge and maintain skills important and relevant to my
constituents' needs;

Promote ethical behavior as a responsible partner among peers in my work
environment;

. Achieve responsible use of and control over all assets and resources
employed or entrusted to me;

. Report known or suspected violations of this Code to the Audit Committee
and in accordance with all applicable rules;

. Report to the Audit Committee any actual or apparent conflicts of
interest between me and the Company and between any Company officer or director
and the Company of which I become aware; and

I understand that I will be accountable for adhering to this Code of
EtthS and that violations will not be tolerated by the Company and will result
in consequences which may include reprimand, suspension, dismissal or legal
action.

Dated: September 26, 2003
/s/ Roy E. Farmer

Roy E. Farmer, President and Chief Executive Officer

Dated: September 26, 2003

/s/ John E. Simmons
John E. Simmons, Treasurer and Chief Financial Officer

ANNEX C

CHARTER OF THE COMPENSATION COMMITTEE OF THE BOARD OF DIRECTORS
Purpose

The Compensation Committee (the "Committee") of the Board of Directors
(the "Board") of Farmer Bros. Co. (the "Company") is established for the
principal purposes of discharging the Board's responsibilities related to
compensation of the Company's employees and executive officers, including
approval of chief executive officer compensation and to prepare the report on
executive compensation required to be included in the Company's annual proxy
statement. This charter specifies the scope of authority and responsibility of
the Committee.

Organization, Membership and Meetings

1. The Committee shall be comprised of at least three (3) directors, at least
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two (2) of whom must meet the independence, expertise and other qualification
standards required by the federal securities laws and as may be required by the
listing standards of The Nasdag Stock Market, Inc. or other securities exchange
upon which the Company's securities are traded.

2. Members of the Committee shall be appointed by the Board. Members may be
replaced by the Board at any time, but shall otherwise serve until a successor
has been named.

3. The Committee shall meet at least once each year, with the authority to
convene additional meetings, as circumstances require. The Committee may invite
members of management, legal counsel or others to attend meetings and to
provide relevant information.

4. The Committee may form and delegate authority to subcommittees when
appropriate, or to one or more members of the Committee.
5. The Committee may elect a Chairman of the Committee who, if elected, shall

preside at all meetings. At all meetings of the Committee, a majority of the
members of the Committee shall constitute a quorum for the transaction of
business, and the act of a majority of the members of the Committee present at
a meeting at which a quorum is in attendance shall be the act of the Committee.
Members of the Committee may participate in any meeting by means of a
conference telephone or similar communications equipment by means of which
persons participating in the meeting can hear each other, and such
participation shall constitute presence in person at such meeting. The
Committee shall maintain written minutes of its meetings, which minutes will be
filed in the corporate minute book. Any person present at a meeting may be
appointed by the Committee as Secretary to record the minutes. The Committee
may adopt additional rules of procedure, but when a matter of procedure is not
addressed by Committee rules, the procedure specified by the Company's Bylaws
shall be followed.

Committee Authority, Responsibilities and Duties

The Committee shall have the following authority, responsibilities and
duties:

1. To review and approve on an annual basis the procedures and substances of
the Company's copmpensation policy for executive officers.
2. Evaluate at least annually the executive officers' performance in light of

established goals and objectives and, based on such evaluation, have sole
authority to determine the executive officers' annual compensation.

3. Review and make recommendations to the Board with respect to compensation
for other executive officers, incentive compensation plans and equitybased
compensation plans.

4. Review and make recommendations to the Board with respect to the
compensation of directors.

5. Administer, interpret and determine awards pursuant to the Company's
Incentive Compensation Plan, as it may be amended.

6. Conduct a performance evaluation of the Committee and review and assess
this charter's adequacy at least annually.
7. The authority to engage, and pay the fees and expenses of search firms,

consulting firms, independent counsel, advisors and experts deemed necessary,
as determined by the Committee, to permit the Committee to perform its duties
under this charter. The fees and expenses of these search firms, consulting
firms, independent counsel, advisors and experts shall be paid by the Company,
and the Company shall provide all other funding necessary for the Committee to
perform its functions and responsibilities.

8. Perform such other activities consistent with this charter, the Company's
Bylaws and governing law, as the Committee or the Board deems necessary or
appropriate.

9. Report to stockholders in the Company's annual proxy statement about
officer compensation as required by Securities and Exchange Commission rules.
10. Perform other functions as requested by the Board of Directors.
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Reporting Responsibilities

The Committee shall report to the Board periodically or as required by the
nature of its duties on its activities and shall make recommendations to the
Board as the Committee decides are appropriate.

Adopted: August 16, 2004

Farmer Bros. Co.

20333 S. Normandie Ave.
Torrance, CA 90502
(310) 7875240

[LOGO]

FARMER BROS. CO.

ANNUAL MEETING OF STOCKHOLDERS
Tuesday, December 14, 2004
Time: 10:00 a.m.

FARMER BROS. CO.

CORPORATE OFFICE

20333 South Normandie Avenue
Torrance, CA 90520

Farmer Bros. Co.
20333 South Normandie Avenue
Torrance, CA 90502 Proxy

This proxy is solicited by the Board of Directors for use at the Annual Meeting
on December 14, 2004.
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The shares of stock you hold in your account or in a dividend reinvestment
account will be voted as you specify below.

If no choice is specified, the proxy will be voted FOR Proposals One and Two
and AGAINST Proposal Three.

By signing the proxy, you revoke all prior proxies and appoint Roy E. Farmer,
Guenter W. Berger and Lewis A. Coffman, and each of them, with full power of
substitution, to vote your shares on the matters shown on the reverse side and
any other matters which may come before the Annual Meeting and all
adjournments.

See reverse for voting instructions.

Please detach here

The Board of Directors Recommends a Vote FOR Item One.

1. To elect three directors for a three year term expiring at the Annual
Meeting of Stockholders in 2007.

Nominees:

01 Lewis A. Coffman 02 Kenneth R. Carson 03 John
Samore, Jr.

Vote FOR all nominees Vote WITHHELD for all nominees
(except as marked)

(Instructions: To withhold authority to vote for any indicated nominee, write
the number (s) of the nominee(s) in the box provided to the right.)
The Board of Directors Recommends a Vote FOR Item Two.

2. To ratify the selection of Ernst & Young LLP as independent auditors of
the Company for the fiscal year ending June 30, 2005.

For Against Abstain

In their discretion, the Proxy Holders are authorized to vote upon such other

matters as may properly come before the Annual Meeting of Stockholders and at

any continuation, postponement or adjournment thereof. The Board of Directors
at present knows of no other business to be presented at the Annual Meeting of
Stockholders.

This Proxy Card will be voted as specified or, if no choice is specified, will
be voted FOR the election of the named nominees and FOR ratification of the
selection of Ernst & Young LLP.

As of the date hereof, the undersigned hereby acknowledges receipt of the
accompanying Notice of Annual Meeting of Stockholders to be held December 14,
2004, the Proxy Statement and the Company's Annual Report to Stockholders for
the fiscal year ended June 30, 2004.
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Address Change? Mark Box ___
Indicate changes below:
Date:

Signature(s) in Box

Please sign exactly as your name(s) appears on Proxy. If held in joint
tenancy, all persons must sign. Trustees, administrators, etc., should include
title and authority. Corporations should provide full name of corporation and
title of authorized officer signing the proxy.

if">2005
$43,000
Time charter/2.4 years

April 17, 2008
Star Cosmo (ex Victoria)

Supramax
52,200
2005
$41,900
Time charter/2.5 years
July 1, 2008
Vessels To Be Delivered
Star Ypsilon (ex Falcon Cape) (2)
Capesize
150,940
1991
$93,333
2.9 from delivery

September 2008 (expected)
(1)On April 24, 2008, we entered into an agreement to sell Star Iota for $18.4 million. We expect to deliver this vessel

to its purchasers by September 2008.
@ We expect the Star Ypsilon to be delivered to us by September 2008.

32



Edgar Filing: FARMER BROTHERS CO - Form DEF 14A

We actively manage the deployment of our fleet on time charters, which generally can last up to several
years. Currently, all of our vessels are employed on medium to long-term time charters. A time charter is generally a
contract to charter a vessel for a fixed period of time at a set daily rate. Under time charters, the charterer pays voyage
expenses such as port, canal and fuel costs. We pay for vessel operating expenses, which include crew costs,
provisions, deck and engine stores, lubricating oil, insurance, maintenance and repairs, as well as for commissions.
We are also responsible for the drydocking costs relating to each vessel.

Our vessels operate worldwide within the trading limits imposed by our insurance terms and do not operate in areas
where United States, European Union or United Nations sanctions have been imposed.

As of August 21, 2008, we had 20 employees. Eighteen of our employees, through Star Bulk Management Inc., or
Star Bulk Management, are engaged in the day to day management of the vessels in our fleet. Our wholly-owned
subsidiary, Star Bulk Management performs operational and technical management services for the vessels in our
fleet. Our Chief Executive Officer and our Chief Financial Officer are also the senior management of Star Bulk
Management. Star Bulk Management employs such number of additional shore-based executives and employees
designed to ensure the efficient performance of its activities.

We reimburse and/or advance funds as necessary to Star Bulk Management in order for it to conduct its activities and
discharge its obligations, at cost. We also maintain working capital reserves as may be agreed between Star Bulk and
Star Bulk Management from time to time.

Star Bulk Management is responsible for the management of the vessels. Star Bulk Management’s responsibilities
include, inter alia, locating, purchasing, financing and selling vessels, deciding on capital expenditures for the vessels,

paying vessels’ taxes, negotiating charters for the vessels, managing the mix of various types of charters, developing
and managing the relationships with charterers and the operational and technical management of the

vessels. Technical management includes maintenance, drydocking, repairs, insurance, regulatory and classification

society compliance, arranging for and managing crews, appointing technical consultants and providing technical

support.

We do not intend to pay commissions to our affiliates in connection with the chartering of vessels to or from any of
our affiliates or for the purchase of vessels from or sale to our affiliates.

Star Bulk Management subcontracts the technical and crew management of our vessels to Combine Marine S.A., or
Combine, Bernhardt Schulte Shipmanagement Ltd., or Bernhardt, Union Commercial Inc, or Union and Univan
Shipmanagement Ltd., or Univan.

On June 18, 2008, we entered into an agreement with Union for the technical management of the Star Cosmo. Under
the agreement, we pay a daily fee of $450, which is reviewed two months before the beginning of each calendar
year. The agreement continues indefinitely unless either party terminates the agreement after the first voyage upon
two months' written notice or a certain termination event occurs.
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On November 2 and December 5, 2007, we entered into agreements with Bernhardt for the technical management of
the Star Alpha, the Star Beta, the Star Delta, the Star Epsilon and the Star Theta, the Star Omicron and the Star Kappa,
respectively. Under these agreements, we pay Bernhardt an aggregate annual management fee of $110,000 per
vessel. The agreements continue indefinitely unless either party terminates the agreements upon three months' written
notice or a certain termination event occurs.

Under an agreement dated May 4, 2007, we appointed Combine, a company affiliated with Mr. Tsirigakis, our Chief
Executive Officer, Mr. Pappas, the Chairman of our Board and one of our directors and Mr. Christos Anagnostou, a
former officer of Star Maritime, as interim manager of the vessels in the initial fleet. Under the agreement, Combine
provides interim technical management and associated services, including legal services, to the vessels in exchange
for a flat fee of $10,000 per vessel prior to delivery and at a daily fee of $450 U.S. dollars per vessel during the term
of the agreement until such time as the technical management of the vessel is transferred to another technical
management company. Combine is entitled to be reimbursed at cost by us for any and all expenses incurred by them
in the management of the vessels, but shall provide us the full benefit of all discounts and rebates enjoyed by them.
The term of the agreement is for one year from the date of delivery of each vessel. Either party may terminate the
agreement upon thirty days’ written notice. The Star Gamma, the Star Zeta and the Star Sigma are currently managed
by Combine.

On July 4, 2007, we entered into an agreement with Univan for the technical management of the Star Iota. Under the
agreement, we pay a monthly management fee of $8,500, which is reviewed two months before the beginning of each
calendar year. The agreement continues indefinitely unless either party terminates the agreement after one year upon
three months' written notice or a certain termination event occurs.

Certain Risks

Our business is dependant on our ability to manage a number of risks relating to our industry and our
operations. These risks include the following:

e(Cyclical nature of charter hire rates. The cyclical nature of the drybulk shipping industry and the volatility in
charter hire rates for our vessels may affect our ability to successfully charter our vessels in the future or renew
existing charters at rates sufficient to allow us to meet our obligations or to pay dividends. Charter rates are affected
by, among other factors, the supply of drybulk vessels in the global fleet, which is expected to increase by
approximately 20% by 2009 based on current newbuilding orders (Source: Clarkson’s “Dry Bulk Trade Outlook.” July
2008). Charter hire rates have risen sharply and are currently at or near their historical highs and the value of
secondhand vessels is currently at record high levels.

¢ Our operations are subject to international laws and regulations. Our business and the operation of our vessels are
materially affected by applicable government regulation in the form of international conventions and national, state
and local laws and regulations. Because such conventions, laws, and regulations are often revised, we cannot
predict the ultimate cost of complying with them or with additional regulations that may be applicable to our
operations that are adopted in the future.

eServicing our current and future debt limits funds available for other purposes, including the payment of
dividends. To finance our future fleet expansion, we expect to incur additional secured debt. We must dedicate a
portion of our cash flow from operations to pay the principal and interest on our debt. These payments limit funds
otherwise available for working capital, capital expenditures and other purposes and may limit funds available for
other purposes, including distributing cash to our shareholders, and our inability to service debt could lead to
acceleration of our debt payments and foreclosure on our fleet.
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Prospective investors in our Common Shares should also carefully consider the factors set forth in the section of this
prospectus entitled “Risk Factors” beginning on page 8.

Drybulk Shipping Industry Trends

The maritime shipping industry is fundamental to international trade with ocean-going vessels representing the most
efficient and often the only method of transporting large volumes of many essential commodities, finished goods and
crude and refined petroleum products between the continents and across the seas. It is a global industry whose
performance is closely tied to the level of economic activity in the world.
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The drybulk shipping industry involves the carriage of bulk commodities. According to Drewry Shipping
Consultants, Ltd., or Drewry, since the fourth quarter of 2002, the drybulk shipping industry has experienced the
highest charter rates and vessel values in its modern history due to the favorable imbalance between the supply of
drybulk carriers and demand for drybulk transportation service. Although charter hire rates have been volatile since
the start of 2008 and have fallen from the highs recorded in 2007, they remain at levels well above long term historical
averages.

Corporate Structure

Star Bulk is a holding company that owns its vessels through separate wholly-owned subsidiaries. Star Bulk’s
wholly-owned subsidiary, Star Bulk Management, performs operational and technical management services for the
vessels in the initial fleet, including chartering, marketing, capital expenditures, personnel, accounting, paying vessel
taxes and maintaining insurance.

Star Maritime Acquisition Corp., or Star Maritime, was organized under the laws of the State of Delaware on May 13,
2005 as a blank check company formed to acquire, through a merger, capital stock exchange, asset acquisition or
similar business combination, one or more assets or target businesses in the shipping industry. Following the
formation of Star Maritime, our officers and directors were the holders of 9,026,924 shares of common stock
representing all of our then issued and outstanding capital stock. On December 21, 2005, Star Maritime consummated
its initial public offering of 18,867,500 units, at a price of $10.00 per unit, each unit consisting of one share of Star
Maritime common stock and one warrant to purchase one share of Star Maritime common stock at an exercise price of
$8.00 per share. In addition, Star Maritime completed during December 2005 a private placement of an aggregate of
1,132,500 units, or the Private Placement, each unit consisting of one share of common stock and one warrant, to
Messrs. Tsirigakis and Syllantavos, our Chief Executive Officer and Chief Financial Officer, respectively, and
Messrs. Pappas and Erhardt, our Chairman of the Board and one of our directors. The gross proceeds of the private
placement of $11.3 million were used to pay all fees and expenses of the initial public offering and as a result, the
entire gross proceeds of the initial public offering amounting to $188.7 million were deposited in a trust account
maintained by American Stock Transfer & Trust Company, or the Trust Account. Star Maritime’s common stock and
warrants started trading on the American Stock Exchange under the symbols, SEA and SEA.WS, respectively on
December 21, 2005.

On January 12, 2007, Star Maritime and Star Bulk entered into definitive agreements to acquire a fleet of eight
drybulk carriers with a combined cargo-carrying capacity of approximately 692,000 dwt. from certain subsidiaries of
TMT Co. Ltd., or TMT, a shipping company headquartered in Taiwan. These eight drybulk carriers are referred to as
the initial fleet, or initial vessels. The aggregate purchase price specified in the Master Agreement by and among the
Company, Star Maritime and TMT, or the Master Agreement for the initial fleet was $224.5 million in cash and
12,537,645 shares of common stock of Star Bulk. As additional consideration for eight vessels, we are obligated to
issue 1,606,962 shares of common stock of Star Bulk to TMT in two installments as follows: (i) 803,481 additional
shares of Star Bulk’s common stock, no more than 10 business days following Star Bulk’s filing of its Annual Report
on Form 20-F for the fiscal year ended December 31, 2007, and (ii) 803,481 additional shares of Star Bulk’s common
stock, no more than 10 business days following Star Bulk’s filing of its Annual Report on Form 20-F for the fiscal year
ended December 31, 2008.

On November 2, 2007, the U.S. Securities and Exchange Commission, or SEC, declared effective our joint
proxy/registration statement filed on Forms F-1/F-4 and on November 27, 2007 we obtained shareholder approval for
the acquisition of the initial fleet and for effecting the Redomiciliation Merger as a result of which Star Maritime
merged into Star Bulk with Star Maritime merging out of existence and Star Bulk being the surviving entity. Each
share of Star Maritime common stock was exchanged for one share of Star Bulk common stock and each warrant of
Star Maritime was assumed by Star Bulk with the same terms and conditions except that each became exercisable for
common stock of Star Bulk. The Redomiciliation Merger became effective after stock markets closed on Friday,
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November 30, 2007 and the common shares and warrants of Star Maritime ceased trading on the American Stock
Exchange under the symbols SEA and SEAU, respectively. Star Bulk shares and warrants started trading on the
NASDAQ Global Market on Monday, December 3, 2007 under the ticker symbols SBLK and SBLKW,
respectively. Immediately following the effective date of the Redomiciliation Merger, TMT and its affiliates owned
30.2% of Star Bulk’s outstanding common stock.

37



Edgar Filing: FARMER BROTHERS CO - Form DEF 14A

We began operations on December 3, 2007 with the delivery of our first vessel the Star Epsilon. Of the initial fleet of
eight drybulk vessels Star Bulk agreed to acquire, three of such eight vessels were delivered by the end of December
2007. Additionally, on December 3, 2007, we entered into an agreement to acquire an additional Supramax vessel,
the Star Kappa from TMT, which was not included in the initial fleet and was delivered to us on December 14, 2007.
On July 17, 2008, we issued 803,481 additional shares to TMT as the first installment of additional shares in
accordance with the Master Agreement.

We maintain our principal executive offices at 7, Fragoklisias Street, 2nd floor, Maroussi 151 25, Athens,
Greece. Our telephone number at that address is 30-210-617-8400.

Our Dividend Policy

Based upon and subject to the assumptions contained in this section, we currently intend to pay quarterly dividends to
the holders of our common shares, in February, May, August and November, in amounts that will allow us to retain a
portion of our cash flows to fund vessel or fleet acquisitions, and for debt repayment and other corporate purposes, as
determined by our management and board of directors. The payment of dividends is not guaranteed or assured and
may be discontinued at the sole discretion of our board of directors and may not be paid in the anticipated amounts
and frequency set forth in this prospectus. Our board of directors will continually review its dividend policy and make
adjustments that it believes appropriate.

The timing and amount of dividend payments will be dependent upon our earnings, financial condition, cash
requirements and availability, fleet renewal and expansion, restrictions in our credit facility, the provisions of
Marshall Islands law affecting the payment of distributions to stockholders and other factors. Our ability to pay
dividends will be limited by the amount of cash we can generate from operations, primarily the charterhire, net of
commissions, received by the Company under the charters for our vessels during the preceding calendar quarter, less
expenses for that quarter, consisting primarily of vessel operating expenses (including management fees), general and
administrative expenses, debt service, maintenance expenses and the establishment of any reserves as well as
additional factors unrelated to its profitability. These reserves may cover, among other things, future dry-docking,
repairs, claims, liabilities and other obligations, interest expense and debt amortization, acquisitions of additional
assets and working capital.

Because we are a holding company with no material assets other than the shares of our subsidiaries which directly
own the vessels in our fleet, our ability to pay dividends depends on the earnings and cash flow of our subsidiaries and
their ability to pay dividends to us. We cannot assure you that, after the expiration or earlier termination of our
charters, we will have any sources of income from which dividends may be paid. If there is a substantial decline in
the charter market, this would negatively affect our earnings and limit our ability to pay dividends. In particular, our
ability to pay dividends is subject to our ability to satisfy certain financial covenants that are contained in our credit
facility.

We believe that, under current law, our dividend payments from earnings and profits will constitute “qualified dividend
income” and as such will generally be subject to a 15% United States federal income tax rate with respect to
non-corporate individual stockholders. Distributions in excess of our earnings and profits will be treated first as a
non-taxable return of capital to the extent of a United States stockholder’s tax basis in our common stock on a
dollar-for-dollar basis and thereafter as capital gain.

On February 14, April 16, and July 29, 2008, the Company declared dividends amounting to approximately $4.6
million ($0.10 per share, paid on February 28, 2008 to the stockholders of record on February 25, 2008),
approximately $18.8 million ($0.35 per share, paid on May 23, 2008 to the shareholders of record on May 16, 2008),
and approximately $19.4 million ($0.35 per share, paid on August 18, 2008 to the shareholders of record on August 8,
2008), respectively.
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The Offering

This prospectus relates to the resale by the selling stockholder of up to 4,606,962 shares of our common stock. Shares
of our common stock are traded on the NASDAQ Global Market under the symbol “SBLK.”
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RISK FACTORS
Some of the following risks relate principally to the industry in which we operate and our business in general. Other
risks relate principally to the securities market and ownership of our common stock. The occurrence of any of the
events described in this section could significantly and negatively affect our business, financial condition, operating
results or cash available for dividends or the trading price of our common stock.

Industry Specific Risk Factors

Charterhire rates for drybulk carriers are volatile and may decrease in the future, which would adversely affect our
earnings

The drybulk shipping industry is cyclical with attendant volatility in charterhire rates and profitability. The degree of
charterhire rate volatility among different types of drybulk carriers varies widely. Charterhire rates for Capesize,
Panamax and Supramax drybulk carriers are at their historically high levels. If the drybulk shipping market is
depressed in the future our earnings and available cash flow may decrease. Our ability to re-charter our vessels on the
expiration or termination of their current time charters and the charter rates payable under any renewal or replacement
charters will depend upon, among other things, economic conditions in the drybulk shipping market. Fluctuations in
charter rates and vessel values result from changes in the supply and demand for drybulk cargoes carried
internationally at sea, including coal, iron, ore, grains and minerals.

The factors affecting the supply and demand for vessel capacity are outside of our control, and the nature, timing and
degree of changes in industry conditions are unpredictable.

The factors that influence demand for vessel capacity include:
e demand for and production of drybulk products;

¢ global and regional economic and political conditions;

e the distance drybulk cargo is to be moved by sea; and

e changes in seaborne and other transportation patterns.
The factors that influence the supply of vessel capacity include:

¢ the number of new building deliveries;
e port and canal congestion;
e the scrapping of older vessels;
e vessel casualties; and
¢ the number of vessels that are out of service.

We anticipate that the future demand for our drybulk carriers will be dependent upon continued economic growth in
the world’s economies, including China and India, seasonal and regional changes in demand, changes in the capacity
of the global drybulk carrier fleet and the sources and supply of drybulk cargo to be transported by sea. The capacity

of the global drybulk carrier fleet seems likely to increase and economic growth may not continue. Adverse
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economic, political, social or other developments could have a material adverse effect on our business and operating
results.

The market values of our vessels may decrease, which could limit the amount of funds that we can borrow or trigger
certain financial covenants under our current or future credit facilities and or we may incur a loss if we sell vessels
following a decline in their market value

The fair market values of our vessels have generally experienced high volatility. The market prices for secondhand
Capesize, Panamax and Supramax drybulk carriers are at historically high levels.
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The fair market value of our vessels may increase and decrease depending on a number of factors including:
e prevailing level of charter rates;
e general economic and market conditions affecting the shipping industry;
¢ types and sizes of vessels;
¢ supply and demand for vessels;
e other modes of transportation;
e cost of newbuildings;
e governmental or other regulations; and
¢ technological advances.

In addition, as vessels grow older, they generally decline in value. If the fair market value of our vessels declines, we

may not be in compliance with certain provisions of our term loans and we may not be able to refinance our debt or

obtain additional financing. In addition, if we sell one or more of our vessels at a time when vessel prices have fallen

and before we have recorded an impairment adjustment to our consolidated financial statements, the sale may be less

than the vessel’s carrying value on our consolidated financial statements, resulting in a loss and a reduction in
earnings. Furthermore, if vessel values fall significantly we may have to record an impairment adjustment in our

financial statements which could adversely affect our financial results.

World events could affect our results of operations and financial condition

Terrorist attacks in New York on September 11, 2001 and in London on July 7, 2005 and the continuing response of
the United States and others to these attacks, as well as the threat of future terrorist attacks in the United States or
elsewhere, continues to cause uncertainty in the world’s financial markets and may affect our business, operating
results and financial condition. The continuing conflict in Iraq may lead to additional acts of terrorism and armed
conflict around the world, which may contribute to further economic instability in the global financial markets. These
uncertainties could also adversely affect our ability to obtain additional financing on terms acceptable to us or at
all. In the past, political conflicts have also resulted in attacks on vessels, mining of waterways and other efforts to
disrupt international shipping, particularly in the Arabian Gulf region. Acts of terrorism and piracy have also affected
vessels trading in regions such as the South China Sea. Any of these occurrences could have a material adverse
impact on our operating results, revenues and costs.

Terrorist attacks on vessels, such as the October 2002 attack on the M.V. Limburg, a very large crude carrier not
related to us, may in the future also negatively affect our operations and financial condition and directly impact our
vessels or our customers. Future terrorist attacks could result in increased volatility of the financial markets in the
United States and globally and could result in, or pooling, an economic recession affecting the United States or the
entire world. Any of these occurrences could have a material adverse impact on our revenues and costs.

An economic slowdown in the Asia Pacific region could materially reduce the amount and/or profitability of our
business

A significant number of the port calls made by our vessels involve the loading or discharging of raw materials and
semi-finished products in ports in the Asia Pacific region. As a result, a negative change in economic conditions in
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any Asia Pacific country, particularly in China, may have an adverse effect on our business, financial position and
results of operations, as well as our future prospects. In particular, in recent years, China has been one of the world’s
fastest growing economies in terms of gross domestic product. Such growth may not be sustained and the Chinese
economy may experience contraction in the future. Moreover, any slowdown in the economies of the United States of
America, the European Union or certain Asian countries may adversely effect economic growth in China and
elsewhere. Our business, financial position, results of operations, and cash flows as well as our future prospects, will
likely be materially and adversely affected by an economic downturn in any of these countries.

Changes in the economic and political environment in China and policies adopted by the government to regulate its
economy may have a material adverse effect on our business, financial condition and results of operations

The Chinese economy differs from the economies of most countries belonging to the Organization for Economic
Cooperation and Development, or OECD, in such respects as structure, government involvement, level of
development, growth rate, capital
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reinvestment, allocation of resources, rate of inflation and balance of payments position. Prior to 1978, the Chinese
economy was a planned economy. Since 1978, increasing emphasis has been placed on the utilization of market
forces in the development of the Chinese economy. Annual and five year State Plans are adopted by the Chinese
government in connection with the development of the economy. Although state-owned enterprises still account for a
substantial portion of the Chinese industrial output, in general, the Chinese government is reducing the level of direct
control that it exercises over the economy through State Plans and other measures. There is an increasing level of
freedom and autonomy in areas such as allocation of resources, production, pricing and management and a gradual
shift in emphasis to a “market economy” and enterprise reform. Limited price reforms were undertaken, with the result
that prices for certain commodities are principally determined by market forces. Many of the reforms are
unprecedented or experimental and may be subject to revision, change or abolition based upon the outcome of such
experiments. If the Chinese government does not continue to pursue a policy of economic reform the level of imports
to and exports from China could be adversely affected by changes to these economic reforms by the Chinese
government, as well as by changes in political, economic and social conditions or other relevant policies of the
Chinese government, such as changes in laws, regulations or export and import restrictions, all of which could,
adversely affect our business, operating results and financial condition.

Charter rates are subject to seasonal fluctuations, which may adversely affect our financial condition and ability to pay
dividends

As of August 21, 2008, our fleet consisted of 12 drybulk carriers comprised of three Capesize, one Panamax and eight
Supramax drybulk carriers with an average age of 9.9 years and a combined cargo carrying capacity of approximately
1.0 million dwt. We have entered into an agreement to acquire one additional drybulk vessel for expected delivery to
us by September of 2008. We employ all of our vessels on medium-to long-term time charters, however, we may in
the future employ certain of our vessels in the spot market. Demand for vessel capacity has historically exhibited
seasonal variations and, as a result, in charter rates. This seasonality may result in quarter-to-quarter volatility in our
operating results for vessels trading in the spot market. The drybulk sector is typically stronger in the fall and winter
months in anticipation of increased consumption of coal and other raw materials in the northern hemisphere. As a
result, our revenues from our drybulk carriers may be weaker during the fiscal quarters ended June 30 and September
30, and, conversely, our revenues from our drybulk carriers may be stronger in fiscal quarters ended December 31 and
March 31. Seasonality in the sector in which we operate could materially affect our operating results and cash
available for dividends in the future.

Rising fuel prices may adversely affect our profits

Fuel is a significant, if not the largest, expense in our shipping operations when vessels are not under period
charter. Changes in the price of fuel may adversely affect our profitability. The price and supply of fuel is
unpredictable and fluctuates based on events outside our control, including geopolitical developments, supply and
demand for oil and gas, actions by OPEC and other oil and gas producers, war and unrest in oil producing countries
and regions, regional production patterns and environmental concerns. Further, fuel may become much more
expensive in the future, which may reduce the profitability and competitiveness of our business versus other forms of
transportation, such as truck or rail.

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

Our business and the operation of our vessels are materially affected by government regulation in the form of
international conventions, national, state and local laws and regulations in force in the jurisdictions in which the
vessels operate, as well as in the country or countries of their registration. Because such conventions, laws, and
regulations are often revised, we cannot predict the ultimate cost of complying with such conventions, laws and
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regulations or the impact thereof on the resale prices or useful lives of our vessels. Additional conventions, laws and
regulations may be adopted which could limit our ability to do business or increase the cost of our doing business and
which may materially adversely affect our operations. We are required by various governmental and
quasi-governmental agencies to obtain certain permits, licenses, certificates, and financial assurances with respect to
our operations.

The operation of our vessels is affected by the requirements set forth in the United Nations’ International Maritime
Organization’s International Management Code for the Safe Operation of Ships and Pollution Prevention, or ISM
Code. The ISM Code requires shipowners, ship managers and bareboat charterers to develop and maintain an
extensive “Safety Management System” that includes the adoption of a safety and environmental protection policy
setting forth instructions and procedures for safe operation and

10
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describing procedures for dealing with emergencies. The failure of a shipowner or bareboat charterer to comply with
the ISM Code may subject it to increased liability, may invalidate existing insurance or decrease available insurance
coverage for the affected vessels and may result in a denial of access to, or detention in, certain ports. If we are
subject to increased liability for noncompliance or if our insurance coverage is adversely impacted as a result of
noncompliance, we may have less cash available for distribution to our stockholders as dividends. If any of our
vessels are denied access to, or are detained in, certain ports, this may decrease our revenues.

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

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

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

Maritime claimants could arrest one or more of our vessels, which could interrupt our cash flow

Crew members, suppliers of goods and services to a vessel, shippers of cargo and other parties may be entitled to a
maritime lien against a vessel for unsatisfied debts, claims or damages. In many jurisdictions, a claimant may seek to
obtain security for its claim by arresting a vessel through foreclosure proceedings. The arrest or attachment of one or
more of our vessels could interrupt our cash flow and require us to pay large sums of money to have the arrest or
attachment lifted. In addition, in some jurisdictions, such as South Africa, under the “sister ship” theory of liability, a
claimant may arrest both the vessel which is subject to the claimant’s maritime lien and any “associated” vessel, which is
any vessel owned or controlled by the same owner. Claimants could attempt to assert “sister ship” liability against one
vessel in our fleet for claims relating to another of our vessels.

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

A government could requisition one or more of our vessels for title or for hire. Requisition for title occurs when a
government takes control of a vessel and becomes her owner, while requisition for hire occurs when a government
takes control of a vessel and effectively becomes her charterer at dictated charter rates. Generally, requisitions occur
during periods of war or emergency, although governments may elect to requisition vessels in other
circumstances. Although we would be entitled to compensation in the event of a requisition of one or more of our
vessels, the amount and timing of payment would be uncertain. Government requisition of one or more of our vessels
may negatively impact our revenues and reduce the amount of cash we have available for distribution as dividends to
our stockholders.

Company Specific Risk Factors
Star Bulk has a limited operating history and may not operate profitably in the future
Star Bulk was formed December 13, 2006 and in January 2007 entered into agreements to acquire eight drybulk
carriers. Star Bulk took delivery of its first vessel in December 2007. Accordingly, the consolidated financial

statements do not provide a meaningful basis for you to evaluate its operations and ability to be profitable in the
future. Star Bulk may not be profitable in the future.
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We are dependent on medium- to long-term time charters in a volatile shipping industry and a decline in charterhire
rates would affect our results of operations and ability to pay dividends

We charter all of our vessels pursuant to medium- to long-term time charters with remaining terms of approximately
one to five years. The time charter market is highly competitive and spot market charterhire rates (which affect time
charter rates) may fluctuate significantly based upon available charters and the supply of, and demand for, seaborne
shipping capacity. Our ability to re-charter our vessels on the expiration or termination of their current time charters
and the charter rates payable under any renewal or replacement

11
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charters will depend upon, among other things, economic conditions in the drybulk shipping market. The drybulk
carrier charter market is volatile, and in the past, time charter and spot market charter rates for drybulk carriers have
declined below operating costs of vessels. If future charterhire rates are depressed, we may not be able to operate our
vessels profitably or to pay you dividends.

Our earnings may be adversely affected if we are not able to take advantage of favorable charter rates

We charter our drybulk carriers to customers pursuant to medium- to long-term time charters, which generally last
from one to five years. We may in the future extend the charter periods for the vessels in our fleet. Our vessels that
are committed to longer-term charters may not be available for employment on short-term charters during periods of

increasing short-term charterhire rates when these charters may be more profitable than long-term charters.

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

We intend to continue to expand our fleet. Our growth will depend on:
e locating and acquiring suitable vessels;
¢ identifying and consummating acquisitions or joint ventures;
® integrating any acquired vessels successfully with our existing operations;

¢ enhancing our customer base;

® managing our expansion; and

® obtaining required financing.
Growing any business by acquisition presents numerous risks such as undisclosed liabilities and obligations, difficulty
experienced in obtaining additional qualified personnel and managing relationships with customers and suppliers and
integrating newly acquired operations into existing infrastructures. We may not be successful in executing our growth
plans and may incur significant expenses and losses.

Our loan agreements may contain restrictive covenants that may limit our liquidity and corporate activities

Our current term loan agreements with Commerzbank AG and Piraeus Bank A.E., and any future loan agreements
may impose operating and financial restrictions on us. These restrictions may limit our ability to:

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

e change the management of our vessels or terminate or materially amend the management agreement relating to each
vessel; and

e sell our vessels.
Therefore, we may need to seek permission from our lenders in order to engage in some important corporate

actions. The lenders’ interests may be different from ours, and we cannot guarantee that we will be able to obtain the
lenders’ permission when needed. This may prevent us from taking actions that are in our best interest.

12
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Servicing debt will limit funds available for other purposes, including capital expenditures and payment of dividends

As of August 21, 2008, we had $120.0 million outstanding under our term loan agreement with Commerzbank AG in
connection with the purchase of the vessels in our initial fleet and $116.0 million outstanding under our term loan
agreements with Piraeus Bank A.E. in connection with the purchase of three additional vessels in our current fleet: the
Star Omicron, the Star Sigma and the Star Cosmo. In the second quarter of 2008, we entered into an agreement to
purchase a 1991 built Capesize drybulk carrier for the aggregate purchase price of approximately $156.0 million
which we expect to be delivery to us by September of 2008. On, April 14, 2008, we entered into a loan agreement of
up to $170.0 million with Piraeus Bank A.E. in order to partly finance the acquisition cost of vessels the Star Omicron
and the Star Sigma and also to provide us with additional liquidity. The Star Alpha, the Star Beta, and the Star Sigma
were used as collateral for this loan. The loan bears interest at LIBOR plus a margin and is repayable in twenty-four
quarterly installments through April 2014. As of August 21, 2008, we had outstanding borrowings in the amount of
$81.0 million under this loan. On July 1, 2008 the Company entered into a loan agreement of up to $35.0 million with
Piraeus Bank A.E. to partially finance the acquisition of the Star Cosmo. The loan bears interest at LIBOR plus a
margin and is repayable in twenty-four quarterly installments through July 2014. As of August 21, 2008, we had
outstanding borrowings in the amount of $35.0 million under this loan facility.

We may be required to dedicate a portion of our cash flow from operations to pay the principal and interest on our
debt. These payments limit funds otherwise available for working capital expenditures and other purposes, including
payment of dividends. If we are unable to service our debt, it may have a material adverse effect on our financial
condition and results of operations.

Default by our charterers may lead to decreased revenues and a reduction in earnings

We have entered into a time charter with each of Worldlink Shipping Limited for the Star Alpha, Industrial Carriers
Inc. for the Star Beta, North China Shipping Limited Bahamas for the Star Epsilon, Essar for the Star Delta, Norden
A/S for the Star Zeta, Hyundai Merchant Marine for the Star Theta, TMT Co. Ltd., or TMT, for the Star Iota and Star
Gamma, Ishaar Overseas for the Star Kappa, Sun God Navigation S.A. for the Star Sigma and GMI Ltd. for the Star
Omicron and K. Line Corp. for the Star Cosmo. Consistent with drybulk shipping industry practice, we have not
independently analyzed the creditworthiness of the charterers. Our revenues may be dependent on the performance of
our charterers and, as a result, defaults by our charterers may materially adversely affect our revenues.

In the highly competitive international drybulk shipping industry, we may not be able to compete for charters with
new entrants or established companies with greater resources which may adversely affect our results of operations

We employ our vessels in a highly competitive market that is capital intensive and highly fragmented. Competition
arises primarily from other vessel owners, some of whom have substantially greater resources than us. Competition
for the transportation of drybulk cargoes can be intense and depends on price, location, size, age, condition and the
acceptability of the vessel and its managers to the charterers. Due in part to the highly fragmented market,
competitors with greater resources could operate larger fleets through consolidations or acquisitions and may be able
to offer more favorable terms.

We may be unable to attract and retain key management personnel and other employees in the shipping industry,
which may negatively affect the effectiveness of our management and our results of operations

Our success depends to a significant extent upon the abilities and efforts of our management team. As of August 21,
2008, we had 20 employees. Eighteen of our employees, through Star Bulk Management, are engaged in the day to
day management of the vessels in our fleet. Our success depends upon our ability to retain key members of our
management team and the ability of Star Bulk Management to recruit and hire suitable employees. The loss of any
members of our senior management team could adversely affect our business prospects and financial
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condition. Difficulty in hiring and retaining personnel could adversely affect our results of operations. We do not
maintain “key-man” life insurance on any of our officers or employees of Star Bulk Management.

As we expand our fleet, we will need to expand our operations and financial systems and hire new shoreside staff and
seafarers to staff our vessels; if we cannot expand these systems or recruit suitable employees, our performance may
be adversely affected

Our operating and financial systems may not be adequate as we expand our fleet, and our attempts to implement those
systems may be ineffective. In addition, we rely on our wholly-owned subsidiary, Star Bulk Management, to recruit
shoreside administrative and management personnel. Shoreside personnel are recruited by Star Bulk Management
through referrals from other shipping companies and traditional methods of securing personnel, such as placing
classified advertisements in shipping industry periodicals. Star Bulk Management has sub-contracted crew
management, which includes the recruitment of seafarers, to Combine, Bernhardt, a major international third-party
technical management company, Union and Univan. Star Bulk Management and its crewing agent may not be
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able to continue to hire suitable employees as Star Bulk expands its fleet. If we are unable to operate our financial and
operations systems effectively, recruit suitable employees or if Star Bulk Management’s unaffiliated crewing agent
encounters business or financial difficulties, our performance may be materially adversely affected.

Risks involved with operating ocean going vessels could affect our business and reputation, which would adversely
affect our revenues

The operation of an ocean-going vessel carries inherent risks. These risks include the possibility of:
e crew strikes and/or boycotts;
® marine disaster;
® piracy;
e environmental accidents;
e cargo and property losses or damage; and

® business interruptions caused by mechanical failure, human error, war, terrorism, political action in various
countries or adverse weather conditions.

Any of these circumstances or events could increase our costs or lower our revenues.

Our vessels may suffer damage and may face unexpected drydocking costs, which could adversely affect our cash
flow and financial condition

If our vessels suffer damage, they may need to be repaired at a drydocking facility. The costs of drydock repairs are
unpredictable and can be substantial. We may have to pay drydocking costs that our insurance does not cover. The
loss of earnings while these vessels are being repaired and reconditioned, as well as the actual cost of these repairs,
would decrease our earnings.

Purchasing and operating secondhand vessels may result in increased operating costs and vessel off-hire, which could
adversely affect our earnings

Our inspection of secondhand vessels prior to purchase does not provide us with the same knowledge about their
condition and cost of any required or anticipated repairs that we would have had if these vessels had been built for and
operated exclusively by us. We will not receive the benefit of warranties on secondhand vessels.

Typically, the costs to maintain a vessel in good operating condition increase with the age of the vessel. Older vessels
are typically less fuel efficient and more costly to maintain than more recently constructed vessels. Cargo insurance
rates increase with the age of a vessel, making older vessels less desirable to charterers.

Governmental regulations, safety or other equipment standards related to the age of vessels may require expenditures
for alterations, or the addition of new equipment, to our vessels and may restrict the type of activities in which the
vessels may engage. As our vessels age, market conditions may not justify those expenditures or enable us to operate
our vessels profitably during the remainder of their useful lives.

We inspected the nine vessels that we acquired from TMT and the three vessels that we acquired from third parties,
considered the age and condition of the vessels in budgeting for their operating, insurance and maintenance costs, and
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if we acquire additional secondhand vessels in the future, we may encounter higher operating and maintenance costs
due to the age and condition of those additional vessels.

We may not have adequate insurance to compensate us for the loss of a vessel, which may have a material adverse
effect on our financial condition and results of operation

We have procured hull and machinery insurance, protection and indemnity insurance, which includes environmental
damage and pollution insurance coverage and war risk insurance for our fleet. We do not maintain, for our vessels,

insurance against loss of hire,
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which covers business interruptions that result from the loss of use of a vessel. We may not be adequately insured
against all risks. We may not be able to obtain adequate insurance coverage for our fleet in the future. The insurers
may not pay particular claims. Our insurance policies may contain deductibles for which we will be responsible and
limitations and exclusions which may increase our costs or lower our revenue. Moreover, insurers may default on
claims they are required to pay. If our insurance is not enough to cover claims that may arise, the deficiency may have
a material adverse effect on our financial condition and results of operations.

We may not be able to pay dividends

We intend to pay a regular quarterly dividend however, we may incur other expenses or liabilities that would reduce
or eliminate the cash available for distribution as dividends. Our loan agreements, including future credit facilities we
may enter into, may also prohibit or restrict the declaration and payment of dividends under some circumstances.

In addition, the declaration and payment of dividends will be subject at all times to the discretion of our board of
directors. The timing and amount of dividends will depend on our earnings, financial condition, cash requirements
and availability, fleet renewal and expansion, restrictions in our loan agreements, the provisions of Marshall Islands
law affecting the payment of dividends and other factors. Marshall Islands law generally prohibits the payment of
dividends other than from surplus or while a company is insolvent or would be rendered insolvent upon the payment
of such dividends, or if there is no surplus, dividends may be declared or paid out of net profits for the fiscal year in
which the dividend is declared and for the preceding fiscal year.

We are a holding company, and depend on the ability of our subsidiaries to distribute funds to us in order to satisfy
our financial obligations or to make dividend payments

We are a holding company and our wholly-owned subsidiaries, conduct all of our operations and own all of our
operating assets. We will have no significant assets other than the equity interests in our wholly-owned
subsidiaries. As a result, our ability to make dividend payments depends on our subsidiaries and their ability to
distribute funds to us. If we are unable to obtain funds from our subsidiaries, our board of directors may exercise its
discretion not to pay dividends. We and our subsidiaries will be permitted to pay dividends under our credit facilities
only for so long as we are in compliance with all applicable financial covenants, terms and conditions.

We depend on officers who may engage in other business activities in the international shipping industry which may
create conflicts of interest

Prokopios Tsirigakis, our Chief Executive Officer and a member of our board of directors, and George Syllantavos,
our Chief Financial Officer, Secretary and member of our board of directors participate in business activities not
associated with the Company. As a result, Mr. Tsirigakis and Mr. Syllantavos may devote less time to the Company
than if they were not engaged in other business activities and may owe fiduciary duties to the shareholders of both the
Company as well as shareholders of other companies which they may be affiliated, which may create conflicts of
interest in matters involving or affecting the Company and its customers. It is not certain that any of these conflicts of
interest will be resolved in our favor.

In accordance with Star Bulk’s Code of Ethics, all ongoing and future transactions between Star Bulk and any of its
officers and directors or their respective affiliates, including loans by Star Bulk’s officers and directors, if any, will be
on terms believed by Star Bulk to be no less favorable than are available from unaffiliated third parties, and such
transactions or loans, including any forgiveness of loans, will require prior approval, in each instance by a majority of
Star Bulk’s uninterested “independent” directors or the members of Star Bulk’s board who do not have an interest in the
transaction, in either case who had access, at Star Bulk’s expense, to its attorneys or independent legal counsel.
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We are incorporated in the Republic of the Marshall Islands, which does not have a well-developed body of corporate
law, which may negatively affect the ability of public shareholders to protect their interests

We are incorporated under the laws of the Republic of the Marshall Islands, and our corporate affairs are governed by
our Articles of Incorporation and bylaws and by the Marshall Islands Business Corporations Act, or BCA. The
provisions of the BCA resemble provisions of the corporation laws of a number of states in the United
States. However, there have been few judicial cases in the Republic of the Marshall Islands interpreting the
BCA. The rights and fiduciary responsibilities of directors under the law of the Republic of the Marshall Islands are
not as clearly established as the rights and fiduciary responsibilities of directors under statutes or judicial precedent in
existence in certain United States jurisdictions. Shareholder rights may differ as well. While the BCA does
specifically incorporate the non-statutory law, or judicial case law, of the State of Delaware and other states with
substantially similar legislative provisions, public shareholders may have more difficulty in protecting their interests
in the face of actions by the management, directors or controlling shareholders than would shareholders of a
corporation incorporated in a United States jurisdiction.
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Our directors and officers are non-U.S. residents, and although shareholders may bring an original action in the courts
of the Marshall Islands or obtain a judgment against us, our directors or our management based on U.S. laws in the
event you believe your rights as a shareholder have been infringed, it may be difficult to enforce judgments against us,
our directors or our management

All of our assets are located outside of the United States. Our business is operated primarily from our offices in
Athens, Greece. In addition, our directors and officers are non-residents of the United States, and all or a substantial
portion of the assets of these non-residents are located outside the United States. As a result, it may be difficult or
impossible for you to bring an action against us or against these individuals in the United States if you believe that
your rights have been infringed under securities laws or otherwise. Even if you are successful in bringing an action of
this kind, the laws of the Marshall Islands and of other jurisdictions may prevent or restrict you from enforcing a
judgment against our assets or the assets of our directors and officers. Although you may bring an original action
against us, our officers and directors in the courts of the Marshall Islands based on U.S. laws, and the courts of the
Marshall Islands may impose civil liability, including monetary damages, against us, our officers or directors for a
cause of action arising under Marshall Islands law, it may be impracticable for you to do so given the geographic
location of the Marshall Islands.

There is a risk that we could be treated as a U.S. domestic corporation for U.S. federal income tax purposes after the
merger of Star Maritime with and into Star Bulk, with Star Bulk as the surviving corporation, or Redomiciliation
Merger, which would adversely affect our earnings

Section 7874(b) of the U.S. Internal Revenue Code of 1986, or the Code, provides that, unless certain requirements
are satisfied, a corporation organized outside the United States which acquires substantially all of the assets (through a
plan or a series of related transactions) of a corporation organized in the United States will be treated as a U.S.
domestic corporation for U.S. federal income tax purposes if shareholders of the U.S. corporation whose assets are
being acquired own at least 80% of the non-U.S. acquiring corporation after the acquisition. If Section 7874(b) of the
Code were to apply to Star Maritime and the Redomiciliation Merger, then, among other consequences, the Company,
as the surviving entity of the Redomiciliation Merger, would be subject to U.S. federal income tax as a U.S. domestic
corporation on its worldwide income after the Redomiciliation Merger. Upon completion of the Redomiciliation
Merger and the concurrent issuance of stock to TMT under the acquisition agreements, the stockholders of Star
Maritime owned less than 80% of the Company. Therefore, the Company believes that it should not be subject to
Section 7874(b) of the Code after the Redomiciliation Merger. Star Maritime obtained an opinion of its counsel,
Seward & Kissel LLP, that Section 7874(b) should not apply to the Redomiciliation Merger. However, there is no
authority directly addressing the application of Section 7874(b) to a transaction such as the Redomiciliation Merger
where shares in a foreign corporation such as the Company are issued concurrently with (or shortly after) a merger. In
particular, since there is no authority directly applying the “series of related transactions” or “plan” provisions to the
post-acquisition stock ownership requirements of Section 7874(b), the United States Internal Revenue Service, or IRS,
may not agree with Seward & Kissel’s opinion on this matter. Moreover, Star Maritime has not sought a ruling from
the IRS on this point. Therefore, IRS may seek to assert that we are subject to U.S. federal income tax for taxable on
our worldwide income for taxable years after the Redomiciliation Merger although Seward & Kissel is of the opinion
that such an assertion should not be successful.

We may have to pay tax on United States source income, which would reduce our earnings

Under the Code, 50% of the gross shipping income of a vessel owning or chartering corporation, such as the Company
and its subsidiaries, that is attributable to transportation that begins or ends, but that does not both begin and end, in
the United States is characterized as U.S. source shipping income and such income is subject to a 4% U.S. federal
income tax without allowance for deduction, unless that corporation qualifies for exemption from tax under
Section 883 of the Code and the Treasury regulations promulgated thereunder.
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We expect that we will qualify for this statutory tax exemption and we intend to take this position for U.S. federal
income tax return reporting purposes for our 2007 taxable year. However, there are factual circumstances beyond our
control that could cause us to lose the benefit of this tax exemption and thereby become subject to U.S. federal income
tax on our U.S. source income.

If we are not entitled to this exemption under Section 883 for any taxable year, we would be subject for those years to
a4% U.S. federal income tax on its U.S.-source shipping income. The imposition of this taxation could have a
negative effect on our business and would result in decreased earnings.

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. holders

We will be treated as a “passive foreign investment company,” or PFIC, for U.S. federal income tax purposes if either
(1) at least 75% of its gross income for any taxable year consists of certain types of “passive income” or (2) at least 50%
of the average value of its assets produce or are held for the production of those types of “passive income.” For
purposes of these tests, “passive income”

16

57



Edgar Filing: FARMER BROTHERS CO - Form DEF 14A

includes dividends, interest, and gains from the sale or exchange of investment property and rents and royalties other
than rents and royalties which are received from unrelated parties in connection with the active conduct of a trade or
business. For purposes of these tests, income derived from the performance of services does not constitute “passive
income.” U.S. shareholders of a PFIC may be subject to a disadvantageous U.S. federal income tax regime with respect
to the income derived by the PFIC, the distributions they receive from the PFIC and the gain, if any, they derive from
the sale or other disposition of their shares in the PFIC.

Based on our method of operation, we take the position for United States federal income tax purposes we are not a
PFIC with respect to any taxable year. In this regard, we intend to treat the gross income we will derive or will be
deemed to derive from our time chartering activities as services income, rather than rental income. Accordingly, we
take the position that our income from our time chartering activities does not constitute “passive income,” and the assets
that we will own and operate in connection with the production of that income do not constitute passive assets.

There is, however, no direct legal authority under the PFIC rules addressing our method of operation. In addition, we
have not received an opinion of counsel with respect to this issue. Accordingly, the U.S. Internal Revenue Service, or
the IRS, or a court of law may not accept our position, and there is a risk that the IRS or a court of law could
determine that we are a PFIC. Moreover, may constitute a PFIC for any future taxable year if there were to be
changes in the nature and extent of its operations. For example, if we were treated as earning rental income from our
chartering activities rather than services income, we would be treated as a PFIC.

If the IRS were to find that we are or have been a PFIC for any taxable year, its U.S. shareholders will face adverse
U.S. tax consequences. Under the PFIC rules, unless those shareholders make an election available under the Code
(which election could itself have adverse consequences for such shareholders), such shareholders would be liable to
pay U.S. federal income tax at the then highest income tax rates on ordinary income plus interest upon excess
distributions and upon any gain from the disposition of our common shares, as if the excess distribution or gain had
been recognized ratably over the shareholder’s holding period of our common shares.

Our internal controls over financial reporting do not currently meet all of the standards contemplated by Section 404
of the Sarbanes-Oxley Act of 2002, Section 404. Since we failed to achieve and maintain effective internal controls
over financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act, we may be unable to accurately
report our consolidated financial results or prevent fraud and could be required to restate our historical financial
statements, any of which could have a material adverse effect on our business and the price of our common stock

Our management, with the participation of our Chief Executive Officer and Chief Financial Officer have conducted an
evaluation of the effectiveness of the Company’s disclosure controls and procedures (as defined in Rule 13a-15(e) and
15d-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”)) as of December 31,
2007. Based on this evaluation, the Company’s Chief Executive Officer and Chief Financial Officer concluded that, as
of December 31, 2007, the Company’s disclosure controls and procedures were not effective because of the material
weaknesses in internal control over financial reporting described below. Management has assessed the effectiveness
of the Company’s internal control over financial reporting at December 31, 2007, based on the framework established
in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission. Based on the aforementioned assessment, the management concluded that internal control over
financial reporting was not effective due to material weaknesses identified in the Company’s internal control over
financial reporting.

Star Bulk took delivery of its first vessel in December 2007 and as a result, management began the process to replace
the internal controls over financial reporting which previously existed while the Company was a blank check company
with those of a company that owns and operates vessels. Although progress was made, the Company did not have
sufficient time to complete designing and implementing a comprehensive system of internal controls over financial
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reporting that would prevent or timely detect material adjustments and identify financial statement disclosure
requirements. Consequently, adjustments and disclosures that were material in the aggregate to the consolidated
financial statements and necessary to present the consolidated financial statements for the year ended December 31,
2007 in accordance with U.S. GAAP were made by the Company after being identified by the Company’s independent
registered public accounting firm. Specifically, we did not have in place adequate internal controls over our financial
close and reporting processes and we lacked sufficient accounting personnel with the necessary level of US GAAP
expertise which resulted in the Company not being able to:

Properly evaluate and account for non-routine or complex transactions, including the determination of the

e purchase price of the vessels fair value of time charter agreements acquired, the application of SFAS 123(R), the
classification of expenses related to the target acquisition process, and the completeness of the accrual of general
and administrative expenses; and
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Properly identify all financial statement disclosure requirements in accordance with U.S. GAAP including
e disclosure surrounding related party transactions.

We have determined that these adjustments were not prevented or detected due to material weaknesses in our controls
due to the absence of sufficient time for management to (1) design and implement a comprehensive system of internal
controls and (2) hire sufficient accounting personnel with the requisite US GAAP expertise that are required to
support our operation as a shipping company. However, management has made the necessary adjustments to present
the annual consolidated financial statements for the year ended December 31, 2007 in accordance with U.S. GAAP.

We will continue to evaluate the effectiveness of our disclosure controls and procedures and internal control over
financial reporting on an ongoing basis, including consideration of the material weaknesses identified above, or other
deficiencies we may identify. The Company has already and will further implement actions as necessary in its
continuing assessment of disclosure controls and internal controls over financial reporting.

We may be unable to successfully complete the procedures and attestation requirements of Section 404 or our auditors
may identify significant deficiencies, as well as material weaknesses, in internal control over financial reporting in
future reporting periods. If we are not able to implement the requirements of Section 404 in a timely manner or with
adequate compliance, our independent registered public accounting firm may not be able to certify as to the adequacy
of our internal controls over financial reporting. Matters impacting our internal controls may cause us to be unable to
report our financial information on a timely basis and thereby subject us to adverse regulatory consequences,
including sanctions by the SEC or violations of NASDAQ Global Market listing rules. There could also be a negative
reaction in the financial markets due to a loss of investor confidence in us and the reliability of our consolidated
financial statements. Confidence in the reliability of our financial statements could also suffer if our independent
registered public accounting firm were to report material weaknesses in our internal controls over financial
reporting. This could materially adversely affect us and lead to a decline in the price of our common stock. We
believe that the out-of-pocket costs, the diversion of management’s attention from running our day-to-day operations
and operational changes caused by the need to comply with the requirements of Section 404 will be significant. If the
time and costs associated with such compliance exceed our current expectations, our profitability could be affected.

Risks Relating to Our Common Stock
There may be no continuing public market for you to resell our common stock
Our common shares commenced trading on the NASDAQ Global Market in December 2007. We cannot assure you
that an active and liquid public market for our common shares will continue. The price of our common stock may be

volatile and may fluctuate due to factors such as:

e actual or anticipated fluctuations in our quarterly and annual results and those of other public companies in our
industry;

e mergers and strategic alliances in the drybulk shipping industry;
¢ market conditions in the drybulk shipping industry and the general state of the securities markets;
e changes in government regulation;

e shortfalls in our operating results from levels forecast by securities analysts; and
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® announcements concerning us or our competitors.
You may not be able to sell your shares of our common stock in the future at the price that you paid for them or at all.

Certain stockholders hold registration rights, which if exercised, may have an adverse effect on the market price of our
common stock

Initial Stockholders of Star Maritime who purchased common stock prior to Star Maritime’s initial public offering are

entitled to demand that we register the resale of their shares at any time after the shares are released from escrow
which, except in limited
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circumstances, will not be before December 15, 2008. If such stockholders exercise their registration rights with
respect to all of their shares, there will be an additional 9,026,924 shares of common stock eligible for trading in the
public market. In addition, certain of Star Maritime’s officers and directors who purchased units in Star Maritime’s
private placement in December 2005 are entitled to demand the registration of the securities underlying the 1,132,500
units, with each unit consisting of one share and one warrant. If all of these stockholders exercise their registration
rights with respect to all of their shares of common stock and warrants, there will be an additional 1,132,500 shares of
common stock and 1,132,500 warrants eligible for trading in the public market. The presence of these additional
shares and warrants may have an adverse effect on the market price of our common stock and warrants.

Future sales of our common stock or warrants could cause the market price of our common stock or warrants to
decline

Sales of a substantial number of shares of our common stock or warrants in the public market, or the perception that
these sales could occur, may depress the market price for our common stock. These sales could also impair our ability
to raise additional capital through the sale of our equity securities in the future.

We may issue additional shares of our common stock, warrants or other equity securities or securities convertible into
our equity securities in the future and our stockholders may elect to sell large numbers of shares held by them from
time to time. Our amended and restated articles of incorporation authorize us to issue 100,000,000 common shares
with par value $0.01 per share of which 42,516,433 shares and warrants to purchase 19,048,136 common shares were
outstanding as of December 31, 2007 and 55,352,400 shares and warrants to purchase 5,916,150 common shares were
outstanding as of August 21, 2008.

Anti-takeover provisions in our organizational documents could make it difficult for our stockholders 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 common stock
Several provisions of our amended and restated articles of incorporation and bylaws could make it difficult for our
stockholders to change the composition of our board of directors in any one year, preventing them from changing the
composition of management. In addition, the same provisions may discourage, delay or prevent a merger or
acquisition that stockholders may consider favorable.
These provisions include:

e authorizing our board of directors to issue “blank check” preferred stock without stockholder approval;

¢ providing for a classified board of directors with staggered, three year terms;

e prohibiting cumulative voting in the election of directors; and

e authorizing the board to call a special meeting at any time.
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USE OF PROCEEDS

All of the Common Shares offered hereby are being sold by the selling stockholder. We will not receive any proceeds
from the sale of the Common Shares by the selling stockholder.
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SELLING STOCKHOLDER

The Common Shares being sold by F5 Capital were issued by us in a series of private transactions to F5 Capital, as the
nominee of TMT Co., Ltd. In connection with those transactions, we granted certain registration rights to F5 Capital
with respect to the resale or other disposal of the securities listed below.

In accordance with the registration rights granted to F5 Capital, we have filed with the Commission a registration
statement on Form F-3, of which this prospectus forms a part, with respect to the resale or other disposal of the shares
listed below.

The following tables set forth certain information with respect to the beneficial ownership of our common shares by
the selling stockholder as of August 21, 2008.

Total Maximum Number of
Number of Number of Shares Percentage of
Shares Shares Which Owned Outstanding
Owned May Be Sold Following Shares Owned
Prior to This in This Following This
Selling Securityholder Offering This Offering  Offering(1)(3)  Offering(1)(3)
F5 Capital(2) 3,803,481(3) 3,803,481(3) - 0%

(1)  Assumes that the selling stockholder will sell all of its common shares offered pursuant to this prospectus.

(2)Mr. Nobu Su, one of our directors, may be deemed the beneficial owner of F5 Capital and he exercises sole voting
and dispositive power over the common shares beneficially owned and held of record by F5 Capital.

(3)Excludes 803,481 Common Shares reserved for issuance to TMT or its nominee in 2009 pursuant to the Master
Agreement.
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CAPITALIZATION
The following table sets forth our consolidated capitalization as of June 30, 2008:
® on an actual basis; and
e on an adjusted basis to give effect to (i) the aggregate payment of $19.4 million of dividends paid in August 18,

2008, (ii) the additional borrowings of $35.0 million under the Piraeus Bank facility dated July 1, 2008, and (iii) the
issuance of 803,481 shares of Star Bulk common stock, par value $0.01 per common share.

Actual As adjusted
(in thousands of U.S. dollars)

Current portion of long-term debt 22,000 26,500
Total long-term debt, net of current
portion 183,000 213,500
Total debt 205,000 240,000
Preferred Stock; $0.01 par value,
authorized 25,000,000 shares; none
issued or outstanding at June 30, 2008
Common Stock, $0.01 par value,
100,000,000 shares authorized;
54,532,989 shares and 55,336,470
shares issued and outstanding at June
30, 2008 on an actual and as adjusted
basis. 545 553
Additional paid-in capital 477,472 477,472
Retained earnings 31,348 11,977
Total shareholders’ equity 509,365 490,002
Total capitalization 714,365 730,002
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following is a discussion of our financial condition and results of operations of Star Bulk for the six months
ended June 30, 2008. You should read the following discussion and analysis together with the financial statements and
related notes included elsewhere in this prospectus and documents incorporated by reference into the Registration
Statement of which this prospectus is a part. This discussion includes forward-looking statements which, although
based on assumptions that we consider reasonable, are subject to risks and uncertainties which could cause actual
events or conditions to differ materially from those currently anticipated and expressed or implied by such
forward-looking statements. For a discussion of some of those risks and uncertainties, see the sections of this
prospectus entitled “Forward-Looking Statements” and “Risk Factors.”

Overview

We are an international company providing worldwide transportation solutions in the drybulk sector through our
vessels-owning subsidiaries for a broad range of customers of major and minor bulk cargoes including iron ore, coal,
grain, cement, fertilizer, along worldwide shipping routes. We were incorporated in the Marshall Islands on December
13, 2006 as a wholly-owned subsidiary of Star Maritime. Our executive offices are located at 7, Fragoklisias Street,
2nd floor, Maroussi 151 25, Athens, Greece and our telephone number is 011-30-210-617-8400. We merged with
Star Maritime Acquisition Corp., or Star Maritime, on November 30, 2007 and commenced operations on December
3, 2007, which is the date we took delivery of our first vessel.

Star Maritime Acquisition Corp. or Star Maritime was organized under the laws of the State of Delaware on May 13,
2005 as a blank check company formed to acquire, through a merger, capital stock exchange, asset acquisition or
similar business combination, one or more assets or target businesses in the shipping industry. Following the
formation of Star Maritime, our officers and directors were the holders of 9,026,924 shares of common stock
representing all of our then issued and outstanding capital stock. On December 21, 2005, Star Maritime consummated
its initial public offering of 18,867,500 units, at a price of $10.00 per unit, each unit consisting of one share of Star
Maritime common stock and one warrant to purchase one share of Star Maritime common stock at an exercise price of
$8.00 per share. In addition, Star Maritime completed during December 2005 a private placement of an aggregate of
1,132,500 units, or Private Placement, each unit consisting of one share of common stock and one warrant, to
Messrs. Tsirigakis and Syllantavos, our Chief Executive Officer and Chief Financial Officer, respectively, and
Messrs. Pappas and Erhardt, our Chairman of the Board and one of our directors. The gross proceeds of the private
placement of $11.3 million were used to pay all fees and expenses of the initial public offering and as a result, the
entire gross proceeds of the initial public offering amounting to $188.7 million were deposited in a trust account
maintained by American Stock Transfer & Trust Company, or the Trust Account. Star Maritime’s common stock and
warrants started trading on the American Stock Exchange under the symbols, SEA and SEA.WS, respectively on
December 21, 2005.

On January 12, 2007, Star Maritime and Star Bulk entered into definitive agreements to acquire a fleet of eight
drybulk carriers with a combined cargo-carrying capacity of approximately 692,000 dwt. from certain subsidiaries of
TMT Co. Ltd., or TMT, a shipping company headquartered in Taiwan. These eight drybulk carriers are referred to as
the initial fleet, or initial vessels. The aggregate purchase price specified in the Master Agreement by and among the
Company, Star Maritime and TMT, or the Master Agreement for the initial fleet was $224.5 million in cash and
12,537,645 shares of common stock. As additional consideration for eight vessels, we are obligated to issue
1,606,962 shares of common stock of Star Bulk to TMT in two installments as follows: (i) 803,481 additional shares
of Star Bulk’s common stock, no more than 10 business days following Star Bulk’s filing of its Annual Report on
Form 20-F for the fiscal year ended December 31, 2007, and (ii) 803,481 additional shares of Star Bulk’s common
stock, no more than 10 business days following Star Bulk’s filing of its Annual Report on Form 20-F for the fiscal year
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On November 2, 2007, the SEC declared effective our joint proxy/registration statement filed on Forms F-1/F-4 and
on November 27, 2007 we obtained shareholder approval for the acquisition of the initial fleet and for effecting the
Redomiciliation Merger as a result of which Star Maritime merged into Star Bulk with Star Maritime merging out of
existence and Star Bulk being the surviving entity. Each share of Star Maritime common stock was exchanged for
one share of Star Bulk common stock and each warrant of Star Maritime was assumed by Star Bulk with the same
terms and conditions except that each became exercisable for common stock of Star Bulk. The Redomiciliation
Merger became effective after stock markets closed on Friday, November 30, 2007 and the common shares and
warrants of Star Maritime ceased trading on the American Stock Exchange under the symbols SEA and SEAU,
respectively. Star Bulk shares and warrants started trading on the NASDAQ Global Market on Monday, December 3,
2007 under the ticker symbols SBLK and SBLKW, respectively. Immediately following the effective date of the
Redomiciliation Merger, TMT and its affiliates owned 30.2% of Star Bulk’s outstanding common stock.
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We began operations on December 3, 2007 with the delivery of our first vessel the Star Epsilon. Of the initial fleet of
eight drybulk vessels Star Bulk agreed to acquire, three of such eight vessels were delivered by the end of December
2007. Additionally, on December 3, 2007, we entered into an agreement to acquire an additional Supramax vessel,
the Star Kappa from TMT, which was not included in the initial fleet and was delivered to us on December 14, 2007.
On July 17, 2008, we issued the first 803,481 additional shares installment to TMT in accordance with the Master
Agreement.

We maintain our principal executive offices at 7, Fragoklisias Street, 2nd floor, Maroussi 151 25, Athens,
Greece. Our telephone number at that address is 30-210-617-8400.

Vessel Management

We actively manage the deployment of our fleet on time charters, which generally can last up to several
years. Currently, all of our vessels are employed on medium to long-term time charters. A time charter is generally a
contract to charter a vessel for a fixed period of time at a set daily rate. Under time charters, the charterer pays voyage
expenses such as port, canal and fuel costs. We pay for vessel operating expenses, which include crew costs,
provisions, deck and engine stores, lubricating oil, insurance, maintenance and repairs, as well as for commissions.
We are also responsible for the drydocking costs relating to each vessel.

Our vessels operate worldwide within the trading limits imposed by our insurance terms and do not operate in areas
where United States, European Union or United Nations sanctions have been imposed.

As of August 21, 2008, we had 20 employees. Eighteen of our employees, through Star Bulk Management Inc., or
Star Bulk Management, are engaged in the day to day management of the vessels in our fleet. Our wholly-owned
subsidiary, Star Bulk Management performs operational and technical management services for the vessels in our
fleet. Our Chief Executive Officer and our Chief Financial Officer are also the senior management of Star Bulk
Management. Star Bulk Management employs such number of additional shore-based executives and employees
designed to ensure the efficient performance of its activities.

We reimburse and/or advance funds as necessary to Star Bulk Management in order for it to conduct its activities and
discharge its obligations, at cost. We also maintain working capital reserves as may be agreed between Star Bulk and
Star Bulk Management from time to time.

Star Bulk Management is responsible for the management of the vessels. Star Bulk Management’s responsibilities
include, inter alia, locating, purchasing, financing and selling vessels, deciding on capital expenditures for the vessels,

paying vessels’ taxes, negotiating charters for the vessels, managing the mix of various types of charters, developing
and managing the relationships with charterers and the operational and technical management of the

vessels. Technical management includes maintenance, drydocking, repairs, insurance, regulatory and classification

society compliance, arranging for and managing crews, appointing technical consultants and providing technical

support.

We do not intend to pay commissions to our affiliates in connection with the chartering of vessels to or from any of
our affiliates or for the purchase of vessels from or sale to its affiliates.

Star Bulk Management subcontracts the technical and crew management of our vessels to Combine Marine S.A., or
Combine, Bernhardt Schulte Shipmanagement Ltd., or Bernhardt, Union Commercial Inc, or Union and Univan

Shipmanagement Ltd., or Univan.

On June 18, 2008, we entered into an agreement with Union for the technical management of the Star Cosmo. Under
the agreement, we pay a daily fee of $450, which is reviewed two months before the beginning of each calendar
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year. The agreement continues indefinitely unless either party terminates the agreement after the first voyage upon
two months' written notice or a certain termination event occurs.

On November 2 and December 5, 2007, we entered into agreements with Bernhardt for the technical management of
the Star Alpha, the Star Beta, the Star Delta, the Star Epsilon and the Star Theta, the Star Omicron and the Star Kappa,
respectively. Under these agreements, we pay Bernhardt an aggregate annual management fee of $110,000 per
vessel. The agreements continue indefinitely unless either party terminates the agreements upon three months' written
notice or a certain termination event occurs.
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Under an agreement dated May 4, 2007, we appointed Combine, a company affiliated with Mr. Tsirigakis, our Chief
Executive Officer, Mr. Pappas, the Chairman of our Board and one of our directors and Mr. Christos Anagnostou, a
former officer of Star Maritime, as interim manager of the vessels in the initial fleet. Under the agreement, Combine
provides interim technical management and associated services, including legal services, to the vessels in exchange
for a flat fee of $10,000 per vessel prior to delivery and at a daily fee of $450 U.S. dollars per vessel during the term
of the agreement until such time as the technical management of the vessel is transferred to another technical
management company. Combine is entitled to be reimbursed at cost by us for any and all expenses incurred by them
in the management of the vessels, but shall provide us the full benefit of all discounts and rebates enjoyed by them.
The term of the agreement is for one year from the date of delivery of each vessel. Either party may terminate the
agreement upon thirty days’ written notice. The Star Gamma, the Star Zeta and the Star Sigma are currently managed
by Combine.

On July 4, 2007, we entered into an agreement with Univan for the technical management of the Star Iota. Under the
agreement, we pay a monthly management fee of $8,500, which is reviewed two months before the beginning of each
calendar year. The agreement continues indefinitely unless either party terminates the agreement after one year upon
three months' written notice or a certain termination event occurs.

Factors Affecting Our Results of Operations

We charter all of our vessels, primarily pursuant to medium- to long-term time charters with terms of approximately
one to five years. Under our time charters, the charterer typically pays us a fixed daily charterhire rate and bears all
voyage expenses, including the cost of bunkers (fuel oil) and port and canal charges. We remain responsible for
paying the chartered vessel’s operating expenses, including the cost of crewing, insuring, repairing and maintaining the
vessel, the costs of spares and consumable stores, tonnage taxes and other miscellaneous expenses, and we also pay
commissions to one or more unaffiliated ship brokers and to in-house brokers associated with the charterer for the
arrangement of the relevant charter. Although the vessels in our fleet are primarily employed on medium- to long-term
time charters ranging from one to five years, we may employ these and additional vessels under bareboat charters or in
drybulk carrier pools in the future.

Star Bulk believes that the important measures for analyzing trends in the results of operations consist of the
following:

e Average number of vessels is the number of vessels that constituted our fleet for the relevant period, as measured
by the sum of the number of days each vessel was a part of our fleet during the period divided by the number of
calendar days in that period.

e Ownership days are the total calendar days each vessel in the fleet was owned by Star Bulk for the relevant period.

e Available days for the fleet are the total calendar days the vessels were in possession for the relevant period after
subtracting for off-hire days with major repairs dry-docking or special or intermediate surveys or transfer of
ownership.

e Voyage days are the total days the vessels were in our possession for the relevant period after subtracting all
off-hire days incurred for any reason (including off-hire for dry-docking, major repairs, special or intermediate

surveys).

¢ Fleet utilization is calculated by dividing voyage days by ownership days for the relevant period and takes into
account the dry-docking periods.
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Time charter equivalent rate, or TCE rate, is a measure of the average daily revenue performance of a vessel on a

per voyage basis. Our method of calculating TCE rate is determined by dividing voyage revenues (net of voyage

expenses) or time charter equivalent revenue or TCE revenue by voyage days for the relevant time period. Voyage

expenses primarily consist of port, canal and fuel costs that are unique to a particular voyage, which would

otherwise be paid by the charterer under a time charter contract, as well as commissions. TCE rate is a standard

shipping industry performance measure used primarily to compare period-to-period changes in a shipping

company’s performance despite changes in the mix of charter types (i.e., spot charters, time charters and bareboat
charters) under which the vessels may be employed between the periods.
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The following table reflects our voyage days, calendar days, fleet utilization and TCE rates for the six months ended
June 30, 2008 and the year ended December 31, 2007.

Year Ended Six Months ended
December 31, 2007 June 30, 2008
Average number of vessels 0.21 94
Total voyage days for fleet 69 1,543
Total ownership days for fleet 78 1,702
Fleet Utilization 88% 91%
Time charter equivalent rate $ 52,029 $ 64,378

Voyage Revenues

Voyage revenues are driven primarily by the number of vessels in our fleet, the number of voyage days and the
amount of daily charterhire, or time charter equivalent, that our vessels earn under period charters, which, in turn, are
affected by a number of factors, including our decisions relating to vessel acquisitions and disposals, the amount of
time that we spend positioning our vessels, the amount of time that our vessels spend in dry-dock undergoing repairs,
maintenance and upgrade work, the age, condition and specifications of our vessels, levels of supply and demand in
the seaborne transportation market and other factors affecting spot market charter rates for vessels.

Vessels operating on time charters for a certain period of time provide more predictable cash flows over that period of
time, but can yield lower profit margins than vessels operating in the spot charter market during periods characterized
by favorable market conditions. Vessels operating in the spot charter market generate revenues that are less
predictable but may enable us to capture increased profit margins during periods of improvements in charter rates
although we are exposed to the risk of declining vessel rates, which may have a materially adverse impact on our
financial performance. If we employ vessels on period time charters, future spot market rates may be higher or lower
than the rates at which we have employed our vessels on period time charters.

Time Charter Equivalent (TCE)

A standard maritime industry performance measure used to evaluate performance is the daily time charter equivalent,
or daily TCE. Daily TCE revenues, a non-GAAP measure, are voyage revenues minus voyage expenses divided by
the number of voyage days during the relevant time period. Voyage expenses primarily consist of port, canal and fuel
costs that are unique to a particular voyage, which would otherwise be paid by a charterer under a time charter, as well
as commissions. We believe that the daily TCE neutralizes the variability created by unique costs associated with
particular voyages or the employment of vessels on time charter or on the spot market and presents a more accurate
representation of the revenues generated by our vessels.

Vessel Operating Expenses

Vessel operating expenses include crew wages and related costs, the cost of insurance and vessel registry, expenses

relating to repairs and maintenance, the costs of spares and consumable stores, tonnage taxes, regulatory fees,

technical management fees and other miscellaneous expenses. Other factors beyond Star Bulk’s control, some of which
may affect the shipping industry in general, including, for instance, developments relating to market prices for crew

wages and insurance, may also cause these expenses to increase. Technical vessel managers established an operating

expense budget for each vessel and perform the day-to-day management of the vessels. Star Bulk Management

monitors the performance of each of the technical vessel managers by comparing actual vessel operating expenses

with the operating expense budget for each vessel. Star Bulk is responsible for the costs of any deviations from the

budgeted amounts.
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Depreciation

We depreciate our vessels on a straight-line basis over their estimated useful lives determined to be 25 years from the
date of their initial delivery from the shipyard. Depreciation is based on cost less the estimated residual value.
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Management Fees

Star Bulk Management subcontracts the technical and crew management of our vessels to Combine Marine S.A., or
Combine, Bernhardt, Union Commercial Inc, or Union and Univan Shipmanagement Ltd., or Univan.

Star Under an agreement dated May 4, 2007, we appointed Combine, a company affiliated with Mr. Tsirigakis, our

Chief Executive Officer, Mr. Pappas, the Chairman of our Board and one of our directors and Mr. Christos

Anagnostou, the former officer of Star Maritime as interim manager of the vessels in the initial fleet. Under the

agreement, Combine provides interim technical management and associated services to the vessels in exchange for a

flat fee of $10,000 per vessel and at a daily fee of $450 per vessel during the term of the agreement until such time as

the technical management of the vessel is transferred to another technical management company. Combine is entitled

to be reimbursed at cost by us for any and all expenses incurred by them in the management of the vessels, but shall

provide us the full benefit of all discounts and rebates enjoyed by them. The term of the agreement was for one year

from the date of delivery of each vessel. Either party may terminate the agreement upon thirty days’ written notice. The
Star Gamma, the Star Zeta and the Star Sigma are currently managed by Combine.

On November 2 and December 5 2007, we entered into agreements with Bernhardt for the technical management of
the Star Alpha, the Star Beta, the Star Delta, the Star Epsilon and the Star Theta, Star Omicron and the Star Kappa,
respectively. Under these agreements, we pay Bernhardt an aggregate annual management fee of $110,000, per vessel.

On June 18, 2008, we entered into an agreement with Union for the technical management of the Star Cosmo. Under
the agreement, we pay a daily fee of $450 dollars, which is reviewed two months before the beginning of each
calendar year. The agreement continues indefinitely unless either party terminates the agreement after the first voyage
upon two months’ written notice or a certain termination event occurs.

On July 4, 2007, we entered into an agreement with Univan for the technical management of the Star Iota. Under the
agreement, we pay a monthly management fee of $8,500, which is reviewed two months before the beginning of each
calendar year.

General and Administrative Expenses

We incur general and administrative expenses, including our onshore personnel related expenses, legal and accounting
expenses.

Interest and Finance Costs

We defer financing fees and expenses incurred upon entering into our credit facility and amortize them to interest and
financing costs over the term of the underlying obligation using the effective interest method. We also expect to incur
interest expenses and other financing fees under our new credit facilities in connection with borrowings during 2008
to partially finance new vessel acquisitions and to provide additional liquidity to the Company.

Interest income

We did not have any operations for the period from May 13, 2005 to December 3, 2007. During this period, all of our
income was derived from interest income, the majority of which was earned on funds held in the Trust Account which
consisted of the entire gross proceeds of the initial public offering in the amount of $188.7 million. The gross proceeds
of the private placement in the amount of $11.3 million were used to pay all fees and expenses of the initial public
offering.

Inflation
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Inflation does not have a material effect on our expenses given current economic conditions. In the event that
significant global inflationary pressures appear, these pressures would increase our operating, voyage, administrative
and financing costs.

Special or Intermediate Survey and Drydocking Costs
We have not incurred drydocking costs in 2007. Beginning with our first fiscal quarter ended March 31, 2008, we
elected to change our policy for accounting for vessel drydocking costs from the deferral method, under which we

deferred and amortized our drydocking costs over the estimated period of benefit between drydockings, to the direct
expense method, under which we expense all drydocking costs as incurred.
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There have been no drydocking costs that the Company has incurred prior to the first quarter of 2008, therefore, there
will be no impact on the Company’s prior consolidated financial statements as a result of the adoption of this change in
policy. The Company believes that the new direct expensing method eliminates the significant amount of subjectivity
that is needed to determine which costs and activities related to drydocking should be deferred. The first effect of this
change in accounting policy, appeared in the Company’s results for the quarter ended March 31, 2008. The Company
believes that this change in accounting policy will not impact its dividend distributions per share, given that the
Company has a fixed dividend policy.

Lack of Historical Operating Data for Vessels Before Their Acquisition By Us

Consistent with shipping industry practice, other than inspection of the physical condition of the vessels and

examinations of classification society records, there is no historical financial due diligence process when we acquire

vessels. Accordingly, we do not obtain the historical operating data for the vessels from the sellers because that

information is not material to our decision to make vessel acquisitions, nor do we believe it would be helpful to

potential investors in our stock in assessing our business or profitability. Most vessels are sold under a standardized

agreement, which, among other things, provides the buyer with the right to inspect the vessel and the vessel’s
classification society records. The standard agreement does not give the buyer the right to inspect, or receive copies

of, the historical operating data of the vessel. Prior to the delivery of a purchased vessel, the seller typically removes

from the vessel all records, including past financial records and accounts related to the vessel. In addition, the

technical management agreement between the seller’s technical manager and the seller is automatically terminated and
the vessel’s trading certificates are revoked by its flag state following a change in ownership.

Consistent with shipping industry practice, we treat the acquisition of a vessel (whether acquired with or without
charter) as the acquisition of an asset rather than a business, which we believe to be in accordance with applicable
U.S. GAAP and SEC rules. Where a vessel has been under a voyage charter, the vessel is delivered to the buyer free
of charter, and it is rare in the shipping industry for the last charterer of the vessel in the hands of the seller to continue
as the first charterer of the vessel in the hands of the buyer. All of the vessels in our current fleet have been acquired
with time charters attached, with the exception of the Star Beta. In most cases, when a vessel is under time charter and
the buyer wishes to assume that charter, the vessel cannot be acquired without the charterer’s consent and the buyer
entering into a separate direct agreement (called a “novation agreement”) with the charterer to assume the charter. The
purchase of a vessel itself does not transfer the charter because it is a separate service agreement between the vessel
owner and the charterer.

Where we identify any intangible assets or liabilities associated with the acquisition of a vessel, we allocate the
purchase price of acquired tangible and intangible assets based on their relative fair values. Where we have assumed
an existing charter obligation or entered into a time charter with the existing charterer in connection with the purchase
of a vessel with the time charter agreement at charter rates that are less than market charter rates, we record a liability,
based on the difference between the assumed charter agreement rate and the market charter rate for an equivalent
charter agreement. Conversely, where we assume an existing charter obligation or enter into a time charter with the
existing charterer in connection with the purchase of a vessel with the charter agreement at charter rates that are above
prevailing market charter rates, we record an asset, based on the difference between the market charter rate and the
assumed contracted charter rate for an equivalent vessel. This determination is made at the time the vessel is delivered
to us, and such assets and liabilities are amortized to revenue over the remaining period of the charter.

From December 3, 2007 to June 30, 2008, we owned and operated a fleet of 12 vessels consisting of three Capesize,
one Panamax, and eight Supramax drybulk carriers with an average age of 9.8 years and a combined cargo carrying
capacity of approximately 1.0 million dwt. Following the expected delivery to us of the Star Ypsilon and the delivery
of the Star Iota to its purchaser in September 2008, the average age of our fleet will be approximately 9.3 years.
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Following the consummation of the Redomiciliation Merger, Star Bulk took delivery from TMT, the vessels indicated
in Note 1 of our consolidated financial statements pursuant to the Master Agreement (except from the Star Kappa
which was acquired from TMT separately). The aggregate purchase price paid to TMT consisted of both cash and
12,537,645 of our common shares. The fair value of the common shares issued to TMT was based on the closing share
price of Star Bulk’s shares on the delivery date of each vessel. The total consideration for the Star Epsilon, the Star
Theta and the Star Beta, three vessels of initial fleet delivered to us during
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December 2007, was $166.8 million. In addition, on December 3, 2007, we entered into an agreement to acquire the
Star Kappa from TMT for $72.0 million, an additional vessel not included in the initial fleet, which was delivered to
us on December 14, 2007.

During 2007, we acquired three drybulk carriers, the Star Epsilon, the Star Theta and the Star Kappa, with attached
time charter contracts, which we agreed to assume through arrangements with the respective charterers. Upon delivery
of the above vessels, we evaluated the charter contract and assumed and recognized (a) an asset of approximately $2.0
million for one of the vessels with a corresponding decrease in the vessel’ purchase price and (b) a liability of
approximately $26.8 million for the other two vessels with a corresponding increase in the vessels’ purchase price.

On January 22, 2008, we entered into an agreement to acquire the Star Sigma, a 1991 built Capesize drybulk carrier
with a cargo carrying capacity of approximately 184,403 dwt for a purchase price of $83.74 million. This vessel was
delivered to us in April 2008, following which the vessel will be employed on a year time charter at a daily hire rate of
$100,000. On March 6, 2008, the Star Sigma was committed to a further three year time charter commencing in April
2009 with an average daily rate of $63,000.

On March 11, 2008, we entered into an agreement to acquire, the Star Omicron, a 2005 built Supramax drybulk carrier
with a cargo carrying capacity of 53,489 dwt for a purchase price of $72.0 million. Following the delivery its delivery
to us in April 2008, the Star Omicron was employed on a three year time charter at a gross daily charterhire rate of
$43,000.

On May 22, 2008, we entered into an agreement to acquire the Star Cosmo, a 2005 built Supramax drybulk carrier for
the aggregate purchase price of $68.8 million with a cargo carrying capacity of approximately 52,200 dwt. We entered
into a three year time charter agreement to employ this vessel at an average daily hire rate of $41,900 following its
delivery to us on July 1, 2008.

On June 3, 2008, we entered into an agreement with a company affiliated with Oceanbulk Maritime, S.A., or
Oceanbulk, a company founded by our Chairman, Petros Pappas, to acquire the Star Ypsilon, a 1991 built Capsize
drybulk carrier with a cargo carrying capacity of approximately 150,940 dwt for the aggregate purchase price of $87.2
million. Oceanbulk, is selling the Star Ypsilon at the same price it acquired the vessel from Dutch interests. We
entered into a three year time charter agreement, subject to a related novation agreement which has not yet been
obtained, with a company affiliated with TMT, a company controlled by our director, Mr. Nobu Su, to employ the
Star Ypsilon at an average daily hire rate of $93,333 following its expected delivery to us by September of 2008. No
commissions are to be charged either on the sale or the chartering of the Star Ypsilon.

When we purchase a vessel and assume or renegotiate a related time charter, we must take the following steps before
the vessel will be ready to commence operations:

e obtain the charterer’s consent to us as the new owner;
e obtain the charterer’s consent to a new technical manager;
® in some cases, obtain the charterer’s consent to a new flag for the vessel;

e arrange for a new crew for the vessel, and where the vessel is on charter, in some cases, the crew must be approved

by the charterer;

e replace all hired equipment on board, such as gas cylinders and communication equipment;
® negotiate and enter into new insurance contracts for the vessel through our own insurance brokers;

e register the vessel under a flag state and perform the related inspections in order to obtain new trading certificates

from the flag state;

¢ implement a new planned maintenance program for the vessel; and

e ensure that the new technical manager obtains new certificates for compliance with the safety and vessel security

regulations of the flag state.
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The following discussion is intended to help you understand how acquisitions of vessels affect our business and
results of operations.

Our business is comprised of the following main elements:

e employment and operation of our drybulk vessels; and
e management of the financial, general and administrative elements involved in the conduct of our business and
ownership of our drybulk vessels.
® The employment and operation of our vessels require the following main components:
¢ vessel maintenance and repair;
e crew selection and training;
e vessel spares and stores supply;
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® contingency response planning;
e onboard safety procedures auditing;
® accounting;
e vessel insurance arrangement;
e vessel chartering;
e vessel security training and security response plans (ISPS);
e obtain ISM certification and audit for each vessel within the six months of taking over a vessel;
¢ vessel hire management;
e vessel surveying; and
e vessel performance monitoring.

The management of financial, general and administrative elements involved in the conduct of our business and
ownership of our vessels requires the following main components:

* management of our financial resources, including banking relationships (i.e., administration of bank loans and bank

accounts);

® management of our accounting system and records and financial reporting;
¢ administration of the legal and regulatory requirements affecting our business and assets; and

e management of the relationships with our service providers and customers. The principal factors that affect our

profitability, cash flows and shareholders’ return on investment include:

e rates and periods of charterhire;
e levels of vessel operating expenses;
® depreciation and amortization expenses;
¢ financing costs; and
e fluctuations in foreign exchange rates.

Star Maritime was organized under the laws of the State of Delaware on May 13, 2005 as a blank check company
formed to acquire, through a merger, capital stock exchange, asset acquisition or similar business combination, one or
more assets or target businesses in the shipping industry.

On November 27, 2007, the Company obtained shareholder approval for the acquisition of the initial fleet of eight
drybulk carriers and for effecting the Redomiciliation Merger whereby Star Maritime merged with and into Star Bulk
with Star Bulk as the surviving entity. The Redomiciliation Merger was completed on November 30, 2007. Our first
vessel was delivered on December 3, 2007. Thus, we can not present a meaningful comparison of our results of
operations for the period from December 3, 2007 to December 31, 2007.

During the period from the Company’s inception to the date it commenced operations, the Company was a
development stage enterprise in accordance with Statement of Financial Accounting Standards (“SFAS”) No. 7
“Accounting and Reporting By Development Stage Companies”.

Six months ended June 30, 2008

We began operations in December 2007 and therefore we cannot present a meaningful comparison of our results of
operations for the six month period ended June 30, 2008 with the same period in 2007. During the period from the
Company’s inception to the date it commenced operations, the Company was a development stage enterprise in
accordance with Statement of Financial Accounting Standards (“SFAS”) No. 7 “Accounting and Reporting By
Development Stage Companies.”

80



Edgar Filing: FARMER BROTHERS CO - Form DEF 14A

Voyage Revenues: Voyage revenues for the six months ended June 30, 2008 were approximately $100.9
million. This amount includes the amortization of the fair value of below/above market time charters in the amount of
$34.9 million, associated with time charters attached to vessels acquired, which are amortized over the remaining
period of the time charter as increases to net revenue and depreciation expense.

This amount is offset by charterers commission amounting to $1.9 million. Consistent with drybulk industry practice,
charterer commissions ranging from 0% to 3.75% of the total daily charter hire rate of each charter. All of our
revenues for six months ended June 30, 2008 were earned from time charters.

Voyage Expenses: Voyage expenses, which mainly consist of commissions payable to brokers, were approximately
$1.6 million for the six months ended June 30, 2008. Consistent with drybulk industry practice, we pay broker
commissions ranging from 1.0% to
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2.5% of the total daily charter hire rate of each charter to ship brokers associated with the charterers, depending on the
number of brokers involved with arranging the charter.

Vessel Operating Expenses: For the six months ended June 30, 2008, our vessel operating expenses were
approximately $10.3 million. Vessel operating expenses include crew wages and related costs, the cost of insurance,
expenses relating to repairs and maintenance, the cost of spares and consumable stores, management fees, tonnage
taxes and other miscellaneous expenses. Other factors beyond our control, some of which may affect the shipping
industry in general, including, for instance, developments relating to market prices for insurance, may also cause these
expenses to increase.

Drydocking Expenses: For the six months ended June 30, 2008, our drydocking expenses were $6.4 million. During
this period three vessels undertook their periodic dry docking survey.

Vessel Impairment Loss: As of June 30, 2008, the vessel Star lota was classified as an asset held for sale and recorded
at the lower of its carrying amount or fair value less cost to sell. The resulting impairment loss of $4.6 million was
recorded in the six months ended June 30, 2008.

General and Administrative Expenses: For the six months ended June 30, 2008, we incurred approximately $5.4
million of general and administrative expenses. Our general and administrative expenses include the salaries and other
related costs of the executive officers and other employees, our office rents, legal and accounting costs, regulatory
compliance costs and long-term compensation costs.

Depreciation: We depreciate our vessels based on a straight line basis over the expected useful life of each vessel,
which is 25 years from the date of their initial delivery from the shipyard. Depreciation is based on the cost of the
vessel less its estimated residual value, which is estimated at $200 per 1wt, at the date of the vessel’s acquisition.
Secondhand vessels are depreciated from the date of their acquisition through their remaining estimated useful life.
However, when regulations place limitations over the ability of a vessel to trade on a worldwide basis, its useful life is
adjusted to end at the date such regulations become effective. For six months ended June 30, 2008, we recorded
approximately $21.0 million of vessel depreciation charges.

Interest Expense: For the six months ended June 30, 2008, our interest payments under our term-loan facilities totaled
approximately $3.2 million.

Interest Income: Interest income was $0.7 million for the six months ended June 30, 2008.
Liquidity and Capital Resources

Our principal source of funds has been equity provided by our shareholders, operating cash flow and long-term
borrowing. Our principal use of funds has been capital expenditures to establish and grow our fleet, maintain the
quality of our drybulk carriers, comply with international shipping standards and environmental laws and regulations,
fund working capital requirements, make interest repayments on outstanding loan facilities, and pay dividends. We
expect to rely upon operating cash flow, long-term borrowing, and future equity financing to implement our growth
plan and meet our liquidity requirements going forward. We believe that we will have sufficient liquidity to meet all
of our current working capital requirements.

We believe that our current cash balance, as well as operating cash flow, is sufficient to meet our current liquidity

needs, assuming the charter market does not deteriorate to the low-rate environment. If we do acquire additional
vessels, we may rely on new debt, proceeds from future offerings and revenue from operations to meet our liquidity
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needs going forward.

Our practice has been to acquire drybulk carriers using a combination of funds received from equity investors and
bank debt secured by mortgages on our drybulk carriers. Our business is capital-intensive and its future success will
depend on our ability to maintain a high-quality fleet through the acquisition of newer drybulk carriers and the
selective sale of older drybulk carriers. These acquisitions will be principally subject to management’s expectation of
future market conditions as well as our ability to acquire drybulk carriers on favorable terms.

Our short-term liquidity requirements relate to servicing our debt, payment of operating costs, funding working capital

requirements and maintaining cash reserves against fluctuations in operating cash flows. Sources of short-term
liquidity include our revenues earned from our charters.
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Our medium and long-term liquidity requirements include funding the equity portion of investments in new or
additional vessels and repayment of long-term debt balances. Sources of funding our long-term liquidity requirements
include new loans or equity issues or vessel sales.

As of June 30, 2008 and December 31, 2007, we had cash and cash equivalents of $49.1 million ($11.0 million of
which restricted) and $19.0 million, respectively. As of December 31, 2006 and 2005, Star Maritime had cash and
cash equivalents of $2.1 million and $0.6 million, respectively

On May 22, 2008, we entered into an agreement to acquire the Star Cosmo, a 2005 built Supramax drybulk carrier for
the aggregate purchase price of $68.8 million with a cargo carry capacity of approximately 52,200 dwt. We finance
the purchase price through a combination of the proceeds received from the conversion of our warrants and
borrowings under our new Piraeus Bank A.E. term loan facility dated July 1, 2008.

On June 3, 2008, we entered into an agreement with a company affiliated with Oceanbulk to acquire the Star Ypsilon,
a 1991 built Capsize drybulk carrier for the aggregate purchase price of $87.2 million with a cargo carry capacity of
approximately 150,940 dwt. We expect to finance the purchase price through a combination of the proceeds received
from the conversion of our warrants and borrowings under our Piraeus Bank A.E. term loan facility.

As of December 31, 2007, we paid no dividends to our shareholders. On February 14, April 16, and July 29, 2008, the
Company declared dividends amounting to approximately $4.6 million ($0.10 per share, paid on February 28, 2008 to
the stockholders of record on February 25, 2008), approximately $18.8 million ($0.35 per share, paid on May 23,
2008 to the shareholders of record on May 16, 2008), and approximately $19.4 million ($0.35 per share, paid on
August 18, 2008 to the shareholders of record on August 8, 2008), respectively.

Cash Flows
Six months ended June 30, 2008
The following table presents cash flow information for the six months ended June 30, 2008. The information was

derived from the audited consolidated statements of cash flows of Star Bulk and is expressed in thousands of U.S.
Dollars.

Net cash provided by operating activities $ 47,647
Net cash used in investing activities (297,006)
Net cash provided by financing activities 268,417
Increase in cash and cash equivalents 19,058
Cash and cash equivalents beginning of period 18,985
Cash and cash equivalents end of period $ 38,043

Cash from operating activities is mainly composed of revenues generated under our time charters and interest income.

Net cash used in investing activities was $297.0 million of which $270.4 million represented amounts paid for our
initial fleet. We also paid $15.611 million in advance for the purchase of vessels the Star Ypsilon and the Star
Cosmo. Finally $11.0 million was the increase in restricted cash due to loan covenants.

Net cash provided by financing activities was $268.4 million for the period ended June 30, 2008 representing $120.0
million from borrowings under our Commerzbank AG loan facility, $85.0 million from borrowing under our Piraeus
Bank A.E. term loan facility and $94.0 million received from the exercise of warrants, offset mainly by $23.4 million
of cash dividends paid, $8.5 million of repayments under our loan agreements and payments of $6.1 million in
connection with the Company’s repurchase of its common stock and warrants.
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Senior Secured Credit Facilities

As of August 21, 2008, we had three senior secured credit facilities with a total borrowing capacity of up to
approximately $325.0 million.

Commerzbank AG

On December 27, 2007, we entered into a term loan agreement with Commerzbank AG in the amount of $120.0
million to partially finance the Star Gamma, the Star Delta, the Star Epsilon, the Star Zeta, and the Star Theta, which
also provide the security for this loan agreement. Upon signing the term loan facility agreement we committed to
paying a management fee of 0.5% of the loan amount and a commitment fee of 0.35% per annum payable quarterly in
arrears over the committed but un-drawn portion of the loan.

Under the terms of this term loan facility, the repayment of $120.0 million which is the maximum amount we are able
to borrow, is over a nine year term and divided into two tranches. The first tranche incorporates up to the first $50.0
million that is borrowed and is repayable in twenty-eight consecutive quarterly installments commencing
twenty-seven months after our initial borrowings but no later than March 31, 2010: (i) the first four installments
amount to $2.25 million each, (ii) the next thirteen installments amount to $1.0 million each and (iii) the remaining
eleven installments amount to $1.3 million each and a final balloon payment of $13.7 million payable together with
the last installment. The second tranche incorporates the balance of the loan up to the full amount of $120.0
million. The balance of our borrowings is repayable in twenty-eight consecutive quarterly installments commencing
twenty-seven months after draw down but no later than March 31, 2010: (i) the first four installments amount to $4.0
million each and (ii) the remaining twenty-four installments amount to $1.75 million each and a final balloon payment
of $12.0 million payable together with the last installment. Should any tranche not be drawn down with the maximum
amount specified above, the repayment installments are reduced in the inverse order of maturity. Our term loan bears
interest at LIBOR plus a margin at a minimum of 0.8% to a maximum of 1.25% depending on whether our aggregate
drawdown ranges from 60% up to 75% of the aggregate market value of our initial fleet.

As of August 21, 2008, we had outstanding borrowings of $120.0 million, which is the maximum amount of
borrowings permitted under this facility.

Piraeus Bank A.E. Loan Facility dated April 14, 2008

On April 14, 2008, we entered into a term loan agreement with Piraeus Bank A.E. in the amount of $170.0 million to
partially finance the acquisition of the Star Omicron and the Star Sigma and to provide additional liquidity to the
Company. This loan agreement is secured by the Star Alpha, the Star Beta, and the Star Sigma. Upon signing the
term loan facility agreement we committed to paying a management fee of 0.35% of the loan amount and a
commitment fee of 0.25% per annum payable quarterly in arrears over the committed but un-drawn portion of the
loan.

Under the terms of this term loan facility, the repayment of $170.0 million (a) begins three months after we draw
down $65.0 million under this facility to partially finance the Star Sigma but no later than July 2008 and (b) is divided
into 24 consecutive quarterly installments: (i) the first installment amounts to $8.0 million, (ii) the second through
fourth installments amount to $12.0 million each, (iii) the fifth to eighth installments amount to $10.0 million each,
(iv) the ninth through sixteenth installments amount to $5.0 million each, (v) the seventeenth through twentieth
installments amount to $3.0 million each, (vi) the twenty-first through twenty-fourth installments amount to $2.5
million each of and a final balloon payment in the amount of $24.0 million provided that if this loan facility is
drawdown in less than the maximum available amount thereof, each repayment installment, including the balloon
installment shall be reduced pro-rata by an amount in aggregate equal to such undrawn amount. The term of this loan
facility is six years. Our term loan bears interest at LIBOR plus a margin of 1.25%.
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As of August 21, 2008, we had outstanding borrowings of $81.0 million under this loan facility.
Piraeus Bank A.E. Loan Facility dated July 1, 2008
On July 1, 2008, we entered into a term loan agreement with Piracus Bank A.E. in the amount of $35.0 million to

partially finance the acquisition of the Star Cosmo. Upon signing the term loan facility agreement we committed to
pay a non refundable arrangement fee of 0.4% of the facility amount.
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Under the terms of this term loan facility, the repayment of $35.0 million (a) begins three months after we draw down
the full amount but no later than July 30, 2008 and (b) is divided into 24 consecutive quarterly installments: (i) the
first through fourth installments amounts to $1.5 million, (ii) the fifth through eighth installments amount to $1.3
million each, (iii) the ninth to twelfth installments amount to $0.9 million each, (iv) the thirteenth through
twenty-fourth installments amount to $0.5 million each of and a final balloon payment in the amount of $14.5
million. The term of this loan facility is six years. Our term loan bears interest at LIBOR plus a margin of 1.325%.

Our term loan agreements with Piraeus Bank A.E. contain financial covenants, including requirements to maintain (i)
a minimum liquidity of $0.5 million per vessel, (ii) the total indebtedness of the borrower over the market value of all
vessels owned shall not be greater than 0.6 to 1.0, and (iii) the interest coverage ratio shall not be less than 2.0 to 1.0.

As of August 21, 2008, we had outstanding borrowings of $35.0 million under this loan facility.
Quantitative and Qualitative Disclosure of Market Risk
Interest Rate Risk

The international drybulk industry is a capital intensive industry, requiring significant amounts of investment. Much
of this investment is provided in the form of long term debt. Our debt usually contains interest rates that fluctuate with
LIBOR. Increasing interest rates could adversely impact future earnings.

During 2007, we had no outstanding borrowings under our credit facility and did not make any interest payments.
Under our term loan with Commerzebank AG we pay an interest rate of LIBOR plus a margin of up to 1.25%. Under
our term loan with Piraeus Bank A.E. dated April 14, 2008, we pay an interest rate of LIBOR plus a margin of 1.25%.
Under our term loan with Piraeus Bank A.E. dated July 1, 2008, we pay an interest rate of LIBOR plus a margin of
1.325%. As of August 21, 2008, we had $120.0 million outstanding under our term loan with Commerzebank AG, and
$116.0 million outstanding under our term loans with Piracus Bank A.E.

Our estimated interest expense for the year ended December 31, 2008 is $7.8 million. Our interest expense estimate is
based on the amount of our outstanding borrowings under our term loan facilities as at August 21, 2008 and the
average interest rate of our term loan facilities for the six months ended June 30, 2008, in the amount of 3.9%.

Our interest expense is affected by changes in the general level of interest rates. As an indication of the extent of our
sensitivity to interest rate changes, an increase of 100 basis points will increase our income expense for the year ended
December 31, 2008 by $1.2 million assuming the same debt profile throughout the year.

The following table sets forth the sensitivity of loans in millions of U.S. dollars to a 100 basis points increase in
LIBOR during the next five years:

For the year Estimated amount
ended Estimated amount of interest expense after an
December 31, of interest expense increase of 100 basis points Sensitivity

2008 7.8 9.0 1.2
2009 8.4 10.5 2.1
2010 7.1 8.9 1.8
2011 5.7 7.2 1.5
2012 4.8 6.1 1.3

33.8 41.7 7.9

Currency and Exchange Rates
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We generate all of our revenues in dollars and there were no operating expenses in currencies other than the U.S.
dollar. However, 10% of our general and administrative expenses including consulting fees, salaries and traveling
expenses were incurred in Euros. For accounting purposes, expenses incurred in Euros are converted into Dollars at
the exchange rate prevailing on the date of each transaction. Because a significant portion of our expenses are incurred
in currencies other than the U.S. dollar, our expenses may from time to time increase relative to our revenues as a
result of fluctuations in exchange rates, particularly between the U.S. dollar and the Euro, which could affect the
amount of net income that we report in future periods. As of December 31, 2007, the effect of a 1%
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adverse movement in U.S. dollar/Euro exchange rates would have resulted in an increase of $7,756 in our general and
administrative expense. While we historically have not mitigated the risk associated with exchange rate fluctuations
through the use of financial derivatives, we may determine to employ such instruments from time to time in the future
in order to minimize this risk. Our use of financial derivatives, including interest rate swaps, would involve certain
risks, including the risk that losses on a hedged position could exceed the nominal amount invested in the instrument
and the risk that the counterparty to the derivative transaction may be unable or unwilling to satisfy its contractual
obligations, which could have an adverse effect on our results.

Recent Developments

On July 1, 2008, we entered into a term loan agreement with Piracus Bank A.E. in the amount of $35.0 million to
partially finance the acquisition of the Star Cosmo. Upon signing the term loan facility agreement we committed to
pay a non refundable arrangement fee of 0.4% of the facility amount.

As of July 17, 2008, 803,481 shares of common stock of Star Bulk were issued to TMT pursuant to the Master
Agreement.

As of August 21, 2008, 12,721,350 warrants have been converted into shares of common stock resulting in proceeds
to the Company of $101,770,800. As of November 30, 2007, the date of the Redomiciliation Merger, we had
41,564,569 shares of common stock and 20,000,000 warrants outstanding.

In August 2008, TMT Co. Ltd., an indirect shareholder of Star Bulk through its nominee (F5 Capital), alleged that it
had suffered unspecified damages arising from an alleged breach by Star Bulk of a purported obligation under the
Master Agreement to maintain a registration statement in effect so as to permit TMT to sell its 12,537,645 Star Bulk
shares freely on the open market. Among other things, TMT had demanded that Star Bulk repurchase approximately
3.8 million shares from TMT at a share price of $14.04 per share, which was the closing price of Star Bulk's
common shares on the NASDAQ Global Market on June 2, 2008, which demand was withdrawn by TMT in
connection with discussions between Star Bulk and TMT. Star Bulk denies that it has any such obligation under the
Master Agreement and is currently discussing the matter with TMT.

Related Party and Other Transactions

On June 3, 2008, we entered into an agreement with a company affiliated with Oceanbulk, a company founded by our
non-executive Chairman and director, Mr. Petros Pappas, to acquire the Star Ypsilon, a 1991 built Capsize drybulk
carrier with a cargo carrying capacity of approximately 150,940 dwt for the aggregate purchase price of $87.2 million.
Oceanbulk, is selling the Star Ypsilon at the same price it acquired the vessel from Dutch interests. We entered into a
three year time charter agreement, subject to a related novation agreement which has not yet been obtained, with a
company affiliated with TMT, a company controlled by our director, Mr. Nobu Su, to employ the Star Ypsilon at an
average daily hire rate of $93,333 following its expected delivery to us by September of 2008. No commissions are to
be charged either on the sale or the chartering of the Star Ypsilon.

According to an amended Schedule 13D filed by F5 Capital with the SEC on July 29, 2008, on June 20, 2008, TMT
and certain of its affiliates entered into a private agreement (the “Agreement”) with Oceanbulk Shipping and Trading, or
OBST, a company founded by our non-executive Chairman and director, Mr. Petros Pappas, to transfer shares of Star
Bulk common stock to certain parties nominated by OBST in settlement of certain commercial obligations of TMT
(which obligations were and are unrelated to Star Bulk and its business), and pursuant to the Agreement, on July 10,
2008, F5 Capital, TMT’s nominee, transferred an aggregate of 9,537,645 shares of Star Bulk common stock to Glassy
Sea Navigation Limited (2,384,411 shares), Legion Finance Inc. (2,384,412 shares), Marquis Shipholding Ltd
(2,384,411 shares) and Venere Shipholding S.A (2,384,411 shares). Mr. Nobu Su, the sole director and shareholder of
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F5 Capital, is a member of the board of directors of Star Bulk. Star Bulk was not a party to this transaction.
Inflation

Inflation had not a material effect on our expenses given current economic conditions. In the event that significant

global inflationary pressures appear, these pressures would increase our operating, voyage, administrative and

financing costs.

Off-Balance Sheet Arrangements

As of the date of this prospectus, we do not have any off-balance sheet arrangements.
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Critical Accounting Policies

We make certain estimates and judgments in connection with the preparation of our consolidated financial statements,
which are prepared in accordance with accounting principles generally accepted in the United States, or U.S. GAAP,
that affect the reported amount of assets and liabilities, revenues and expenses and related disclosure of contingent
assets and liabilities at the date of our consolidated financial statements. Actual results may differ from these estimates
under different assumptions or conditions.

Critical accounting policies are those that reflect significant judgments or uncertainties, and potentially result in
materially different results under different assumptions and conditions. We have described below what we believe will
be the most critical accounting policies that involve a high degree of judgment and the methods of their application.

Impairment of long-lived assets. The Company follows SFAS No. 144 “Accounting for the Impairment or Disposal of
Long-lived Assets,” which addresses financial accounting and reporting for the impairment or disposal of long-lived
assets. The standard requires that long-lived assets and certain identifiable intangibles held and used by an entity be
reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount of the assets
may not be recoverable. When the estimate of undiscounted cash flows, excluding interest charges, expected to be
generated by the use of the asset is less than its carrying amount, the Company should evaluate the asset for an
impairment loss. Measurement of the impairment loss is based on the fair value. In this respect, management regularly
reviews the carrying amount of the vessels on vessel by vessel basis when events and circumstances indicate that the
carrying amount of the vessels might not be recoverable. No impairment losses were recorded in any of the periods
presented.

Depreciation. Vessels are stated at cost, which consists of the contract price and any material expenses incurred upon
acquisition, such as (initial repairs, improvements, delivery expenses and other expenditures to prepare the vessel for
its initial voyage).

The cost of each of the Company’s vessels is depreciated beginning when the vessel is ready for its intended use, on a
straight-line basis over the vessel’s remaining economic useful life, after considering the estimated residual value
(vessel’s residual value is equal to the product of its lightweight tonnage and estimated scrap rate per ton).
Management estimates the useful life of the Company’s vessels to be 25 years from the date of initial delivery from the
shipyard. When regulations place limitations over the ability of a vessel to trade on a worldwide basis, its remaining
useful life is adjusted at the date such regulations are adopted. Depreciation expense is calculated based on cost less
the estimated residual scrap value. Scrap value is estimated by the Company by taking the cost of steel times the
weight of the ship noted in lightweight ton, or lwt.

Certain vessels are purchased by assuming existing time charter agreement. Such acquired time charter agreements are
recorded at fair value by separately measuring such intangible assets acquired. Fair value of above or below market
acquired time charters was determined by comparing existing charter rates in the acquired time charter agreements
with the market rates for equivalent time charter agreements prevailing at the time the foregoing vessels are delivered.
The present values representing the fair value of the above or below market time charters is recorded as an intangible
asset or liability, respectively.

Revenue recognition. The Company generates its revenues from time charterers for the charterhire of its vessels.

Vessels are chartered using time charters, where a contract is entered into for the use of a vessel for a specific period

of time and a specified daily charterhire rate. All of the Company’s time charter agreements are classified as operating
leases. Revenues under operating lease arrangements are recognized when a charter agreement exists, charter rate is

fixed and determinable, the vessel is made available to the lessee, and collection of the related revenue is reasonably

assured. Revenues are recognized ratably on a straight line basis over the period of the respective time charter

agreement in accordance with SFAS No. 13 “Accounting for Leases.”
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Deferred revenue includes cash received prior to the consolidated balance sheet date and is related to revenue earned
after such date.

Voyage related and vessel operating costs are expensed as incurred. Under time charter, specified voyage costs, such
as fuel and port charges are borne and paid by the charterer and other non-specified voyage expenses, such as
commission are paid by the Company. Vessel operating costs including crews, maintenance and insurance are paid by
the Company.
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Recent Accounting Pronouncements

In September 2006 the FASB issued SFAS No. 157 “Fair Value Measurements” (SFAS No. 157). SFAS No. 157
provides guidance for using fair value to measure assets and liabilities. The standard applies whenever other
standards require (or permit) assets or liabilities to be measured at fair value. Under the standard, fair value refers
to the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants in the market in which the reporting entity transacts. SFAS No. 157 clarifies the principle that
fair value should be based on the assumptions market participants would use when pricing the asset or liability. In
support of this principle, the standard establishes a fair value hierarchy that prioritizes the information used to
develop those assumptions. The fair value hierarchy gives the highest priority to quoted prices in active markets
and the lowest priority to unobservable data, for example, the reporting entity’s own data. Under the standard, fair
value measurements will be required to be separately disclosed by level within the fair value hierarchy. SFAS No.
157 is effective for consolidated financial statements issued for fiscal years beginning after November 15, 2007,
and interim periods within those fiscal years. Early adoption is permitted. The Company will adopt this
pronouncement beginning in fiscal year 2008. The adoption of the standard is not expected to have a material
effect on the Company’s financial position, results of operations or cash flows.

In February 2007, the FASB issued SFAS No. 159 “The Fair Value Option for Financial Assets and Financial
Liabilities” (SFAS No. 159), which permits the entities to choose to measure many financial instruments and certain
other items at fair value that are not currently required to be measured at fair value. This Statement is expected to
expand the use of fair value measurement, which is consistent with the Board’s long-term measurement objectives
for accounting for financial instruments. The objective is to improve financial reporting by providing entities with
the opportunity to mitigate volatility in reported earnings caused by measuring related assets and liabilities
differently without having to apply complex hedge accounting provisions. This statement also establishes
presentation and disclosure requirements designed to facilitate comparisons between entities that choose different
measurement attributes for similar types of assets and liabilities. SFAS No. 159 is effective as of the beginning of
an entity’s first fiscal year that begins after November 15, 2007. Early adoption is permitted as of the beginning of a
fiscal year on or before November 15, 2007, provided the entity also elects to apply the provisions of SFAS No.
157. This statement will be effective for the Company for the fiscal year beginning on January 1, 2008. The
Company has not opted to fair value any of its financial assets and liabilities.
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THE INTERNATIONAL DRY BULK SHIPPING INDUSTRY

The information and data in this section relating to the international dry bulk shipping industry has been provided by

Drewry Shipping Consultants (Drewry), and is taken from Drewry databases and other sources available in the public

domain. Drewry has advised us that it accurately describes the international dry bulk shipping industry, subject to the

availability and reliability of the data supporting the statistical and graphical information presented. Drewry’s
methodologies for collecting information and data, and therefore the information discussed in this section, may differ

from those of other sources, and does not reflect all or even necessarily a comprehensive set of the actual transactions

occurring in the dry bulk shipping industry. The source of all tables and charts is Drewry unless otherwise indicated.

Introduction

The marine industry is a vital link in international trade, with oceangoing vessels representing the most efficient, and
often the only means of transporting large volumes of basic commodities and finished products. Seaborne cargo is
categorized as dry cargo or liquid cargo. Dry cargo includes dry bulk cargo, container cargo and non container
cargo. Container cargo is shipped in 20 or 40 foot containers and includes a wide variety of finished
products. Non-container cargo includes other dry cargo that cannot be shipped in a container due to size, weight or
handling requirements, such as large manufacturing equipment or large industrial vehicles. Liquid cargo, includes
crude oil, refined oil products, liquefied gases, chemicals and associated products, all of which are shipped in tankers.

In 2007, approximately 5.1 billion tons of dry cargo was transported by sea, of which dry bulk cargo accounted for
2.96 billion tons. The following table presents the breakdown of the global trade by type of cargo in 2000 and 2007.

World Seaborne Trade 2000 and 2007

Millions of Tons CAGR(1) % Total Seaborne Trade

2000 2007(p) 2000-2007 2000 2007
Drybulk Cargo
Major Bulks 1,249 1,809 5.4% 19.1% 20.2%
Coal 539 769 5.0% 8.2% 8.6%
Iron Ore 489 812 7.5% 7.5% 9.1%
Grain 221 228 0.4% 3.4% 2.6%
Minor Bulks 901 1,155 3.6% 13.8% 12.9%
Total Drybulk 2,150 2,964 4.6%
Container Cargo 620 1,272 10.8% 9.5% 14.2%
Non Container/General 720 820 1.9% 11.0% 9.2%
Cargo
Total Dry Cargo 3,490 5,056 5.4% 53.4% 56.6%
Liquid Cargo 3,051 3,881 3.5% 46.6% 43.4%
TOTAL ALL CARGO 6,541 8,937 4.5% 100.0% 100.0%

(p) Provisional.

(1) Compound annual growth rate.
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Source: Drewry
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Dry bulk cargo can be further defined as either major bulk cargo or minor bulk cargo, all of which is shipped in bulk
carriers. Major bulk cargo includes, among other things, iron ore, coal and grain. Minor bulk cargo includes
agricultural products, mineral cargo (including metal concentrates), cement, forest products and metal products. Dry
bulk cargo is normally shipped in large quantities and can be easily stowed in a single hold with little risk of cargo
damage.

Dry Bulk Shipping

Drybulk Carrier Demand

The demand for drybulk carriers is determined by the volume and geographical distribution of seaborne dry bulk
trade, which in turn is influenced by trends in the global economy. During the 1980s and 1990s seaborne dry bulk
trade increased by slightly more than 2% per annum. However, between 2000 and 2007, seaborne dry bulk trade
increased at a CAGR of 4.7%.

The following chart illustrates the changes in seaborne trade between the major and minor bulks in the period 2000 to
2007.

Dry Bulk Trade Development

(Millions of Tons)

P=provisional
Source: Drewry

Historically, certain economies have acted as the “primary driver” of dry bulk trade. In the 1990s Japan was the driving
force, when buoyant Japanese industrial production stimulated demand for imported bulk commodities. More
recently China has been the main driver behind the recent increase in seaborne dry bulk trade as high levels of
economic growth have generated increased demand for imported raw materials. The following table illustrates China’s
gross domestic product growth rate compared to that of the United States and the world during the periods indicated.
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Real GDP Growth

(% change previous period)

GNP 2000 2001 2002 2003 2004 2005 20062007(p)
Global Economy 4.8 24 3.0 4.1 53 44 5.1 5.0
USA 3.8 0.3 1.6 2.7 39 3.1 29 2.2
Europe 34 1.7 1.1 1.1 2.1 1.8 3.0 2.7
Japan 2.8 04 -03 1.8 2.7 1.9 24 2.1
China 8.0 7.5 83 100 101 104 11.6 119
India 5.1 44 4.7 7.4 7.0 9.1 9.8 9.3

P = provisional

Source: Drewry
In particular Chinese imports or iron ore alone increased from 70.0 million tons in 2000 to 384.0 million tons in 2007,
which has generated much additional employment for the larger vessels in the drybulk carrier fleet. In addition to coal

and iron ore, Chinese imports of steel products have also increased sharply in the last five years, thereby creating
additional demand for drybulk carriers.

Chinese Iron Ore Imports

(Millions of Tons)
% of
Year Imports Change
2000 70.0 26.6
2001 92.5 32.1

2002 111.3 20.3
2003 148.2 33.2
2004 208.1 40.4
2005 2752 322
2006 326.0 18.5
2007(p) 383.7 17.6

P = provisional
Source: Drewry

The extent to which increases in dry bulk trade have affected demand for drybulk carriers is shown in estimates of

ton-mile demand. Ton-mile demand is calculated by multiplying the volume of cargo moved on each route by the
distance of the voyage.
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commodities.
Drybulk Carrier Seaborne Trade: 2000-2007
(Millions of Tons)
CAGR
2000 2001 2002 2003 2004 2005 2006 20072000(;02007
Coal 539 587 590 619 650 675 709 761 5.0%
Iron Ore 489 503 544 580 644 715 759 812 7.5%
Grain 221 213 210 211 208 212 221 228 0.4%
Minor Bulks 901 890 900 9571,0251,0491,1031,155 3.6%
Total 2,1512,1932,2442,3672,5262,6512,7932,956 4.6%
Annual
Change % 83 20 23 55 67 49 53 59
(1) Compound annual growth rate.
Source: Drewry
Ton Mile Demand: 2000-2007
(Billion Ton-Miles)
CAGR
2000 2001 2002 2003 2004 2005 2006 200720001;02007
Coal 2,831 3,082 3,098 3,250 3,412 3,544 3,547 3,845 4.5%
Iron Ore 2,690 2,766 2,990 3,192 3,525 3,899 4,097 4,383 7.2%
Grain 1,161 1,118 1,103 1,108 1,089 1,112 1,161 1,196 0.4%
Minor
Bulks 4,457 4,404 4,452 4,724 5,059 5,172 5,431 5,697 3.6%
Total 11,13911,37011,64312,27413,08513,72714,236 15,121 4.5%

Source: Drewry

Between 2000 and 2007, ton-mile demand in the dry bulk sector increased by a CAGR of 4.5%. This is however
above the long term growth rate in ton mile demand in the dry bulk sector and reflects the rise in long haul
movements, especially for commodities such as iron ore.

Drybulk carriers are one of the most versatile elements of the global shipping fleet in terms of employment
alternatives. They seldom operate on round trip voyages and the norm is often triangular or multi-leg

100



Edgar Filing: FARMER BROTHERS CO - Form DEF 14A

voyages. Hence, trade distances assume greater importance in the demand equation and increases in long haul
shipments will have greater impact on overall vessel demand. The following map represents the major global dry bulk
trade routes.
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Major Dry Bulk Seaborne Trade Routes

Source: Drewry

Demand for drybulk carrier capacity is also affected by the operating efficiency of the global fleet. In recent years the
growth in trade has led to port congestion, with ships at times being forced to wait outside port to either load or
discharge due to limited supply of berths at major ports. This inefficiency has been a further factor contributing to the
general tightness in the market.

Seasonal variations in the commodity markets, including iron ore, steam coal and grain, can also have a further impact
on demand for drybulk carriers. For example, steam coal’s link to the energy and electricity markets results in
increased demand when power companies increase their stock in winter months and when refrigeration and air
conditioning increase electricity demand in summer months.

Drybulk Carrier Supply

The world drybulk fleet is generally divided into six major categories, based on a vessel’s cargo carrying
capacity. These categories consist of: Very Large Ore Carrier, Capesize, Post Panamax, Panamax, Handymax and
Handysize.

Category Size Range -
Dwt
Handysize  10-39,999
Handymax 40-59,999
Panamax 60-79,999

Post 80-109,999
Panamax

Capesize 110-199,999
VLOC 200,000 +
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Handysize. Handysize vessels have a carrying capacity of up to 39,999 dwt. These vessels almost exclusively
carry minor bulk cargo. Increasingly, ships of this type operate on regional trading routes, and may serve as
trans-shipment feeders for larger vessels. Handysize vessels are well suited for small ports with length and draft
restrictions. Their cargo gear enables them to service ports lacking the infrastructure for cargo loading and
unloading.

Handymax. Handymax vessels have a carrying capacity of between 40,000 and 59,999 dwt. These vessels operate
on a large number of geographically dispersed global trade routes, carrying primarily grains and minor
bulks. Within the Handymax category there is also a sub-sector known as Supramax. Supramax bulk carriers are
ships between 50,000 to 59,999 dwt, normally offering cargo loading and unloading flexibility with on-board
cranes, while at the same time possessing the cargo carrying capability approaching conventional Panamax bulk
carriers. Hence, the earnings potential of a Supramax drybulk carrier, when compared to a conventional Handymax
vessel of 45,000 dwt, is greater.

Panamax. Panamax vessels have a carrying capacity of between 60,000 and 79,999 dwt. These vessels carry coal,
grains, and, to a lesser extent, minor bulks, including steel products, forest products and fertilizers. Panamax
vessels are able to pass through the Panama Canal, making them more versatile than larger vessels.

Post Panamax. Typically between 80,000 and 109,999 dwt, they tend to be shallower and have a larger beam than a
standard Panamax vessel with a higher cubic capacity. They have been designed specifically for loading high cubic
cargoes from draught restricted ports.

Capesize. Capesize vessels have carrying capacities 110,000 and 199,999 dwt. Only the largest ports around the
world possess the infrastructure to accommodate vessels of this size. Capesize vessels are mainly used to transport
iron ore or coal and, to a lesser extent, grains, primarily on long-haul routes.

VLOC. Very large ore carriers are in excess of 200,000 dwt and are a comparatively new sector of the drybulk

carrier fleet. VLOC:s are built to exploit economies of scale on long-haul iron ore. The following table illustrates
the size and breakdown of the global dry bulk fleet as of June 2008.

Drybulk Carrier Fleet — June 2008

. Number % of Total Tota.l % of Total
. Deadweight Capacity
Size Category of Fleet o Fleet
Tonnes Vessels (number) (million (dwt)
dwt)

Handysize 10-39,999 2,964 42.9 79.2 19.6
Handymax 40-59,999 1,637 23.7 79.0 19.5
Panamax 60-79,999 1,349 19.5 96.6 23.9
Post Panamax  80-109,999 182 2.6 159 3.9
Capesize 110-199,999 673 9.7 110.6 27.3
Vloc 200,000+ 104 1.5 23.2 5.7
Total 6,909 100.0 404 .4 100.0

Source: Drewry
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The supply of drybulk carriers is dependent on the delivery of new vessels from the orderbook and the removal of
vessels from the global fleet, either through scrapping or loss. As of June 2008, the global dry bulk orderbook
amounted to 250.6 million dwt, or 62.0% of the existing drybulk carrier fleet.

Drybulk Carrier Orderbook — June 2008

Orderbook Total  Orderbook as
. Number as % of .
. Deadweight . Capacity % of
Size Category of Existing L .

Tonnes (million Existing Fleet

Vessels  Fleet dwi) (dwt)

(number)

Handysize 10-39,999 717 10.4 22.5 28.0
Handymax 40-59,999 829 12.0 46.4 58.7
Panamax 60-79,999 194 2.8 14.2 14.7
Post Panamax  80-109,999 427 6.2 37.0 233.2
Capesize 110-199,999 577 8.4 98.0 88.6
Vloc 200,000+ 125 1.8 325 139.9
Total 2,869 41.5 250.6 62.0

Source: Drewry
The number of ships removed from the fleet in any period is dependent upon prevailing market conditions, scrap
prices in relation to current and prospective charter market conditions and the age profile of the existing
fleet. Generally, as a vessel ages, its operational efficiency declines due to rising maintenance requirements to the

point where it becomes unprofitable to keep the ship in operation. The following chart illustrates the age profile of the
global drybulk carrier fleet in June 2008.

Drybulk Carrier Age Profile — June 2008

Source: Drewry

44

105



Edgar Filing: FARMER BROTHERS CO - Form DEF 14A

The average age at which a drybulk carrier has been scrapped over the last five years has been 28 years. However,
due to recent strength in the dry bulk shipping industry, over the last two years the average age at which dry bulk
carriers have been scrapped has increased and a number of well-maintained vessels have continued to operate past the
age of 30.

Drybulk Carrier Scrapping

Year Handysize Handymax Panamax Capesize Total % of Fleet
No. Dwt No. Dwt No. Dwt No. Dwt No. Dwt Scrapped
2000 50 1,192,000 40 1,454,000 11 667,000 4 452,000 105 3,765,000 1.4
2001 62 1,408,000 40 1,492,000 28 1,870,000 3 401,000 133 5,171,000 1.9
2002 64 1,556,000 25 938,000 18 1,200,000 8 997,000 115 4,691,000 1.6
2003 25 597,000 29 1,103,000 7 465,000 2 248,000 63 2,413,000 0.8
2004 5 113,000 0 0 1 95,000 1 123,000 7 331,000 0.1
2005 4 109,000 4 165,000 3 202,000 2 247,000 13 723,000 0.2
2006 21 474,843 10 380,439 8 538,785 2 296,000 41 1,690,067 0.5
2007 9 198,792 1 33,527 2 141,346 0 0 12 373,665 0.1

* Total fleet — end period
Source: Drewry

Charter Hire Rates

Drybulk carriers are employed in the market through a number of different chartering options. The general terms
typically found in these types of contracts are described below.

® A bareboat charter involves the use of a vessel usually over longer periods of time ranging up to several years. In
this case, all voyage related costs, including vessel fuel, or bunker, and port dues as well as all vessel operating
expenses, such as day-to-day operations, maintenance, crewing and insurance, transfer to the charterer’s
account. The owner of the vessel receives monthly charter hire payments on a per day basis and is responsible only
for the payment of capital costs related to the vessel.

® A time charter involves the use of the vessel, either for a number of months or years or for a trip between specific
delivery and redelivery positions, known as a trip charter. The charterer pays all voyage related costs. The owner
of the vessel receives semi-monthly charter hire payments on a per day basis and is responsible for the payment of
all vessel operating expenses and capital costs of the vessel.

® A single or spot voyage charter involves the carriage of a specific amount and type of cargo on a load-port to
discharge-port basis, subject to various cargo handling terms. Most of these charters are of a single or spot voyage
nature, as trading patterns do not encourage round voyage trading. The owner of the vessel receives one payment
derived by multiplying the tons of cargo loaded on board by the agreed upon freight rate expressed on a per cargo
ton basis. The owner is responsible for the payment of all expenses including voyage, operating and capital costs of
the vessel.

® A contract of affreightment, or COA, relates to the carriage of multiple cargoes over the same route and enables the

COA holder to nominate different ships to perform individual voyages. Essentially, it constitutes a number of
voyage charters to carry a specified amount of cargo during the term of the COA, which usually spans a number of
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years. All of the ship’s operating, voyage and capital costs are borne by the ship owner. The freight rate normally is
agreed on a per cargo ton basis.
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Charter hire rates fluctuate by varying degrees amongst the drybulk carrier size categories. The volume and pattern of
trade in a small number of commodities (major bulks) affect demand for larger vessels. Because demand for larger
dry bulk vessels is affected by the volume and pattern of trade in a relatively small number of commodities, charter
hire rates (and vessel values) of larger ships tend to be more volatile. Conversely, trade in a greater number of
commodities (minor bulks) drives demand for smaller drybulk carriers. Accordingly, charter rates and vessel values
for those vessels are subject to less volatility.

Charter hire rates paid for drybulk carriers are primarily a function of the underlying balance between vessel supply
and demand, although at times other factors, such as sentiment may play a role. Furthermore, the pattern seen in
charter rates is broadly mirrored across the different charter types and between the different drybulk carrier categories.

In the time charter market, rates vary depending on the length of the charter period and vessel specific factors such as
age, speed and fuel consumption.

In the voyage charter market, rates are influenced by cargo size, commodity, port dues and canal transit fees, as well
as delivery and redelivery regions. In general, a larger cargo size is quoted at a lower rate per ton than a smaller cargo
size. Routes with costly ports or canals generally command higher rates than routes with low port dues and no canals
to transit. Voyages with a load port within a region that includes ports where vessels usually discharge cargo or a
discharge port within a region that includes ports where vessels load cargo also are generally quoted at lower
rates. This is because such voyages generally increase vessel utilization by reducing the unloaded portion (or ballast
leg) that is included in the calculation of the return charter to a loading area.

Within the dry bulk shipping industry, the charter hire rate references most likely to be monitored are the freight rate
indices issued by the Baltic Exchange. These references are based on actual charter hire rates under charter entered
into by market participants as well as daily assessments provided to the Baltic Exchange by a panel of major

shipbrokers. The Baltic Panamax Index is the index with the longest history.

Baltic Exchange Freight Indices

(Index points)

The BSI replaced the BHMI on 03.01.06, although the index has been calculated since 01.07.05

Source: Baltic Exchange
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The following chart illustrates one-year time charter rates for Handysize, Handymax, Panamax and Capesize drybulk
carriers between 1996 and June 2008.

Time Charter Rates — 1 Year

(US Dollars per Day)

Source: Drewry

In 2003 and 2004, rates for drybulk carriers of all sizes strengthened appreciably in comparison to historical levels as
vessel supply and demand were finely balanced. The main driver of this dramatic upsurge in charter rates was
primarily the high level of demand for raw materials imported by China.

During 2006, rates stabilized above historically high levels. In 2007, rates rose to new highs, reflecting the very tight
balance between vessel supply and demand. In 2008, the rates have remained at comparatively high levels but have
been more volatile.

Vessel Prices

Newbuilding prices are determined by a number of factors, including the underlying balance between shipyard output
and capacity, raw material costs, freight markets and sometimes exchange rates. In the last few years high levels of
new ordering were recorded across all sectors of shipping. As a result, most of the major shipyards in Japan, South
Korea and China have full orderbooks until the end of 2010.

The following charts indicates the change in newbuilding prices for drybulk carriers in the period from 1996. As can
be seen newbuilding prices have increased significantly since 2003, due to tightness in shipyard capacity, high levels
of new ordering and stronger freight rates.

In the secondhand market, the steep increase in newbuilding prices and the strength of the charter market have also

affected values, to the extent that prices rose sharply in 2004/2005, before dipping in the early part of 2006, only to
rise thereafter to new highs in 2007 and 2008.

47

109



48

Edgar Filing: FARMER BROTHERS CO - Form DEF 14A

Drybulk Carrier Newbuilding Prices

(Millions of U.S. Dollars)

Source: Drewry

Drybulk Carrier Secondhand Prices — 5 Year Old Vessels

(Millions U.S. Dollars)

Source: Drewry
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PLAN OF DISTRIBUTION

The selling stockholder and any of its pledgees, donees, transferees, assignees and successors-in-interest may, from
time to time, sell any or all of its Common Shares on any stock exchange, market or trading facility on which the
Common Shares are traded or in private transactions. The offering price of the Common Shares by the selling
stockholder will be based on prevailing market or privately negotiated prices. The selling stockholder may use any
one or more of the following methods when selling Common Shares:

¢ ordinary brokerage transactions and transactions in which the broker-dealer solicits investors;

¢ block trades in which the broker-dealer will attempt to sell the Common Shares as agent but may position and resell
a portion of the block as principal to facilitate the transaction;

e purchases by a broker-dealer as principal and resale by the broker-dealer for its account;
¢ an exchange distribution in accordance with the rules of the applicable exchange;
e privately negotiated transactions;
e to cover short sales made after the date that this registration statement is declared effective by the Commission;

¢ broker-dealers may agree with the selling stockholder to sell a specified number of Common Shares at a stipulated
price per share;

® a combination of any such methods of sale; and
¢ any other method permitted pursuant to applicable law.

The selling stockholder may also sell shares of our common stock under Rule 144 under the Securities Act, if
available, rather than under this prospectus.

In connection with sales of the Common Shares or otherwise, the selling stockholder may enter into hedging
transactions with broker-dealers, which may in turn engage in short sales of shares of our common stock in the course
of hedging in positions the selling stockholder assumes. The selling stockholder may also sell its Common Shares
short and deliver Common Shares covered by a prospectus filed as part of a registration statement to close out short
positions and to return borrowed Common Shares in connection with such short sales. The selling stockholder may
also loan or pledge its Common Shares to broker-dealers that in turn may sell such Common Shares.

Broker-dealers engaged by the selling stockholder may arrange for other broker-dealers to participate in
sales. Broker-dealers may receive commissions or discounts from the selling stockholder (or, if any broker-dealer acts
as agent for the purchaser of shares, from the purchaser) in amounts to be negotiated. The selling stockholder does
not expect these commissions and discounts to exceed what is customary in the types of transactions involved.

The selling stockholder may from time to time pledge or grant a security interest in some or all of the Common Shares
owned by them and, if they default in the performance of their secured obligations, the pledgees or secured parties
may offer and sell Common Shares from time to time under this prospectus, or under an amendment to this prospectus
under Rule 424(b)(3) or other applicable provision of the Securities Act amending the list of selling stockholders to
include the pledgee, transferee or other successors in interest as selling stockholder under this prospectus.
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Upon us being notified in writing by a selling stockholder that any material arrangement has been entered into with a
broker-dealer for the sale of Common Shares through a block trade, special offering, exchange distribution or
secondary distribution or a purchase by a broker or dealer, a supplement to this prospectus will be filed, if required,
pursuant to Rule 424(b) under the Securities Act, disclosing (i) the name of each such selling stockholder and of the
participating broker-dealer(s), (ii) the number of Common Shares involved, (iii) the price at which such Common
Shares were sold, (iv) the commissions paid or discounts or concessions allowed to such broker-dealer(s), where
applicable, (v) that such broker-dealer(s) did not conduct any investigation to verify the information set out or
incorporated by reference in this prospectus, and (vi) other facts material to the transaction. In addition, upon being
notified in writing by a selling stockholder that a donee or pledgee intends to sell more than 500 Common Shares, a
supplement to this prospectus will be filed if then required in accordance with applicable securities law.
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The selling stockholder also may transfer Common Shares in other circumstances, in which case the transferees,
pledgees or other successors in interest will be the selling beneficial owners for purposes of this prospectus.

The selling stockholder and any broker-dealers or agents that are involved in selling the Common Shares may be
deemed to be an “underwriter” within the meaning of the Securities Act in connection with such sales. In such event,
any commissions received by such broker-dealers or agents and any profit on the resale of the shares purchased by
them may be deemed to be underwriting commissions or discounts under the Securities Act. Discounts, concessions,
commissions and similar selling expenses, if any, that can be attributed to the sale of Common Shares will be paid by
the selling stockholder and/or the purchasers.

We have advised the selling stockholder that it may not use Common Shares registered on this registration statement
to cover short sales of Common Shares made prior to the date on which this registration statement shall have been
declared effective by the Commission. If the selling stockholder uses this prospectus for any sale of the Common
Shares, it will be subject to the prospectus delivery requirements of the Securities Act. The selling stockholder will be
responsible to comply with the applicable provisions of the Securities Act and Exchange Act, and the rules and
regulations thereunder promulgated, including, without limitation, Regulation M, as applicable to such selling
stockholder in connection with sales of their respective Common Shares under this registration statement.

We will pay all fees and expenses incident to the registration of the Common Shares covered by this Registration
Statement, but we will not receive any proceeds from the sale of the Common Shares. We have agreed to indemnify
the selling stockholder against certain losses, claims, damages and liabilities, including liabilities under the Securities
Act.

At the time that any particular offering of securities is made, to the extent required by the Securities Act, a prospectus
supplement will be distributed, setting forth the terms of the offering, including the aggregate number of securities
being offered, the purchase price of the securities, the initial offering price of the securities, the names of any
underwriters, dealers or agents, any discounts, commissions and other items constituting compensation from us and
any discounts, commissions or concessions allowed or re-allowed or paid to dealers.

Underwriters or agents could make sales in privately negotiated transactions and/or any other method permitted by
law, including sales deemed to be an at-the-market offering as defined in Rule 415 promulgated under the Securities
Act, which includes sales made directly on or through the NASDAQ Global Market, the existing trading market for
our common stock, or sales made to or through a market maker other than on an exchange.

We will bear costs relating to all of the securities being registered under this Registration Statement except that the
selling stockholder shall be responsible for any fees, discounts or commissions to any underwriter or any fees or
disbursements of counsel for any underwriter.

As a result of requirements of the Financial Industry Regulatory Authority (FINRA), formerly the National
Association of Securities Dealers, Inc., or NASD, the maximum commission or discount to be received by any FINRA
member or independent broker/dealer may not be greater than eight percent (8%) of the gross proceeds received by the
selling stockholder for the sale of any securities being registered pursuant to SEC Rule 415 under the Securities Act.
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CAUTIONARY STATEMENT REGARDING FORWARD LOOKING STATEMENTS
Our disclosure and analysis in this prospectus concerning our operations, cash flows and financial condition,
including, in particular, the likelihood of our success in developing and expanding our business, include
forward-looking statements. Statements that are predictive in nature, that depend upon or refer to future events or
conditions, or that include words such as “expects,” “anticipates,” “intends,” “plans,” “believes,” “estimates,” “projects,” “f
“may,” “should,” and similar expressions are forward-looking statements.

All statements in this prospectus that are not statements of historical fact are forward-looking
statements. Forward-looking statements include, but are not limited to, such matters as:

e our future operating or financial results;
e economic and political conditions;

¢ our pending acquisitions, our business strategy and expected capital spending or operating expenses, including
dry-docking and insurance costs;

e competition in the seaborne transportation industry;
e statements about seaborne transportation trends, including charter rates and factors affecting supply and demand;

¢ our financial condition and liquidity, including our ability to obtain financing in the future to fund capital
expenditures, acquisitions and other general corporate activities; and

e our expectations of the availability of vessels to purchase, the time that it may take to construct new vessels, or
vessels’ useful lives.

Many of these statements are based on our assumptions about factors that are beyond our ability to control or predict
and are subject to risks and uncertainties that are described more fully in the “Risk Factors” section of this
prospectus. Any of these factors or a combination of these factors could materially affect future results of operations
and the ultimate accuracy of the forward-looking statements. Factors that might cause future results to differ include,
but are not limited to, the following:
e changes in law, governmental rules and regulations, or actions taken by regulatory authorities;
¢ changes in economic and competitive conditions affecting our business;
e potential liability from future litigation;
¢ length and number of off-hire periods and dependence on third-party managers; and
e other factors discussed in the “Risk Factors” section of this prospectus.

You should not place undue reliance on forward-looking statements contained in this prospectus, because they are
statements about events that are not certain to occur as described or at all. All forward-looking statements in this
prospectus are qualified in their entirety by the cautionary statements contained in this prospectus. These

forward-looking statements are not guarantees of our future performance, and actual results and future developments
may vary materially from those projected in the forward-looking statements.
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Except to the extent required by applicable law or regulation, we undertake no obligation to release publicly any
revisions to such forward-looking statements to reflect events or circumstances after the date of this prospectus or to
reflect the occurrence of unanticipated events.
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EXPENSES

The following are the estimated expenses of the issuance and distribution of the securities being registered under the
Registration Statement of which this prospectus forms a part, all of which will be paid by us.

SEC registration fee 1,850
Blue sky fees and expenses
Printing and engraving expenses
Legal fees and expenses
Rating agency fees
Accounting fees and expenses
Transfer agent and registrar
Miscellaneous

* ¥ ¥ ¥

175,000

*

R R e A AR R AR S

Total

<+

176,850

* To be provided by a prospectus supplement or as an exhibit to Report on Form 6-K that is incorporated by reference
into this prospectus.
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ENFORCEMENT OF CIVIL LIABILITIES

Star Bulk Carriers Corp. is a Marshall Islands company and our executive offices are located outside of the U.S. in
Athens, Greece. A majority of our directors, officers and the experts named in the prospectus reside outside the
U.S. In addition, a substantial portion of our assets and the assets of our directors, officers and experts are located
outside of the U.S. As a result, you may have difficulty serving legal process within the U.S. upon us or any of these
persons. You may also have difficulty enforcing, both in and outside the U.S., judgments you may obtain in U.S.
courts against us or these persons in any action, including actions based upon the civil liability provisions of U.S.
federal or state securities laws.

Furthermore, there is substantial doubt that the courts of the Marshall Islands or Greece would enter judgments in
original actions brought in those courts predicated on U.S. federal or state securities laws.

LEGAL MATTERS

The validity of the securities offered by this prospectus will be passed upon for us by Seward & Kissel LLP, New
York, New York with respect to matters of U.S. and Marshall Islands law.

EXPERTS

The consolidated financial statements appearing in the Annual Report on Form 20-F for the year ended December 31,
2007 of Star Bulk Carriers Corp. and incorporated herein by reference have been audited as follows:

The historical financial information was derived from the audited consolidated financial statements of Star Maritime

and its subsidiaries for the period from May 13, 2005 (date of Star Maritime’s inception) through December 31, 2005,
and for the fiscal year ended December 31, 2006. The financial statements of Star Maritime Acquisition Corp.

included in the Annual Report were audited by Goldstein Golub Kessler LLP, independent registered public

accounting firm, to the extent and for the period set forth in their report. Such consolidated financial statements are

incorporated herein by reference in reliance upon such report given on the authority of such firm as experts in

accounting and auditing.

The financial statements as of and for the year ended December 31, 2007 incorporated in this prospectus by reference
from Star Bulk’s Annual Report on Form 20-F for the year ended December 31, 2007, and the effectiveness of Star
Bulk’s internal control over financial reporting have been audited by Deloitte Hadjipavlou Sofianos & Cambanis S.A,
an independent registered public accounting firm, as stated in their reports, which reports express an unqualified
opinion on the financial statements and express an adverse opinion on the effectiveness of internal control over
financial reporting because of a material weakness and are incorporated herein by reference. Such financial
statements have been so incorporated in reliance upon the reports of such firm given upon their authority as experts in
accounting and auditing.

The statements of revenue and direct operating expenses of: A Duckling Corporation, F Duckling Corporation, G
Duckling Corporation, I Duckling Corporation, and J Duckling Corporation have been audited by Deloitte & Touche
in Taipei, Taiwan, the Republic of China, an independent registered public accounting firm, as stated in their reports
appearing herein (which reports express unqualified opinions and include explanatory paragraphs relating to the basis
of presentation as discussed in Note 2). Such statements of revenue and direct operating expenses have been so
included in reliance upon the reports of such firm given on their authority as experts in accounting and auditing.

The statements in section in this prospectus entitled ‘‘The International Dry Bulk Shipping Industry’’ has been reviewed
by Drewry Shipping Consultants Ltd., or Drewry, which has confirmed to us that they accurately describe the
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international drybulk shipping market, subject to the availability and reliability of the data supporting the statistical
and graphical information presented in this prospectus, as indicated in the consent of Drewry filed as an exhibit to the
registration statement on Form F-3 under the Securities Act of which this prospectus is a part.

INDUSTRY AND MARKET DATA

The industry-related statistical and graphical information we use in this prospectus has been compiled by Drewry,
from its database. Some of the industry information in this prospectus is based on estimates or subjective judgments in
circumstances where data for actual market transactions either does not exist or is not publicly available, and
consequently, Drewry cannot assure us that it reflects actual industry and market experience. Drewry compiles and
publishes data for the benefit of its customers. Its methodologies for

53

118



Edgar Filing: FARMER BROTHERS CO - Form DEF 14A

collecting data, and therefore the data collected, may differ from those of other sources, and its data does not reflect all
or even necessarily a comprehensive set of the actual transactions occurring in the market. The published information
of other maritime data collection experts may differ from the data presented in this prospectus.

WHERE YOU CAN FIND ADDITIONAL INFORMATION

As required by the Securities Act we filed a registration statement relating to the securities offered by this prospectus
with the Commission. This prospectus is a part of that registration statement, which includes additional information.

Additional Information

We are subject to the informational requirements of the Securities Exchange Act of 1934, as amended (the Exchange
Act), and therefore file annual, quarterly and current reports, proxy statements and other information with the
SEC. Such reports, proxy statements and other information filed by us may be inspected and copied at the Public
reference section of the SEC at 100 F Street, N.E., Washington, D.C. 20549. Information on the operation of the
Public Reference Room may be obtained by calling the SEC at 1-800-SEC-0330. Our SEC filings are available to the
public over the Internet at the SEC's website at http://www.sec.gov.

Information Provided by the Company

We will furnish holders of our common stock with annual reports containing audited financial statements and a report
by our independent registered public accounting firm. The audited financial statements will be prepared in accordance
with U.S. generally accepted accounting principles. As a “foreign private issuer,” we are exempt from the rules under
the Securities Exchange Act prescribing the furnishing and content of proxy statements to shareholders. While we
furnish proxy statements to shareholders in accordance with the rules of the NASDAQ Global Market, those proxy
statements do not conform to Schedule 14A of the proxy rules promulgated under the Securities Exchange Act. In
addition, as a “foreign private issuer,” our officers and directors are exempt from the rules under the Securities Exchange
Act relating to short swing profit reporting and liability.

INCORPORATION BY REFERENCE

The SEC allows us to “incorporate by reference” certain information that we file with it. This means that we can
disclose important information to you by referring you to those filed documents. The information incorporated by
reference is considered to be a part of this prospectus, and information that we file later with the SEC prior to the
termination of this offering will also be considered to be part of this prospectus and will automatically update and
supersede previously filed information, including information contained in this document.

We incorporate by reference the documents listed below and any future filings made with the Commission under
Section 13(a), 13(c) or 15(d) of the Securities Exchange Act of 1934:

Annual Report on Form 20-F for the year ended December 31, 2007, filed with the Commission on June 30, 2008,
which contains audited consolidated financial statements for the most recent fiscal year for which those statements
have been filed.

The description of our securities contained in our Registration Statement on Forms F-1/F-4, (File No. 333- 141296)

as amended, originally filed with the SEC on March 14, 2007 and any amendment or report filed for the purpose of
updating that description.
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We are also incorporating 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 of this prospectus (if they state that
they are incorporated by reference into this prospectus) until we file a post-effective amendment indicating that the
offering of the securities made by this prospectus has been terminated. In all cases, you should rely on the later
information over different information included in this prospectus or the prospectus supplement.

You should rely only on the information contained or incorporated by reference in this prospectus and any
accompanying prospectus supplement. We have not, and any underwriters have not, authorized any other person to
provide you with different information. If anyone provides you with different or inconsistent information, you should
not rely on it. We are not, and the underwriters are not, making an offer to sell these securities in any jurisdiction
where the offer or sale is not permitted. You should assume that the information appearing in this prospectus and any
accompanying prospectus supplement as well as the information we previously filed with the Commission and
incorporated by reference, is accurate as of the dates on the front cover of those documents only. Our business,
financial condition and results of operations and prospects may have changed since those dates.
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You may request a free copy of the above mentioned filing or any subsequent filing we incorporated by reference to
this prospectus by writing or telephoning us at the following address:

Star Bulk Carriers Corp.

Attn: Prokopios Tsirigakis

7, Fragoklisias street, 2nd floor,
Maroussi 151 25,

Athens, Greece.

Telephone: 011-210-617-8400

Commission Position on Indemnification for Securities Act Liabilities
Insofar as indemnification for liabilities arising under the Securities Act may be permitted to our directors, officers
and controlling persons pursuant to the foregoing provisions, or otherwise, we have been informed that in the opinion

of the Securities and Exchange Commission such indemnification is against public policy as expressed in the
Securities Act and is, therefore, unenforceable.

55

121



Edgar Filing: FARMER BROTHERS CO - Form DEF 14A

STAR BULK CARRIERS CORP.
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STAR BULK CARRIERS CORP.

Unaudited Interim Condensed Consolidated Balance Sheets

As of December 31, 2007 and June 30, 2008

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

December 31,

2007
ASSETS
CURRENT ASSETS
Cash and cash equivalents 18,985
Trade accounts receivable, net -
Inventories (Note 4) 598
Prepaid expenses and other receivables 299
Due from managers -
Vessel held-for-sale (Note 6) -
Total Current Assets 19,882
FIXED ASSETS
Advances for vessels to be acquired (Note 5) 118,242
Vessels and other fixed assets, net (Note 6) 262,946
Total Fixed Assets 381,188
OTHER NON-CURRENT ASSETS
Deferred finance charges (Note 7) 600
Due from managers 120
Fair value of above market acquired time charter agreements (Note 8) 1,952
Restricted cash (Note 9) -
TOTAL ASSETS 403,742
LIABILITIES & STOCKHOLDERS' EQUITY
CURRENT LIABILITIES
Current portion of long-term debt (Note 9) -
Accounts payable 168
Due to related party (Note 3) 480
Accrued liabilities 1,493
Due to managers -
Deferred revenue 916
Total Current Liabilities 3,057
NON-CURRENT LIABILITIES
Long term debt (Note 9) -
Fair value of below market acquired time charter agreements (Note 8) 25,307
Other non-current liabilities -
Total Non-current Liabilities 25,307

STOCKHOLDERS’ EQUITY

June 30,
2008

38,043
40

804
830
1,045
15,562
56,324

15,611
704,459
720,070

1,029
180
1,585
11,010
790,198

22,000
1,636
1,262
3,136

168
4,293
32,495

183,000
65,264
74
248,338
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Preferred Stock; $0.01 par value, authorized 25,000,000 shares; none issued
or outstanding at December 31, 2007 and June 30, 2008 (Note 10)

Common Stock, $0.01 par value, 100,000,000 shares authorized; 42,516,433
and 54,532,989 shares issued and outstanding at December 31, 2007 and
June 30, 2008, respectively (Note 10)

Additional paid in capital (Note 10)

Retained earnings

Total Stockholders' Equity

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY

425
368,454
6,499
375,378
403,742

545
477,472
31,348
509,365
790,198

The accompanying condensed notes are an integral part of these unaudited interim condensed consolidated financial

statements
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STAR BULK CARRIERS CORP.

Unaudited Interim Condensed Consolidated Statements of Income

For the six months ended June 30, 2007 and 2008

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

Six months ended June 30,
2007

REVENUES:
Voyage revenues -

Voyage expenses -
Vessel operating expenses -
Drydocking expenses -
Depreciation (Note 5) 1
Management fees -
Management fees-related party

Vessel impairment loss (Note 6) -
General and administrative expenses 1,456
Operating (loss) income (1,457)

Interest and finance costs (Note 9) -
Interest income 2,311

Other -
Total other income (expenses), net 2,311
Net income 854
Earnings per share, basic (Note 11) 0.03
Earnings per share, diluted (Note 11) 0.03
Weighted average number of shares outstanding, basic 29,026,924
Weighted average number of shares outstanding, diluted 29,026,924

2008

100,921

1,585
10,333
6,392
21,046
382
208
4,642
5,444
50,889

(3,242)
679
(33)

(2,596)

48,293

1.01
0.91

47,855,865
52,798,013

The accompanying condensed notes are an integral part of these unaudited interim condensed consolidated

financial statements.
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STAR BULK CARRIERS CORP.

Unaudited Interim Condensed Consolidated Statements of Cash Flows
For the six months ended June 30, 2007 and 2008

(Expressed in thousands of U.S. dollars)

Cash Flows from Operating Activities:
Net income
Adjustments to reconcile net income to net cash provided by/(used in) operating
activities:
Depreciation
Amortization of fair value of above market acquired time charter agreements
Amortization of fair value of below market acquired time charter agreements
Amortization of deferred finance charges
Vessel impairment loss
Stock — based compensation (Note 12)
Other non cash charges
Changes in operating assets and liabilities:
(Increase)/Decrease in:
Value of trust account
Trade accounts receivable
Inventories
Prepaid expenses and other receivables
Due from Managers
Increase/(Decrease) in:
Accounts payable
Due to related party
Accrued liabilities
Due to Managers
Income taxes payable
Deferred interest
Deferred revenue
Net cash provided by/(used in) Operating Activities
Cash Flows from Investing Activities:
Advances for vessels to be acquired
Additions to vessel cost and office equipment
Increase in restricted cash
Net cash used in Investing Activities
Cash Flows from Financing Activities:
Proceeds from bank loan
Bank loan repayment
Proceeds from exercise of warrants
Repurchase of shares and warrants
Financing costs paid
Cash dividend
Net cash provided by Financing Activities

Six months ended June 30,

2007

854

(3,169)
27

(129)

(207)
1,129

(1,495)

4

4

2008

48,293

21,046
367

(35,286)
81
4,642
2,222
74

(40)
(206)
(531)

(1,105)

1,468
782
2,295
168

3,377
47,647

(15,611)
(270,385)
(11,010)
(297,006)

213,500
(8,500)
94,029
(6,059)
(1,110)

(23,443)

268,417
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Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period
SUPPLEMENTAL CASH FLOW INFORMATION

Cash paid during the period for:

Interest payments

Non-cash items:

Issue of common stock at fair value for delivery of vessels
Fair value of below market acquired time charter agreements

Form DEF 14A

(1,498)
2,118
620

19,058
18,985
38,043

2,548

18,946
75,244

The accompanying condensed notes are an integral part of these unaudited interim condensed consolidated financial

statements
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STAR BULK CARRIERS CORP.

Notes to Unaudited Interim Condensed Consolidated Financial Statements

June 30, 2008

(Expressed in thousands of United States Dollars — except for share and per share data, unless otherwise stated)

1. Basis of Presentation and General Information:

The accompanying unaudited interim condensed consolidated financial statements include the accounts of Star Bulk
Carriers Corp. (“Star Bulk™) and its subsidiaries (Star Bulk and its subsidiaries are hereinafter collectively referred to as
the “Company”) and have been prepared in accordance with U.S. generally accepted accounting principles for interim
financial information. Accordingly, they do not include all the information and notes required by U.S. generally
accepted accounting principles for complete financial statements.

These unaudited interim condensed consolidated financial statements have been prepared on the same basis as the
annual financial statements and, in the opinion of management, reflect all adjustments, which include only normal
recurring adjustments, considered necessary for a fair presentation of the Company’s financial position, results of
operations and cash flows for the periods presented. Operating results for the six months ended June 30, 2008 are not
necessarily indicative of the results that might be expected for the fiscal year ended December 31, 2008.

The unaudited interim condensed consolidated financial statements presented in this report should be read in
conjunction with the Company’s audited consolidated financial statements and footnotes thereto as of and for the year
ended December 31, 2007.

On November 30, 2007, Star Maritime Acquisition Corp. (“Star Maritime”) incorporated in the state of Delaware,
merged into its wholly-owned subsidiary at the time, Star Bulk, a company incorporated in Marshall Islands, with Star
Bulk being the surviving entity. This merger is referred to as the “Redomiciliation Merger” or just the “Merger.”

The accompanying unaudited interim condensed consolidated financial statements for the period from January 1, 2007
to June 30, 2007 include the accounts of Star Maritime and its wholly owned subsidiaries.

Star Bulk was incorporated on December 13, 2006 under the laws of the Marshall Islands and is the sole owner of all
of the outstanding shares of Star Bulk Management Inc. and the ship-owning subsidiaries as set forth below.

Star Maritime was organized on May 13, 2005 as a blank check company. On December 21, 2005, Star Maritime
consummated its initial public offering of 18,867,500 units, at a price of $10.00 per unit, each unit consisting of one
share of Star Maritime common stock and one warrant to purchase one share of Star Maritime common stock at an
exercise price of $8.00 per share. The entire gross proceeds of the initial public offering amounting to $188,675 were
deposited in a trust account.

On January 12, 2007, Star Maritime and Star Bulk entered into definitive agreements (the “Master Agreement”) to
acquire a fleet of eight drybulk carriers (the “Transaction”) from certain subsidiaries of TMT Co. Ltd. (“TMT”), a shipping
company headquartered in Taiwan. These eight drybulk carriers are referred to as the initial fleet, or initial vessels.

The aggregate purchase price specified in the Master Agreement for the initial fleet was $224,500 in cash and
12,537,645 shares of common stock of Star Bulk. As additional consideration for initial vessels, 1,606,962 shares of
common stock of Star Bulk will be issued to TMT in two installments as follows: (i) 803,481 additional shares of Star
Bulk’s common stock, no more than 10 business days following Star Bulk’s filing of its Annual Report on Form 20-F
for the fiscal year ended December 31, 2007, and (ii) 803,481 additional shares of Star Bulk’s common stock, no more
than 10 business days following the filing of Star Bulk’s Annual Report on Form 20-F for the fiscal year ended
December 31, 2008.
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On November 27, 2007 the Company obtained shareholder approval for the acquisition of the initial fleet and for
affecting the Redomiciliation Merger, which became effective on November 30, 2007. The shares of Star Maritime
were exchanged on one-for-one basis with shares of Star Bulk and Star Bulk assumed the outstanding warrants of Star
Maritime. Subsequently, Star Maritime shares ceased trading on Amex.
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STAR BULK CARRIERS CORP.

Notes to Unaudited Interim Condensed Consolidated Financial Statements

June 30, 2008

(Expressed in thousands of United States Dollars — except for share and per share data, unless otherwise stated)

1. Basis of Presentation and General Information (continued):

In addition, upon completion of the Redomiciliation Merger, all Trust Account proceeds were released to the
Company to complete the Transaction in accordance with the terms and conditions of the Master Agreement. Star
Bulk shares and warrants started trading on the NASDAQ Global Market on December 3, 2007 under the ticker
symbols SBLK and SBLKW, respectively. Immediately following the effective date of the Redomiciliation Merger,
TMT and its affiliates owned 30.2% of Star Bulk’s outstanding common stock.

The Company began operations on December 3, 2007. By the end of March 2008, Star Bulk took delivery of all eight
vessels in its initial fleet. Additionally, on December 3, 2007, the Company entered into an agreement to acquire an
additional Supramax vessel, the Star Kappa from TMT, which was delivered to the Company on December 14, 2007.

Below is the list of the Company’s wholly owned ship-owning subsidiaries as of June 30, 2008:

Wholly Owned Vessels Date Year
Subsidiaries Acquired DWT Delivered built

Star Bulk Management Inc. - - - -

Vessels in operation at June 30, 2008

Star Epsilon LLC Star Epsilon* 52,402 December 3, 2007 2001
Star Theta LLC Star Theta* 52,425 December 6, 2007 2003
Star Kappa LLC Star Kappa 52,055 December 14, 2007 2001
Star Beta LLC Star Beta* 174,691 December 28, 2007 1993
Star Zeta LLC Star Zeta* 52,994 January 2, 2008 2003
Star Delta LLC Star Delta* 52,434 January 2, 2008 2000
Star Gamma LLC Star Gamma* 53,098 January 4, 2008 2002
Star Alpha LLC Star Alpha* 175,075 January 9, 2008 1992
Star Iota LLC Star Iota** 78,585 March 7, 2008 1983
Lamda LLC Star Sigma 184,403 April 15, 2008 1991
Star Omicron LLC Star Omicron 53,489 April 17,2008 2005
Vessels delivered or to be delivered after June 30, 2008

Star Cosmo LLC Star Cosmo 52,247 July 1, 2008 2005
Star Ypsilon LLC Star Ypsilon 150,940 Not yet delivered 1991

*Initial fleet or initial vessels
**On April 24, 2008, the Company entered into an agreement to sell Star Iota for $18.4 million. Thus, the vessel as at
June 30, 2008 is classified as held for sale (Note 6).
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STAR BULK CARRIERS CORP.

Notes to Unaudited Interim Condensed Consolidated Financial Statements

June 30, 2008

(Expressed in thousands of United States Dollars — except for share and per share data, unless otherwise stated)

2. Adoption of New Accounting Standards:

In February 2007, the Financial Accounting Standards Board (“FASB”) issued Statement of Financial Accounting
Standards (“SFAS”) No. 159, “The Fair Value Option for Financial Assets and Financial Liabilities” (“SFAS 159”). SFAS
159 permits entities to choose to measure many financial instruments and certain other items at fair value, with
changes in fair value recognized in earnings. SFAS 159 is effective as of the beginning of the first fiscal year that
begins after November 15, 2007. The adoption of SFAS 159 did not have a material impact on the Company’s
financial statements.

In September 2006, the FASB issued SFAS No. 157 "Fair Value Measurements" (“SFAS 1577). This statement defines
fair value, establishes a framework for measuring fair value in generally accepted accounting principles, and expands
disclosures about fair value measurements. This statement does not require any new fair value measurements, but
applies under other accounting pronouncements that require or permit fair value measurements. SFAS 157 is effective
for fiscal years beginning after November 15, 2007 and interim periods within those fiscal years. The adoption of
SFAS 157 did not have a material impact on the Company’s financial statements.

3. Transactions with Related Parties:
Transactions and balances with related parties are analyzed as follows:

December 31, 2007  June 30, 2008

TMT Co Ltd. (a) $ 480 1,073
Combine Marine S.A. (b) - 84
Ocean Bulk Maritime S.A. (c) - 100
Interchart Shipping Inc. (d) - 5
Totals $ 480 $ 1,262

(a) TMT Co. Ltd., or TMT: Under the Master Agreement (Note 1) the Company issued to TMT 12,537,645 shares of

Star Bulk’s common stock representing the stock consideration portion of the aggregate purchase price of initial
vessels and agreed to issue to TMT the additional stock consideration of 1,606,962 common shares of Star Bulk in

2008 and 2009. Under the Master Agreement, TMT also had the right to require Star Bulk to make available shelf

registration statements permitting sales of shares into the market from time to time over an extended period. In

addition, TMT has the ability to exercise certain piggyback registration rights.

Under the Master Agreement, as of December 31, 2007, Star Bulk took delivery of three vessels of its initial fleet as
indicated in Note 1. During the six months ended June 30, 2008, Star Bulk took delivery of the remaining five vessels
of its initial fleet as indicated in Note 1.

Star Gamma LLC, a wholly-owned subsidiary of Star Bulk, entered into a time charter agreement dated, February 23,
2007, with TMT for the Star Gamma . The charter rate for the Star Gamma is $28.5 per day for a term of one year.
Star Iota LLC, a wholly-owned subsidiary of Star Bulk, entered into a time charter agreement, dated February 26,
2007, with TMT for the Star Iota. The charter rate for the Star Iota is $18 per day for a term of one year.
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As of December 31, 2007, Star Bulk had an outstanding balance of $480 (liability) representing bunker and lubricants
on board payable from the company. As of June 30, 2008, Star Bulk had an outstanding balance of $1,073
representing unpaid bunkers payable to TMT. For the six months ended June 30, 2008 the Company earned $6,039 of
net revenue under the time charter party agreements with TMT.

(b) Combine Marine S.A., or Combine: Under an agreement dated May 4, 2007, Star Bulk appointed Combine, a

company affiliated with Messrs. Tsirigakis, Pappas and Christos Anagnostou, as interim manager of the vessels in the

initial fleet. Under the agreement, Combine provides interim technical management and associated services, including

legal services, to the vessels starting with their delivery to Star Bulk, and also provides such services and shore

personnel prior to and during vessel delivery to Star Bulk in exchange for a flat fee of $10 per vessel prior to delivery

and at a daily fee of $450 U.S. dollars per vessel after vessel’s delivery and during the term of the
agreement. Combine is entitled to be reimbursed by Star Bulk for out-of-pocket expenses incurred by Combine while

managing the vessels and is obligated to provide Star Bulk with the full benefit of all discounts and rebates available

to Combine. The term of the agreement is for one year from the date of delivery of each vessel. Either party may

terminate the agreement upon thirty days’ notice.

As of December 31, 2007 and June 30, 2008, Star Bulk had an outstanding liability of $0 and $84 respectively, to

Combine. During the six months ended June 30, 2007 and 2008, Combine charged $7 and $1,460, respectively, for
technical management services.
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STAR BULK CARRIERS CORP.

Notes to Unaudited Interim Condensed Consolidated Financial Statements

June 30, 2008

(Expressed in thousands of United States Dollars — except for share and per share data, unless otherwise stated)

3. Transactions with Related Parties (continued):

(c) Oceanbulk Maritime, S.A., or Oceanbulk: Mr. Petros Pappas, one of the Company’s directors, is also the Honorary
Chairman of Oceanbulk, a ship management company of drybulk vessels. Star Bulk’s Chief Executive Officer,
Mr. Prokopios (Akis) Tsirigakis, as well as one of its officers Mr. Christos Anagnostou had been employees of
Oceanbulk until November 30, 2007.

On June 3, 2008, the Company entered into an agreement for the acquisition of the Capesize drybulk carrier vessel
Falcon Cape (to be renamed Star Ypsilon) for $87,180. The vessel will be acquired from a company affiliated with
Oceanbulk, which facilitated the transaction. There will be no costs and/or commissions charged to the Company paid
to Oceanbulk. The vessel is scheduled to be delivered to the Company by September 2008. (Note 5)

As of December 31, 2007 and June 30, 2008, Star Bulk had an outstanding liability of $0 and $100, respectively, to
Oceanbulk. During the six months ended June 30, 2007 and 2008, Oceanbulk charged $161 and $100 respectively for
administrative expenses.

(d) Interchart Shipping Inc., or Interchart: Interchart, a company affiliated with Oceanbulk, acted as the chartering
broker of the Star Zeta and the Star Omicron. As of December 31, 2007 and June 30, 2008, Star Bulk had an
outstanding liability of $0 and $5, respectively, to Interchart. During the six months ended June 30, 2007 and 2008,
the brokerage commission of 1.25% on charter revenue charged by Interchart amounted to $0 and $81, respectively.

(e) Consultancy Agreements: On October 3, 2007, Star Bulk entered into separate consulting agreements with
companies owned and controlled by its Chief Executive Officer and Chief Financial Officer, for the services provided
by the Chief Executive Officer and the Chief Financial Officer, respectively. Each of these agreements is for a term of
three years unless terminated earlier in accordance with the terms and conditions of such agreements. Under the
consulting agreements, each company controlled by the Chief Executive Officer and the Chief Financial Officer is
expected to receive an annual consulting fee of €370 (approx. $585) and €250 (approx. $395) respectively, commencing
on the date of the Merger on a pro-rata basis.
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STAR BULK CARRIERS CORP.

Notes to Unaudited Interim Condensed Consolidated Financial Statements

June 30, 2008

(Expressed in thousands of United States Dollars — except for share and per share data, unless otherwise stated)

3. Transactions with Related Parties (continued):
Additionally, the Chief Executive Officer and the Chief Financial Officer are entitled to receive benefits under each of
their consultancy agreements, among others, each is entitled to receive an annual discretionary bonus, to be

determined by Star Bulk’s board of directors in its sole discretion.

The related expenses for the six months ended June 30, 2007 and 2008 were $0 and $497, respectively, and are
included in general and administrative expenses.

4. Inventories:
The amounts shown in the accompanying consolidated balance sheets are analyzed as follows:

December 31, June 30,

2007 2008

Lubricants $ 318 $ 804
Bunkers 280 -
Total $ 598 $ 804

5. Advances for vessels to be acquired:

Advances for vessels to be acquired of $15,611 included in the unaudited interim condensed consolidated balance
sheet as at June 30, 2008 and unaudited interim condensed consolidated statements of cash flows for the period ended
June 30, 2008 represent cash advances paid by the Company for vessels Star Ypsilon and Star Cosmo. Star Cosmo
was delivered to the Company on July 1, 2008. Star Ypsilon is not yet delivered.

F-9
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STAR BULK CARRIERS CORP.

Notes to Unaudited Interim Condensed Consolidated Financial Statements

June 30, 2008

(Expressed in thousands of United States Dollars — except for share and per share data, unless otherwise stated)

6. Vessels and other fixed assets, net:

The amounts in the accompanying consolidated balance sheets are analyzed as follows:

Other
Fixed Accumulated  Net Book
Vessel Cost  Asset Cost  Depreciation Value

Balance, December 31, 2007 $ 263,585 106 (745) $ 262,946
-Vessel held for sale (20,204) - - (20,204)
-Vessel acquisitions 482,693 - - 482,693
-Other fixed assets acquisitions - 70 - 70
- Depreciation - - (21,046) (21,046)
Balance, June 30, 2008 $ 726,074 176 (21,791) $ 704,459

The following table shows the vessels from the initial fleet (Note 1) that were delivered to the Company in the first
quarter of 2008 and the respective dates that such deliveries took place:

Vessel Date of Delivery
Star Zeta January 2, 2008
Star Delta January 2, 2008
Star Gamma January 4, 2008
Star Alpha January 9, 2008
Star Iota March 7, 2008

In addition to taking delivery of the remaining vessels in the initial fleet, the Company entered into the following
transactions to continue the expansion of the fleet.

On January 22, 2008 the Company entered into an agreement for the acquisition of the Capesize drybulk carrier vessel
Star Sigma, for $83,740. The vessel was delivered to the Company on April 15, 2008.
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STAR BULK CARRIERS CORP.

Notes to Unaudited Interim Condensed Consolidated Financial Statements

June 30, 2008

(Expressed in thousands of United States Dollars — except for share and per share data, unless otherwise stated)

6. Vessels and other fixed assets, net (continued):

On May 22, 2008, the Company entered into an agreement for the acquisition of the Supramax drybulk carrier vessel
Star Cosmo for $68,800. The vessel was delivered to the Company on July 1, 2008.

On June 3, 2008, the Company entered into an agreement for the acquisition of the Capesize drybulk carrier vessel
Falcon Cape (to be renamed Star Ypsilon) for $87,180 (Note 3). As of June 30, 2008, the Company had advanced a
progress payment in the aggregate amount of $8,718 for the acquisition of the Star Ypsilon (Note 5). The Company
expects this vessel to be delivered in September 2008.

As of June 30, 2008 the vessel Star lota was classified as asset held for sale and recorded at the lower of its carrying
amount or fair value less cost to sell. The resulting impairment loss of $4,642 was recorded in the six months ended
June 30, 2008.

7.  Deferred finance charges:

Deferred charges comprise deferred financing costs, consisting of fees and commissions associated with obtaining
loan facilities and amortized to interest and finance costs over the life of the related debt using the effective interest
rate method over the life of the related debt. On December 27, 2007 and April 14, 2008, the Company entered into
loan agreements for up to an aggregate amount of $290,000, resulting in the deferral of the associated loan
management fees amounting to $1,110. Amortization for the six months ended June 30, 2008, amounted to $81 and
was included under interest and finance costs.

8. Fair value of below/above market acquired time charter agreements:
The fair value of the time charter agreements acquired at below/above fair market charter rates on the acquisition of

the vessels is summarized below. These amounts were amortized on a straight-line basis to the end of each charter
period. An amount of $34,919 was amortized to voyage revenues for the six months ended June 30, 2008.
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STAR BULK CARRIERS CORP.

Notes to Unaudited Interim Condensed Consolidated Financial Statements

June 30, 2008

(Expressed in thousands of United States Dollars — except for share and per share data, unless otherwise stated)

8. Fair value of below/above market acquired time charter agreements (continued):
Amortization
Fair value for the Six
of acquired  Balance months Balance as
Charter time December  ending June at June 30,
Vessel End Date charter 31, 2007 30, 2008 2008
Fair value of below market
acquired time charter agreements
Star Epsilon March 15, 2009 14,375 13,487 5,578 7,908
Star Theta June 16, 2009 12,397 11,820 4,036 7,784
Star Alpha October 5, 2009 47,006 - 12,775 34,231
Star Delta May 7, 2009 13,829 - 5,059 8,770
February 14,

Star Gamma 2009 11,662 - 5,092 6,570
Star Zeta April 20, 2008 2,746 - 2,746 0
Total 102,015 25,307 35,286 65,264
Fair value of above market
acquired time charter agreements
Star Kappa August 24, 2010 1,980 1,952 367 1,585
Total 1,980 1,952 367 1,585

9.  Long-term Debt:

On December 27, 2007 the Company entered into a loan agreement of up to $120,000 in order to partially finance the
acquisition cost of the secondhand vessels, Star Gamma, Star Delta, Star Epsilon, Star Zeta, and Star Theta. The loan
bears interest at LIBOR plus a margin and will be repaid in twenty-eight quarterly installments through December
2016.

On, April 14, 2008 (and as amended on April 17, 2008) the Company entered into a loan agreement of up to
$170,000 with Piraeus Bank A.E. in order to partially finance the acquisition cost of vessels Star Omicron and Star
Sigma and to provide additional liquidity to the Company. The Star Alpha, Star Beta, and Star Sigma were used as
collateral to secure this loan. The loan bears interest at LIBOR plus a margin and will be repaid in twenty-four
quarterly installments through April 2014.

The above loans are secured by a first priority mortgage over the vessels, a corporate guarantee, and a first assignment
of all freights, earnings, insurances and requisition compensation. The loan contains covenants including restrictions
as to changes in management and ownership of the vessels, additional indebtedness and mortgaging of vessels without
the bank’s prior consent as well as certain financial covenants relating to the
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STAR BULK CARRIERS CORP.

Notes to Unaudited Interim Condensed Consolidated Financial Statements

June 30, 2008

(Expressed in thousands of United States Dollars — except for share and per share data, unless otherwise stated)

9. Long-term Debt (continued):

Company’s financial position, operating performance and liquidity. In addition, the Company must maintain minimum
cash deposits, as defined in the respective loan agreements, in the amount equal to $10,000 or $1,000 per vessel
whichever is greater.

The Company was in compliance with its debt covenants as of June 30, 2008.

The principal payments required to be made after June 30, 2008, are as follows:

12 months ending Amount
June 30, 2009 $ 22,000
June 30, 2010 32,500
June 30, 2011 28,000
June 30, 2012 21,000
June 30, 2013 17,000
June 30, 2014 and thereafter 84,500
Total $ 205,000

Interest expense for the six months ended June 30, 2008 amounting to $3,117, amortization of deferred finance fees
amounting to $81 and other finance fees amounting to $44 are included under “Interest and finance costs” in the
accompanying interim condensed consolidated statements of income.

10.  Preferred, Common stock and Additional paid in capital:

Preferred Stock: Star Bulk is authorized to issue up to 25,000,000 shares of preferred stock, $0.01 par value with such
designations, as voting, and other rights and preferences, as may be determined from time to time by the Board of
Directors.

Common Stock: Star Bulk is authorized to issue 100,000,000 shares of common stock, par value $0.01.

On December 31, 2007, and June 30, 2008 Star Bulk had outstanding 42,516,433 and 54,532,989 shares of its
common stock, respectively.

Warrants: On the date of consummation of the Redomiciliation Merger, Star Bulk had 20,000,000 shares of common
stock reserved for issuance upon the exercise of the warrants. Each outstanding Star Maritime warrant was assumed
by Star Bulk subject to the same terms and restrictions except that each Star Maritime warrant would be exercisable
for common stock of Star Bulk. Following the effectiveness of the Redomiciliation Merger, the warrants became
exercisable and warrant holders exercised their right to purchase shares of the Company’s common stock. Star Bulk as
of December 2007 and June 30, 2008 received a total of $7,534 and $94,029 respectively, representing 951,864 and
11,753,556 warrants respectively, at $8.00 per warrant exercised. The Company issued 951,864 and 11,753,556 of
common stock upon the exercise of the warrants. The warrants will expire on December 16, 2009. There is no cash
settlement option for the Warrants.
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Share and Warrant re-purchase plan: Following the consummation of the Redomiciliation Merger, during the six
months ended June 30, 2008, the Company announced a repurchase plan of up to an aggregate of $50,000 shares and
warrants. As at June 30, 2008, the Company had repurchased 52,000 of its shares and 1,362,500 of its warrants. The
Company paid $586 for its common shares and $5,475 for its warrants.

Transfer of Shares and Warrants from Directors: On March 24, 2008, Mr. Tsirigakis, the President and Chief
Executive Officer, transferred in a private transaction, an aggregate of 2,473,893 of his Star Bulk common shares and
300,000 of his Star Bulk warrants to Mr. Petros Pappas, the Company’s Chairman.

On March 24, 2008, Mr. George Syllantavos, the Chief Financial Officer and Secretary transferred in a private
transaction an aggregate of 981,524 of his Star Bulk common shares and 102,500 of his Star Bulk warrants to Mr.
Petros Pappas, the Company’s Chairman.

Declaration of dividends: On February 14, 2008, the Company declared dividends amounting to $4,599 or $0.10 per
share paid on February 28, 2008 to the stockholders of record as of February 25, 2008. On April 16, 2008, the
Company declared dividends amounting to $18,844 or $0.35 per share paid on May 23, 2008 to the stockholders of
record as of May 16, 2008.
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STAR BULK CARRIERS CORP.

Notes to Unaudited Interim Condensed Consolidated Financial Statements

June 30, 2008

(Expressed in thousands of United States Dollars — except for share and per share data, unless otherwise stated)
11.  Earnings per Share:

The Company calculates basic and diluted earnings per share as follows:

Six months ended June 30,

2007 2008
Income:
Net income 854 48,293
Basic earnings per share:
Weighted average common
shares outstanding, basic 29,026,924 47,855,865
Basic earnings per share 0.03 1.01
Effect of dilutive securities:
Dilutive effect of dilutive securities - 4,942,148
Weighted average common shares outstanding, diluted 29,026,924 52,798,013
Diluted earnings per share 0.03 0.91

During the six months ended June 30, 2008, 11,753,556 (Note 10) warrants were exercised. At June 30, 2008, a total

of 5,932,080 warrants were outstanding at an exercise price of $8 per warrant. The exercise price of warrants was

below the average market price of the Company's shares during the six months ended June 30, 2008. Consequently,

the Company’s warrants were dilutive and included in the computation of the diluted weighted average common shares
outstanding.
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STAR BULK CARRIERS CORP.

Notes to Unaudited Interim Condensed Consolidated Financial Statements

June 30, 2008

(Expressed in thousands of United States Dollars — except for share and per share data, unless otherwise stated)

12.  Equity incentive plan:

The following table summarizes the status of the Company’s unvested restricted stock outstanding for the six months
ended June 30, 2008:

Unvested
Restricted  Grant Date
Stock Fair Value
January 1, 2008 165,000 15.34
Granted on March 31, 2008* 150,000 11.39
Vested April 1, 2008 75,000 -
June 30, 2007 240,000 -

*On March 31, 2008, the Company entered into an agreement with one of the Company's directors Mr. Espig. Under
this agreement, which is part of Company’s Equity Incentive Plan, Mr. Espig received 150,000 restricted shares of Star
Bulk common stock, which will vest in two equal installments on April 1, 2008, and April 1, 2009, respectively.

The grant-date fair values of the restricted stock are determined by the closing price of the Company’s common stock
traded on the NASDAQ Global Market on the grant date. Total compensation cost of $2,222 was recognized and
included in general and administrative expenses in the accompanying unaudited interim condensed consolidated
income statement for the six months ended June 30, 2008.
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STAR BULK CARRIERS CORP.

Notes to Unaudited Interim Condensed Consolidated Financial Statements

June 30, 2008

(Expressed in thousands of United States Dollars — except for share and per share data, unless otherwise stated)

12.  Equity incentive plan (continued):
As of June 30, 2008, there was $1,833 of total unrecognized compensation cost related to non-vested restricted stock

awards, which is expected to be recognized as compensation expense over a weighted average period of 0.72 years as
follows:

Amount
July 1 to December 31, 2008 867
2009 803
2010 163
Total 1,833

13. Commitments and Contingencies:

Various claims, suits, and complaints, including those involving government regulations and product liability, arise in

the ordinary course of the shipping business. In addition, losses may arise from disputes with charterers, agents,

insurance and other claims with suppliers relating to the operations of the Company’s vessels. Currently, management
is not aware of any such claims or contingent liabilities, which should be disclosed, or for which a provision should be

established in the accompanying consolidated financial statements.

The Company accrues for the cost of environmental liabilities when management becomes aware that a liability is
probable and is able to reasonably estimate the probable exposure. Currently, management is not aware of any such
claims or contingent liabilities, which should be disclosed, or for which a provision should be established in the
accompanying consolidated financial statements. Up to $1 billion of the liabilities associated with the individual
vessels’ actions, mainly for sea pollution, are covered by the Protection and Indemnity (P&I) Club Insurance.

As described in Notes 5 above, during the six month period ended June 30, 2008, the Company entered into separate
memoranda of agreement to acquire two second-hand vessels. As of June 30, 2008, the unpaid balance of the purchase
price for these vessels was $140,000.

In April 2008, the Company entered into a twelve-year cancelable operating lease for its new office facilities that will
be terminated in April 2020. Monthly lease payment would be $22.7 U.S. dollars (14.5 Euros) for the first year.
Obligation’s calculation is adjusted annually to the inflation rate that it is estimated 3%. The exchange rate of
Euro/U.S. dollar used is the rate 1.57 as at June 9, 2008.

Future rental commitments were payable as follows:

12 months ending Amount
June 30, 2009 $292
June 30, 2010 295
June 30, 2011 304
June 30, 2012 313
June 30, 2013 323
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June 30, 2014 and thereafter 2,747
Total $4,747

Future minimum contractual charter revenue, based on vessels committed to noncancelable longterm time charter
contracts as of June 30, 2008 will be:

12 months ending Amount
June 30, 2009 $170,864
June 30, 2010 124,735
June 30, 2011 70,527
June 30, 2012 31,558
June 30, 2013 11,826
June 30, 2014 6,998
Total $ 416,508

These amounts do not include any assumed off-hire.

14.  Subsequent Events:

(a) Declaration of dividends: On July 29, 2008, the Company declared dividends amounting to $19,371 or $0.35 per
share paid on August 18, 2008, to the stockholders of record as of August 8, 2008.

(b) Purchase of vessels — deliveries: On July 1, 2008, the Company took delivery of the Supramax drybulk carrier
vessel Star Cosmo.

(c) New loan: On, July 1, 2008 the Company concluded a loan agreement of up to $35,000 with Piraeus Bank A.E.
in order to partly finance the acquisition cost of vessel Star Cosmo. The full amount of the loan was drawn down,
on the same date. The loan bears interest at Libor plus a margin and will be repaid in twenty-four quarterly
installments through July 2014.

(d) Warrants exercised: As of August 21, 2008, an additional 15,930 warrants had been exercised, generating
additional net proceeds to the Company of $127 and leaving 5,916,150 warrants outstanding.

(e) New shares issuance: As of July 17, 2008 803,481 shares of common stock of Star Bulk were issued to TMT Co
Ltd as per Master Agreement (Note 1).
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Report of Independent Registered Public Accounting Firm

To the Shareholder of A Duckling Corporation

We have audited the accompanying statements of revenue and direct operating expenses of A Duckling Corporation
(the “Company”) for the periods from January 1, 2008 to January 9, 2008 (date vessel was delivered to the Buyer),
January 1, 2007 to December 31, 2007, and August 5, 2006 (commencement date of a time charter agreement to be
assigned to the Buyer) to December 31, 2006. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the statement is free of material misstatement. The Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. Our audits included consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the statement, assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of this statement. We believe that our audits provide a
reasonable basis for our opinion.

The accompanying statements were prepared for the purposes of complying with the rules and regulations of the
Securities and Exchange Commission in lieu of the full financial statements required by Rule 3-05 of Regulation S-X,
as described in Note 2 to Statements of Revenue and Direct Operating Expenses and are not intended to be a complete
presentation of the financial position or the results of operations of the Company.

In our opinion, such statements presents fairly, in all material respects, the revenue and direct operating expenses of
the Company for the periods from January 1, 2008 to January 9, 2008, January 1, 2007 to December 31, 2007, and
August 5, 2006 to December 31, 2006, in conformity with accounting principles generally accepted in the United
States of America.

Deloitte & Touche

Taipei, Taiwan
The Republic of China
August 18, 2008
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A Duckling Corporation
Statements of Revenue and Direct Operating Expenses
(In U. S. Dollars)

From August 5,
2006
From January 1, 2008 From January 1, 2007 to December 31,
to January 9, 2008 to December 31, 2007 2006
Revenue $ 411,469 $ 11,259,940 $ 7,348,889
Direct operating expenses 167,105 9,351,330 2,222,121
Excess of revenue over direct operating
expenses $ 244364 $ 1,908,610 $ 5,126,768

See notes to statements of revenue and direct operating expenses.
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A Duckling Corporation
Notes to Statements of Revenue and Direct Operating Expenses
(In U. S. Dollars)

1. Business and Asset Purchase Agreement

On January 12, 2007, Star Bulk Carriers Corp. (the “Buyer”), and A Duckling Corporation (the “Seller,” the “Company,” or
“A Duckling”), a Republic of Panama company entered into an asset purchase agreement (the “Agreement”) for the Buyer
to acquire a marine vessel (the “Disposed Asset”) The total purchase price amounted to $112,116,680 and included cash

and buyer’s share consideration. The Disposed Asset was delivered to the Buyer on January 9, 2008. The Disposed
Asset is a 175,075 dwt dry bulk vessel which was built in 1992. In addition, the Buyer and TMT Co., Ltd., (“TMT”, a
Taiwan corporation and a related party to the Seller through a common shareholder) entered into a master agreement

on January 12, 2007 (the “Master Agreement”). Pursuant to the Master Agreement, TMT had guaranteed to assign an
existing three-year time charter agreement to the Buyer at a minimum daily time charter hire rate of $47,000. A
Duckling acquired the Disposed Asset on June 26, 2006.

2. Basis of Presentation

Historically, the Disposed Asset operated as an asset within A Duckling and on a consolidated basis within TMT and
had no separate legal status. Accordingly, the Statements of Revenue and Direct Operating Expenses have been
prepared pursuant to a request from the Buyer and derived from the historical records of A Duckling.

The cost of the Disposed Asset as of January 9, 2008, December 31, 2007, and December 31, 2006 and its related
accumulated depreciation from the date it was acquired by A Duckling, to January 9, 2008, December 31, 2007, and
December 31, 2006, respectively, are as follows:

January 9, December December
2008 31, 2007 31, 2006
Marine vessel
Cost $34,875,000 $34,875,000 $ 34,875,000
Accumulated depreciation 5,026,618 4,940,625 1,453,125

$29,848,382 $29,934,375 $33,421,875

Operations related to the Disposed Asset are reflected in the Statements of Revenue and Direct Operating Expenses
for the periods from January 1, 2008 to January 9, 2008, January 1, 2007 to December 31, 2007, and August 5, 2006
(commencement date of a time charter agreement to be assigned to the Buyer) to December 31, 2006.

The accompanying Statements of Revenue and Direct Operating Expenses for the periods from January 1, 2008 to
January 9, 2008, January 1, 2007 to December 31, 2007, and August 5, 2006 to December 31, 2006 have been
prepared for the purpose of complying with the rules and regulations of the Securities and Exchange Commission.

The accompanying statements were prepared from the books and records maintained by TMT, of which the Disposed
Asset represented only a portion. These statements are therefore not intended to be a complete representation of the
results of operations for the Disposed Asset as a stand-alone going concern, nor is it indicative of the results to be
expected from future operations of the Disposed Asset. The accompanying statements are also not intended to be a
complete presentation of the results of operations of A Duckling as of or for any period. Further, these statements do
not include any other adjustments or allocations of purchase price that may be required in accordance with accounting
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principles generally accepted in the United States of America subsequent to the date of acquisition.

A statement of stockholder’s equity is not presented, since the Agreement was structured such that only the Disposed
Asset was acquired by the Buyer.

A statement of cash flows is not presented, since the Disposed Asset has historically been managed as part of the
operations of TMT and has not been operated as a stand-alone entity.
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Statements of Revenue and Direct Operating Expenses

The Statements of Revenue and Direct Operating Expenses include revenue and operating expenses directly
attributable to the Disposed Asset.

Directly attributable expenses of the Disposed Asset include vessel operating expenses, depreciation, and management
fees that are specifically identifiable with the Disposed Asset.

Certain other expenses and income, such as TMT corporate overhead, interest income and interest expense are not
included in the accompanying Statements of Revenue and Direct Operating Expenses, since they are not directly
associated with the operations of the Disposed Asset. Corporate overhead expenses include costs incurred for
administrative support, such as expenses for legal, professional and executive management functions. The
accompanying Statements of Revenue and Direct Operating Expenses are not necessarily indicative of the future
financial position or results of the operations of the Disposed Asset due to the change in ownership, and the exclusion
of certain assets, liabilities and operating expenses, as described herein.

3. Summary of Significant Accounting Policies
Use of estimates

Preparation of these financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make certain estimates and assumptions that affect the reported amounts of
assets and the disclosure of contingencies at the date of the statement of revenue and direct operating expenses
reported.

In the preparation of these financial statements, estimates and assumptions have been made by management including
the selection of useful lives of tangible assets. Actual results could differ from those estimates.

Property and Equipment

Property and equipment consists of the vessel and is recorded at cost. Depreciation is recorded on a straight-line basis
over nine years, the estimated remaining useful life of the vessel from the date it was acquired by A Duckling, and
with an estimated $3,487,500 salvage value. Depreciation expense amounted to $85,993, $3,487,500 and $1,453,125
for the periods from January 1, 2008 to January 9, 2008, January 1, 2007 to December 31, 2007, and August 5, 2006
to December 31, 2006, respectively.

Revenue Recognition

A Duckling generates its revenues from charterers for the charterhire of its vessel. A vessel is chartered under time
charter, where a contract is entered into for the use of a vessel for a specific period of time and a specified daily
charterhire rate. As a charter agreement exists that includes fixed prices, service is provided and collection of the
related revenue is reasonably assured, revenue is recognized as it is earned ratably over the duration of the period of a
time charter agreement as adjusted for off-hire days that the vessel spends undergoing repairs, maintenance and
upgrade work depending on the condition and specifications of the vessel. On August 4, 2006, A Duckling entered
into a time charter agreement with its customer, which has duration of 35 to 38 months and a daily charterhire rate of
$47,500. A Duckling reports its revenue net of commission discounts offered to its customer in accordance with
Emerging Issues Task Force Issue (“EITF”) No. 01-9, “Accounting for Consideration Given by a Vendor to a Customer
(Including a Reseller of the Vendor’s Products).” In addition, A Duckling reports its revenue on a gross basis with
regard to the vessel fuel charged to its customer when delivering the vessel to its customer in accordance with EITF
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No. 99-19, “Reporting Revenue Gross as a Principal versus Net as an Agent.”

Operating Expenses

A Duckling’s operating expenses consist of vessel operating expenses, depreciation and management fees that are
specifically identifiable with the Disposed Asset. Vessel operating expenses represent all expenses relating to the
operation of the vessel, including crewing, insurance, repairs and maintenance, commissions, stores, lubricants, spares
and consumables. Vessel operating expenses and management fees are recognized as incurred.

In May 2007, the Disposed Asset collided with another ship. Repairs to the Disposed Asset have been completed as of
December 31, 2007 and total costs incurred by A Duckling amounted to $567,681 and are included in operating
expenses for the period from January 1, 2007 to December 31, 2007. Recoveries of the repair costs from insurance
company and the other party, if any, are not recorded as amount is not known at this time.

Income Taxes

The Company is a tax-exempt entity in accordance with the Income Tax Code of the Republic of Panama.

4. Significant Customers and Concentration of Credit Risk

One customer accounted for 100% of the total revenue of the Disposed Asset.
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Report of Independent Registered Public Accounting Firm

To the Shareholder of E Duckling Corporation

We have audited the accompanying statement of revenue and direct operating expenses of E Duckling Corporation
(the “Company”) for the period from October 8, 2007 (the commencement date of a time charter agreement to be
assigned to the Buyer) to December 14, 2007 (date vessel was delivered to the Buyer). This financial statement is the
responsibility of the Company’s management. Our responsibility is to express an opinion on this statement based on
our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United

States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the

statement is free of material misstatement. The Company is not required to have, nor were we engaged to perform, an

audit of its internal control over financial reporting. Our audit included consideration of internal control over financial

reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of

expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and

disclosures in the statement, assessing the accounting principles used and significant estimates made by management,

as well as evaluating the overall presentation of this statement. We believe that our audit provides a reasonable basis

for our opinion.

The accompanying statement was prepared for the purposes of complying with the rules and regulations of the
Securities and Exchange Commission in lieu of the full financial statements required by Rule 3-05 of Regulation S-X,
as described in Note 2 to Statement of Revenue and Direct Operating Expenses and is not intended to be a complete
presentation of the financial position or the results of operations of the Company.

In our opinion, such statement presents fairly, in all material respects, the revenue and direct operating expenses of the

Company for the period from October 8§, 2007 to December 14, 2007, in conformity with accounting principles
generally accepted in the United States of America.

Deloitte & Touche

Taipei, Taiwan
The Republic of China
August 18, 2008
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E Duckling Corporation
Statement of Revenue and Direct Operating Expenses
(In U. S. Dollars)

From October 8,

2007
to December 14,
2007
Revenue $ 3,140,117
Direct operating expenses 698,376
Excess of revenue over direct operating expenses $ 2,441,741

See notes to statement of revenue and direct operating expenses.
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E Duckling Corporation
Notes to Statement of Revenue and Direct Operating Expenses
(In U. S. Dollars)

1. Business and Asset Purchase Agreement

On December 3, 2007, Star Bulk Carriers Corp. (the “Buyer”), and E Duckling Corporation (the “Seller,” the “Company,” or
“E Duckling”), a Republic of Panama company entered into an asset purchase agreement (the “Agreement”) for the Buyer
to acquire a marine vessel (the “Disposed Asset”) The total purchase price amounted to $70,019,639 and included cash

and buyer’s share consideration. The Disposed Asset was delivered to the Buyer on December 14, 2007. The Disposed
Asset is a 52,055 dwt dry bulk vessel which was built in 2001. In addition, the Buyer and TMT Co., Ltd., (“TMT”, a
Taiwan corporation and a related party to the Seller through a common shareholder) entered into a master agreement

on December 3, 2007 (the “Master Agreement”). Pursuant to the Master Agreement, TMT had guaranteed to assign to

the Buyer an existing three-year time charter agreement at a minimum daily time charter hire rate of $47,800. E
Duckling acquired the Disposed Asset on June 20, 2006.

2. Basis of Presentation
Historically, the Disposed Asset operated as an asset within E Duckling and on a consolidated basis within TMT and
had no separate legal status. Accordingly, the Statement of Revenue and Direct Operating Expenses has been prepared

pursuant to a request from the Buyer and derived from the historical records of E Duckling.

The cost of the Disposed Asset as of December 14, 2007 and its related accumulated depreciation from the date it was
acquired by E Duckling, to December 14, 2007 is as follows:

December 14, 2007
Marine vessel

Cost $ 30,185,000
Accumulated depreciation 2,182,583
$ 28,002,417

Operations related to the Disposed Asset are reflected in the Statement of Revenue and Direct Operating Expenses for
the period from October 8, 2007 (commencement date of a time charter agreement to be assigned to the Buyer) to
December 14, 2007.

The accompanying Statement of Revenue and Direct Operating Expenses for the period from October 8, 2007 to
December 14, 2007 has been prepared for the purpose of complying with the rules and regulations of the Securities
and Exchange Commission.

The accompanying statement was prepared from the books and records maintained by TMT, of which the Disposed
Asset represented only a portion. This statement is therefore not intended to be a complete representation of the results
of operations for the Disposed Asset as a stand-alone going concern, nor is it indicative of the results to be expected
from future operations of the Disposed Asset. The accompanying statement is also not intended to be a complete
presentation of the results of operations of E Duckling as of or for any period. Further, this statement does not include
any other adjustments or allocations of purchase price that may be required in accordance with accounting principles
generally accepted in the United States of America subsequent to the date of acquisition.
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A statement of stockholder’s equity is not presented, since the Agreement was structured such that only the Disposed
Asset was acquired by the Buyer.

A statement of cash flows is not presented, since the Disposed Asset has historically been managed as part of the
operations of TMT and has not been operated as a stand-alone entity.

Statement of Revenue and Direct Operating Expenses

The Statement of Revenue and Direct Operating Expenses includes revenue and operating expenses directly
attributable to the Disposed Asset.

Directly attributable expenses of the Disposed Asset include vessel operating expenses, depreciation, and management
fees that are specifically identifiable with the Disposed Asset.

Certain other expenses and income, such as TMT corporate overhead, interest income and interest expense are not
included in the accompanying Statement of Revenue and Direct Operating Expenses, since they are not directly
associated with the operations of the Disposed Asset. Corporate overhead expenses include costs incurred for
administrative support, such as expenses for legal, professional and executive management functions. The
accompanying Statement of Revenue and Direct Operating Expenses is not necessarily indicative of the future
financial position or results of the operations of the Disposed Asset due to the change in ownership, and the exclusion
of certain assets, liabilities and operating expenses, as described herein.

3. Summary of Significant Accounting Policies

Use of estimates

Preparation of this financial statement in conformity with accounting principles generally accepted in the United
States of America requires management to make certain estimates and assumptions that affect the reported amounts of

assets and the disclosure of contingencies at the date of the statement of revenue and direct operating expenses
reported.
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In the preparation of this financial statement, estimates and assumptions have been made by management including
the selection of useful lives of tangible assets. Actual results could differ from those estimates.

Property and Equipment

Property and equipment consists of the vessel and is recorded at cost. Depreciation is recorded on a straight-line basis
over twenty years, the estimated remaining useful life of the vessel from the date it was acquired by E Duckling, and
with an estimated $1,437,381 salvage value. Depreciation expense amounted to $266,075, for the period from
October 8, 2007 to December 14, 2007.

Revenue Recognition

E Duckling generates its revenues from charterers for the charterhire of its vessel. E vessel is chartered under time
charter, where a contract is entered into for the use of a vessel for a specific period of time and a specified daily
charterhire rate. As a charter agreement exists that includes fixed prices, service is provided and collection of the
related revenue is reasonably assured, revenue is recognized as it is earned ratably over the duration of the period of a
time charter agreement as adjusted for off-hire days that the vessel spends undergoing repairs, maintenance and
upgrade work depending on the condition and specifications of the vessel. On September 20, 2006, E Duckling
entered into a time charter agreement with its customer, which has duration of 35 to 37 months and a daily charterhire
rate of $47,800. E Duckling reports its revenue net of commission discounts offered to its customer in accordance
with Emerging Issues Task Force Issue (“EITF”) No. 01-9, “Accounting for Consideration Given by a Vendor to a
Customer (Including a Reseller of the Vendor’s Products).” In addition, E Duckling reports its revenue on a gross basis
with regard to the vessel fuel charged to its customer when delivering the vessel to its customer in accordance with
EITF No. 99-19, “Reporting Revenue Gross as a Principal versus Net as an Agent.”

Operating Expenses

E Duckling’s operating expenses consist of vessel operating expenses, depreciation and management fees that are
specifically identifiable with the Disposed Asset. Vessel operating expenses represent all expenses relating to the
operation of the vessel, including crewing, insurance, repairs and maintenance, commissions, stores, lubricants, spares
and consumables. Vessel operating expenses and management fees are recognized as incurred.

Income Taxes

The Company is a tax-exempt entity in accordance with the Income Tax Code of the Republic of Panama.

4. Significant Customers and Concentration of Credit Risk

One customer accounted for 100% of the total revenue of the Disposed Asset.
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Report of Independent Registered Public Accounting Firm
To the Shareholder of F Duckling Corporation

We have audited the accompanying statements of revenue and direct operating expenses of F Duckling Corporation
(the “Company”) for the periods from January 1, 2008 to January 2, 2008 (date vessel was delivered to the Buyer), and
May 7, 2007 (the commencement date of a time charter agreement to be assigned to the Buyer) to December 31,
2007.These financial statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the statement is free of material misstatement. The Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. Our audits included consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the statement, assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of this statement. We believe that our audits provide a
reasonable basis for our opinion.

The accompanying statements were prepared for the purposes of complying with the rules and regulations of the
Securities and Exchange Commission in lieu of the full financial statements required by Rule 3-05 of Regulation S-X,
as described in Note 2 to Statements of Revenue and Direct Operating Expenses and are not intended to be a complete
presentation of the financial position or the results of operations of the Company.

In our opinion, such statements present fairly, in all material respects, the revenue and direct operating expenses of the
Company for the periods from January 1, 2008 to January 2, 2008, and May 7, 2007 to December 31, 2007 in
conformity with accounting principles generally accepted in the United States of America.

Deloitte & Touche

Taipei, Taiwan

The Republic of China
August 18, 2008
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F Duckling Corporation
Statements of Revenue and Direct Operating Expenses
(In U. S. Dollars)

From May 7, 2007

From January 1, 2008 to December
to January 2, 2008 31, 2007
Revenue $ 0 $ 5,949,947
Direct operating expenses 55,181 2,482,003
Excess of revenue over direct operating expenses
( Excess of direct operating expenses over revenue ) $ (55,181 $ 3,467,944

See notes to statements of revenue and direct operating expenses.
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F Duckling Corporation
Notes to Statements of Revenue and Direct Operating Expenses
(In U. S. Dollars)

1. Business and Asset Purchase Agreement

On January 12, 2007, Star Bulk Carriers Corp. (the “Buyer,”) and F Duckling Corporation (the “Seller,” the “Company,” or
“F Duckling”), a Republic of Panama company entered into an asset purchase agreement (the “Agreement”) for the Buyer
to acquire a marine vessel (the “Disposed Asset”) The total purchase price amounted to $64,572,205 and included cash

and buyer’s share consideration. The Disposed Asset was delivered to the Buyer on January 2, 2008. The Disposed
Asset is a 52,434 dwt dry bulk vessel which was built in 2000. In addition, the Buyer and TMT Co., Ltd., (“TMT”, a
Taiwan corporation and a related party to the Seller through a common shareholder) entered into a master agreement

on January 12, 2007 (the “Master Agreement”). Pursuant to the Master Agreement, TMT had guaranteed to procure a
two-year time charter agreement at a minimum daily time charter hire rate of $24,500. F Duckling acquired the
Disposed Asset on May 5, 2006.

2. Basis of Presentation

Historically, the Disposed Asset operated as an asset within F Duckling and on a consolidated basis within TMT and
had no separate legal status. Accordingly, the Statements of Revenue and Direct Operating Expenses have been
prepared pursuant to a request from the Buyer and derived from the historical records of F Duckling.

The cost of the Disposed Asset as of January 2, 2008 and December 31, 2007, and its related accumulated
depreciation from the date it was acquired by F Duckling, to January 2, 2008 and December 30, 2007, respectively are
as follows:

December
January 2, 31,
2008 2007
Marine vessel
Cost $ 28,447,000 $ 28,447,000
Accumulated depreciation 2,141,319 2,133,525

$26,305,681 $26,313,475

Operations related to the Disposed Asset are reflected in the Statements of Revenue and Direct Operating Expenses
for the periods from January 1, 2008 to January 2, 2008, and May 7, 2007 (commencement date of a time charter
agreement to be assigned to the Buyer) to December 31, 2007.

The accompanying Statements of Revenue and Direct Operating Expenses for the periods from January 1, 2008 to
January 2, 2008, and May 7, 2007 to December 31, 2007 have been prepared for the purpose of complying with the
rules and regulations of the Securities and Exchange Commission.

The accompanying statements were prepared from the books and records maintained by TMT, of which the Disposed

Asset represented only a portion. These statements are therefore not intended to be a complete representation of the
results of operations for the Disposed Asset as a stand-alone going concern, nor is it indicative of the results to be
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expected from future operations of the Disposed Asset. The accompanying statements are also not intended to be a
complete presentation of the results of operations of F Duckling as of or for any period. Further, these statements do
not include any other adjustments or allocations of purchase price that may be required in accordance with accounting
principles generally accepted in the United States of America subsequent to the date of acquisition.

A statement of stockholder’s equity is not presented, since the Agreement was structured such that only the Disposed
Asset was acquired by the Buyer.

A statement of cash flows is not presented, since the Disposed Asset has historically been managed as part of the
operations of TMT and has not been operated as a stand-alone entity.

Statements of Revenue and Direct Operating Expenses

The Statements of Revenue and Direct Operating Expenses include revenue and operating expenses directly
attributable to the Disposed Asset.

Directly attributable expenses of the Disposed Asset include vessel operating expenses, depreciation and management
fees that are specifically identifiable with the Disposed Asset.

Certain other expenses and income, such as TMT corporate overhead, interest income and interest expense are not
included in the accompanying Statements of Revenue and Direct Operating Expenses, since they are not directly
associated with the operations of the Disposed Asset. Corporate overhead expenses include costs incurred for
administrative support, such as expenses for legal, professional and executive management functions. The
accompanying Statements of Revenue and Direct Operating Expenses are not necessarily indicative of the future
financial position or results of the operations of the Disposed Asset due to the change in ownership, and the exclusion
of certain assets, liabilities and operating expenses, as described herein.

3. Summary of Significant Accounting Policies
Use of estimates

Preparation of these financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make certain estimates and assumptions that affect the reported amounts of
assets and the disclosure of contingencies at the date of the statement of revenue and direct operating expenses
reported.

In the preparation of these financial statements, estimates and assumptions have been made by management including
the selection of useful lives of tangible assets. Actual results could differ from those estimates.

Property and Equipment

Property and equipment consists of the vessel and is recorded at cost. Depreciation is recorded on a straight-line basis
over nineteen years, the estimated remaining useful life of the vessel from the date it was acquired by F Duckling, and
with an estimated $1,422,350 salvage value. Depreciation expense amounted to $7,794 and $ 926,091 for the periods
from January 1, 2008 to January 2, 2008, and May 7, 2007 to December 31, 2007, respectively.

Revenue Recognition

F Duckling generates its revenues from charterers for the charterhire of its vessel. A vessel is chartered under time

charter, where a contract is entered into for the use of a vessel for a specific period of time and a specified daily
charterhire rate. As a charter agreement exists that includes fixed prices, service is provided and collection of the
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related revenue is reasonably assured, revenue is recognized as it is earned ratably over the duration of the period of a
time charter agreement as adjusted for off-hire days that the vessel spends undergoing repairs, maintenance and
upgrade work depending on the condition and specifications of the vessel. On February 14, 2007, F Duckling entered
into a time charter agreement with its customer, which has duration of 23 to 26 months and a daily charterhire rate of
$25,800. F Duckling reports its revenue on a gross basis with regard to the vessel fuel charged to its customer when
delivering the vessel to its customer in accordance with Emerging Issues Task Force Issue No. 99-19, “Reporting
Revenue Gross as a Principal versus Net as an Agent.”
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Operating Expenses

F Duckling’s operating expenses consist of vessel operating expenses, depreciation and management fees that are
specifically identifiable with the Disposed Asset. Vessel operating expenses represent all expenses relating to the
operation of the vessels, including crewing, insurance, repairs and maintenance, commissions, stores, lubricants,
spares and consumables. Vessel operating expenses and management fees are recognized as incurred.

Income Taxes

The Company is a tax-exempt entity in accordance with the Income Tax Code of the Republic of Panama.

4. Significant Customers and Concentration of Credit Risk

One customer accounted for 100% of the total revenue of the Disposed Asset.

5. Related Party Transactions

The Company has a management agreement with TMT, under which TMT provides management services in
exchange for a fixed monthly fee of $7,500 in 2008 and 2007. Total management fees paid to TMT amounted to $500

and $58,548 during the periods from January 1, 2008 to January 2, 2008, and May 7, 2007 to December 31, 2007,
respectively.
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Report of Independent Registered Public Accounting Firm

To the Shareholder of G Duckling Corporation

We have audited the accompanying statement of revenue and direct operating expenses of G Duckling Corporation
(the “Company”) for the period from January 30, 2007(the commencement date of a time charter agreement to be
assigned to the Buyer) to December 3, 2007(date vessel was delivered to the Buyer). This financial statement is the
responsibility of the Company’s management. Our responsibility is to express an opinion on this statement based on
our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United

States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the

statement is free of material misstatement. The Company is not required to have, nor were we engaged to perform, an

audit of its internal control over financial reporting. Our audit included consideration of internal control over financial

reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of

expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and

disclosures in the statement, assessing the accounting principles used and significant estimates made by management,

as well as evaluating the overall presentation of this statement. We believe that our audit provides a reasonable basis

for our opinion.

The accompanying statement was prepared for the purposes of complying with the rules and regulations of the
Securities and Exchange Commission in lieu of the full financial statements required by Rule 3-05 of Regulation S-X,
as described in Note 2 to Statement of Revenue and Direct Operating Expenses and is not intended to be a complete
presentation of the financial position or the results of operations of the Company.

In our opinion, such statement presents fairly, in all material respects, the revenue and direct operating expenses of the

Company for the period from January 30, 2007 to December 3, 2007, in conformity with accounting principles
generally accepted in the United States of America.

Deloitte & Touche

Taipei, Taiwan
The Republic of China
August 18, 2008
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G Duckling Corporation
Statement of Revenue and Direct Operating Expenses
(In U. S. Dollars)

From January 30, 2007
to December 3, 2007

Revenue $ 7,707,444
Direct operating expenses 2,477,453
Excess of revenue over direct operating expenses $ 5,229,991

See notes to statement of revenue and direct operating expenses.
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G Duckling Corporation
Notes to Statement of Revenue and Direct Operating Expense
(In U. S. Dollars)

1. Business and Asset Purchase Agreement

On January 12, 2007, Star Bulk Carriers Corp. (the “Buyer”), and G Duckling Corporation (the “Seller,” the “Company,” or
“G Duckling”) a Republic of Panama company entered into an asset purchase agreement (the “Agreement”) for the Buyer
to acquire a marine vessel (the “Disposed Asset”) The total purchase price amounted to $66,573,309 and included cash

and buyer’s share consideration. The Disposed Asset was delivered to the Buyer on December 3, 2007. The Disposed
Asset is a 52,402 dwt dry bulk vessel which was built in 2001. In addition, the Buyer and TMT Co., Ltd., (“TMT”, a
Taiwan corporation and a related party to the Seller through a common shareholder) entered into a master agreement

on January 12, 2007 (the “Master Agreement”). Pursuant to the Master Agreement, TMT had guaranteed to procure a
two-year time charter agreement at a minimum daily time charter hire rate of $24,500. G Duckling acquired the
Disposed Asset on July 12, 2006.

2. Basis of Presentation

Historically, the Disposed Asset operated as an asset within G Duckling and on a consolidated basis within TMT and
had no separate legal status. Accordingly, the Statement of Revenue and Direct Operating Expenses has been prepared
pursuant to a request from the Buyer and derived from the historical records of G Duckling.

The cost of the Disposed Asset as of December 3, 2007 and its related accumulated depreciation from the date it was
acquired by G Duckling to December 3, 2007 is as follows:

December 3, 2007
Marine vessel

Cost $ 29,800,000
Accumulated depreciation 1,662,684
$ 28,137,316

Operations related to the Disposed Asset are reflected in the Statement of Revenue and Direct Operating Expenses for
the period from January 30, 2007 (commencement date of a time charter agreement to be assigned to the Buyer) to
December 3, 2007.

The accompanying Statement of Revenue and Direct Operating Expenses for the period from January 30, 2007 to
December 3, 2007 has been prepared for the purpose of complying with the rules and regulations of the Securities and
Exchange Commission.

The accompanying statement was prepared from the books and records maintained by TMT, of which the Disposed
Asset represented only a portion. This statement is therefore not intended to be a complete representation of the results
of operations for the Disposed Asset as a stand-alone going concern, nor is it indicative of the results to be expected
from future operations of the Disposed Asset. The accompanying statement is also not intended to be a complete
presentation of the results of operations of G Duckling as of or for any period. Further, this statement does not include
any other adjustments or allocations of purchase price that may be required in accordance with accounting principles
generally accepted in the United States of America subsequent to the date of acquisition.
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A statement of stockholder’s equity is not presented, since the Agreement was structured such that only the Disposed
Asset was acquired by the Buyer.

A statement of cash flows is not presented, since the Disposed Asset has historically been managed as part of the
operations of TMT and has not been operated as a stand-alone entity.

Statement of Revenue and Direct Operating Expenses

The Statement of Revenue and Direct Operating Expenses includes revenue and operating expenses directly
attributable to the Disposed Asset.

Directly attributable expenses of the Disposed Asset include vessel operating expenses and depreciation that are
specifically identifiable with the Disposed Asset.

Certain other expenses and income, such as TMT corporate overhead, interest income and interest expense are not
included in the accompanying Statement of Revenue and Direct Operating Expenses, since they are not directly
associated with the operations of the Disposed Asset. Corporate overhead expenses include costs incurred for
administrative support, such as expenses for legal, professional and executive management functions. The
accompanying Statement of Revenue and Direct Operating Expenses is not necessarily indicative of the future
financial position or results of the operations of the Disposed Asset due to the change in ownership, and the exclusion
of certain assets, liabilities and operating expenses, as described herein.

3. Summary of Significant Accounting Policies

Use of estimates

Preparation of this financial statement in conformity with accounting principles generally accepted in the United
States of America requires management to make certain estimates and assumptions that affect the reported amounts of
assets and the disclosure of contingencies at the date of the statement of revenue and direct operating expenses

reported.

In the preparation of this financial statement, estimates and assumptions have been made by management including
the selection of useful lives of tangible assets. Actual results could differ from those estimates.
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Property and Equipment

Property and equipment consists of the vessel and is recorded at cost. Depreciation is recorded on a straight-line basis
over twenty years the estimated remaining useful life of the vessel from the date it was acquired by G Duckling and
with an estimated $1,419,048 salvage value. Depreciation expense amounted to $1,189,668 during the period from
January 30, 2007 to December 3, 2007.

Revenue Recognition

G Duckling generates its revenues from charters for the charterline of its vessel. A vessel is chartered under time
charter, where a contract is entered into for the use of a vessel for a specific period of time and a specified daily
charterhire rate. As a charter agreement exists that includes fixed prices, service is provided and collection of the
related revenue is reasonably assured, revenue is recognized as it is earned ratably over the duration of the period of a
time charter agreement as adjusted for off-hire days that the vessel spends undergoing repairs, maintenance and
upgrade work depending on the condition and specifications of the vessel. On January 30, 2007, G Duckling entered
into a time charter agreement with its customer, which has duration of 23 to 25 months and a daily charterhire rate of
$25,550. G Duckling reports its revenue net of commission discounts offered to its customer in accordance with
Emerging Issues Task Force (“EITF”) Issue No. 01-9, “Accounting for Consideration Given by a Vendor to a Customer
(Including a Reseller of the Vendor’s Products).” In addition, G Duckling reports its revenue on a gross basis with
regard to the vessel fuel charged to its customer when delivering the vessel to its customer in accordance with EITF
No. 99-19, “Reporting Revenue Gross as a Principal versus Net as an Agent.”

Operating Expenses

G Duckling’s operating expenses consist of vessel operating expenses and depreciation that are specifically identifiable
with the Disposed Asset. Vessel operating expenses represent all expenses relating to the operation of the vessel,
including crewing, insurance, repairs and maintenance, commissions, stores, lubricants, spares and consumables.
Vessel operating expenses are recognized as incurred.

Income Taxes

The Company is a tax-exempt entity in accordance with the Income Tax Code of the Republic of Panama.

4. Significant Customers and Concentration of Credit Risk

One customer accounted for 100% of the total revenue of the Disposed Asset.

5. Related Party Transactions

TMT provides management services to the Company for no charge.
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Report of Independent Registered Public Accounting Firm

To the Shareholder of I Duckling Corporation

We have audited the accompanying statements of revenue and direct operating expenses of I Duckling Corporation
(the “Company”) for the periods from January 1, 2008 to January 2, 2008 (date vessel was delivered to the Buyer), and
February 13, 2007 (the commencement date of a time charter agreement to be assigned to the Buyer) to December 31,
2007. These financial statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board
(United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the statement is free of material misstatement. The Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. Our audits included consideration of internal control
over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the statement, assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall presentation of this statement. We believe that our audits provide a
reasonable basis for our opinion.

The accompanying statements were prepared for the purposes of complying with the rules and regulations of the
Securities and Exchange Commission in lieu of the full financial statements required by Rule 3-05 of Regulation S-X,
as described in Note 2 to Statements of Revenue and Direct Operating Expenses and are not intended to be a complete
presentation of the financial position or the results of operations of the Company.

In our opinion, such statements present fairly, in all material respects, the revenue and direct operating expenses of the
Company for the periods from January 1, 2008 to January 2, 2008, and from February 13, 2007 to December 31,
2007, in conformity with accounting principles generally accepted in the United States of America.

Deloitte & Touche
Taipei, Taiwan
The Republic of China
August 18, 2008
F-33
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I Duckling Corporation
Statements of Revenue and Direct Operating Expenses
(In U. S. Dollars)

From
From January 1, 2008 February 13, 2007
to January 2, 2008 to December 31, 2007
Revenue $ 0 $ 9,507,290
Direct operating expenses 29,823 3,087,107
Excess of revenue over direct operating expenses
( Excess of direct operating expenses over revenue ) $ (29,238) $ 6,420,183

See notes to statements of revenue and direct operating expenses.
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I Duckling Corporation
Notes to Statements of Revenue and Direct Operating Expenses
(In U. S. Dollars)

1. Business and Asset Purchase Agreement

On January 12, 2007, Star Bulk Carriers Corp. (the “Buyer”), and I Duckling Corporation (the “Seller,” the “Company,” or “I
Duckling”) a Republic of Panama company entered into an asset purchase agreement (the “Agreement”) for the Buyer to
acquire a marine vessel (the “Disposed Asset”) The total purchase price amounted to $57,853,675 and included cash and
buyer’s share consideration. The Disposed Asset was delivered to the Buyer on January 2, 2008. The Disposed Asset

is a 52,994 dwt dry bulk vessel which was built in 2003. In addition, the Buyer and TMT Co., Ltd., (“TMT”, a Taiwan
corporation and a related party to the Seller through a common shareholder) entered into a master agreement on
January 12, 2007 (the ‘Master Agreement’). Pursuant to the Master Agreement, TMT had guaranteed to procure a
three-year time charter agreement at a minimum daily time charter hire rate $28,500. I Duckling acquired the
Disposed Asset on May 6, 2006.

2. Basis of Presentation

Historically, the Disposed Asset operated as an asset within I Duckling and on a consolidated basis within TMT and
had no separate legal status. Accordingly, the Statements of Revenue and Direct Operating Expenses have been
prepared pursuant to a request from the Buyer and derived from the historical records of I Duckling.

The cost of the Disposed Asset as of January 2, 2008 and, December 31, 2007 and its related accumulated
depreciation from the date it was acquired by I Duckling ,to January 2, 2008 and, December 31, 2007, respectively are
as follows:

January 2, December 31,
2008 2007
Marine vessel
Cost $ 32,500,000 $ 32,500,000
Accumulated depreciation 2,347,110 2,339,015
$ 30,152,890 $ 30,160,985

Operations related to the Disposed Asset are reflected in the Statements of Revenue and Direct Operating Expenses
for the periods from January 1, 2008 to January 2, 2008 and February 13, 2007 (commencement date of a time charter
agreement to be assigned to the Buyer) to December 31, 2007.

The accompanying Statements of Revenue and Direct Operating Expenses for the periods from January 1, 2008 to
January 2, 2008 and February 13, 2007 to December 31, 2007 have been prepared for the purpose of complying with
the rules and regulations of the Securities and Exchange Commission.

The accompanying statements were prepared from the books and records maintained by TMT, of which the Disposed
Asset represented only a portion. These statements are therefore not intended to be a complete representation of the
results of operations for the Disposed Asset as a stand-alone going concern, nor is it indicative of the results to be
expected from future operations of the Disposed Asset. The accompanying statements are also not intended to be a
complete presentation of the results of operations of I Duckling as of or for any period. Further, these statements do
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not include any other adjustments or allocations of purchase price that may be required in accordance with accounting
principles generally accepted in the United States of America subsequent to the date of acquisition.

A statement of stockholder’s equity is not presented, since the Agreement was structured such that only the Disposed
Asset was acquired by the Buyer.

A statement of cash flows is not presented, since the Disposed Asset has historically been managed as part of the
operations of TMT and has not been operated as a stand-alone entity.

Statements of Revenue and Direct Operating Expenses

The Statements of Revenue and Direct Operating Expenses include revenue and operating expenses directly
attributable to the Disposed Asset.

Directly attributable expenses of the Disposed Asset include vessel operating expenses, depreciation and management
fees that are specifically identifiable with the Disposed Asset.

Certain other expenses and income, such as TMT corporate overhead, interest income and interest expense are not
included in the accompanying Statements of Revenue and Direct Operating Expenses, since they are not directly
associated with the operations of the Disposed Asset. Corporate overhead expenses include costs incurred for
administrative support, such as expenses for legal, professional and executive management functions. The
accompanying Statements of Revenue and Direct Operating Expenses are not necessarily indicative of the future
financial position or results of the operations of the Disposed Asset due to the change in ownership, and the exclusion
of certain assets, liabilities and operating expenses, as described herein.

3. Summary of Significant Accounting Policies

Use of estimates

Preparation of these financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make certain estimates and assumptions that affect the reported amounts of
assets and the disclosure of contingencies at the date of the statement of revenue and direct operating expenses

reported.

In the preparation of these financial statements, estimates and assumptions have been made by management including
the selection of useful lives of tangible assets. Actual results could differ from those estimates.
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Property and Equipment

Property and equipment consists of the vessel and is recorded at cost. Depreciation is recorded on a straight-line basis
over twenty-one years, the estimated remaining useful life of the vessel from the date it was acquired by I Duckling,
and with an estimated $1,477,273 salvage value. Depreciation expense amounted to $8,095 and $1,297,011 during the
periods from January 1, 2008 to January 2, 2008, and February 13, 2007 to December 31, 2007, respectively.

Revenue Recognition

I Duckling generates its revenues from charterers for the charterhire of its vessel. A vessel is chartered under time
charter, where a contract is entered into for the use of a vessel for a specific period of time and a specified daily
charterhire rate. As a charter agreement exists that includes fixed prices, service is provided and collection of the
related revenue is reasonably assured, revenue is recognized as it is earned ratably over the duration of the period of a
time charter agreement as adjusted for the off-hire days that the vessel spends undergoing repairs, maintenance and
upgrade work depending on the condition and specifications of the vessel. On January 31, 2007, I Duckling entered
into a time charter agreement with its customer, which has duration of 11 to 13 months and a daily charterhire rate of
$30,300. I Duckling reports its revenue net of commission discounts offered to its customer in accordance with
Emerging Issues Task Force Issue (“EITF”) No. 01-9, “Accounting for Consideration Given by a Vendor to a Customer
(Including a Reseller of the Vendor’s Products).” In addition, I Duckling reports its revenue on a gross basis with regard
to the vessel fuel charged to its customer when delivering the vessel to its customer in accordance with EITF No.
99-19, “Reporting Revenue Gross as a Principal versus Net as an Agent.”

Operating Expenses

I Duckling’s operating expenses consist of vessel operating expenses, depreciation and management fees that are
specifically identifiable with the Disposed Asset. Vessel operating expenses represent all expenses relating to the
operation of the vessel, including crewing, insurance, repairs and maintenance, commissions, stores, lubricants, spares
and consumables. Vessel operating expenses and management fees are recognized as incurred.

Income Taxes

The Company is a tax-exempt entity in accordance with the Income Tax Code of the Republic of Panama.

4. Significant Customers and Concentration of Credit Risk

One customer accounted for 100% of the total revenue of the Disposed Asset.

5. Related Party Transactions

The Company has a management agreement with TMT, under which TMT provides management services in
exchange for a fixed monthly fee of $7,500 in 2007 and 2008. Total management fees paid to TMT amounted to $500

and $79,018 during the periods from January 1, 2008 to January 2, 2008, and from February 13, 2007 to December
31, 2007, respectively.
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Report of Independent Registered Public Accounting Firm

To the Shareholder of J Duckling Corporation

We have audited the accompanying statement of revenue and direct operating expenses of J Duckling Corporation (the
“Company”’) for the period from May 16, 2007 (the commencement date of a time charter agreement to be assigned to
the Buyer) to December 6, 2007(date vessel was delivered to the Buyer). This financial statement is the responsibility
of the Company’s management. Our responsibility is to express an opinion on this statement based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United

States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the

statement is free of material misstatement. The Company is not required to have, nor were we engaged to perform, an

audit of its internal control over financial reporting. Our audit included consideration of internal control over financial

reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of

expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and

disclosures in the statement, assessing the accounting principles used and significant estimates made by management,

as well as evaluating the overall presentation of this statement. We believe that our audit provides a reasonable basis

for our opinion.

The accompanying statement was prepared for the purposes of complying with the rules and regulations of the
Securities and Exchange Commission in lieu of the full financial statements required by Rule 3-05 of Regulation S-X,
as described in Note 2 to Statement of Revenue and Direct Operating Expenses and is not intended to be a complete
presentation of the financial position or the results of operations of the Company.

In our opinion, such statement presents fairly, in all material respects, the revenue and direct operating expenses of the
Company for the period from May 16, 2007 to December 6, 2007, in conformity with accounting principles generally
accepted in the United States of America.

Deloitte & Touche

Taipei, Taiwan

The Republic of China
August 18, 2008
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J Duckling Corporation
Statement of Revenue and Direct Operating Expenses
(In U. S. Dollars)

From May 16, 2007 to
December 6, 2007

Revenue $ 6,605,243
Direct operating expenses 1,783,210
Excess of revenue over direct operating expenses $ 4,822,033

See notes to statement of revenue and direct operating expenses.
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J Duckling Corporation
Notes to Statement of Revenue and Direct Operating Expenses
(In U. S. Dollars)

1. Business and Asset Purchase Agreement

On January 12, 2007, Star Bulk Carriers Corp. (the “Buyer”), and J Duckling Corporation (the “Seller,” the “Company,” or “J
Duckling”), a Republic of Panama company entered into an asset purchase agreement (the “Agreement”) for the Buyer to
acquire a marine vessel (the “Disposed Asset”) The total purchase price amounted to $67,140,790 and included cash and
buyer’s share consideration. The Disposed Asset was delivered to the Buyer on December 6, 2007. The Disposed Asset

is a 52,425 dwt dry bulk vessel which was built in 2003. J Duckling acquired the Disposed Asset on July 12, 2006.

2. Basis of Presentation

Historically, the Disposed Asset operated as an asset within J Duckling and on a consolidated basis within TMT and
had no separate legal status. Accordingly, the Statement of Revenue and Direct Operating Expenses has been prepared
pursuant to a request from the Buyer and derived from the historical records of J Duckling.

The cost of the Disposed Asset as of December 6, 2007 and its related accumulated depreciation from the date it was
acquired by J Duckling to December 6, 2007 is as follows:

December 6, 2007
Marine vessel

Cost $ 30,930,000
Accumulated depreciation 1,591,018
$ 29,338,982

Operations related to the Disposed Asset are reflected in the Statement of Revenue and Direct Operating Expenses for
the period from May 16, 2007 (commencement date of a time charter agreement to be assigned to the Buyer) to
December 6, 2007.

The accompanying Statement of Revenue and Direct Operating Expenses for the period from May 16, 2007 to
December 6, 2007 has been prepared for the purpose of complying with the rules and regulations of the Securities and
Exchange Commission.

The accompanying statement was prepared from the books and records maintained by TMT, of which the Disposed
Asset represented only a portion. This statement is therefore not intended to be a complete representation of the results
of operations for the Disposed Asset as a stand-alone going concern, nor is it indicative of the results to be expected
from future operations of the Disposed Asset. The accompanying statement is also not intended to be a complete
presentation of the results of operations of J Duckling as of or for any period. Further, this statement does not include
any other adjustments or allocations of purchase price that may be required in accordance with accounting principles
generally accepted in the United States of America subsequent to the date of acquisition.

A statement of stockholder’s equity is not presented, since the Agreement was structured such that only the Disposed
Asset was acquired by the Buyer.
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A statement of cash flows is not presented, since the Disposed Asset has historically been managed as part of the
operations of TMT and has not been operated as a stand-alone entity.
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Statement of Revenue and Direct Operating Expenses

The Statement of Revenue and Direct Operating Expenses includes revenue and operating expenses directly
attributable to the Disposed Asset.

Directly attributable expenses of the Disposed Asset include vessel operating expenses, depreciation and management
fees that are specifically identifiable with the Disposed Asset.

Certain other expenses and income, such as TMT corporate overhead, interest income and interest expense are not
included in the accompanying Statement of Revenue and Direct Operating Expenses, since they are not directly
associated with the operations of the Disposed Asset. Corporate overhead expenses include costs incurred for
administrative support, such as expenses for legal, professional and executive management functions. The
accompanying Statement of Revenue and Direct Operating Expenses is not necessarily indicative of the future
financial position or results of the operations of the Disposed Asset due to the change in ownership, and the exclusion
of certain assets, liabilities and operating expenses, as described herein.

3. Summary of Significant Accounting Policies
Use of estimates

Preparation of this financial statement in conformity with accounting principles generally accepted in the United
States of America requires management to make certain estimates and assumptions that affect the reported amounts of
assets and the disclosure of contingencies at the date of the statement of revenue and direct operating expenses
reported.

In the preparation of this financial statement, estimates and assumptions have been made by management including
the selection of useful lives of tangible assets. Actual results could differ from those estimates.

Property and Equipment

Property and equipment consists of the vessel and is recorded at cost. Depreciation is recorded on a straight-line basis
over twenty-two years, the estimated remaining useful life of the vessel from the date it was acquired by J Duckling,
and with an estimated $1,344,783 salvage value. Depreciation expense amounted to $750,530, for the period from
May 16, 2007 to December 6, 2007.

Revenue Recognition

J Duckling generates its revenues from charterers for the charterhire of its vessel. A vessel is chartered under time
charter, where a contract is entered into for the use of a vessel for a specific period of time and a specified daily
charterhire rate. As a charter agreement exists that includes fixed prices, service is provided and collection of the
related revenue is reasonably assured, revenue is recognized as it is earned ratably over the duration of the period of a
time charter agreement as adjusted for the off-hire days that the vessel spends undergoing repairs, maintenance and
upgrade work depending on the condition and specifications of the vessel. On April 23, 2007, J Duckling entered into

a time charter agreement with its customer, which has duration of 23 to 25 months and a daily charterhire rate of
$32,500. J Duckling reports its revenue net of commission discounts offered to its customer in accordance with
Emerging Issues Task Force Issue (“EITF”) No. 01-9, “Accounting for Consideration Given by a Vendor to a Customer
(Including a Reseller of the Vendor’s Products).” In addition, J Duckling reports its revenue on a gross basis with regard
to the vessel fuel charged to its customer when delivering the vessel to its customer in accordance with EITF
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No. 99-19, “Reporting Revenue Gross as a Principal versus Net as an Agent.”

Revenue related to a dispute over the charterhire rate from the previous time charter arrangement is recognized when
the dispute is resolved and money is received from the customer and such revenue amounted to $130,880 during the
period from May 16, 2007 to December 6, 2007.

Operating Expenses

J Duckling’s operating expenses consist of vessel operating expenses, depreciation and management fees that are
specifically identifiable with the Disposed Asset. Vessel operating expenses represent all expenses relating to the
operation of the vessel, including crewing, insurance, repairs and maintenance, commissions, stores, lubricants, spares
and consumables. Vessel operating expenses and management fees are recognized as incurred.

Income Taxes

The Company is a tax-exempt entity in accordance with the Income Tax Code of the Republic of Panama.

4. Significant Customers and Concentration of Credit Risk

One customer accounted for 100% of the total revenue of the Disposed Asset.
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PART II
INFORMATION NOT REQUIRED IN THE PROSPECTUS
Item 8. Indemnification of Directors and Officers.
Indemnification of Directors and Officers and Limitation of Liability
I. Article VI of the Amended and Restated Bylaws of the of the Registrant provides as follows:

1.The Company shall indemnify, to the full extent permitted by law, any person who was or is a party, or is
threatened to be made a party to any threatened, pending or completed action, suit or proceeding, whether civil,
criminal, administrative or investigative (other than an action by or in the right of the Company) by reason of the
fact that he is or was a director, officer, employee or agent of the Company, or is or was serving at the request of
the Company as a director, officer, employee or agent of another corporation, partnership, joint venture, trust or
other enterprise, against expenses (including attorneys’ fees), judgments, fines and amounts paid in settlement
actually and reasonably incurred by him in connection with such action, suit or proceeding if he acted in good faith
and in a manner he reasonably believed to be in or not opposed to the best interests of the Company, and, with
respect to any criminal action or proceeding, had no reasonable cause to believe his conduct was unlawful. The
termination of any action, suit or proceeding by judgment, order, settlement, conviction, or upon a plea of nolo
contendere or its equivalent, shall not, of itself, create a presumption that the person did not act in good faith and in
a manner which he reasonably believed to be in or not opposed to the best interests of the Company, and, with
respect to any criminal action or proceeding, had reasonable cause to believe that his conduct was unlawful.

2.The Company shall indemnify, to the full extent permitted by law, any person who was or is a party, or is
threatened to be made a party to any threatened, pending or completed action or suit by or in the right of the
Company to procure a judgment in its favor by reason of the fact that he is or was a director, officer, employee or
agent of the Company, or is or was serving at the request of the Company as a director, officer, employee or agent
of another corporation, partnership, joint venture, trust or other enterprise against expenses (including attorneys’
fees) actually and reasonably incurred by him in connection with the defense or settlement of such action or suit if
he acted in good faith and in a manner he reasonably believed to be in or not opposed to the best interests of the
Company and except that no indemnification shall be made in respect of any claim, issue or matter as to which
such person shall have been adjudged to be liable to the Company unless and only to the extent that the court in
which such action or suit was properly brought shall determine upon application that, despite the adjudication of
liability, but in view of all the circumstances of the case, such person is fairly and reasonably entitled to indemnity
for such expenses which such court having proper jurisdiction shall deem proper.
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3. To the extent that a director, officer, employee or agent of the Company has been successful on the merits
or otherwise in defense of any action, suit or proceeding referred to in Sections 1 or 2 of this Article VI, or
in defense of any claim, issue or matter therein, he shall be indemnified against expenses (including
attorneys’ fees) actually and reasonably incurred by him or her in connection therewith.

4. Any indemnification under Sections 1 or 2 of this Article VI (unless ordered by a court having proper jurisdiction)
shall be made by the Company only as authorized in the specific case upon a determination that indemnification of
the director, officer, employee or agent is proper in the circumstances because he has met the applicable standard of
conduct set forth in such section. Such determination shall be made:

a. by the Board by a majority vote of a quorum consisting of directors who were not parties to such action, suit or
proceeding; or

b. if such a quorum is not obtainable, or, even if obtainable a quorum of disinterested directors so directs, by
independent legal counsel in a written opinion; or

c. by the shareholders.

5.Expenses (including attorneys’ fees) incurred by an officer or director in defending any civil, criminal,
administrative or investigative action, suit or proceeding shall be paid by the Company in advance of the final
disposition of such action, suit or proceeding upon receipt of an undertaking by or on behalf of such director or
officer to repay such amount if it shall ultimately be determined that he is not entitled to be indemnified by the
Company as authorized in this Section.

6.The indemnification and advancement of expenses provided by, or granted pursuant to, this Article VI shall, unless
otherwise provided when authorized or ratified, continue as to a person who has ceased to be a director, officer,
employee or agent and shall inure to the benefit of the heirs, executors and administrators of such a person.

7.The Company shall have power to purchase and maintain insurance on behalf of any person who is or was a
director, officer, employee or agent of the Company, or is or was serving at the request of the Company as a
director, officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise
against any liability asserted against him and incurred by him in any such capacity, or arising out of his status as
such, whether or not the Company would have the power to indemnify him against such liability under the
provisions of this Article VL.

8.For purposes of this Article VI, references to the “Company” shall include, in addition to the resulting corporation,

any constituent corporation (including any constituent of a constituent) absorbed in a consolidation or merger
which, if its separate existence had continued, would have had power and authority to indemnify its directors,
officers, and employees or agents, so that any person who is or was a director, officer employee or agent of such
constituent corporation, or is or was serving at the request of such constituent corporation as a director, officer,
employee or agent of another corporation, partnership, joint venture, trust or other enterprise, shall stand in the
same position under this Article VI with respect to the resulting or surviving corporation as he would have with
respect to such constituent corporation of its separate existence had continued.

9.For purposes of this Article VI, references to “other enterprises” shall include employee benefit plans; references to

“fines” shall include any excise taxes assessed on a person with respect to any employee benefit plan; and references
to “serving at the request of the Company” shall include any service as a director, officer, employee or agent of the
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Company which imposes duties on, or involves services by, such director, officer, employee, or agent with respect
to an employee benefit plan, its participants or beneficiaries; and a person who acted in good faith and in a manner
he reasonably believed to be in the interest of the participants and beneficiaries of an employee benefit plan shall be
deemed to have acted in a manner “not opposed to the best interests of the Company” as referred to in this Article VI.
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10. The indemnification and advancement of expenses provided by, or granted pursuant to, the other sections of this
Article VI shall not be deemed exclusive of any other rights to which those seeking indemnification or
advancement of expenses may be entitled under any Bylaw, agreement, vote of shareholders or disinterested
directors or otherwise, both as to action in his official capacity and as to action in another capacity while holding
such office.

11.No director or officer of the Company shall be personally liable to the Company or to any shareholder of the
Company for monetary damages for breach of fiduciary duty as a director or officer, provided that this provision
shall not limit the liability of a director or officer (i) for any breach of the director’s or the officer’s duty of loyalty
to the Company or its shareholders, (ii) for acts or omissions not in good faith or which involve intentional
misconduct or a knowing violation of law, or (iii) for any transaction from which the director or officer derived an
improper personal benefit.

II. Section 60 of the Associations Law of the Republic of the Marshall Islands provides as follows:

1. Actions not by or in right of the corporation. A corporation shall have power to indemnify any person who was or
is a party or is threatened to be made a party to any threatened, pending or completed action, suit or proceeding
whether civil, criminal, administrative or investigative (other than an action by or in the right of the corporation)
by reason of the fact that he is or was a director or officer of the corporation, or is or was serving at the request of
the corporation as a director or officer of another corporation, partnership, joint venture, trust or other enterprise,
against expenses (including attorneys' fees), judgments, fines and amounts paid in settlement actually and
reasonably incurred by him in connection with such action, suit or proceeding if he acted in good faith and in a
manner he reasonably believed to be in or not opposed to the best interests of the corporation, and, with respect to
any criminal action or proceeding, had no reasonable cause to believe his conduct was unlawful. The termination
of any action, suit or proceeding by judgment, order, settlement, conviction, or upon a plea of no contest, or its
equivalent, shall not, of itself, create a presumption that the person did not act in good faith and in a manner which
he reasonably believed to be in or not opposed to the bests interests of the corporation, and, with respect to any
criminal action or proceedings, had reasonable cause to believe that his conduct was unlawful.

2. Actions by or in right of the corporation. A corporation shall have the power to indemnify any person who
was or is a party or is threatened to be made a party to any threatened, pending or completed action or suit
by or in the right of the corporation to procure a judgment in its favor by reason of the fact that he is or
was a director or officer of the corporation, or is or was serving at the request of the corporation, or is or
was serving at the request of the corporation as a director or officer of another corporation, partnership,
joint venture, trust or other enterprise against expenses (including attorneys' fees) actually and reasonably
incurred by him or in connection with the defense or settlement of such action or suit if he acted in good
faith and in a manner he reasonably believed to be in or not opposed to the best interests of the corporation
and except that no indemnification shall be made in respect of any claims, issue or matter as to which such
person shall have been adjudged to be liable for negligence or misconduct in the performance of his duty
to the corporation unless and only to the extent that the court in which such action or suit was brought
shall determine upon application that, despite the adjudication of liability but in view of all the
circumstances of the case, such person is fairly and reasonably entitled to indemnity for such expenses
which the court shall deem proper.

3. When director or officer successful. To the extent that a director or officer of a corporation has been successful on
the merits or otherwise in defense of any action, suit or proceeding referred to in subsections (1) or (2) of this
section, or in the defense of a claim, issue or matter therein, he shall be indemnified against expenses (including
attorneys' fees) actually and reasonably incurred by him in connection therewith.
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4. Payment of expenses in advance. Expenses incurred in defending a civil or criminal action, suit or proceeding

may be paid in advance of the final disposition of such action, suit or proceeding as authorized by the board of
directors in the specific case upon receipt of an undertaking by or on behalf of the director or officer to repay such
amount if it shall ultimately be determined that he is not entitled to be indemnified by the corporation as
authorized in this section.

5. Indemnification pursuant to other rights. The indemnification and advancement of expenses provided by, or

II-3

granted pursuant to, the other subsections of this section shall not be deemed exclusive of any other rights to which
those seeking indemnification or advancement of expenses may be entitled under any bylaw, agreement, vote of
stockholders or disinterested directors or otherwise, both as to action in his official capacity and as to action in
another capacity while holding such office.
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. Continuation of indemnification. The indemnification and advancement of expenses provided by, or granted

pursuant to, this section shall, unless otherwise provided when authorized or ratified, continue as to a person who
has ceased to be a director, officer, employee or agent and shall inure to the benefit of the heirs, executors and
administrators of such a person.

. Insurance. A corporation shall have the power to purchase and maintain insurance on behalf of any person who is

or was a director or officer of the corporation or is or was serving at the request of the corporation as a director or
officer against any liability asserted against him and incurred by him in such capacity whether or not the
corporation would have the power to indemnify him against such liability under the provisions of this section.

Commission Position on Indemnification for Securities Act Liabilities.

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to our directors, officers or
persons controlling the registrant pursuant to the foregoing provisions, the registrant has been informed that in the
opinion of the Securities and Exchange Commission such indemnification is against public policy as expressed in the
Securities Act and is therefore unenforceable.

Item 9. Exhibits

A list of exhibits included as part of this registration statement is set forth in the Exhibit Index which immediately
precedes such exhibits and is incorporated herein by reference.

Item 10. Undertakings.

The undersigned registrant hereby undertakes:

1.

ii.

1ii.

a. Pursuant to Rule 415 of the Securities Act,

To file, during any period in which offers or sales are being made, a post-effective amendment to this registration
statement, unless the information required to be included is to contained in reports filed with or furnished to the
Commission that are incorporated by reference in this Registration Statement or is contained in a form of
prospectus filed pursuant to Rule 424(b) under the Securities Act that is part of this Registration Statement,

i. To include any prospectus required by Section 10(a)(3) of the Securities Act of 1933;

To reflect in the prospectus any facts or events arising after the effective date of the registration statement (or the
most recent post-effective amendment thereof) which, individually or in the aggregate, represent a fundamental
change in the information set forth in the registration statement. Notwithstanding the foregoing, any increase or
decrease in volume of securities offered (if the total dollar value of securities offered would not exceed that which
was registered) and any deviation from the low or high end of the estimated maximum offering range may be
reflected in the form of prospectus filed with the Commission pursuant to Rule 424(b) if, in the aggregate, the
changes in volume and price represent no more than 20 percent change in the maximum aggregate offering price
set forth in the “Calculation of Registration Fee” table in the effective registration statement.

To include any material information with respect to the plan of distribution not previously disclosed in the
registration statement or any material change to such information in the registration statement.

That, for the purpose of determining any liability under the Securities Act of 1933, as amended, each such
post-effective amendment shall be deemed to be a new registration statement relating to the securities offered
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therein, and the offering of such securities at that time shall be deemed to be the initial bona fide offering thereof.

3. To remove from registration by means of a post-effective amendment any of the securities being registered which
remain unsold at the termination of the offering.

1I-4
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4. To file a post-effective amendment to the registration statement to include any financial statements required by
Item 8.A. of Form 20-F at the start of any delayed offering or throughout a continuous offering. Financial
statements and information otherwise required by Section 10(a)(3) of the Act need not be furnished, provided, that
the registrant includes in the prospectus, by means of a post-effective amendment, financial statements required
pursuant to this paragraph (a)(4) and other information necessary to ensure that all other information in the
prospectus is at least as current as the date of those financial statements. Notwithstanding the foregoing, with
respect to registration statements on Form F-3, a post-effective amendment need not be filed to include financial
statements and information required by Section 10(a)(3) of the Securities Act of 1933 or Rule 3-19 under the
Securities Act of 1933 if such financial statements and information are contained in periodic reports filed with or
furnished to the Commission by the registrant pursuant to Section 13 or Section 15(d) of the Securities Exchange
Act of 1934 that are incorporated by reference in the Form F-3.

5. Each prospectus filed by the registrant pursuant to Rule 424(b)(3) shall be deemed to be part of this Registration
Statement as of the date the filed prospectus was deemed part of and included in this Registration Statement. Each
prospectus required to be filed pursuant to Rule 424(b)(2), (b)(5), or (b)(7) as part of this Registration Statement
for the purpose of providing the information required by section 10(a) of the Securities Act of 1933 shall be
deemed to be part of and included in this Registration Statement as of the earlier of the date such form of
prospectus is first used after effectiveness or the date of the first contract of sale of securities in the offering
described in the prospectus. As provided in Rule 430B, for liability purposes of the issuer and any person that is at
that date an underwriter, such date shall be deemed to be a new effective date of the registration statement relating
to the securities in the registration statement to which that prospectus relates, and the offering of such securities at
that time shall be deemed to be the initial bona fide offering thereof. Provided, however, that no statement made
in a registration statement or prospectus that is part of the registration statement or made in a document
incorporated or deemed incorporated by reference into the registration statement or prospectus that is part of the
registration statement will, as to a purchaser with a time of contract of sale prior to such effective date, supersede
or modify any statement that was made in the registration statement or prospectus that was part of the registration
statement or made in any such document immediately prior to such effective date.

6. The undersigned registrant undertakes that in a primary offering of securities of the undersigned registrant
pursuant to this Registration Statement, regardless of the underwriting method used to sell the securities to the
purchaser, if the securities are offered or sold to such purchaser by means of any of the following communications,
the undersigned registrant will be a seller to the purchaser and will be considered to offer or sell such securities to
such purchaser:

i. Any preliminary prospectus or prospectus of the undersigned registrant relating to the offering required to be filed
pursuant to Rule 424;

ii. Any free writing prospectus relating to the offering prepared by or on behalf of the undersigned registrant or used
or referred to by the undersigned registrant;

iii. The portion of any other free writing prospectus relating to the offering containing material information about the
undersigned registrant or its securities provided by or on behalf of the undersigned registrant; and

iv. Any other communication that is an offer in the offering made by the undersigned registrant to the purchaser.
b. The undersigned registrant hereby undertakes that, for purposes of determining any liability under the Securities
Act of 1933, each filing of the registrant’s annual report pursuant to Section 13(a) or 15(d) of the Securities

Exchange Act of 1934 (and, where applicable, each filing of an employee benefit plan’s annual report pursuant to
Section 15(d) of the Securities Exchange Act of 1934) that is incorporated by reference in the registration
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statement shall be deemed to be a new registration statement relating to the securities offered therein, and the
offering of such securities at that time shall be deemed to be the initial bona fide offering thereof.

c. Not Applicable.
d. Not Applicable.

e. The undersigned registrant hereby undertakes to deliver or cause to be delivered with the prospectus, to each
person to whom the prospectus is sent or given, the latest annual report to security holders that is incorporated by
reference in the prospectus and furnished pursuant to and meeting the requirements of Rule 14a-3 or Rule 14c-3
under the Securities Exchange Act of 1934; and, where interim financial information required to be presented by
Article 3 of Regulation S-X is not set forth in the prospectus, to deliver, or cause to be delivered to each person to
whom the prospectus is sent or given, the latest quarterly report that is specifically incorporated by reference in the
prospectus to provide such interim financial information.

f. — 1. Not Applicable.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the Registrant certifies that it has reasonable grounds to
believe that it meets all of the requirements for filing on Form F-3 and has duly caused this Registration Statement to
be signed on its behalf by the undersigned, thereunto duly authorized, in the City of Athens, Country of Greece, on
September 2, 2008.

STAR BULK CARRIERS CORP.

By: /s/ PROKOPIOS (AKIS) TSIRIGAKIS
Name: Prokopios (Akis) Tsirigakis
Title: Chief Executive Officer and President

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and
appoints each of Prokopios Tsirigakis, George Syllantavos, Gary J. Wolfe and Robert E. Lustrin his true and lawful
attorney-in-fact and agent, with full powers of substitution and resubstitution, for him or her and in his or her name,
place and stead, in any and all capacities, to sign any or all amendments (including post-effective amendments) to this
Registration Statement, and to file the same, with all exhibits thereto, and other documents in connection therewith,
with the Securities and Exchange Commission, granting unto said attorney-in-fact and agent full power and authority
to do and perform each and every act and thing requisite and necessary to be done, as fully for all intents and purposes
as he or she might or could do in person, hereby ratifying and confirming all that said attorney-in-fact and agent, or his
substitute, may lawfully do or cause to be done by virtue thereof.

Pursuant to the requirements of the Securities Act of 1933, this Registration Statement has been signed below by the
following persons on September 2, 2008 in the capacities indicated.

Signature Title
/s/ PROKOPIOS (AKIS) TSIRIGAKIS Chief Executive Officer, President and Director
Prokopios (Akis) Tsirigakis (Principal Executive Officer)
/s/ GEORGE SYLLANTAVOS Chief Financial Officer, Secretary, Treasurer and
George Syllantavos Director

(Principal Financial Officer and
Principal Accounting Officer)

/s/ PETROS PAPPAS Director; Chairman of the Board of Directors
Petros Pappas

/s/ NOBU SU Director
Nobu Su
/s/ PETER ESPIG Director
Peter Espig
/s/ KOERT ERHART Director
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Koert Erhardt

/s/ TOM SOFTELAND Director
Tom Softland
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Authorized Representative

Pursuant to the requirement of the Securities Act of 1933, the undersigned, the duly undersigned representative in the
United States, has signed this registration statement in the City of Newark, State of Delaware, on September 2, 2008.

PUGLISI & ASSOCIATES

By: /s/ DONALD J. PUGLISI
Name: Donald J. Puglisi
Title: Managing Director
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Exhibit Index
Exhibit
Number Description
5.1 Legality opinion of Seward & Kissel LLP
10.23 Loan Agreement with Piraeus Bank A.E. dated July 1, 2008

23.1 Consent of Seward & Kissel LLP (included in Exhibit 5.1)

23.2 Consent of Deloitte Hadjipavlou, Sofianos & Cambanis S.A.

23.3 Consent of Goldstein Golub Kessler LLP

23.4 Consent of Drewry Shipping Consultants Ltd.

23.5 Consent of Deloitte & Touche in Taipei, Taiwan
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