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As of December 31, 2015 As of December 31, 2014 As of December 31, 2013

Shoreside 40 32 31
Seafaring 308 266 236
Total 348 298 267

E. Share Ownership

With respect to the total amount of common stock owned by all of our officers and directors
individually and as a group, see “Item 7.A- Major Shareholders and Related Party Transactions.”

Item 7. Major Shareholders and Related Party Transactions
A. Major Shareholders

The following table sets forth information regarding ownership of our common stock of
which we are aware as of March 18, 2016, for (i) beneficial owners of more than five percent
of our common shares and (i) our officers and directors, individually and as a group. All of our
shareholders, including the shareholders listed in this table, are entitled to one vote for each
common share held.

Beneficial ownership is determined in accordance with SEC rules. In computing percentage
ownership of each person, common shares subject to options held by that person that are
currently exercisable or convertible, or exercisable or convertible within 60 days of the date of
this report, are deemed to be beneficially owned by that person. These shares, however, are
not deemed outstanding for the purpose of computing the percentage ownership of any other
person.

As of March 18, 2016, we had 74,890,570 common shares issued and outstanding and the
percentage of beneficial ownership below is based on this figure:

Shares Beneficially Owned

Identity of person or group Number Percentage
Diana Shipping Inc. (1) 19,269,740 25.7 %
12 West Capital Management LP (2) 19,287,512 25.8%
Symeon Palios (3) 6,740,725 9.0%
Anastasios Margaronis 1,218,814 16 %
loannis Zafirakis 671,065 *
Andreas Michalopoulos 818,960 11%
Non-executive directors 144,738 *

All directors and officers, as a group (4) 9,594,302 12.8%



96 | ANNUAL REPORT 2015

(1) As at December 31, 2015, 2014, and 2013, Diana Shipping Inc. owned 26.1%, 26.3%
and 9.5% of our common stock, respectively.

(2) Basedsolely onthe Schedule 13D/A filed with the SEC on July 2, 2015 by 12 West Capital
Management LP, reporting beneficial ownership of these shares through 12 West Capital Fund
LP, a Delaware limited partnership, and 12 West Capital Offshore Fund LP, a Cayman Islands
exempted limited partnership. The general partner of 12 West Capital Management LP is 12 West
Capital Management, LLC, a Delaware limited liability company. Joel Ramin, as the sole member
of 12 West Capital Management, LLC, possesses the voting and dispositive power with respect
to all securities beneficially owned by 12 West Capital Management LP. The principal business
address of 12 West Capital Management LP is 90 Park Avenue, 41st Floor, New York, New York
10016.

(3) Mr. Symeon Palios is our only director and officer that beneficially owns 5% or more of
our outstanding common stock. Of these shares, Mr. Palios may be deemed to beneficially own
6,260,909 common shares through Taracan Investments S.A., 154,970 common shares through
Corozal Compania Naviera S.A. and 309,941 common shares through Ironwood Trading Corp.,
companies for which he is the controlling person. As at December 31, 2015, 2014, and 2013, Mr.
Palios beneficially owned 8.7%, 8.5% and 5.9%, respectively.

(4) Ofthetotal number of these shares, 2,359,685 were granted pursuant to the Company’s
2012 Equity Incentive Plan.

* Less than 1%

As of March 18, 2016, we had 127 shareholders of record, 109 of which were located in the
United States and held an aggregate of 52,685,424 of our common shares, representing 70.35%
of our outstanding common shares. However, one of the U.S. shareholders of record is CEDE
& CO., a nominee of The Depository Trust Company, which held 52,468,924 of our common
shares as of March 18, 2016. Accordingly, we believe that the shares held by CEDE & CO. include
common shares beneficially owned by both holders in the United States and non-U.S. beneficial
owners. We are not aware of any arrangements the operation of which may at a subsequent date
result in our change of control.

B. Related Party Transactions

Diana Enterprises Inc.

We had entered into a Broker Services Agreement, dated June 1, 2010, with Diana
Enterprises Inc., a related party controlled by our Chief Executive Officer and Chairman of the
Board Mr. Symeon Palios, through DSS pursuant to an Administrative Services Agreement by
and between the Company and DSS, which was terminated on March 1, 2013. Following the
termination agreement for brokerage services that were provided to us through DSS, Diana
Enterprises entered on the same date into an agreement with UOT to provide brokerage services
for a fixed monthly fee of $120,833. The agreement had an initial term of thirteen months and
the fees were payable quarterly in advance. In March 2014, the Broker Services Agreement
with Diana Enterprises Inc. was terminated and replaced with a new agreement, according to
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which, with retroactive effect from January 1, 2014, the duration of the engagement was to be
for a term of fifteen months, ending on March 31, 2015. Effective July 1, 2014, the agreement
between UOT and Diana Enterprises was terminated and replaced with a new agreement
between DCI and Diana Enterprises on substantially similar terms. In July 2014, and in relation
with the Private Placement, this agreement was further amended to increase the percentage
of beneficial ownership in the Change of Control clause. According to this clause, in the
event that Diana Enterprises terminates the agreement within six months following a Change
of Control, as defined in the agreement, Diana Enterprises would be entitled to a lump sum
payment equal to three years’ annual commission. Effective April 1, 2015, the agreement with
Diana Enterprises was further renewed until March 31, 2016 for a fixed monthly fee of $121,000
and provides for a lump sum payment equal to five years’ annual commission, in case of
a Change of Control. Finally, in February 2016, our Board of Directors approved a bimonthly
fee, amounting to $242,000, as cash bonus to Diana Enterprises Inc. In 2015, 2014, and 2013,
fees for broker services amounted to $1.5 million, $1.5 milion, and $14 million, respectively.

Diana Shipping Inc.

We and Diana Shipping had entered into a non-competition agreement whereby we had
agreed that, during the term of the Administrative Services Agreement with DSS and any vessel
management agreements entered into with DSS, and for six months thereafter, we would not
acquire or charter any vessel, or otherwise operate in, the drybulk sector and Diana Shipping
would not acquire or charter any vessel, or otherwise operate in, the containership sector. On
March 1, 2013, in connection with the appointment of UOT as our new Manager, we amended
and restated the initial non-competition agreement with Diana Shipping Inc., where we agreed
that, as long as any of our current or continuing executive officers also serves as an executive for
Diana Shipping Inc., and for six months thereafter, we will not acquire or charter any vessel, or
otherwise operate in, the drybulk sector and Diana Shipping will not acquire or charter any vessel,
or otherwise operate in, the containership sector.

OnMay 20, 2013, we entered into aloan agreement of up to $50.0 million with Diana Shipping,
which was subsequently amended on September 9, 2015. Please see “ltem 5.B - Liquidity and
Capital Resources - Loan Facilities.”

Private Placement

We entered into a Securities Purchase Agreement, dated July 28, 2014, with Diana
Shipping and two institutional investors not affiliated with the Company or Diana Shipping
(together, the “Unaffiliated Entities”), Taracan Investments S.A., 4 Sweet Dreams S.A., Andreas
Michalopoulos, and loannis Zafirakis (collectively, the “Purchasers”), pursuant to which we
issued and sold to the Purchasers and the Purchasers purchased from the Company in
the Private Placement an aggregate of 36,653,386 common shares at a price of $2.51 per
share, which reflected the 30-day volume-weighted average price of the Company’s common
stock over the 30 trading days preceding the date of the Securities Purchase Agreement. The
issuance and sale of the shares was approved by an independent committee of our Board
of Directors. The Purchasers were also granted customary registration rights pursuant to a
registration rights agreement, dated July 28, 2014.

Pursuant to the terms of the Securities Purchase Agreement, Diana Shipping and the
Unaffiliated Entities have granted each other a right of first offer in connection with any proposed



98 | ANNUAL REPORT 2015

privately negotiated block sale of our common shares constituting ten percent (10%) or more
of the outstanding common stock (other than sales of stock to us and certain other permitted
transfers). The Unaffiliated Entities have also agreed that for so long as they collectively own ten
percent (10%) or more of the outstanding common stock they will not, without our consent, (i)
acquire beneficial ownership of additional shares of our voting stock in excess of the amount
of shares owned as of the closing under the Securities Purchase Agreement or (i) make or
otherwise participate in any “solicitation” of “proxies” to vote shares of our common stock, subject
to certain exceptions. Additionally, the Unaffiliated Entities have been granted one observer seat
at each meeting of our Board of Directors and Audit Committee and certain information rights.
The Securities Purchase Agreement also grants the Purchasers certain rights of first refusal over
subsequent equity offerings.

Pursuant to the Securities Purchase Agreement, we have agreed that, commencing with
the dividend payable with respect to the second quarter of 2014, and for not less than four
consecutive fiscal quarters thereafter, we will not declare or pay dividends in excess of $0.01 per
share on an annualized basis; provided, however, that in the event of a material improvement in
the container shipping market, our board of directors may amend this dividend policy to resume
the payment of dividends if the board of directors determines in good faith that such changed
dividend policy is in the best interests of the Company and its shareholders.

In connection with the Private Placement, we entered into amendments to the loan dated
May 20, 2013 between the Company, Eluk Shipping Inc. and Diana Shipping Inc., and the loan
agreement with The Royal Bank of Scotland plc (the “RBS”) dated December 16, 2011 We
also amended our Stockholders Rights Agreement, dated August 10, 2010, to provide that the
Unaffiliated Entities will not be considered an Acquiring Person, as defined therein.

Altair Travel Agency S.A

Effective March 1, 2013, Altair Travel Agency S.A., or Altair, an affiliated entity that is controlled
by our Chief Executive Officer and Chairman of the Board, Mr. Symeon Palios, provides us with
travel related services. In 2015, 2014 and 2013, the expenses we incurred in exchange for travel
services provided by Altair, amounted to $11 million, $1.0 million and $1.0 million, respectively.
We believe that the amounts that we pay to Altair Travel Agency S.A. for acquiring tickets and
other travel related services are no greater than fees we would pay to an unrelated third party for
comparable services.

C. Interests Of Experts And Counsel
Not applicable.
Item 8. Financial information

A. Consolidated Statements and Other Financial Information

See Item 18.



ANNUAL REPORT 2015 |99

Legal Proceedings

We have not been involved in any legal proceedings which may have, or have had a significant
effect on our business, financial position, results of operations or liquidity, nor are we aware of any
proceedings that are pending or threatened which may have a significant effect on our business,
financial position, results of operations or liquidity. From time to time, we may be subject to
legal proceedings and claims in the ordinary course of business, principally personal injury and
property casualty claims. We expect that these claims would be covered by insurance, subject
to customary deductibles. Those claims, even if lacking merit, could result in the expenditure of
significant financial and managerial resources.

Dividend Policy

We currently intend to declare a variable quarterly dividend each February, May, August
and November equal to available cash from operations during the previous quarter after the
payment of cash expenses and reserves for scheduled drydockings, intermediate and special
surveys and other purposes as our board of directors may from time to time determine are
required, after taking into account contingent liabilities, the terms of any credit facility, our
growth strategy and other cash needs and the requirements of Marshall Islands law. Our board
of directors may review and amend our dividend policy from time to time, in light of our plans
for future growth and other factors. In 2015 and 2014, we made dividend payments of $0.01
and $0.21 per share, respectively, and in March 2016 we declared a cash dividend of $0.0025
per share with respect to the fourth quarter of 2015.

While we have declared and paid cash dividends on our common shares, there can be no
assurance that dividends will be paid in the future. The actual timing and amount of dividend
payments, if any, will be determined by our board of directors and could be affected by various
factors, including our cash earnings, financial condition and cash requirements, the loss of a
vessel, the acquisition of one or more vessels, required capital expenditures, reserves established
by our board of directors, increased or unanticipated expenses, a change in our dividend policy,
additional borrowings or future issuances of securities, many of which will be beyond our control.
We are a holding company, and we depend on the ability of our subsidiaries to distribute funds
to us in order to satisfy our financial obligations and to make dividend payments. In addition, any
credit facilities that we may enter into in the future may include restrictions on our ability to pay
dividends.

Furthermore, pursuant to the Securities Purchase Agreement entered into on July 28, 2014 in
connection with the Private Placement, we agreed that, commencing with the dividend payable
with respect to the second quarter of 2014, and until at least the first quarter of 2015, we would
not declare or pay dividends in excess of $0.01 per share on an annualized basis; provided,
however, that in the event of a material improvement in the container shipping market, our board
of directors may amend this dividend policy to resume the payment of dividends if our board of
directors determines in good faith that such changed dividend policy is in the best interests of the
Company and its shareholders.

Marshall Islands law generally prohibits the payment of dividends other than from surplus, or
while a company is insolvent or would be rendered insolvent by the payment of such a dividend.

In addition, we may incur expenses or liabilities, including extraordinary expenses, decreases
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inrevenues, including as aresult of unanticipated off-hire days orloss of avessel, orincreased cash
needs that could reduce or eliminate the amount of cash that we have available for distribution as
dividends. The containership sector is cyclical and volatile. We cannot predict with accuracy the
amount of cash flows our operations will generate in any given period. Factors beyond our control
may affect the charter market for our vessels and our charterers’ ability to satisfy their contractual
obligations to us, and we cannot assure you that dividends will actually be declared or paid in
the future. We cannot assure you that we will be able to pay regular quarterly dividends, and our
ability to pay dividends will be subject to the limitations set forth above and in the section of this
annual report titled “ltem 3.D - Risk Factors.”

In times when we have debt outstanding, we intend to limit our dividends per share to the
amount that we would have been able to pay if we were financed entirely with equity. Our board
of directors may review and amend our dividend policy from time to time, in light of our plans for
future growth and other factors.

B. Significant Changes

There have been no significant changes since the date of the annual consolidated financial
statements included in this annual report, other than those described in “Note 16—Subsequent
Events” of our annual consolidated financial statements.

Item 9. The Offer and Listing

Our common shares have traded on The Nasdaq Global Market under the symbol “DCIX”
since January 19, 2011 and on The Nasdaq Global Select Market since January 2, 2013. The
table below sets forth the high and low closing prices for each of the periods indicated for the
common shares.

AGETE] Low High

For the period from January 19 to December 31, 2011 $ 458 $ 1315
Year-ended December 31, 2012 5.22 7.76
Year-ended December 31, 2013 3.51 7.03
Year-ended December 31, 2014 185 4.26
Year-ended December 31, 2015 0.69 2.66
Periods Low High

1st Quarter ended March 31, 2014 $ 381 $ 4.26
2nd Quarter ended June 30, 2014 2.46 3.94
3rd Quarter ended September 30, 2014 2.25 2.85
4th Quarter ended December 31, 2014 185 2.36
1st Quarter ended March 31, 2015 $ 194 $ 2.66
2nd Quarter ended June 30, 2015 197 2.65
3rd Quarter ended September 30, 2015 124 210

4th Quarter ended December 31, 2015 0.69 138
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Months Low High

September 2015 $ 124 % 164
October 2015 118 138
November 2015 0.95 134
December 2015 0.69 0.97
January 2016 0.48 0.80
February 2016 0.36 0.57
March 2016 (through March 18, 2016) 0.37 0.73

Item 10. Additional Information

A. Share Capital

Not Applicable.

B. Memorandum and Articles of Association

Our current amended and restated articles of incorporation have been filed as exhibit 3.1 to
our Form F-4 filed with the SEC on October 15, 2010 with file number 333-169974. The information
contained in this exhibit is incorporated by reference herein.

A description of the material terms of our amended and restated articles of incorporation
and bylaws is included in the section entitled “Description of Capital Stock” in our Registration
Statement on Form F-4 filed with the SEC on October 15, 2010 with file number 333-169974 and
is incorporated by reference herein, provided that since the date of that Registration Statement,
and up to December 31, 2015, the number of shares of our common stock issued and outstanding
has increased to 73,890,581

C. Material Contracts

The contracts included as exhibits to this annual report are the contracts we consider to be
both material and not entered into in the ordinary course of business, which (i) are to be performed
in whole or in part on or after the filing date of this annual report or (i) were entered into not
more than two years before the filing date of this annual report. Other than these agreements, we
have no material contracts, other than contracts entered into in the ordinary course of business,
to which the Company or any member of the group is a party. We refer you to Item 5.B for a
discussion of our loan facilities, Item 4.B and Item 7.B for a discussion of our agreements with
companies controlled by our Chief Executive Officer and Chairman of the Board, Mr. Symeon
Palios, and Item 6.B for a discussion of our 2012 Equity Incentive Plan and our 2015 Equity
Incentive Plan.

D. Exchange Controls

Under Republic of the Marshall Islands law, there are currently no restrictions on the export or
import of capital, including foreign exchange controls or restrictions that affect the remittance of
dividends, interest or other payments to non-resident holders of our common stock.
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E. Taxation

The following is a discussion of the material Marshall Islands and U.S. federal income tax
considerations of the ownership and disposition by a U.S. Holder and a Non - U.S. Holder, each
as defined below, with respect to the common stock. This discussion does not purport to deal
with the tax consequences of owning common stock to all categories of investors, some of
which, such as dealers in securities or commodities, financial institutions, insurance companies,
tax-exempt organizations, U.S. expatriates, persons liable for the alternative minimum tax,
persons who hold common stock as part of a straddle, hedge, conversion transaction or
integrated investment, U.S. Holders whose functional currency is not the United States dollar
and investors that own, actually or under applicable constructive ownership rules, 10% or more
of the Company’s common stock, may be subject to special rules. This discussion deals only
with holders who hold the common stock as a capital asset. You are encouraged to consult your
own tax advisors concerning the overall tax consequences arising in your own particular situation
under U.S. federal, state, local or foreign law of the ownership of common stock.

Marshall Islands Tax Considerations

In the opinion of Seward & Kissel LLP, the following are the material Marshall Islands
tax consequences of the Company’s activities to the Company and of the ownership of the
Company’s common stock to its shareholders. The Company is incorporated in the Marshall
Islands. Under current Marshall Islands law, the Company is not subject to tax on income
or capital gains, and no Marshall Islands withholding tax will be imposed upon payments of
dividends by the Company to its shareholders.

United States Federal Income Tax Considerations

In the opinion of Seward & Kissel LLP, the Company’s U.S. counsel, the following are
the material U.S. federal income tax consequences to the Company of its activities and to
U.S. Holders and Non - U.S. Holders, each as defined below, of the common stock. The following
discussion of U.S. federal income tax matters is based on the U.S. Internal Revenue Code of
1986, as amended, or the Code, judicial decisions, administrative pronouncements, and existing
and proposed regulations issued by the U.S. Department of the Treasury, all of which are subject
to change, possibly with retroactive effect.

Taxation of Operating Income: In General

The following discussion addresses the U.S. federal income taxation of our operating income
if we are engaged in the international operation of vessels.

Unless exempt from U.S. federal income taxation under the rules discussed below, a foreign
corporation is subject to U.S. federal income taxation in respect of any income that is derived
from the use of vessels, from the hiring or leasing of vessels for use on a time, voyage or bareboat
charter basis, from the participation in a pool, partnership, strategic alliance, joint operating
agreement, code sharing arrangements or other joint venture it directly or indirectly owns or
participates in that generates such income, or from the performance of services directly related
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to those uses, which we refer to as “shipping income,” to the extent that the shipping income is
derived from sources within the United States. For these purposes, 50% of shipping income that
is attributable to transportation that begins or ends, but that does not both begin and end, in the
United States constitutes income from sources within the United States, which we refer to as
“U.S.-source shipping income.”

Shipping income attributable to transportation that both begins and ends in the United States
is considered to be 100% from sources within the United States. We are not permitted by law to
engage in transportation that produces income which is considered to be 100% from sources
within the United States. Shipping income attributable to transportation exclusively between
non-U.S. ports will be considered to be 100% derived from sources outside the United States.
Shipping income derived from sources outside the United States will not be subject to any
U.S. federal income tax.

Exemption of Operating Income from U.S. Federal Income Taxation

Under Section 883 of the Code, or Section 883, we will be exempt from U.S. federal income
taxation on our U.S.-source shipping income if:

- we are organized in a foreign country that grants an “equivalent exemption” to corporations
organized in the United States, or U.S. corporations; and

either:

- more than 50% of the value of our common stock is owned, directly or indirectly, by qualified
shareholders, which we refer to as the “50% Ownership Test,” or

- our common stock is “primarily and regularly traded on an established securities market” in
a country that grants an “equivalent exemption” to U.S. corporations or in the United
States, which we refer to as the “Publicly-Traded Test.”

The Marshall Islands, the jurisdiction where we are incorporated, grant an ‘equivalent
exemption” to U.S. corporations. We anticipate that any of our shipowning subsidiaries will
be incorporated in a jurisdiction that provides an “equivalent exemption” to U.S. corporations.
Therefore, we will be exempt from U.S. federal income taxation with respect to our U.S.-source
shipping income if either the 50% Ownership Test or the Publicly-Traded Test is met.

We do not currently anticipate a circumstance under which we would be able to satisfy the
50% Ownership Test. Our ability to satisfy the Publicly-Traded Test is discussed below.

Publicly-Traded Test

In order to satisfy the Publicly - Traded Test, our common stock must be primarily and regularly
traded on one or more established securities markets. The regulations under Section 883 provide,
in pertinent part, that shares of a foreign corporation will be considered to be “primarily traded” on
an established securities market in a country if the number of shares of each class of shares that
are traded during any taxable year on all established securities markets in that country exceeds
the number of shares in each such class that are traded during that year on established securities
markets in any other single country. Our common shares are “primarily traded” on The Nasdaq
Global Select Market.
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Under the regulations, stock of a foreign corporation will be considered to be “regularly traded”
on an established securities market if one or more classes of stock representing more than 50%
of the outstanding stock, by both total combined voting power of all classes of shares entitled to
vote and total value, are listed on such market, to which we refer as the “listing threshold.” Since
our common shares are listed on The Nasdaqg Global Select Market, we expect to satisfy the
listing threshold.

It is further required that with respect to each class of stock relied upon to meet the listing
threshold, (i) such class of shares is traded on the market, other than in minimal quantities, on
at least 60 days during the taxable year or one-sixth of the days in a short taxable year, which
we refer to as the trading frequency test; and (i) the aggregate number of stock of such class of
shares traded on such market during the taxable year is at least 10% of the average number of
shares of such class of stock outstanding during such year or as appropriately adjusted in the
case of a short taxable year, which we refer to as the trading volume test. Even if these tests are
not satisfied, the regulations provide that such trading frequency and trading volume tests will be
deemed satisfied if, as is expected to be the case with our common shares, such class of stock
is traded on an established securities market in the United States and such shares are regularly
guoted by dealers making a market in such shares.

Notwithstanding the foregoing, the regulations provide, in pertinent part, that a class of
shares will not be considered to be “regularly traded” on an established securities market for any
taxable year in which 50% or more of the vote and value of the outstanding shares of such class
are owned, actually or constructively under specified share attribution rules, on more than half the
days during the taxable year by persons who each own 5% or more of the vote and value of such
class of stock, to which we refer as the “Five Percent Override Rule.”

For purposes of being able to determine the persons who actually or constructively own 5%
or more of the vote and value of our common stock, or “5% Shareholders,” the regulations permit
us to rely on those persons that are identified on Schedule 13G and Schedule 13D filings with
the Securities and Exchange Commission, as owning 5% or more of our common stock. The
regulations further provide that an investment company which is registered under the Investment
Company Act of 1940, as amended, will not be treated as a 5% Shareholder for such purposes.

In the event the Five Percent Override Rule is triggered, the regulations provide that the
Five Percent Override Rule will nevertheless not apply if we can establish that within the group
of 5% Shareholders, there are sufficient qualified shareholders for purposes of Section 883 to
preclude non-qualified shareholders in such group from owning 50% or more of our common
stock for more than half the number of days during the taxable year.

We believe that we satisfied the Publicly-Traded Test for the 2015 taxable year and were not
subject to the Five Percent Override Rule and we intend to take that position on our 2015 U.S.
federal income tax returns.

Taxation in Absence of Exemption

To the extent the benefits of Section 883 are unavailable, our U.S.-source shipping income,
to the extent not considered to be ‘“effectively connected” with the conduct of a U.S. trade or
business, as described below, would be subject to a 4% tax imposed by Section 887 of the Code
on a gross basis, without the benefit of deductions, which we refer to as the 4% gross basis
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tax regime. Since under the sourcing rules described above, no more than 50% of our shipping
income would be treated as being derived from U.S. sources, the maximum effective rate of
U.S. federal income tax on our shipping income would never exceed 2% under the 4% gross
basis tax regime.

To the extent the benefits of the Section 883 exemption are unavailable and our U.S.-source
shipping income is considered to be “effectively connected” with the conduct of a U.S. trade or
business, as described below, any such “effectively connected” U.S.-source shipping income,
net of applicable deductions, would be subject to the U.S. federal corporate income tax currently
imposed at rates of up to 35%. In addition, we may be subject to an additional 30% “branch
profits” tax on earnings effectively connected with the conduct of such trade or business, as
determined after allowance for certain adjustments, and on certain interest paid or deemed paid
attributable to the conduct of such U.S. trade or business.

Our U.S.-source shipping income would be considered “effectively connected” with the
conduct of a U.S. trade or business only if:

- we have, or are considered to have, a fixed place of business in the United States involved
in the earning of shipping income; and

- substantially all of our U.S.-source shipping income is attributable to regularly scheduled
transportation, such as the operation of a vessel that follows a published schedule with
repeated sailings at regular intervals between the same points for voyages that begin or
end in the United States (or, in the case of income from the bareboat chartering of a vessel, is
attributable to a fixed place of business in the United States).

We do not anticipate that we will have any vessel operating to or from the United States on
a regularly scheduled basis. Based on the foregoing and on the expected mode of our shipping
operations and other activities, we do not anticipate that any of our U.S.-source shipping income
will be “effectively connected” with the conduct of a U.S. trade or business.

United States Federal Income Taxation of Gain on Sale of Vessels

Regardless of whether we qualify for exemption under Section 883 of the Code, we will not
be subject to U.S. federal income taxation with respect to gain realized on a sale of a vessel,
provided the sale is considered to occur outside of the United States under U.S. federal income
tax principles. In general, a sale of a vessel will be considered to occur outside of the United
States for this purpose if title to the vessel, and risk of loss with respect to the vessel, pass to the
buyer outside of the United States. Itis expected that any sale of a vessel by us will be considered
to occur outside of the United States.

United States Federal Income Taxation of U.S. Holders

As used herein, the term “U.S. Holder” means a beneficial owner of common stock that
is an individual U.S. citizen or resident, a U.S. corporation or other U.S. entity taxable as a
corporation, an estate the income of which is subject to U.S. federal income taxation regardless
of its source, or a trust if a court within the United States is able to exercise primary jurisdiction
over the administration of the trust and one or more U.S. persons have the authority to control all
substantial decisions of the trust.
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If a partnership holds the common stock, the tax treatment of a partner will generally depend
upon the status of the partner and upon the activities of the partnership. If you are a partner in a
partnership holding the common stock, you are encouraged to consult your tax advisor.

Distributions

Subject to the discussion of the passive foreign investment company, or PFIC, rules
below, distributions made by us with respect to our common stock, other than certain pro-rata
distributions of our common stock, to a U.S. Holder will generally constitute dividends, which may
be taxable as ordinary income or “‘qualified dividend income” as described in more detail below, to
the extent of our current and accumulated earnings and profits, as determined under U.S. federal
income tax principles. Distributions in excess of our current and accumulated earnings and profits
will be treated first as a nontaxable return of capital to the extent of the U.S. Holder’s tax basis
in his common stock on a dollar-for-dollar basis and thereafter as capital gain. Because we are
not a United States corporation, U.S. Holders that are corporations will not be entitled to claim
a dividends-received deduction with respect to any distributions they receive from us. Dividends
paid with respect to our common stock will generally be treated as income from sources outside
the United States and will generally constitute “passive category income” or, in the case of certain
types of U.S. Holders, “general category income” for purposes of computing allowable foreign
tax credits for U.S. foreign tax credit purposes.

Dividends paid on our common stock to a U.S. Holder who is an individual, trust or estate,
which we refer to as a U.S. Individual Holder, will generally be treated as “qualified dividend
income” that is taxable to such U.S. Individual Holders at preferential tax rates, provided that
(1) the common stock is readily tradable on an established securities market in the United States
such as the Nasdaq Global Select Market, on which our common stock is traded; (2) we are
not a PFIC for the taxable year during which the dividend is paid or the immediately preceding
taxable year, as discussed below; (3) the U.S. Individual Holder has held the common stock
for more than 60 days in the 121-day period beginning 60 days before the date on which the
common stock becomes ex-dividend; and (4) the U.S. Individual Holder is not under an obligation
to make related payments with respect to positions in substantially similar or related property.

There is no assurance that any dividends paid on our common stock will be eligible for these
preferential rates in the hands of a U.S. Individual Holder. Any distributions out of earnings and
profits we pay which are not eligible for these preferential rates will be taxed as ordinary income
toa U.S. Individual Holder.

Special rules may apply to any “extraordinary dividend,” generally, a dividend paid by us in
an amount which is equal to or in excess of ten percent of a U.S. Holder’s adjusted tax basis,
or fair market value in certain circumstances, in a share of our common stock. If we pay an
“extraordinary dividend” on our common stock that is treated as “qualified dividend income,” then
any loss derived by a U.S. Individual Holder from the sale or exchange of such common stock will
be treated as long-term capital loss to the extent of such dividend.

Sale, Exchange or other Disposition of Common Stock

Subject to the discussion of the PFIC rules below, a U.S. Holder generally will recognize
taxable gain or loss upon a sale, exchange or other disposition of our common stock in an amount
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equal to the difference between the amount realized by the U.S. Holder from such sale, exchange
or other disposition and the U.S. Holder’s tax basis in such stock. A U.S. Holder’s tax basis in
the common stock generally will equal the U.S. Holder’s acquisition cost less any prior return
of capital. Such gain or loss will be treated as long-term capital gain or loss if the U.S. Holder’s
holding period is greater than one year at the time of the sale, exchange or other disposition and
will generally be treated as U.S.-source income or loss, as applicable, for U.S. foreign tax credit
purposes. A U.S. Holder’s ability to deduct capital losses is subject to certain limitations.

PFIC Status and Significant Tax Consequences

Special U.S. federal income tax rules apply to a U.S. Holder that holds stock in a foreign
corporation classified as a PFIC for U.S. federal income tax purposes. In general, we will be
treated as a PFIC with respect to a U.S. Holder if, for any taxable year in which such U.S. Holder
held our common stock, either:

- at least 75% of our gross income for such taxable year consists of passive income (e.g.,
dividends, interest, capital gains and rents derived other than in the active conduct of a rental
business), which we refer to as the income test; or

- atleast 50% of the average value of our assets during such taxable year produce, or are held for
the production of, passive income, which we refer to as the asset test.

For purposes of determining whether we are a PFIC, cash will be treated as an asset which
is held for the production of passive income. In addition, we will be treated as earning and
owning our proportionate share of the income and assets, respectively, of any of our subsidiary
corporations in which we own at least 25% of the value of the subsidiary’s stock. Income earned,
or deemed earned, by us in connection with the performance of services would not constitute
passive income. By contrast, rental income would generally constitute “passive income” unless
we were treated under specific rules as deriving our rental income in the active conduct of a trade
or business.

Our status as a PFIC will depend upon the operations of our vessels. Therefore, we can give
no assurances as to whether we will be a PFIC with respect to any taxable year. In making the
determination as to whether we are a PFIC, we intend to treat the gross income we derive or
are deemed to derive from the time chartering and voyage chartering activities of us or any of
our wholly owned subsidiaries as services income, rather than rental income. Correspondingly,
in the opinion of Seward & Kissel LLP, such income should not constitute passive income, and
the assets that we or our wholly owned subsidiaries own and operate in connection with the
production of such income, should not constitute passive assets for purposes of determining
whether we are a PFIC. There is substantial legal authority supporting this position consisting of
case law and IRS pronouncements concerning the characterization of income derived from time
charters and voyage charters as services income for other tax purposes. However, there is also
authority which characterizes time charter income as rental income rather than services income
for other tax purposes. In the absence of any legal authority specifically relating to the statutory
provisions governing PFICs, the IRS or a court could disagree with the opinion of Seward &
Kissel LLP. On the other hand, any income we derive from bareboat chartering activities will likely
be treated as passive income for purposes of the income test. Likewise, any assets utilized in
bareboat chartering activities will likely be treated as generating passive income for purposes of
the asset test.
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As discussed more fully below, if we were to be treated as a PFIC for any taxable year, a
U.S. Holder would be subject to different taxation rules depending on whether the U.S. Holder
makes an election to treat us as a “Qualified Electing Fund,” which election we refer to as a “QEF
election,” or a “mark-to-market” election with respect to the common stock. In addition, if we
are a PFIC, a U.S. Holder will be required to file with respect to taxable years ending on or after
December 31, 2013 IRS Form 8621 with the IRS.

Taxation of U.S. Holders Making a Timely QEF Election

If a U.S. Holder makes a timely QEF election, which U.S. Holder we refer to as an “Electing
Holder,” the Electing Holder must report each year for U.S. federal income tax purposes his pro
rata share of our ordinary earnings and our net capital gain, if any, for our taxable year that ends with
or within the taxable year of the Electing Holder, regardless of whether or not distributions were
received from us by the Electing Holder. The Electing Holder’s adjusted tax basis in the common
stock will be increased to reflect taxed but undistributed earnings and profits. Distributions of
earnings and profits that had been previously taxed will result in a corresponding reduction in
the adjusted tax basis in the common stock and will not be taxed again once distributed. An
Electing Holder would generally recognize capital gain or loss on the sale, exchange or other
disposition of our common stock. A U.S. Holder would make a QEF election with respect to any
year that we are a PFIC by filing IRS Form 8621 with his U.S. federal income tax return. After the
end of each taxable year, we will determine whether we were a PFIC for such taxable year. If we
determine or otherwise become aware that we are a PFIC for any taxable year, we will provide
each U.S. Holder with all necessary information, including a PFIC Annual Information Statement,
in order to allow such holder to make a QEF election for such taxable year.

Taxation of U.S. Holders Making a “Mark-to-Market” Election

Alternatively, if we were to be treated as a PFIC for any taxable year and, as we anticipate
will continue to be the case, our shares are treated as “marketable stock,” a U.S. Holder would
be allowed to make a “mark-to-market” election with respect to our common stock, provided the
U.S. Holder completes and files IRS Form 8621 in accordance with the relevant instructions and
related Treasury regulations. If that election is made, the U.S. Holder generally would include as
ordinary income in each taxable year the excess, if any, of the fair market value of the common
stock at the end of the taxable year over such holder’s adjusted tax basis in the common stock.
The U.S. Holder would also be permitted an ordinary loss in respect of the excess, if any, of the
U.S. Holder’s adjusted tax basis in the common stock over their fair market value at the end
of the taxable year, but only to the extent of the net amount previously included in income as a
result of the mark-to-market election. A U.S. Holder’s tax basis in his common stock would be
adjusted to reflect any such income or loss amount. Gain realized on the sale, exchange or other
disposition of our common stock would be treated as ordinary income, and any loss realized on
the sale, exchange or other disposition of the common stock would be treated as ordinary loss
to the extent that such loss does not exceed the net mark-to-market gains previously included by
the U.S. Holder.

Taxation of U.S. Holders Not Making a Timely QEF or Mark-to-Market Election
Finally, if we were to be treated as a PFIC for any taxable year, a U.S. Holder who has

not timely made a QEF or mark-to-market election for the first taxable year in which it holds
our common stock and during which we are treated as PFIC, whom we refer to as a “Non-
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Electing Holder,” would be subject to special rules with respect to (1) any excess distribution
(i.e., the portion of any distributions received by the Non-Electing Holder on our common stock
in a taxable year in excess of 125% of the average annual distributions received by the Non-
Electing Holder in the three preceding taxable years, or, if shorter, the Non-Electing Holder’s
holding period for the common stock), and (2) any gain realized on the sale, exchange or other
disposition of our common stock. Under these special rules:

- the excess distribution or gain would be allocated ratably to each day over the Non-Electing
Holders’ aggregate holding period for the common stock;

- theamountallocated to the current taxable year and any taxable year before we became a PFIC
would be taxed as ordinary income; and

- the amount allocated to each of the other taxable years would be subject to tax at the
highest rate of tax in effect for the applicable class of taxpayer for that year, and an interest
charge for the deemed tax deferral benefit would be imposed with respect to the resulting
tax attributable to each such other taxable year.

These adverse tax consequences would not apply to a pension or profit sharing trust or other
tax-exempt organization that did not borrow funds or otherwise utilize leverage in connection with
its acquisition of our common stock. In addition, if a Non-Electing Holder who is an individual dies
while owning our common stock, such holder’s successor generally would not receive a step-up
in tax basis with respect to such common stock.

U.S. Federal Income Taxation of Non-U.S. Holders

A beneficial owner of our common stock, other than a partnership or entity treated as a
partnership for U.S. Federal income tax purposes, that is not a U.S. Holder is referred to herein
as a Non-U.S. Holder.

Non-U.S. Holders generally will not be subject to U.S. federal income tax or withholding tax on
dividends received from us with respect to our common stock, unless that income is effectively
connected with the Non-U.S. Holder’s conduct of a trade or business in the United States.
In general, if the Non-U.S. Holder is entitled to the benefits of certain U.S. income tax treaties
with respect to those dividends, that income is taxable only if it is attributable to a permanent
establishment maintained by the Non-U.S. Holder in the United States.

Non-U.S. Holders generally will not be subject to U.S. federal income tax or withholding tax
on any gain realized upon the sale, exchange or other disposition of our common stock, unless:

- the gain is effectively connected with the Non-U.S. Holder’s conduct of a trade or business
in the United States. In general, if the Non-U.S. Holder is entitled to the benefits of certain
income tax treaties with respect to that gain, that gain is taxable only if it is attributable to a
permanente stablishment maintained by the Non-U.S. Holder in the United States; or

- the Non-U.S. Holder is an individual who is present in the United States for 183 days or more
during the taxable year of disposition and other conditions are met.
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If the Non-U.S. Holder is engaged in a U.S. trade or business for U.S. federal income tax
purposes, the income from the common stock, including dividends and the gain from the sale,
exchange or other disposition of the stock, that is effectively connected with the conduct of that
trade or business will generally be subject to regular U.S. federal income tax in the same manner
as discussed in the previous section relating to the taxation of U.S. Holders. In addition, if you
are a corporate Non-U.S. Holder, your earnings and profits that are attributable to the effectively
connected income, which are subject to certain adjustments, may be subject to an additional
branch profits tax at a rate of 30%, or at a lower rate as may be specified by an applicable U.S.
income tax treaty.

Backup Withholding and Information Reporting

In general, dividend payments, or other taxable distributions, made within the United States
to you will be subject to information reporting requirements. Such payments will also be subject
to backup withholding tax if you are a non-corporate U.S. Holder and you:

- fail to provide an accurate taxpayer identification number;

- are notified by the IRS that you have failed to report all interest or dividends required to be
shown on your U.S. federal income tax returns; or

- in certain circumstances, fail to comply with applicable certification requirements.

Non-U.S. Holders may be required to establish their exemption from information reporting
and backup withholding by certifying their status on an applicable IRS Form W-8.

If you sell your common stock through a U.S. office of a broker, the payment of the proceeds
is subject to both U.S. backup withholding and information reporting unless you certify that you
are anon-U.S. person, under penalties of perjury, or you otherwise establish an exemption. If you
sell your common stock through a non-U.S. office of a non-U.S. broker and the sales proceeds
are paid to you outside the United States then information reporting and backup withholding
generally will not apply to that payment. However, U.S. information reporting requirements, but
not backup withholding, will apply to a payment of sales proceeds, even if that payment is made
to you outside the United States, if you sell your common stock through a non-U.S. office of a
broker that is a U.S. person or has certain other contacts with the United States, unless you
certify that you are a non-U.S. person, under penalty of perjury, or you otherwise establish an
exemption.

Backup withholding is not an additional tax. Rather, you generally may obtain a refund of any
amounts withheld under the backup withholding rules that exceed your U.S. federal income tax
liability by timely filing a refund claim with the IRS.

U.S. Holders who are individuals (and to the extent specified in applicable Treasury
Regulations, certain U.S. entities) who hold “specified foreign financial assets” (as defined in
Section 6038D of the Code) are required to file IRS Form 8938 with information relating to the
asset for each taxable year in which the aggregate value of all such assets exceeds $75,000 at
any time during the taxable year or $50,000 on the last day of the taxable year (or such higher
dollar amount as prescribed by applicable Treasury Regulations). Specified foreign financial
assets would include, among other assets, our common stock, unless the common stock is held



ANNUAL REPORT 2015 |111

through an account maintained with a U.S. financial institution. Substantial penalties apply to
any failure to timely file IRS Form 8938, unless the failure is shown to be due to reasonable cause
and not due to willful neglect. Additionally, in the event a U.S. Holder who is an individual (and to
the extent specified in applicable Treasury regulations, a U.S. entity) that is required to file IRS
Form 8938 does not file such form, the statute of limitations on the assessment and collection of
U.S. federal income taxes of such holder for the related tax year may not close until three years
after the date that the required information is filed.

FE. Dividends and paying agents

Not Applicable.

G. Statement by experts

Not Applicable.
H. Documents on display

We file reports and other information with the SEC. These materials, including this annual
report and the accompanying exhibits, may be inspected and copied at the public reference
facilities maintained by the SEC at 100 F Street, N.E., Washington, D.C. 20549, or from the SEC’s
website http://www.sec.gov. You may obtain information on the operation of the public reference
room by calling 1 (800) SEC-0330 and you may obtain copies at prescribed rates.

1. Subsidiary information

Not Applicable.

Item 11. Quantitative and Qualitative Disclosures about
Market Risk

Interest Rates

Total interest incurred under our loan facilities and related interest rates during 2015, 2014
and 2013 were as follows:

2015 2014 2013
Interest expense (in millions of USD) $ 58 $ 59 $ 4.0
Weighted average interest rate (LIBOR plus margin) 3.65% 3.91% 3.49%
. . . . 3.09% to 3.25%to 2.94% to
Interest rates range during the year (LIBOR including margin) 5 20% 517% 518%

An average increase of 1% in 2015 interest rates would have resulted in interest expenses of
$7.6 million, instead of $5.8 million, an increase of about 31%.
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As of December 31, 2015, we had $144.7 million of principal debt outstanding with RBS and
$48.8 million of principal debt outstanding with DSI, and we expect to incur additional debt in
the future. We expect to manage any exposure in interest rates through our regular operating
and financing activities and, when deemed appropriate, through the use of derivative financial
instruments.

Currency and Exchange Rates

We generate all of our revenues in U.S. dollars, but currently incur approximately half of our
operating expenses (around 49% in 2015 and 60% in 2014) and about half of our general and
administrative expenses (around 50% in 2015 and 51% in 2014) in currencies other than the U.S.
dollar, primarily the Euro. For accounting purposes, expenses incurred in Euros are converted
into U.S. dollars at the exchange rate prevailing on the date of each transaction. The amount and
frequency of some of these expenses, such as vessel repairs, supplies and stores, may fluctuate
from period to period. Since approximately 2002, the U.S. dollar has depreciated against the
Euro. Depreciation in the value of the dollar relative to other currencies increases the dollar
cost to us of paying such expenses. The portion of our expenses incurred in other currencies
could increase in the future, which could expand our exposure to losses arising from currency
fluctuations.

While we 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 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.
Currently, we do not consider the risk from exchange rate fluctuations to be material for our
results of operations and therefore, we are not engaged in derivative instruments to hedge part
of those expenses.

Item 12. Description of Securities Other than Equity
Securities

Not Applicable.

PART Il

Item 13. Defaults, Dividend Arrearages and Delinquencies

None.

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

None.
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Item 15. Controls and Procedures

A. Disclosure Controls and Procedures

Management, including our Chief Executive Officer and Chief Financial Officer, has conducted
an evaluation of the effectiveness of our disclosure controls and procedures, as defined in Rules
13a-15(e) and 15d-15(e) under the Exchange Act, as of the end of the period covered by this
report. Based upon that evaluation, our Chief Executive Officer and Chief Financial Officer have
concluded that our disclosure controls and procedures are effective to ensure that information
required to be disclosed by the Company in the reports that it files or submits to the SEC under
the Exchange Act is recorded, processed, summarized and reported within the time periods
specified in SEC rules and forms.

B. Management’s Annual Report on Internal Control over Financial
Reporting

Management is responsible for establishing and maintaining adequate internal control over
financial reporting, as such term is defined in Rule 13a-15(f) of the Exchange Act. The Company’s
internal control over financial reporting is a process designed under the supervision of the
Company’s Chief Executive Officer and Chief Financial Officer to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of the Company’s financial
statements for external reporting purposes in accordance with U.S. GAAP.

Management has conducted an assessment of the effectiveness of the Company’s internal
control over financial reporting based on the framework established in Internal Control —
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (2013 Framework). Based on this assessment, management has determined that
the Company’s internal control over financial reporting as of December 31, 2015 is effective.

The registered public accounting firm that audited the financial statements included in this
annual report containing the disclosure required by this Item 15 has issued an attestation report
on management’s assessment of our internal control over financial reporting.

C. Attestation Report of Independent Registered Public Accounting Firm

The attestation report on the Company’s internal control over financial reporting issued by the
registered public accounting firm that audited the Company’s consolidated financial statements,
Ernst Young (Hellas) Certified Auditors Accountants S.A., appears on page F-3 of the financial
statements filed as part of this annual report.

D. Changes in Internal Control over Financial Reporting

None.
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Inherent Limitations on Effectiveness of Controls

Our management, including our Chief Executive Officer and our Chief Financial Officer, does
not expect that our disclosure controls or our internal control over financial reporting will prevent
or detect all error and all fraud. A control system, no matter how well designed and operated,
can provide only reasonable, not absolute, assurance that the control system’s objectives
will be met. Further, because of the inherent limitations in all control systems, no evaluation of
controls can provide absolute assurance that misstatements due to error or fraud will not occur
or that all control issues and instances of fraud, if any, within the Company have been detected.
These inherent limitations include the realities that judgments in decision-making can be faulty
and that breakdowns can occur because of simple error or mistake. Controls can also be
circumvented by the individual acts of some persons, by collusion of two or more people, or
by management override of the controls. The design of any system of controls is based in part
on certain assumptions about the likelihood of future events, and there can be no assurance
that any design will succeed in achieving its stated goals under all potential future conditions.
Projections of any evaluation of controls effectiveness to future periods are subject to risks. Over
time, controls may become inadequate because of changes in conditions or deterioration in the
degree of compliance with policies or procedures.

Item 16A. Audit Committee Financial Expert

Mr. John Evangelou serves as the Chairman of the Company’s Audit Committee. Our board
of directors has determined that Mr. Evangelou qualifies as an “audit committee financial expert”
and is “independent” according to SEC rules.

Item 16B. Code of Ethics

We have adopted a code of ethics that applies to officers, directors, employees and agents.
Our code of ethics is posted on our website, http://www.dcontainerships.com, under “About Us
- Code of Ethics.” Copies of our Code of Ethics are available in print, free of charge, upon request
to Diana Containerships Inc., Pendelis 18, 175 64 Palaio Faliro, Athens, Greece. We intend to
satisfy any disclosure requirements regarding any amendment to, or waiver from, a provision of
this Code of Ethics by posting such information on our website.

Item 16C. Principal Accountant Fees and Services

A. Audit Fees

Our principal accountants, Ernst and Young (Hellas), Certified Auditors Accountants S.A.,
have billed us for audit services.

Audit fees in 2015 amounted to Euro 199,500 or about $220,000 and in 2014 amounted to
Euro 198,750 or about $271,000 and relate to audit services provided in connection with the audit
and AU 722 interim reviews of our consolidated financial statements, the audit of internal control
over financial reporting as well as audit services performed in connection with the Company’s
registration statements.
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B. Audit-Related Fees
None.
C. Tax Fees

None.

D. All Other Fees

None.
E. Audit Committee’s Pre-Approval Policies and Procedures

Our Audit Committee is responsible for the appointment, replacement, compensation,
evaluation and oversight of the work of our independent auditors. As part of this responsibility, the
Audit Committee pre-approves all audit and non-audit services performed by the independent
auditors in order to assure that they do not impair the auditor’s independence from the Company.
The Audit Committee has adopted a policy which sets forth the procedures and the conditions
pursuant to which services proposed to be performed by the independent auditors may be pre-
approved.

FE Audit Work Performed by Other Than Principal Accountant if
Greater Than 50%

Not applicable.

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

Not applicable.

Item 16E. Purchases of Equity Securities by the Issuer
and Affiliated Purchasers

Not applicable.
Item 16F. Change in Registrant’s Certifying Accountant
Not applicable.

Item 16G. Corporate Governance

We have certified to Nasdaq that our corporate governance practices are in compliance
with, and are not prohibited by, the laws of the Republic of the Marshall Islands. Therefore, we are
exempt from many of Nasdaq’s corporate governance practices other than the requirements
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regarding the disclosure of a going concern audit opinion, submission of a listing agreement,
notification to Nasdaq of non-compliance with Nasdaq corporate governance practices,
prohibition on disparate reduction or restriction of shareholder voting rights, and the
establishment of an audit committee satisfying Nasdaq Listing Rule 5605(c)(3) and ensuring
that such audit committee’s members meet the independence requirement of Listing Rule
5605(c)(2)(A)(ii). The practices we follow in lieu of Nasdaq’s corporate governance rules
applicable to U.S. domestic issuers are as follows:

- As aforeign private issuer, we are not required to have an audit committee comprised
of at least three members. Our audit committee is comprised of two members;

- As a foreign private issuer, we are not required to adopt a formal written charter or board
resolution addressing the nominations process. We do not have a nominations committee,
nor have we adopted a board resolution addressing the nominations process;

- As a foreign private issuer, we are not required to hold regularly scheduled board meetings
at which only independent directors are present;

- Inlieu of obtaining shareholder approval prior to the issuance of designated securities, we will
comply with provisions of the Marshall Islands Business Corporations Act, which allows the
Board of Directors to approve share issuances;

- As a foreign private issuer, we are not required to solicit proxies or provide proxy
statements to Nasdaq pursuant to Nasdaq corporate governance rules or Marshall
Islands law. Consistent with Marshall Islands law and as provided in our bylaws, we
will notify our shareholders of meetings between 15 and 60 days before the meeting.
This notification will contain, among other things, information regarding business to be
transacted at the meeting. In addition, our bylaws provide that shareholders must give us
between 150 and 180 days advance notice to properly introduce any business at a
meeting of shareholders.

Otherthan as noted above, we are in compliance with all other Nasdaq corporate governance
standards applicable to U.S. domestic issuers.

Item 16H. Mine Safety Disclosure

Not applicable.

PART IlI

Item 17. Financial Statements
See Item 18.

Item 18. Financial Statements

The financial statements required by this Item 18 are filed as a part of this annual report
beginning on page F-1
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Item 19. Exhibits

(@) Exhibits

Exhibit Number Description

11 Amended and Restated Articles of Incorporation of the Company (1)

12 Amended and Restated Bylaws of the Company (2)

21 Form of Share Certificate (3)

22 Statement of Designations of Rights, Preferences and Privileges of Series A Participating
Preferred Stock of Diana Containerships Inc., dated August 2, 2010 (4)

41 Registration Rights Agreement dated April 6, 2010 (5)

4.2 Stockholders Rights Agreement dated August 2, 2010 (6)

43 Amendment No. 1 to Stockholders Rights Agreement dated August 2, 2010 by and
between the Company and Computershare Inc., dated July 28, 2014 (7)

4.4 2012 Amended and Restated Equity Incentive Plan (8)

45 2015 Equity Incentive Plan

4.6 Administrative Services Agreement with UOT (9)

47 Broker Services Agreement, dated April 9, 2014, by and between the Company and
Diana Enterprises Inc. (10)

4.8 Amendment to Broker Services Agreement, dated April 9, 2014, by and between the
Company and Diana Enterprises Inc., dated July 28, 2014 (11)

4.9 Broker Services Agreement, dated April 1, 2015, by and between the Company and
Diana Enterprises Inc.

410 Form of Vessel Management Agreement with UOT (12)

411 Amended and Restated Non-Competition Agreement with Diana Shipping Inc. (13)

412 Loan Agreement, dated May 20, 2013, by and between Eluk Shipping Company Inc. and
Diana Shipping Inc. (14)

413 First Amendment to Loan Agreement dated May 20, 2013 among Diana Shipping Inc.,
Eluk Shipping Company Inc. and the Company, dated July 28, 2014 (15)

414 Second Amendment to Loan Agreement dated May 20, 2013 among Diana Shipping
Inc., Eluk Shipping Company Inc. and the Company, dated September 9, 2015

415 Memorandum of Agreement for m/v Maersk Madlrid (16)

416 Addendum No. 1 to the Memorandum of Agreement for m/v Maersk Madirid (17)

417 Memorandum of Agreement for m/v Maersk Malacca (18)

418 Memorandum of Agreement for m/v Maersk Merlion (19)

419 Memorandum of Agreement for m/v Cap San Raphael (20)

4.20 Memorandum of Agreement for m/v Cap San Marco (21)

4.21 Memorandum of Agreement for m/v APL Sardonyx (22)

4.22 Memorandum of Agreement for m/v APL Spinel(23)

4.23 Memorandum of Agreement for m/v APL Garnet (24)

4.24 Memorandum of Agreement for m/v Hanjin Malta (25)
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4.25 Memorandum of Agreement for m/v Puelo (26)

4.26 Memorandum of Agreement for m/v Pucon (27)

4.27 Registration Rights Agreement dated June 15, 2011(28)

4.28 Share Purchase Agreement dated June 9, 2011(29)

4.29 Securities Purchase Agreement, dated July 28, 2014 (30)

4.30 Registration Rights Agreement, dated July 28, 2014 (31)

431 Loan Agreement with Royal Bank of Scotland plc, dated September 10, 2015
81 List of Subsidiaries

121 Rule 13a-14(a)/15d-14(a) Certification of Chief Executive Officer

12.2 Rule 13a-14(a)/15d-14(a) Certification of Chief Financial Officer

Certification of Chief Executive Officer pursuant to 18 U.S.C. Section 1350,

ol as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
132 Certification of Chief Financial Officer pursuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
151 Consent of independent registered public accounting firm
101 The following financial information from Diana Containerships Inc.’s Annual

Report on Form 20-F for the fiscal year ended December 31, 2015, formatted
in Extensible Business Reporting Language (XBRL): (1) Consolidated Balance
Sheets as at December 31, 2015 and 2014; (2) Consolidated Statements of
Operations for the years ended December 31, 2015, 2014 and 2013; (3) Consolidated
Statements of Comprehensive Income / (Loss) for the years ended December 31,
2015, 2014 and 2013; (4) Consolidated Statements of Stockholders’ Equity for the
years ended December 31, 2015, 2014 and 2013; (5) Consolidated Statements of
Cash Flows for the years ended December 31, 2015, 2014 and 2013; and
(6) Notes to Consolidated Financial Statements.

(1) Filed as Exhibit 3.1 to the Company’s Registration Statement on Form F-4 (File No. 333-169974)
on October 15, 2010.

(2) Filed as Exhibit 3.2 to the Company’s Registration Statement on Form F-4 (File No. 333-169974)
on October 15, 2010.

(3) Filed as Exhibit 4.1 to the Company’s Registration Statement on Form F-4 (File No. 333-169974)
on October 15, 2010.

(4) Filed as Exhibit 4.4 to the Company’s Registration Statement on Form F-4 (File No. 333-169974)
on October 15, 2010.

(5) Filed as Exhibit 4.2 to the Company’s Registration Statement on Form F-4 (File No. 333-169974)
on October 15, 2010.

(6) Filed as Exhibit 4.3 to the Company’s Registration Statement on Form F-4 (File No. 333-169974)
on October 15, 2010.

(7) Filed as Exhibit 99.3 to the Company’s Current Report on Form 6-K on July 30, 2014.

(8) Filed as Exhibit 4.4 to the Company’s Annual Report on Form 20-F on February 23, 2012.
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(9) Filed as Exhibit 4.8 to the Company’s Annual Report on Form 20-F on March 26, 2014.

(10) Filed as Exhibit 99.6 to the Company’s Current Report on Form 6-K on July 30, 2014.

(112) Filed as Exhibit 99.7 to the Company’s Current Report on Form 6-K on July 30, 2014.

(12) Filed as Exhibit 4.11 to the Company’s Annual Report on Form 20-F on March 26, 2014.
(13) Filed as Exhibit 4.12 to the Company’s Annual Report on Form 20-F on March 26, 2014.
(14) Filed as Exhibit 4.20 to the Company’s Annual Report on Form 20-F on March 26, 2014.
(15) Filed as Exhibit 99.5 to the Company’s Current Report on Form 6-K on July 30, 2014.

(16) Filed as Exhibit 10.8 to the Company’s Registration Statement on Form F-1 on May 9, 2011
(17) Filed as Exhibit 10.9 to the Company’s Registration Statement on Form F-1 on May 9, 2011.
(18) Filed as Exhibit 10.10 to the Company’s Registration Statement on Form F-1 on May 9, 2011.
(19) Filed as Exhibit 10.11 to the Company’s Registration Statement on Form F-1 on May 9, 2011.
(20) Filed as Exhibit 4.16 to the Company’s Annual Report on Form 20-F on February 23, 2012.
(21) Filed as Exhibit 4.17 to the Company’s Annual Report on Form 20-F on February 23, 2012.
(22) Filed as Exhibit 4.18 to the Company’s Annual Report on Form 20-F on February 23, 2012.
(23) Filed as Exhibit 4.19 to the Company’s Annual Report on Form 20-F on February 23, 2012.
(24) Filed as Exhibit 4.20 to the Company’s Annual Report on Form 20-F on February 20, 2013.
(25) Filed as Exhibit 4.21 to the Company’s Annual Report on Form 20-F on February 20, 2013.
(26) Filed as Exhibit 4.30 to the Company’s Annual Report on Form 20-F on March 26, 2014.
(27) Filed as Exhibit 4.31 to the Company’s Annual Report on Form 20-F on March 26, 2014.
(28) Filed as Exhibit 4.14 to the Company’s Annual Report on Form 20-F on June 28, 2011

(29) Filed as Exhibit 4.15 to the Company’s Annual Report on Form 20-F on June 28, 2011

(30) Filed as Exhibit 99.1 to the Company’s Current Report on Form 6-K on July 30, 2014.

(31) Filed as Exhibit 99.2 to the Company’s Current Report on Form 6-K on July 30, 2014.
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SIGNATURES

The registrant hereby certifies that it meets all of the requirements for filing on Form 20-F and
that it has duly caused and authorized the undersigned to sign this annual report on its behalf.

DIANA CONTAINERSHIPS INC.

By: /s/ Andreas Michalopoulos
Andreas Michalopoulos
Chief Financial Officer and Treasurer

Dated: March 21, 2016
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REPORT OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM

The Board of Directors and Stockholders of Diana Containerships Inc.

We have audited the accompanying consolidated balance sheets of Diana Containerships
Inc. as of December 31, 2015 and 2014, and the related consolidated statements of operations,
comprehensive income/ (loss), stockholders’ equity and cash flows for each of the three years
in the period ended December 31, 2015. These financial statements are the responsibility of
the Company’s management. Our responsibility is to express an opinion on these financial
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 financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting
the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the consolidated financial position of Diana Containerships Inc. at December 31, 2015 and 2014,
and the consolidated results of its operations and its cash flows for each of the three years in
the period ended December 31, 2015, in conformity with U.S. generally accepted accounting
principles.

We also have audited, in accordance with the standards of the Public Company
Accounting Oversight Board (United States), Diana Containerships Inc.’s internal control over
financial reporting as of December 31, 2015, based on criteria established in Internal Control-
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (2013 framework) and our report dated March 21, 2016 expressed an unqualified
opinion thereon.

/s/ Ernst & Young (Hellas) Certified Auditors Accountants S.A.

Athens, Greece
March 21, 2016
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REPORT OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM

The Board of Directors and Stockholders of Diana Containerships Inc.

We have audited Diana Containerships Inc.’s internal control over financial reporting as of
December 31, 2015, based on criteria established in Internal Control - Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission (2013
framework) (the COSO criteria). Diana Containerships Inc.’s management is responsible
for maintaining effective internal control over financial reporting, and for its assessment of
the effectiveness of internal control over financial reporting included in the accompanying
Management’s Annual Report on Internal Control over Financial Reporting. Our responsibility
is to express an opinion on the company’s internal control over financial reporting 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 effective internal control
over financial reporting was maintained in all material respects. Our audit included obtaining
an understanding of internal control over financial reporting, assessing the risk that a material
weakness exists, testing and evaluating the design and operating effectiveness of internal
control based on the assessed risk, and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion.

A company’s internal control over financial reporting is a process designed to provide
reasonable assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles.
A company’s internal control over financial reporting includes those policies and procedures that
(1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect
the transactions and dispositions of the assets of the company; (2) provide reasonable assurance
that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures
of the company are being made only in accordance with authorizations of management and
directors of the company; and (3) provide reasonable assurance regarding prevention or timely
detection of unauthorized acquisition, use or disposition of the company’s assets that could have
a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or
detect misstatements. Also, projections of any evaluation of effectiveness to future periods are
subject to the risk that controls may become inadequate because of changes in conditions, or
that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, Diana Containerships Inc. maintained, in all material respects, effective internal
control over financial reporting as of December 31, 2015, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting
Oversight Board (United States), the consolidated balance sheets of Diana Containerships Inc.
as of December 31, 2015 and 2014, and the related consolidated statements of operations,
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Consolidated Balance Sheets as at December 31, 2015 and 2014
(Expressed in thousands of U.S. Dollars, except for share and per share data)
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2015

ASSETS

CURRENT ASSETS:

Cash and cash equivalents $ 29,388 $ 82,003

Accounts receivable, trade 753 691

Inventories 3,704 2,307

Prepaid expenses and other assets 1,069 845

Restricted cash, current - 600
Total current assets 34,914 86,446

FIXED ASSETS:

Vessels (Note 4) 421,903 333,078

Accumulated depreciation (Note 4) (37,354) (26,984)
Vessels’ net book value (Note 4) 384,549 306,094

Property and equipment, net (Note 5) 987 1,089
Total fixed assets 385,536 307183

Deferred charges, net 2,475 -

Restricted cash, non-current (Note 7) 9,000 9,270

Prepaid charter revenue (Note 6) 3,798 6,364
Total assets $ 435,723 $ 409,263

LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABILITIES:

Current portion of long-term bank debt, net of unamortized

deferred financing costs (Note 7) $ 14,897 $ 5,804

Related party financing, current (Note 3) 5,000 -

Accounts payable, trade and other 2,707 1,807

Due to related parties, current (Note 3) 105 136

Accrued liabilities 1,341 1,052

Deferred revenue, current (Note 8) 647 491
Total current liabilities 24,697 9,290

Long-term portion of bank debt, net of unamortized deferred

financing costs (Note 7) 127,781 92,494

Related party financing, non-current (Note 3) 43,950 50,867

Other liabilities, non-current 121 169

Commitments and contingencies (Note 9)

STOCKHOLDERS’ EQUITY:

Preferred stock, $0.01 par value; 25,000,000 shares authorized,

none issued

Common stock, $0.01 par value; 500,000,000 shares authorized,;

73,890,581 and 73,158,991 issued and outstanding as at

December 31, 2015 and 2014, respectively (Note 10) 739 731

Additional paid-in capital (Note 10) 373117 372,197

Other comprehensive income / (l0ss) 5 (68)

Accumulated deficit (134,687) (116,417)
Total stockholders’ equity 239,174 256,443
Total liabilities and stockholders’ equity $ 435,723 $ 409,263

The accompanying notes are an integral part of these consolidated financial statements.
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DIANA CONTAINERSHIPS INC.

Consolidated Statements of Operations
For the years ended December 31, 2015, 2014 and 2013

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

2015 2014
REVENUES:
Time charter revenues (Note 1) $ 70,746 $ 65,678 $ 74,337
Prepaid charter revenue amortization (Note 6) (8,566) (11,610) (20,322)
Time charter revenues, net 62,180 54,068 54,015
EXPENSES:
Voyage expenses (Note 11) 2,619 332 705
Vessel operating expenses (Note 11) 35,847 26,559 30,870
Depreciation and amortization of deferred
charges (Note 4) 13,140 10,309 11,070
Management fees - - 305
General and administrative expenses (Note 3) 6,194 6,306 5,059
Impairment losses (Note 4) 6,607 - 42,323
Loss on vessels’ sale (Note 4) 8,300 695 16,481
Foreign currency losses / (gains) (55) 17 66
Operating income / (loss) $ (10,472) $ 9,850 $ (52,864)
OTHER INCOME/(EXPENSES)
Interest and finance costs (Notes 3, 7and 12) $ (7166) $ (6,746) $ (4,554)
Interest income 107 134 72
Total other expenses, net $ (7,059) $ 6,612) $ (4,482)
Net income / (loss) $ (17,531) $ 3,238 $ (57,346)

Earnings/ (loss) per common share,
basic and diluted (Note 13) $ (0.24) $ 0.06 $ (173)

Weighted average number of common
shares, basic and diluted (Note 13) 72,876,441 51,645,071 33,159,328

DIANA CONTAINERSHIPS INC.

Consolidated Statements of Comprehensive Income / (Loss)
For the years ended December 31, 2015, 2014 and 2013

(Expressed in thousands of U.S. Dollars)

Net income / (loss) $ (17,531 $ 3,238 $ (57,346)
Other comprehensive income / (loss)

(Actuarial gain / (loss)) 73 (68)

Comprehensive income / (loss) $ (17,458) $ 3170 $ (57,346)

The accompanying notes are an integral part of these consolidated financial statement
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DIANA CONTAINERSHIPS INC.

Consolidated Statements of Stockholders’ Equity
For the years ended December 31, 2015, 2014 and 2013

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

Common Stock

Additional Other
# of Par Paid-in  Comprehensive Accumulated
Shares Value Capital  Income/ (Loss) Deficit
Balance, December 31, 2012 32191964 $ 322 $ 263537 $ - $ (25101) $ 238,758
- Net loss (57,346) (57,346)
- Issuance of common stock,
net of issuance costs 2,859,603 28 12,328 12,356
- Compensation cost on
restricted stock (Note 10) 371 371
- Dividends declared and paid
(at $0.30, $0.30, $0.15 and
$0.15 per share) (Note 13) (29,674) (29,674)
Balance, December 31, 2013 35,051,567 $ 350 $ 276,236 -$  (112121) $ 164,465
- Netincome 3,238 3,238
- Issuance of common stock,
net of issuance costs 37,745,982 377 95,624 96,001
- Issuance of restricted stock
and compensation cost on
restricted stock (Note 10) 361,442 4 337 341
- Actuarial loss (68) (68)
- Dividends declared and paid
(at $0.15, $0.05, $0.0025 and
$0.0025 per share) (Note 13) (7,534) (7,534)
Balance, December 31, 2014 73158991 $ 731 $ 372197 (68) $ (116,417) $ 256,443
- Net loss (17,531) (17,531)
- Issuance of restricted stock
and compensation cost on
restricted stock (Note 10) 731,590 8 920 928
- Actuarial gain 73 73
- Dividends declared and paid
(at $0.0025, $0.0025,
$0.0025 and $0.0025
per share) (Note 13) (739) (739)
Balance, December 31, 2015 73,890,581 $ 739 $ 373117 5% (134,687) $ 239174

The accompanying notes are an integral part of these consolidated financial statements.
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DIANA CONTAINERSHIPS INC.

Consolidated Statements of Cash Flows
For the years ended December 31, 2015, 2014 and 2013

(Expressed in thousands of U.S. Dollars)

Cash Flows provided by Operating Activities:
Netincome / (loss) $ (17,531) $ 3,238 $ (57,346)

Adjustments to reconcile netincome/ (loss) to net cash
provided by operating activities:

Depreciation and amortization of deferred charges (Note 4) 13,140 10,309 11,070
Amortization of deferred financing costs (Note 12) 268 196 197
Amortization of deferred revenue (Note 8) (50) (221) (207)
Amortization of prepaid charter revenue (Note 6) 8,566 11,610 20,322
Impairment losses (Note 4) 6,607 - 42,323
Loss on vessels’ sale (Note 4) 8,300 695 16,481
Compensation cost on restricted stock awards (Note 10) 928 341 371
Actuarial gain / (loss) 73 (68)
(Increase) / Decrease in:
Accounts receivable, trade (62) (157) (329)
Inventories (1,397) (343) 1,242
Prepaid expenses and other assets (487) (714) (362)
Increase / (Decrease) in:

Accounts payable, trade and other 900 68 (933)
Due to related parties 604 600 (254)
Accrued liabilities 289 154 (619)
Deferred revenue 206 (3120) (406)
Other liabilities (48) 89 80
Drydock costs (2,861) - -
Net Cash provided by Operating Activities $ 17,445 $ 25,487 $ 31,740
Cash Flows used in Investing Activities:

Vessel acquisitions and other vessel costs (Note 4) (113,020) (60,379) (107,864)
Proceeds from sale of vessels, net of expenses 7,045 8,784 33,665
Acquisition of time charter (Note 6) (6,000) - (8,500)
Land acquisition (Note 5) - (871) -
Property and equipment additions (39) (29) (421)
Insurance settlements 263 859 1,457
Net Cash used in Investing Activities $ (11,751) $ (51,636) $ (81,663)

Cash Flows provided by Financing Activities:

Proceeds from long term debt from a related party (Note 3) - - 50,000
Proceeds from long term bank debt (Note 7) 148,000 - 6,000
Repayments / prepayments of long term debt (Note 7) (103,263) - -
Issuance of common stock, net of issuance costs - 96,001 12,356
Payments of financing costs (Notes 3 and 7) (3,177)

Cash dividends (Note 13) (739) (7,534) (29,674)
Changes in restricted cash 870 - (600)
Net Cash provided by Financing Activities $ (41,691) $ 88,467 $ 38,082
Net increase/ (decrease) in cash and cash equivalents $ (52,615) $ 62,318 $ (11,841)
Cash and cash equivalents at beginning of period $ 82,003 $ 19,685 $ 31,526
Cash and cash equivalents at end of period $ 29,388 $ 82,003 $ 19,685

SUPPLEMENTAL CASH FLOW INFORMATION
Cash paid during the year for Interest payments,
net of amounts capitalized $ 5571 $ 6,106 $ 3,783

The accompanying notes are an integral part of these consolidated financial statements.
F-8
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DIANA CONTAINERSHIPS INC.
Notes to Consolidated Financial Statements
December 31, 2015

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

1. General Information

The accompanying consolidated financial statements include the accounts of Diana
Containerships Inc. (“DCI") and its wholly-owned subsidiaries (collectively, the “Company”).
Diana Containerships Inc. was incorporated on January 7, 2010 under the laws of the Republic of
Marshall Islands for the purpose of engaging in any lawful act or activity under the Marshall Islands
Business Corporations Act.

The Company is engaged in the seaborne transportation industry through the ownership of
containerships and operates its fleet through Unitized Ocean Transport Limited, a wholly-owned
subsidiary. As at December 31, 2015, the Company was the sole owner of all outstanding shares
of the following subsidiaries:

Place of

Date Date Date
Incorporation EY

a/a Company built acquired sold

Vessel Flag

Vessel Owning Subsidiaries - Panamax Vessels

1 Likiep Shipping Company Inc. 'Y;?arf]g%‘” Sagitta 'Y's?éﬁr&%" 3,426 Jun-10 Jun-10
2 Oranginalnc. 'Y's?éfféi" Centaurus l\lﬂs?z;?]g%” 3,426 Jul-10  Jul-10
3 gg’ﬁ;&ﬁﬁmg’_pmg Marshall - capDomingo  MaShAl 3739 Mar01  Feb-12
4 Utirik Shipping Company Inc. ﬂ?&ﬁr&'?,” Cap Doukato l\l/lsél‘;rggl 3,739 Feb-02 Feb-12
5 Dud Shipping Companync.  Marshal - Sgﬁg‘g‘:mma) Marshal 5,042 May-05 Nov-14
6 E?\Ia(?tg i;ﬂpping G, 'Y;?;ﬁg%” YM Los Angeles '\l’é?éﬁt}%” 4,923 Dec-06 Apr-15
7 mg%g f)h‘pping Companync.  Marshall v\ New gersey  MarSHal 4,923 Nov-06  Apr-15

Vessel Owning Subsidiaries - Post-Panamax Vessels

8 Eluk Shipping Company Inc. 'Y;?;ﬁg@l Puelo 'ﬂ?;ﬁr&i" 6,541 Nov-06 Aug-13
9 Oruk Shipping Company Inc. “(;?;ﬁg%” Pucon 'Y;?;ﬁg%” 6,541 Aug-06 Sep-13
10 Delap Shipping Company Inc. '\lg?;ﬁgg” (ex %ﬁﬁgrch) '\l/ls?éﬁg%” 5,576 May-04 Sep-14
11 Jabor Shipping Company Inc. '\lﬂs?;f]g%” (ex\?l&leg:eat) '\l/é?éﬁr&i" 5576 Apr-04 Oct-14
12 m%(élé%hipping IR [ '\Il.l,?;ﬁgin Rotterdam 'Y;?;zgg” 6,494 Jul-08 Sep-15
13 Lan ﬁ[)f‘eh})’pi”g Company el Hamburg ~ Marshal 6 494 Mar09  Nov-15

Vessel Owning Subsidiaries - Sold Vessels

; Marshall Garnet Marshall
14 LemonginaInc. (Note 4) ek (ex Apl Gamet) SR 4,729 Aug-95 Nov-12 Sep-15
Nauru Shipping Company Inc. ~ Marshall o Marshall i 5 i
15 (Notes 4 and 16) SR Hanjin Malta SR 4,024 Jan-93 Mar-13 Feb-16
Other Subsidiaries
16 Ynitized Ocean Marshall Management
Transport Limited Islands company
; : Delaware-  Company’s US
17 Container Carriers (USA) LLC USA representative
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DIANA CONTAINERSHIPS INC.
Notes to Consolidated Financial Statements
December 31, 2015

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

Until September 2015, the Company was also the sole owner of all outstanding shares of the
companies Ralik Shipping Company Inc., Mili Shipping Company Inc., Ebon Shipping Company
Inc., Mejit Shipping Company Inc. and Micronesia Shipping Company Inc., owners of the vessels
Madrid, Malacca, Merlion, Sardonyx and Spinel, respectively, which were sold from April 2013 to
February 2014. Following the disposal of the vessels, the ship-owning companies were dissolved
in September 2015 and accordingly, they are no longer consolidated in the financial statements
of the Company.

Unitized Ocean Transport Limited (the “Manager” or “UOT?”), was established
for the purpose of providing the Company and its vessels with management and administrative
services, effective March 1, 2013. Pursuant to the management agreements, UOT receives
a fixed commission of 2% on the gross charter hire and freight earned by each vessel plus a
technical management fee of $15 per vessel per month for employed vessels and $8 per vessel
per month for laid-up vessels, if any. In addition, pursuant to the administrative agreement, UOT
receives a fixed monthly fee of $10. The management and administrative fees payable to UOT
are eliminated in consolidation as intercompany transactions.

Container Carriers (USA) LLC (“Container Carriers”), was established in July 2014
in the State of Delaware, USA, to act as the Company’s authorized representative in the United
States.

During 2015, 2014 and 2013, charterers that accounted for more than 10% of the Company’s
hire revenues were as follows:

Charterer 2013
A 25%

B 10% 25% 23%
© 24% 31%

D 11% - 16%
E 17% 38%
F 13% 14% 10%

2. Significant Accounting Policies and Recent Accounting Pronouncements

(a) Principles of Consolidation: The accompanying consolidated financial statements
have been prepared in accordance with U.S. generally accepted accounting principles and
include the accounts of Diana Containerships Inc. and its wholly-owned subsidiaries referred to
in Note 1 above. All significant intercompany balances and transactions have been eliminated
upon consolidation.
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DIANA CONTAINERSHIPS INC.
Notes to Consolidated Financial Statements
December 31, 2015

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

(b) Use of Estimates: The preparation of consolidated financial statements in conformity
with U.S. generally accepted accounting principles requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the consolidated financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

(c) Other Comprehensive Income / (loss): The Company follows the provisions of
Accounting Standard Codification (ASC) 220, “Comprehensive Income”, which requires separate
presentation of certain transactions, which are recorded directly as components of stockholders’
equity. The Company presents Other Comprehensive Income / (Loss) in a separate statement
according to ASU 2011-05.

(d) Foreign Currency Translation: The functional currency of the Company is the
U.S. Dollar because the Company operates its vessels in international shipping markets, and
therefore, primarily transacts business in U.S. Dollars. The Company’s accounting records are
maintained in U.S. Dollars. Transactions involving other currencies during the years presented
are converted into U.S. Dollars using the exchange rates in effect at the time of the transactions.
At the balance sheet dates, monetary assets and liabilities which are denominated in other
currencies are translated into U.S. Dollars at the period-end exchange rates. Resulting gains or
losses are reflected separately in the accompanying consolidated statements of operations.

(e) Cash and Cash Equivalents: The Company considers highly liquid investments
such as time deposits, certificates of deposit and their equivalents with an original maturity of
three months or less to be cash equivalents.

(f) Restricted Cash: Restricted cash includes minimum cash deposits required to be
maintained under the Company’s borrowing arrangements.

(g) Accounts Receivable, Trade: The account includes receivables from charterers
for hire, freight and demurrage billings. At each balance sheet date, all potentially uncollectible
accounts are assessed individually for purposes of determining the appropriate provision for
doubtful accounts. No provision for doubtful accounts has been made as of December 31, 2015
and 2014.

(h) Inventories: Inventories consist of lubricants and victualling which are stated at the
lower of cost or market. Cost is determined by the first in, first out method. Inventories may also
consist of bunkers when the vessel operates under freight charter or when on the balance sheet
date a vessel has been redelivered by her previous charterers and has not yet been delivered to
new charterers, or remains idle. Bunkers are also stated at the lower of cost or market and cost
is determined by the first in, first out method.

F-11



132 | ANNUAL REPORT 2015

DIANA CONTAINERSHIPS INC.
Notes to Consolidated Financial Statements
December 31, 2015

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

(i) Prepaid/Deferred Charter Revenue: The Company records identified assets
or liabilities associated with the acquisition of a vessel at their relative fair value, determined by
reference to market data. The Company values any asset or liability arising from the market value
of the time charters assumed when a vessel is acquired. The amount to be recorded as an asset
or liability at the date of vessel delivery is based on the difference between the current fair market
value of the charter and the net present value of future contractual cash flows. In determining
the relative fair value, when the present value of the contractual cash flows of the time charter
assumed is different than its current fair value, the difference, capped to the excess between
the acquisition cost and the vessel’s fair value on a charter free basis, is recorded as prepaid
charter revenue or as deferred revenue, respectively. Such assets and liabilities, respectively,
are amortized as a reduction of, or an increase in, revenue over the period of the time charter
assumed.

(j) Property and Equipment: The Company acquired in December 2014 a plot of
land, described in Note 5. Land is presented at its fair value on the date of acquisition and it is
not subject to depreciation, but it qualifies to be reviewed for impairment. Equipment consists
of office furniture and equipment and computer software and hardware. The useful life of the
office furniture and equipment is 5 years and the computer software and hardware is 3 years.
Depreciation is calculated on a straight-line basis.

(k) Vessel Cost: Vessels are stated at cost which consists of the contract price and costs
incurred upon acquisition or delivery of a vessel from a shipyard. Subsequent expenditures for
conversions and major improvements are also capitalized when they appreciably extend the life,
increase the earnings capacity or improve the efficiency or safety of the vessels; otherwise these
amounts are charged to expense as incurred.

(I) Vessel Depreciation: The Company depreciates containership vessels on a
straight-line basis over their estimated useful lives, after considering the estimated salvage
value. Each vessel’s salvage value is the product of her light-weight tonnage and estimated
scrap rate, which is estimated at $0.35 per light-weight ton for all vessels in the fleet.
Management estimates the useful life of the Company’s vessels to be 30 years from the date
of initial delivery from the shipyard. Second-hand vessels are depreciated from the date of their
acquisition through their remaining estimated useful life. When regulations place limitations on
the ability of a vessel to trade on a worldwide basis, the vessel’s useful life is adjusted at the
date such regulations are adopted.

(m) Impairment of Long-Lived Assets: The Company follows ASC 360-10-40
“Impairment or Disposal of Long-Lived Assets”, which addresses financial accounting and
reporting for the impairment or disposal of long-lived assets. The Company reviews vessels for
impairment whenever events or changes in circumstances indicate that the carrying amount of
a vessel may not be recoverable. When the estimate of future undiscounted net operating cash
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flows, excluding interest charges, expected to be generated by the use of the vessel over her
remaining useful life and her eventual disposition is less than her carrying amount, the Company
evaluates the vessel forimpairment loss. Measurement of the impairment loss is based on the fair
value of the vessel. The fair value of the vessel is determined based on management estimates
and assumptions and by making use of available market data and third party valuations. The
Company evaluates the carrying amounts and periods over which vessels are depreciated to
determine if events have occurred which would require modification to their carrying values
or useful lives. In evaluating useful lives and carrying values of long-lived assets, management
reviews certain indicators of potential impairment, such as undiscounted projected operating
cashflows, vessel sales and purchases, business plans and overall market conditions. The current
conditions in the containerships market with decreased charter rates and decreased vessel
market values are conditions that the Company considers indicators of a potential impairment.
In developing estimates of future undiscounted cash flows, the Company makes assumptions
and estimates about the vessels’ future performance, with the significant assumptions being
related to charter rates, fleet utilization, vessels’ operating expenses, vessels’ residual value and
the estimated remaining useful life of each vessel. The assumptions used to develop estimates
of future undiscounted cash flows are based on historical trends as well as future expectations.

The Company determines undiscounted projected net operating cash flows for each
vessel and compares it to the vessel's carrying value. The projected net operating cash
flows are determined by considering the historical and estimated vessels’ performance and
utilization, the charter revenues from existing time charters for the fixed fleet days and an
estimated daily time charter equivalent for the unfixed days (based, to the extent applicable,
on the most recent 10 year average historical 6-12 months time charter rates available for
each type of vessel, considering also current market rates) over the remaining estimated life
of each vessel, net of commissions, expected outflows for scheduled vessels’ maintenance
and vessel operating expenses assuming an average annual inflation rate of 3%. Effective
fleet utilization is assumed to 98% in the Company’s exercise, taking into account the
period(s) each vessel is expected to undergo her scheduled maintenance (dry docking and
special surveys), as well as an estimate of 1% off hire days each year, assumptions in line
with the Company’s historical performance. The review of the vessel’s carrying amounts in
connection with the estimated recoverable amounts for the year ended December 31, 2014
did not result in an indication of impairment, while in 2015 and 2013, the above mentioned
review indicated for certain of the Company’s vessels impairment charges, which are
separately reflected in the accompanying consolidated statements of operations (Note 4).

(n) Assets held for sale: It is the Company’s policy to dispose of vessels and other
fixed assets when suitable opportunities occur and not necessarily to keep them until the end
of their useful life. The Company classifies assets or assets in disposal groups as being held for
sale in accordance with ASC 360-10-45-9 “Long-Lived Assets Classified as Held for Sale”, when
the following criteria are met: (i) management possessing the necessary authority has committed
to a plan to sell the asset (disposal group); (i) the asset (disposal group) is immediately available
for sale on an “as is” basis; (iii) an active program to find the buyer and other actions required to
execute the plan to sell the asset (disposal group) have been initiated; (iv) the sale of the asset
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(disposal group) is probable, and transfer of the asset (disposal group) is expected to qualify
for recognition as a completed sale within one year; and (v) the asset (disposal group) is being
actively marketed for sale at a price that is reasonable in relation to its current fair value and actions
required to complete the plan indicate that it is unlikely that significant changes to the plan will be
made or that the plan will be withdrawn. In case a long-lived asset is to be disposed of other than
by sale (for example, by abandonment, in an exchange measured based on the recorded amount
of the nonmonetary asset relinquished, or in a distribution to owners in a spinoff) the Company
continues to classify it as held and used until its disposal date. Long-lived assets or disposal
groups classified as held for sale are measured at the lower of their carrying amount or fair value
less cost to sell. These assets are not depreciated once they meet the criteria to be held for sale.

(o) Accounting for Revenues and Expenses: Revenues are generated from time
charter agreements. Time charter agreements with the same charterer are accounted for as
separate agreements according to the terms and conditions of each agreement. Time-charter
revenues are recorded over the term of the charter as service is provided. Revenues from
time charter agreements providing for varying annual rates over their term are accounted for
on a straight line basis. Income representing ballast bonus payments, in connection with the
repositioning of a vessel by the charterer to the vessel owner, are recognized in the period
earned. Deferred revenue, if any, includes cash received prior to the balance sheet date for which
all criteria for recognition as revenue would not be met, including any deferred revenue resulting
from charter agreements providing for varying annual rates, which are accounted for on a straight
line basis.

Voyage expenses, primarily consisting of port, canal and bunker expenses that are unique
to a particular charter, are paid for by the charterer under time charter arrangements or by the
Company under voyage charter arrangements, except for commissions, which are always paid
for by the Company, regardless of charter type. All voyage and vessel operating expenses are
expensed as incurred, except for commissions. Commissions are deferred over the related
voyage charter period to the extent revenue has been deferred since commissions are due as
revenues are earned.

(p) Earnings / (Loss) per Common Share: Basic earnings / (loss) per common
share are computed by dividing net income / (loss) attributable to common stockholders by the
weighted average number of common shares outstanding during the period. Diluted earnings
/ (loss) per common share reflects the potential dilution that could occur if securities or other
contracts to issue common stock were exercised.

(q) Segmental Reporting: The Company has determined that it operates under one
reportable segment, relating to its operations of the container vessels. The Company reports
financial information and evaluates the operations of the segment by charter revenues and not
by the length of ship employment for its customers, i.e. spot or time charters. The Company
does not use discrete financial information to evaluate the operating results for each such type
of charter. Although revenue can be identified for these types of charters, management cannot
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and does not identify expenses, profitability or other financial information for these charters. As
a result, management, including the chief operating decision maker, reviews operating results
solely by revenue per day and operating results of the fleet. Furthermore, when the Company
charters a vessel to a charterer, the charterer is free to trade the vessel worldwide and, as a resullt,
the disclosure of geographic information is impracticable.

(r) Accounting for Dry-Docking Costs: The Company follows the deferral method
of accounting for dry-docking costs whereby actual costs incurred are deferred and amortized
on a straight-line basis over the period through the date the next dry-docking will be scheduled to
become due. Unamortized dry-docking costs of vessels that are sold are written off and included
in the calculation of the resulting gain or loss in the year of the vessel’s sale. The unamortized dry-
docking cost is reflected in Deferred Charges, net, in the accompanying consolidated balance
sheets.

(s) Financing Costs: Fees paid to lenders for obtaining new loans or refinancing existing
ones are deferred and recorded as a contra to debt. Other fees paid for obtaining loan facilities
not used at the balance sheet date are capitalized as deferred financing costs. Fees are amortized
to interest and finance costs over the life of the related debt using the effective interest method
and, for the fees relating to loan facilities not used at the balance sheet date, according to the loan
availability terms. Unamortized fees relating to loans repaid or refinanced as debt extinguishment
are expensed as interest and finance costs in the period the repayment or extinguishment is
made. Loan commitment fees are charged to expense in the period incurred.

() Repairs and Maintenance: All repair and maintenance expenses including
underwater inspection expenses are expensed in the period incurred. Such costs are included in
vessel operating expenses in the accompanying consolidated statements of operations.

(u) Share Based Payment: ASC 718 “Compensation - Stock Compensation”, requires
the Company to measure the cost of employee services received in exchange for an award of
equity instruments based on the grant-date fair value of the award (with limited exceptions).
That cost is recognized over the period during which an employee is required to provide
service in exchange for the award - the requisite service period (usually the vesting period). No
compensation cost is recognized for equity instruments for which employees do not render the
requisite service. Employee share purchase plans will not result in recognition of compensation
cost if certain conditions are met. The Company initially measures the cost of employee
services received in exchange for an award or liability instrument based on its current fair value;
the fair value of that award or liability instrument is remeasured subsequently at each reporting
date through the settlement date. Changes in fair value during the requisite service period
are recognized as compensation cost over that period, with the exception of awards granted
in the form of restricted shares which are measured at their grant date fair value and are not
subsequently re-measured. The grant-date fair value of employee share options and similar
instruments are estimated using option-pricing models adjusted for the unique characteristics
of those instruments (unless observable market prices for the same or similar instruments are
available). If an equity award is modified after the grant date, incremental compensation cost
is recognized in an amount equal to the excess of the fair value of the modified award over the
fair value of the original award immediately before the modification.
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(v) Variable Interest Entities: ASC 810-10-50 “Consolidation of Variable Interest
Entities”, addresses the consolidation of business enterprises (variable interest entities) to
which the usual condition (ownership of a majority voting interest) of consolidation does not
apply. The guidance focuses on financial interests that indicate control. It concludes that in the
absence of clear control through voting interests, a company’s exposure (variable interest) to the
economic risks and potential rewards from the variable interest entity’s assets and activities are
the best evidence of control. Variable interests are rights and obligations that convey economic
gains or losses from changes in the value of the variable interest entity’s assets and liabilities.
The Company evaluates financial instruments, service contracts, and other arrangements to
determine if any variable interests relating to an entity exist, as the primary beneficiary would be
required to include assets, liabilities, and the results of operations of the variable interest entity in
its financial statements. The Company’s evaluation did not result in an identification of variable
interest entities as of December 31, 2015 and 2014.

(w) Fair Value Measurements: The Company follows the provisions of ASC 820
“Fair Value Measurements and Disclosures”, which defines fair value and provides guidance for
using fair value to measure assets and liabilities. The guidance creates a fair value hierarchy of
measurement and describes fair value as 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. In accordance with the requirements of accounting
guidance relating to Fair Value Measurements, the Company classifies and discloses its assets
and liabilities carried at the fair value in one of the following categories:

Level 1: Quoted market prices in active markets for identical assets or liabilities;

Level 2: Observable market based inputs or unobservable inputs that are corroborated by
market data;

Level 3: Unobservable inputs that are not corroborated by market data.

(x) Concentration of Credit Risk: Financial instruments, which potentially subject
the Company to significant concentrations of credit risk, consist principally of cash and trade
accounts receivable. The Company places its temporary cash investments, consisting mostly
of deposits, with various qualified financial institutions and performs periodic evaluations of
the relative credit standing of those financial institutions that are considered in the Company’s
investment strategy. The Company limits its credit risk with accounts receivable by performing
ongoing credit evaluations of its customers’ financial condition and generally does not require
collateral for its accounts receivable and does not have any agreements to mitigate credit risk.

Recent Accounting Pronouncements

(a) The Financial Accounting Standards Board (“FASB” or the “Board”) and the
International Accounting Standards Board (IASB) (collectively, the Boards) jointly issued a
standard that will supersede virtually all of the existing revenue recognition guidance in U.S.
GAAP and International Financial Reporting Standards, or IFRS, and is effective for annual
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periods beginning on or after December 15, 2016. The standard establishes a five-step model
that will apply to revenue earned from a contract with a customer (with limited exceptions),
regardless of the type of revenue transaction or the industry. The standard’s requirements
will also apply to the recognition and measurement of gains and losses on the sale of some
non-financial assets that are not an output of the entity’s ordinary activities (e.g., sales of
property, plant and equipment or intangibles). Extensive disclosures will be required, including
disaggregation of total revenue; information about performance obligations; changesin contract
asset and liability account balances between periods and key judgments and estimates.
Management is in the process of assessing the impact of the new standard on Company’s
financial position and performance. In August 2015, the Board issued ASU 2015-14-Revenue
From Contracts With Customers that defers the effective period to annual reporting periods
beginning after December 15, 2017.

(b) InAugust 2014, the FASB issued Accounting Standards Update (“ASU” or “Update”) No.
2014-15 - Presentation of Financial Statements - Going Concern. ASU 2014-15 provides guidance
about management’s responsibility to evaluate whether there is substantial doubt about an
entity’s ability to continue as a going concern and to provide related footnote disclosures. ASU
2014-15 requires an entity’s management to evaluate at each reporting period based on the
relevant conditions and events that are known at the date of financial statements are issued,
whether there are conditions or events, that raise substantial doubt about the entity’s ability to
continue as a going concern within one year after the date that the financial statements are issued
and to disclose the necessary information. ASU 2014-15 is effective for the annual period ending
after December 15, 2016, and for annual periods and interim periods thereafter. Early application
is permitted. Management does not expect the adoption of this ASU to have a material impact on
Company’s results of operations, financial position or cash flows.

(c) In February 2015, the FASB issued the ASU 2015-02, “Consolidation (Topic 810) -
Amendments to the Consolidation Analysis”, which amends the criteria for determining which
entities are considered VIEs, amends the criteria for determining if a service provider possesses a
variable interestin a VIE and ends the deferral granted to investment companies for application of
the VIE consolidation model. The ASU is effective for interim and annual periods beginning after
December 15, 2015. Early application is permitted. Management does not expect the adoption
of this ASU to have a material impact on Company’s results of operations, financial position or
cash flows.

(d) In July 2015, the FASB issued ASU No. 2015-11 - Inventory. ASU 2015-11 is part of
FASB Simplification Initiative. Current guidance requires an entity to measure inventory at the
lower of cost or market. Market could be the replacement cost, net realizable value or net
realizable value less an approximately normal profit margin. Under this Update, the entities
will be required to measure inventory at the lower of cost or net realizable value. Net realizable
value is defined as estimated selling prices in the ordinary course of business, less reasonably
predictable costs of completion, disposal and transportation. The amendments under the
Update more closely align measurement of inventory in US GAAP with the measurement of
inventory in IFRS. For public entities, the amendments of this Update are effective for fiscal
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years beginning after December 15, 2016, including interim periods within those fiscal years. The
amendments of this Update should be applied prospectively with early application permitted.
Management does not expect the adoption of this ASU to have a material impact on Company’s
results of operations, financial position or cash flows.

(e) In February 2016, the FASB issued ASU No. 2016-02, Leases (ASC 842), which
requires lessees to recognize most leases on the balance sheet. This is expected to increase
both reported assets and liabilities. The new lease standard does not substantially change
lessor accounting. For public companies, the standard will be effective for the first interim
reporting period within annual periods beginning after December 15, 2018, although early
adoption is permitted. Lessees and lessors will be required to apply the new standard at the
beginning of the earliest period presented in the financial statements in which they first apply
the new guidance, using a modified retrospective transition method. The requirements of this
standard include a significant increase in required disclosures. Management is analyzing the
impact of the adoption of this guidance on the Company’s consolidated financial statements,
including assessing changes that might be necessary to information technology systems,
processes and internal controls to capture new data and address changes in financial reporting.

3. Transactions with Related Parties

a) Altair Travel Agency S.A. (“Altair”): Effective March 1, 2013 the Company uses
the services of an affiliated travel agent, Altair, which is controlled by the Company’s CEO and
Chairman. Travel expenses payable to Altair for the years ended December 31, 2015, 2014 and
2013, were $1,120, $1,007 and $971 respectively, and are included in Vessels and other vessels’
costs, in Operating expenses, in General and administrative expenses and in Loss on vessel’s
sale in the accompanying consolidated financial statements. As at December 31, 2015 and 2014,
an amount of $17 and $79, respectively, was payable to Altair and is included in Due to related
parties, current in the accompanying consolidated balance sheets.

b) Diana Enterprises Inc. (“Diana Enterprises” or “DEI”): Diana Enterprises is a
company controlled by the Company’s CEO and Chairman and has entered into an agreement
with DCI to provide brokerage services for a monthly fee of $121 until March 31, 2015, payable
quarterly in advance. The agreement was renewed on April 1, 2015 for a further twelve months,
with substantially similar fees and payment terms to the former agreement. For the years ended
December 31,2015, 2014 and 2013, total brokerage fees, amounted to $1,451, $1,450 and $1,425
respectively, and are included in General and administrative expenses in the accompanying
consolidated statements of operations. As at December 31, 2015 and 2014, there was no amount
due from or due to Diana Enterprises.

c) Diana Shipping Inc. (“DSI”): On May 20, 2013, the Company, through its subsidiary
Eluk Shipping Company Inc., entered into an unsecured loan agreement of up to $50,000 with
Diana Shipping Inc., one of the Company’s major shareholders, to be used to fund vessel
acquisitions and for general corporate purposes. The loan is guaranteed by the Company and,
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until the amendment discussed below, it bore interest at a rate of LIBOR plus a margin of 5.0%
per annum and a fee of 1.25% per annum (“back-end fee”) on any amounts repaid upon any
repayment or voluntary prepayment dates. In August 2013, the full amount was drawn down
under the loan agreement which was repayable on August 20, 2017.

On September 9, 2015, and in relation with the RBS refinance discussed in Note 7, the loan
agreement with DSI was amended. The new loan agreement is extended until March 15, 2022,
provides for annual repayments of $5,000, plus a balloon instalment at the final maturity date,
and bears interest at LIBOR plus margin of 3.0% per annum. The Company also agreed to pay
at the date of the amendment the accumulated back-end fee, amounting to $1,302, and that no
additional back-end fee will be charged thereafter. Furthermore, the Company agreed that it will
pay at the final maturity date a flat fee of $200.

For 2015, 2014 and 2013, interest and back-end fee expense incurred under the loan
agreement with DSI amounted to $2,745, $3,247 and $1,195, respectively, and is included in
Interest and finance costs in the accompanying consolidated statements of operations. As
at December 31, 2015, the flat fee of $200 is included in Related party financing, non-current,
in the accompanying consolidated balance sheets and in Interest and finance costs in the
accompanying consolidated statements of operations. Accrued interest as of December 31,
2015 and 2014 amounted to $103 and $57, respectively, and is included in Due to related parties,
current, while accrued back-end fee as of December 31, 2014 amounted to $867, and is included
in Related party financing, non-current, in the accompanying consolidated balance sheets.

As of December 31, 2015, the repayment schedule of the loan is as follows:

Principal

Period Repayment

January 1, 2016 to December 31, 2016 $ 5,000
January 1, 2017 to December 31, 2017 5,000
January 1, 2018 to December 31, 2018 5,000
January 1, 2019 to December 31, 2019 5,000
January 1, 2020 to December 31, 2020 5,000
January 1, 2021 and thereafter 23,750

Total $ 48,750
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4. Vessels

During 2014, the Company, through its subsidiaries Delap Shipping Company Inc., Jabor
Shipping Company Inc. and Dud Shipping Company Inc., acquired from unaffiliated third parties
the vessels “March”, “Great” and “Pamina”, respectively, for an aggregate purchase price of
$60,300. An amount of $348 was deducted from the purchase price of the vessels, representing
lumpsum compensations agreed with the sellers. In 2015, the Company, through its subsidiaries
Kapa Shipping Company Inc. and Mago Shipping Company Inc., entered into two memoranda
of agreement with unrelated parties, to acquire the container vessels “YM Los Angeles” and “YM
New Jersey”, respectively, for the purchase price of $21,500 each. The vessels were acquired
with attached time charters, for which a deferred asset was recognized (Note 6). Later in 2015,
the Company, through its subsidiaries Meck Shipping Company Inc. and Langor Shipping
Company Inc., entered into two memoranda of agreement with unrelated parties, to acquire the
container vessels “Rotterdam” and “Hamburg”, for a purchase price of $37,500 and $38,500
respectively. Anamount of $475 was deducted from the purchase price of the vessel “Rotterdam”,
representing a lumpsum compensation agreed with the sellers. Additional capitalized costs for
the years ended December 31, 2015 and 2014 amounted to $495 and $427.

In 2015, the Company, after taking into account factors as the vessels’ age and employment
prospects under the current market conditions, determined the future undiscounted cash flows
for each of its vessels, considering its various alternatives, including that certain vessels would be
sold immediately after the expiration of their existing charter parties. This assessment concluded
that the carrying value of the vessel Hanjin Malta was not recoverable and accordingly, the
Company has recognized an impairment loss of $6,607, which is separately reflected in the 2015
accompanying statement of operations. The fair value of the vessel, which was sold subsequent
to the balance sheet date (Note 16), was determined through Level 3 inputs of the fair value
hierarchy as determined by management, making also use of available market data for the
market value of vessels with similar characteristics. The vessel was measured at fair value on a
non-recurring basis as a result of the management’s impairment test exercise. The fair value and
impairment loss of the specific vessel are presented below:

Fair Value Vessel
Vessel Measurement Impairment Loss
Hanjin Malta $ 5020 $ 6,607

During 2014, the Company, through its subsidiary Mejit Shipping Company Inc., sold the
vessel “Sardonyx” (ex “APL Sardonyx”) to an unaffiliated third party for demolition, for a sale price
of $9,722, net of address commission. In 2015, the Company, through Lemongina Inc., entered
into a memorandum of agreement to sell the vessel “ Garnet” (ex * APL Garnet”) to an unrelated
party for demolition, for a sale price of $7,615, net of address commission. The aggregate loss
from the sale of the vessels in 2015 and 2014, including direct to sale expenses, amounted to
$8,300 and $695, respectively, and is separately reflected in the accompanying consolidated
statements of operations.
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The amounts in the accompanying consolidated balance sheets are analyzed as follows:

Accumulated
Vessels’ Cost Depreciation Net Book Value

Balance, December 31, 2013 $ 284108 $ (18,736) $ 265,372
- Acquisitions and other vessels’ costs 60,379 - 60,379
- Vessels’ disposals (12,409) 1,929 (9,480)
- Depreciation for the period - (10,177) (20,177)
Balance, December 31, 2014 $ 333,078 $ (26,984) $ 306,094
- Acquisitions and other vessels’ costs 113,020 - 113,020
- Vessels’ disposals (17,588) 2,243 (15,345)
- Depreciation for the period - (12,613) (12,613)
- Impairment charges (6,607) - (6,607)
Balance, December 31, 2015 $ 421903 $ (37,354) $ 384,549

As at December 31, 2015, certain of the Company’s vessels, having a total carrying value of
$275,602, were provided as collateral to secure the term facility with the Royal Bank of Scotland
plc, discussed in Note 7.

5. Property and Equipment, net

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

Property and Accumulated Net Book
Equipment Depreciation Value
Balance, December 31, 2013 $ 421 3 (100) $ 321
- Land acquisition 871 - 871
- Additions in equipment 29 - 29
- Depreciation for the period - (232) (132)
Balance, December 31, 2014 $ 1321 $ (232) $ 1,089
- Additions in property and equipment 39 - 39
- Depreciation for the period - (241) (141)
Balance, December 31, 2015 $ 1360 $ (373) % 987

In December 2014, UOT acquired, jointly with two other related parties, from unrelated
individuals a plot of land in Athens, Greece, for an aggregate purchase price of Euro 2.0 million or
$2,490, based on the exchange rate of US Dollar to Euro on the date of acquisition. The plot of
land is under the common ownership of the joint purchasers. The Company paid one third of the
purchase price, and the total cost for the acquisition of the plot, including additional capitalized
costs, amounted to $871
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6. Prepaid Charter Revenue

The amounts presented as Prepaid charter revenue in the accompanying consolidated
balance sheets represent the unamortized balance of an asset associated with vessels acquired
with time charters attached at values above their charter-free fair market values at the time
of acquisition, which is amortized to revenue over the period of the respective time charter
agreements. In this respect, during 2015, the Company recognized prepaid charter revenue for
the newly-acquired vessels “YM Los Angeles” and “YM New Jersey” (Note 4). As of December
31, 2015, the unamortized balance of the account relates to the vessels “Hanjin Malta”, “YM
New Jersey” and “YM Los Angeles”, with their charter expiration falling the earliest in February,
September and October 2016, respectively. Accordingly, the balance of the account as of
December 31, 2015 is expected to be fully amortized within the next twelve months.

The movement of the prepaid charter revenue from vessel acquisitions with time-charter
attached for the years ended December 31, 2015 and 2014 was as follows:

Accumulated

Gross Amount Amortization Net Amount

Balance, December 31, 2013 $ 42,500 $ (24,526) $ 17,974
- Amortization for the period - (11,610) (11,610)
- Write-off of fully amortized assets (9,000) 9,000

Balance, December 31, 2014 $ 33,500 $ (27136) $ 6,364
- Additions 6,000 - 6,000
- Amortization for the period - (8,566) (8,566)
- Write-off of fully amortized assets (12,500) 12,500

Balance, December 31, 2015 $ 27,000 $ (23,202) $ 3,798

The amortization to revenues for 2015, 2014 and 2013 is separately reflected in Prepaid
charter revenue amortization in the accompanying consolidated statements of operations.

7. Long-Term Bank Debt, Current and Non-Current

The amounts of long-term bank debt shown in the accompanying consolidated balance
sheets are analyzed as follows:
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2015 Total Current  Non-current 2014 Total Current  Non-current

Royal Bank of Scotland -

Revolving Credit facility $ - $ - $ - $ 98700 $ 6,000 $ 92,700
Royal Bank of Scotland -

Term Loan 144,687 15,376 129,311

less unamortized deferred (2,009) (479) (1530) (402) (196) (206)

financing costs

Total bank debt, net of
unamortized deferred $ 142,678 $ 14,897 $ 127,781 $ 98,298 $ 5804 $ 92,494
financing costs

The Royal Bank of Scotland plc - Revolving Credit Facility: On December 16,
2011, the Company entered into a revolving credit facility with the Royal Bank of Scotland
plc (“RBS”), where the lenders have agreed to make available to it a revolving credit facility of
up to $100,000 in order to refinance part of the acquisition cost of the vessels m/v “Sagitta”
and m/v “Centaurus” and finance part of the acquisition costs of additional containerships
(“Additional Ships”). An aggregate amount of $98,700 has been drawn down under the credit
facility.

The facility would be available for five years with the maximum available amount reducing
based on the age of the financed vessels and being assessed on a yearly basis, as well as, at
the date on which the age of any Additional Ship exceeded the 20 years. In the event that the
amounts outstanding at that time exceeded the revised Available Facility Limit, the Company
would repay such part of the loan that exceeded the Available Facility Limit. The credit facility
provided for interest at LIBOR plus a margin of 2.75% per annum, and effective June 1, 2013,
for an increased margin of 3.10% per annum over LIBOR.

The facility was secured by first priority mortgages over certain vessels of the fleet, general
assignments of earnings, insurances and requisition compensation, minimum insurance
coverage, specific assignments of any charters exceeding durations of twelve months,
pledge of shares of the guarantors which were the ship-owning companies of the mortgaged
vessels, manager’s undertakings and minimum security value depending on the average
age of the mortgaged vessels. The credit facility also included restrictions as to changes in
certain shareholdings, management and employment of vessels, and required minimum cash
of 10% of the drawings under the revolving facility, but not less than $5,000, to be deposited
by the borrower with the lenders. Furthermore, the facility agreement contained customary
financial covenants and the Company was not permitted to pay any dividends that would result
in a breach of the financial covenants. In 2013 and 2014, the Company entered into various
supplemental agreements with the lenders, the main terms of which provided for security
interest on the minimum cash held by the borrower in favor of the lenders and for changes in
the definitions of certain financial covenants. In addition, the Company was required to provide
additional vessels as collateral to secure the facility and was restricted from providing any
security interest over the Company’s assets in favor of DSI.
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Based on the age of the financed vessels, an amount of $6,000 was repaid in August 2015.
On September 15, 2015, in connection with the loan re-finance discussed below, the Company
prepaid in full the outstanding balance of $92,700 and the facility was terminated. As a result
of the debt modification, the unamortized balance of the related financing costs, amounting to
$263, is amortized to Interest and finance costs, along with the new financing costs, over the life
of the new term loan facility.

The Royal Bank of Scotland plc - Term Loan: On September 10, 2015, the Company,
through nine of its subsidiaries, entered into a loan agreement with RBS of up to $148,000, to
re-finance the acquisition cost of seven of the Company’s vessels, including the full prepayment
of the existing facility agreement (discussed above), and to support the acquisition of the two
newly acquired vessels, the “Hamburg” and the “Rotterdam” (Note 4). Until December 31, 2015,
the Company drew down the full amount of the loan and paid arrangement and structuring fees
amounting to $1,875.

The loan bears interest at the rate of 2.75% per annum over LIBOR and is repayable in
quarterly instalments and a balloon payment payable together with the last installment in
September 2021 The Company paid commitment commissions of 1.375% per annum on the
undrawn amounts, from July 30, 2015, date of acceptance of the lenders’ offer letter, until the
drawdown dates.

The loan is secured by first preferred mortgages on nine vessels of the Company’s fleet, first
priority deeds of assignments of insurances, earnings, charter rights and requisition compensation
and a corporate guarantee. The loan agreement also contains customary financial covenants,
minimum security value of the mortgaged vessels, requires minimum liquidity of $500 per vessel
in the fleet and restricted cash of $9,000 to be deposited by the borrowers with the lenders for
the duration of the loan. There are also restrictions as to changes in the DSI loan agreement,
other than the amendment described in Note 3, in the securities purchase agreement that the
Company has entered into in the private placement which took place in July 2014 (discussed in
Note 10), in certain shareholdings and management of the vessels. Finally, the Company is not
permitted to pay any dividends that would result in a breach of the financial covenants.

The weighted average interest rate of the bank loans during 2015 and 2014 was 3.22% and
3.28%, respectively. During 2015, 2014 and 2013, total interest incurred on long-term bank debt,
amounted to $3,541, $3,282 and $3,029, respectively, and is included in Interest and finance
costs in the accompanying consolidated statements of operations (Note 12). Commitment
fees incurred during 2015, 2014 and 2013, amounted to $329, $0 and $53, respectively, and
are also included in Interest and finance costs in the accompanying consolidated statements of
operations.
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The maturities of the Company’s debt facility described above, as of December 31, 2015, and
throughout its term are as follows:

Period Principal Repayment

January 1, 2016 to December 31, 2016 $ 15,376
January 1, 2017 to December 31, 2017 15,376
January 1, 2018 to December 31, 2018 15,376
January 1, 2019 to December 31, 2019 15,376
January 1, 2020 to December 31, 2020 15,376
January 1, 2021 and thereafter 67,807
Total $ 144,687

8. Deferred Revenue, Current

The amounts presented as deferred revenue, current in the accompanying consolidated
balance sheets as of December 31, 2015 and 2014 reflect (a) cash received prior to the balance
sheet date for which all criteria to recognize as revenue have not been met, (b) deferred revenue
resulting from free quantities of lubricants provided to the vessels as a benefit from the suppliers
for entering into long-term contracts with them. Deferred revenue under (b) above is amortized
to Operating expenses according to the terms of the respective contracts. For 2015, 2014 and
2013, amortization of the deferred revenue from free lubricants amounted to $50, $221 and $107,
respectively.

2015 2014

Hires collected in advance $ 647 $ 441
Deferred revenue from lubricants - 50
Deferred Revenue, current $ 647 $ 491

9. Commitments and Contingencies

(a) 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.
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The Company’s vessels are covered for pollution in the amount of $1 billion per vessel per
incident, by the P&l Association in which the Company’s vessels are entered. The Company’s
vessels are subject to calls payable to their P&l Association and may be subject to supplemental
calls which are based on estimates of premium income and anticipated and paid claims. Such
estimates are adjusted each year by the Board of Directors of the P&l Association until the closing
of the relevant policy year, which generally occurs within three years from the end of the policy
year. Supplemental calls, if any, are expensed when they are announced and according to the
period they relate to. The Company is hot aware of any supplemental calls outstanding in respect
of any policy year.

(b) AsatDecember 31, 2015, the majority of our vessels were operating under time charter
agreements, while the rest of them were not chartered. The minimum contractual annual charter
revenues, net of related commissions to third parties, to be generated from the existing as at
December 31, 2015, non-cancelable time charter contracts until their expiration, are estimated at
$21,819 until December 31, 2016.

10. Changes in Capital Accounts

(a) Compensation cost on restricted common stock: In 2010 the Company
adopted an equity incentive plan which entitles the Company’s directors, officers, employees,
consultants and service providers to receive options to acquire the Company’s common stock,
stock appreciation rights, restricted stock, restricted stock units and unrestricted common
stock. The Equity Incentive plan was amended in 2012. A total of 2,392,198 common shares
have been reserved under the Incentive plan (as amended) for issuance, of which as at December
31, 2015, 1,032,502 common shares remain available to be issued. The plan is administered by
our compensation committee, or such other committee of the Company’s Board of Directors as
may be designated by the Board to administer the plan. The plan will expire in ten years from the
adoption of the plan by the Board of Directors.

In May 2015, the Company’s board of directors approved to adopt the Diana Containerships
Inc. 2015 Equity Incentive Plan, with substantially the same terms and provisions asthe Company’s
Amended and Restated 2010 Equity Incentive Plan. Under the 2015 Equity Incentive Plan, an
aggregate of 5,000,000 common shares were reserved for issuance. The plan is administered by
the compensation committee, or such other committee of the Company’s board of directors as
may be designated by the board to administer the plan. The plan will expire in ten years from the
adoption of the plan by the Board of Directors.

During 2015, the Company’s Board of Directors approved the grant of restricted common
stock to the executive management pursuant to the Company’s equity incentive plan, and
in accordance with terms and conditions of restricted shares award agreements signed by
the grantees. The restricted shares are subject to forfeiture until they vest. Unless they forfeit,
grantees have the right to vote, to receive and retain all dividends paid and to exercise all other
rights, powers and privileges of a holder of shares. The fair value of the restricted shares has
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been determined with reference to the closing price of the Company’s stock on the date the
agreements were signed. The aggregate compensation cost is being recognized ratably in the
consolidated statement of operations over the respective vesting periods, which is 3 years.

During 2015, 2014 and 2013, compensation cost on restricted stock amounted to $928,
$341 and $371, respectively, and is included in General and administrative expenses. At
December 31, 2015 and 2014, the total unrecognized compensation cost relating to restricted
share awards was $1,797 and $1,049, respectively. At December 31, 2015, the weighted-
average period over which the total compensation cost related to non-vested awards not
yet recognized is expected to be recognized is 1.07 years. During 2015, 2014 and 2013, the
movement of restricted stock cost was as follows:

Weighted Average
Number of Shares  Grant Date Price

Outstanding at December 31, 2012 79,998 $ 12.50
Granted
Vested (66,664) 13.50
Outstanding at December 31, 2013 13,334 $ 7.50
Granted 361,442 3.72
Vested (23,334) 7.50
Outstanding at December 31, 2014 361,442 $ 3.72
Granted 731590 2.29
Vested (120,481) 3.72
Outstanding at December 31, 2015 972551 $ 2.64

(b) ATM offering: On May 21, 2013, the Company filed a prospectus supplement
pursuant to Rule 424(b) relating to the offer and sale of an aggregate of up to $40.0
million in gross proceeds of its common stock under an at-the market offering. In 2013, an
aggregate of 2,859,603 shares of the Company’s common stock have been issued, and
the net proceeds received during the year, after deducting underwriting commissions and
offering expenses payable by the Company, amounted to $12,356. In 2014, a number of
1,092,596 of additional shares were issued and the net proceeds received during the period,
after deducting underwriting commissions and offering expenses payable by the Company,
amounted to $4,652. On July 28, 2014, the Company announced the suspension of the
offer and sale of its common shares under the existing at-the-market offering until there is a
significant improvement in the containership market.

(c) Private Equity Placement: On July 28, 2014, the Company entered into an
agreement to sell 36,653,386 shares of its common stock in a private placement at a purchase
price of $2.51 per share. In the transaction, DSI purchased $40,000 of common shares, two
unaffiliated institutional investors together purchased $40,000 of common shares and the
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Company’s CEO and Chairman, a member of his family and other members of the senior
management, together purchased $12,000 of common shares. The transaction was approved
by an independent committee of the Company’s Board of Directors, which obtained a fairness
opinion from an independent financial advisor regarding the financial fairness to the Company of
the aggregate purchase price to be received by the Company. Pursuant to the Securities Purchase
Agreement, the Company agreed that, commencing with the dividend payable with respect to the
second quarter of 2014, and for not less than four consecutive fiscal quarters thereafter, it will not
declare or pay dividends in excess of $0.01 per share on an annualized basis; provided, however,
thatin the event of a materialimprovementin the container shipping market, the Company’s board
of directors may amend this dividend policy to resume the payment of dividends. In connection
with this transaction, the Company and its respective counter parties entered into amendments to
the brokerage services agreement with DEI, the loan agreement with DSI, both discussed in Note
3, the facility agreement with RBS discussed in Note 7 and the Stockholders Rights Agreement,
discussed under (d) below. The transaction closed on July 29, 2014 and the net proceeds
received, after deducting offering expenses payable by the Company, amounted to $91,349.

(d) Stockholders Rights Agreement: In 2010, the Company entered into a
stockholders rights agreement (the “Stockholders Rights Agreement”) with Mellon Investor
Services LLC as Rights Agent. Pursuant to this Stockholders Rights Agreement, each share
of the Company’s common stock includes one right (the “Right”) that will entitle the holder
to purchase from the Company a unit consisting of one one-thousandth of a share of our
preferred stock at an exercise price specified in the Stockholders Rights Agreement, subject
to specified adjustments. Until a Right is exercised, the holder of a Right will have no rights to
vote or receive dividends or any other stockholder rights. As at December 31, 2015 and 2014,
no Rights were exercised.

11. Voyage and Vessel Operating Expenses

The amounts in the accompanying consolidated statements of operations are analyzed as
follows:

2015 2014 2013
Voyage Expenses
Port charges $ 52 % - $ 30
Bunkers 1,284 5 50
Commissions 1,283 327 625
Total $ 2619 $ 332 % 705
Vessel Operating Expenses
Crew wages and related costs $ 17626 $ 14415 $ 16,944
Insurance 2,454 1,772 1,891
Spares and consumable stores 11134 6,075 8,071
Repairs and maintenance 3,322 3,359 3,277
Tonnage taxes (Note 14) 644 526 356
Environmental costs 238 201
Other operating expenses 429 211 331
Total $ 35847 $ 26559 $ 30,870
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12. Interest and Finance Costs

The amounts in the accompanying consolidated statements of operations are analyzed as
follows:

2015 2014 2013

Interest expense on bank debt (Note 7) $ 3541 $ 3282 $ 3,029
Interest expense and other fees on related party debt (Note 3) 2,945 3,247 1195
Amortization of deferred financing costs (Note 7) 268 196 197
Commitment fees and other (Note 7) 412 21 133
Total $ 7166 $ 6,746 $ 4,554

13. Earnings / (Loss) per Share

All shares issued (including the restricted shares issued under the equity incentive plan)
are DCI’'s common stock and have equal rights to vote and participate in dividends, subject
to forfeiture provisions set forth in the applicable award agreement. Unvested shares granted
under the Company’s incentive plan of 972,551, as at December 31, 2015, and 361,442 as at
December 31, 2014 (Note 10), received dividends which are not refundable, even if such shares
are forfeited, and therefore are considered patrticipating securities for basic earnings per share
calculation purposes. Dividends declared and paid during 2015, 2014 and 2013 amounted to
$739, $7,534 and $29,674, respectively. The calculation of basic earnings/ (loss) per share does
not consider the non-vested shares as outstanding until the time-based vesting restrictions have
lapsed. For the purpose of calculating diluted earnings per share, the weighted average number
of diluted shares outstanding includes the incremental shares assumed issued as determined
in accordance with the antidilution sequencing provisions of ASC 260. For 2015 and 2013 and
on the basis that the Company incurred losses, the effect of the incremental shares assumed
issued would have been anti-dilutive and therefore basic and diluted losses per share are the
same amount. For 2014, the effect of the incremental shares assumed issued, determined in
accordance with the antidilution sequencing provision of ASC 260, was anti-dilutive.

2015 2014 2013

Basic LPS Diluted LPS Basic EPS Diluted EPS Basic LPS Diluted LPS

Netincome/(oss) $ (17531) $ (17531) $ 3238 $ 3238 $ (57,346) $ (57,346

Less distributed
earnings allocated to - - (50) (50)
restricted shares

Net income/

{loss) available (17,531) (17,531) 3188 3188 (57,346) (57,346)

stockholders

Weighted average
an]meeré)fc_ommon 72,876,441 72,876,441 51,645,071 51,645,071 33,159,328 33,159,328
shares, basic

Effect of dilutive
restricted shares
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Weighted

average number
SHEontIon 72,876,441 72,876,441 51,645,071 51,645,071 33,159,328 33,159,328

shares, diluted

Earnings/(loss)

s o $ 0.24) $ (0.24) $ 0.06 $ 0.06 $ (173) $ (173)

and dilute

14. Income Taxes

Under the laws of the countries of the companies’ incorporation and / or vessels’ registration,
the companies are not subject to tax on international shipping income; however, they are subject
to registration and tonnage taxes, which are included in vessel operating expenses in the
accompanying consolidated statements of operations (Note 11).

Under Section883 ofthe InternalRevenue Code ofthe United States (the “Code”), acorporation
would be exempt from U.S. federal income taxation on its U.S.-source shipping income if: (a) it is
organized in a foreign country that grants an “equivalent exemption” to corporations organized
in the United States (“United States corporations”); and (b) either (i) more than 50% of the value
of its common stock is owned, directly or indirectly, by “qualified shareholders,”, which is referred
to as the “50% Ownership Test,” or (i) its common stock is “primarily and regularly traded on
an established securities market” in a country that grants an “equivalent exemption” to U.S.
corporations or in the United States, which is referred to as the “Publicly-Traded Test.”

The Marshall Islands, the jurisdiction where DCI and each of its vessel-owning subsidiaries
are incorporated, grant an “equivalent exemption” to U.S. corporations. Therefore, the Company
would be exempt from U.S. federal income taxation with respect to its U.S.-source shipping
income if either the 50% Ownership Test or the Publicly-Traded Test is met.

Notwithstanding the foregoing, the regulations provide, in pertinent part, that a class of
shares will not be considered to be “regularly traded” on an established securities market for any
taxable year in which 50% or more of the vote and value of the outstanding shares of such class
are owned, actually or constructively under specified share attribution rules, on more than half the
days during the taxable year by persons who each own 5% or more of the vote and value of such
class of outstanding shares, to which we refer as the “Five Percent Override Rule.”

The Company believes that it satisfies the Publicly-Traded Test and is not subject to the
Five Percent Override Rule. However, there are factual circumstances beyond the control of the
Company that could cause it to lose the benefit of the Section 883 exemption. For example, there
is a risk that the Company could no longer qualify for exemption under Code section 883 for a
particular taxable year if shareholders with a five percent or greater interest in its common shares
were to own 50% or more of its outstanding common shares on more than half the days of the
taxable year.

It is not anticipated that the Company will have any vessel operating to the United States on
a regularly scheduled basis. Based on the foregoing and on the expected mode of the shipping
operations and other activities of Diana Containerships, it is not anticipated that any of the U.S.-
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source shipping income of the Company will be “effectively connected” with the conduct of a U.S.
trade or business.

15. Financial Instruments

The carrying values of temporary cash investments, accounts receivable and accounts
payable approximate their fair value due to the short-term nature of these financial instruments.
The fair value of long-term loans and restricted cash balances, bearing interest at variable interest
rates, approximate their recorded values as at December 31, 2015 and 2014.

16. Subsequent Events

(a) Receipt of NASDAQ Notice: On January 14, 2016, the Company received written
notification from The NASDAQ Stock Market LLC indicating that, because the closing bid price
of the Company’s common stock for the last 30 consecutive business days was below $1.00
per share, the Company no longer meets the minimum bid price requirement for The Nasdaq
Global Select Market. The applicable grace period to regain compliance is until July 12, 2016.
Within this period, the Company intends to complete a reverse stock split, in order to regain
compliance. In this respect, on February 24, 2016, the Annual General Meeting of Shareholders
approved an amendment to the Company’s Amended and Restated Articles of Incorporation
granting authority to the Company’s board of directors to effect a reverse stock split on or before
the Company’s 2017 Annual Meeting of Shareholders.

(b) Vessel’s sale for demolition: On February 16, 2016, the Company, through Nauru
Shipping Company Inc., entered into a memorandum of agreement to sell the vessel “Hanjin
Malta” to an unrelated party for demolition, for a sale price of $5,044 before commissions. On
March 9, 2016, the vessel was delivered to her new owners.

(c) Equity incentive plan and annual bonus: On February 24, 2016, the Company’s
Board of Directors approved a cash bonus of about $180 to all employees and consultants of
the Company and a cash bonus of about $242 to Diana Enterpsises Inc. In addition, the Board
approved an award of 999,989 of restricted common stock to the executive management and
the non-executive directors, pursuant to the Company’s 2010 equity incentive plan, as amended
in 2012. The fair value of the restricted shares based on the closing price on the date of granting
was about $380 and will be recognized in income ratably over the restricted shares vesting period
which will be 3 years.

(d) Declaration of dividends: On March 1, 2016, the Company declared dividends
amounting to $0.0025 per share, which will be paid on or around March 30, 2016 to stockholders
of record as of March 15, 2016.

The Annual Report on Form 20-F (including Exhibits) is available
for download on the Company’s website: www.dcontainerships.com
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