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(Jurisdiction of incorporation or organization)

331 Kifissias Avenue, Erithrea 14561 Athens, Greece

(Address of principal executive offices)

Andrew J. Simmons
331 Kifissias Avenue, Erithrea 14561, Athens, Greece
Telephone: (011) (30) (210) 625 0001
Facsimile: (011) (30) (210) 625 0018

(Name, Address, Telephone Number and Facsimile Number of Company Contact Person)

SECURITIES REGISTERED PURSUANT TO SECTION 12(b) OF THE ACT:

 Title of each class 
Name of each exchange on which registered Common Stock, par value
 $0.01 per share  The Nasdaq Stock Market LLC
SECURITIES REGISTERED PURSUANT TO SECTION 12(g) OF THE ACT:

None

SECURITIES FOR WHICH THERE IS A REPORTING OBLIGATION
 PURSUANT TO SECTION 15(d) OF THE ACT:

None

The number of outstanding shares of each of the issuer’s classes of capital or common stock as of December 31, 2007
was:

Common Stock, par value $0.01 per share                                                                    22,284,105 shares        

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
Act.     Yes         No

If this report is an annual or transition report, indicate by check mark if the registrant is not required to file reports
pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934.     Yes         No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days.     Yes        
No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
filer. See definition of ‘‘accelerated filer and large accelerated filer’’ in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer                     Accelerated filer                     Non-accelerated filer 
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Indicate by check mark which basis of accounting the registrant has used to prepare the financial statements included
in this filing.

U.S. GAAP     International Financial Reporting Standards     Other 

If ‘‘Other’’ has been checked in response to the previous question, indicate by check mark which financial statement item
the registrant has elected to follow.

 Item 17                                         Item 18

If this is an annual report, indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2
of the Exchange Act).     Yes         No
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FORWARD-LOOKING INFORMATION

This Annual Report on Form 20-F includes assumptions, expectations, projections, intentions and beliefs about future
events. These statements are intended as ‘‘forward-looking statements.’’ We caution that assumptions, expectations,
projections, intentions and beliefs about future events may and often do vary from actual results and the differences
can be material.

All statements in this document that are not statements of historical fact are forward-looking statements as defined in
Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as
amended. Forward-looking statements include, but are not limited to, such matters as:

 •  future
operating or financial results; 

 •  global and regional
political conditions; 

 •  statements about
pending or recent acquisitions, business strategy and expected capital spending or operating expenses; 

 •  competition in the
marine transportation industry; 

 •  statements about
shipping market trends, including charter rates, factors affecting supply and demand and world fleet composition; 

 •  future LPG
prices and production; 

 •  future supply and
demand for natural gas of which LPG is a byproduct; 

 •  our ability to obtain
additional financing; and 

 •  expectations
regarding vessel acquisitions.

When used in this document, the words ‘‘anticipate,’’ ‘‘believe,’’ ‘‘intend,’’ ‘‘estimate,’’ ‘‘project,’’ ‘‘forecast,’’ ‘‘plan,’’ ‘‘potential,’’ ‘‘may,’’
‘‘should’’ and ‘‘expect’’ reflect forward-looking statements. Such statements reflect our current views and assumptions and
all forward-looking statements are subject to various risks and uncertainties that could cause actual results to differ
materially from expectations. The factors that could affect our future financial results are discussed more fully under
‘‘Item 3. Key Information — Risk Factors,’’ as well as elsewhere in this Annual Report on Form 20-F and in our other
filings with the U.S. Securities and Exchange Commission (‘‘SEC’’). We caution readers of this Annual Report not to
place undue reliance on these forward-looking statements, which speak only as of their dates. We undertake no
obligation to publicly update or revise any forward-looking statements.

ii
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PART I

StealthGas Inc. is a Marshall Islands company that is referred to in this Annual Report on Form 20-F, together with its
subsidiaries, as ‘‘StealthGas,’’ the ‘‘Company,’’ ‘‘we,’’ ‘‘us,’’ or ‘‘our.’’ This annual report should be read in conjunction with our
consolidated financial statements and the accompanying notes thereto, which are included in Item 18 to this annual
report.

We use the term cubic meters, or ‘‘cbm,’’ in describing the size of our liquefied petroleum gas carriers and the term
deadweight tones, or ‘‘dwt,’’ in describing the size of our product tankers. Unless otherwise indicated, all references to
currency amounts in this annual report are in U.S. dollars.

Item 1.    Identity of Directors, Senior Management and Advisers

Not Applicable.

Item 2.    Offer Statistics and Expected Timetable

Not Applicable.

Item 3.    Key Information

Selected Consolidated Financial Data

The following table sets forth our selected consolidated financial data and other operating data and are shown in U.S.
dollars, other than share and fleet data. The table should be read together with ‘‘Item 5. Operating and Financial Review
and Prospects.’’ The selected consolidated financial data of StealthGas is a summary of, is derived from and is qualified
by reference to, our consolidated financial statements and notes thereto which have been prepared in accordance with
accounting principles generally accepted in the United States of America, or US GAAP, and have been audited for the
period ended December 31, 2004 and the years ended December 31, 2005, 2006 and 2007 by Deloitte Hadjipavlou,
Sofianos & Cambanis S.A., or Deloitte.

Our audited consolidated statements of income, consolidated statements of cash flows and consolidated statements of
changes in stockholders’ equity for the years ended December 31, 2005, 2006 and 2007 and the consolidated balance
sheets as of December 31, 2006 and 2007, together with the notes thereto, are included in ‘‘Item 18. Financial
Statements’’ and should be read in their entirety. The selected consolidated income statement data for the period ended
December 31, 2004 and the selected balance sheet data as of December 31, 2004 and 2005 have been derived from our
audited consolidated financial statements, which are not in ‘‘Item 18. Financial Statements.’’

1
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 Period from
October 12,
 2004 through
 December 31,
 2004  Year ended December 31,    2005  2006  2007 INCOME STATEMENT DATA 
Revenues:  Voyage revenues  $ 2,048,006  $ 36,644,591  $ 73,259,369  $ 89,995,123 
Operating expenses:  Voyage expenses  341,203  2,688,155  6,213,804  5,369,546 
Vessels operating expenses  759,010  9,095,576  19,474,344  25,435,578  Dry-docking costs  — 
470,384  2,243,395  314,181  Management fees  111,540  1,473,080  3,068,609  4,126,610  General
and administrative expenses  35,100  779,539  3,457,688  5,024,912  Depreciation  264,458 
5,611,942  13,058,316  16,546,692  Total expenses  1,511,311  20,118,676  47,516,156  56,817,519 
Income from operations  536,695  16,525,915  25,743,213  33,177,604  Interest and finance costs  — 
(2,685,207 )   (7,705,602 )   (9,831,404 )  Change in fair value of derivatives  —  (67,000 )   (192,664 )  
(2,573,992 )  Interest income  47  780,434  735,090  1,888,070  Foreign exchange loss  (5,534 )  
(18,091 )   (87,528 )   (122,171 )  Other expenses, net  (5,487 )   (1,989,864 )   (7,250,704 )  
(10,639,497 )  Net income  $ 531,208  $ 14,536,051  $ 18,492,509  $ 22,538,107  Earnings per share, basic
and diluted (retroactively adjusted for 60,000-to-1 stock split effected on August 26, 2005)  $ 0.09  $ 1.84  $
1.31  $ 1.26  Weighted (and diluted) average number of shares outstanding (retroactively adjusted for 60,000-to-1
stock split effected on August 26, 2005)  6,000,000  7,906,849  14,161,096  17,943,346  Dividends
declared per share, basic and diluted (retroactively adjusted for 60,000-to-1 stock split effected on August 26, 2005)* 
 —  1.67  0.75  0.75 

 As of December 31,    2004  2005  2006  2007 BALANCE SHEET DATA  Current assets,
including cash  $ 1,316,069  $ 26,016,248  $ 17,891,738  $ 69,497,341  Total assets  40,617,369 
256,978,768  319,605,321  477,593,326  Current liabilities  3,234,013  20,725,441  28,628,998 
37,372,666  Derivative liability  —  67,000  35,902  3,288,989  Total long-term debt, including current
portion  —  97,706,000  140,948,240  145,758,529  Total stockholders’ equity  37,383,356  151,107,327

 163,802,228  303,030,788  Capital stock (retroactively adjusted for 60,000-to-1 stock split effected on
August 26, 2005)  60,000  140,000  144,000  222,841  Common shares outstanding (retroactively adjusted
for 60,000-to-1 split effected on August 26, 2005)  6,000,000  14,000,000  14,400,000  22,284,105 
2
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 Period from
October 12,
 2004 through
 December 31,
 2004  Year ended December 31,    2005  2006  2007 OTHER FINANCIAL DATA  Net cash
provided by operating activities  $ 598,710  $ 24,414,729  $ 33,224,984  $ 47,704,497  Net cash used in
investing activities  (37,415,758 )   (197,780,709 )   (84,282,368 )   (149,636,615 )  Net cash provided by
financing activities  36,817,048  196,576,223  38,994,012  123,900,119  FLEET DATA 
 Average number of vessels(1)  2.3  11.9  25.9  32.8  Total voyage days for fleet(2)  286  4,288 
9,346  11,871  Total time and bareboat charter days for fleet(3)  174  4,105  8,209  11,170  Total spot
market days for fleet(4)  112  183  1,137  701  Total calendar days for fleet(5)  286  4,334  9,451 
 11,986  Fleet utilization(6)  100 %   98.9 %   98.9 %   99.0 %  AVERAGE DAILY RESULTS 

 Time charter equivalent(7)  $ 5,968  $ 7,919  $ 7,174  $ 7,129  Vessel operating expenses(8)  2,654 
 2,099  2,061  2,122  General and administrative expenses  123  180  366  419  Management fees 

 390  340  325  344  Total operating expenses(9)  3,167  2,279  2,426  2,541 
 * As a

privately held company, we paid no dividends in 2004 and an aggregate dividend of $10.0 million in July 2005. We
paid no dividends in 2005 after becoming a public company in October 2005. We paid our first quarterly dividend
since becoming a public company in October 2005, of $0.1875 per share, in January 2006. Our payment of dividends
is subject to the discretion of our Board of Directors. Our loan agreements and the provisions of Marshall Islands law
also restrict our ability to pay dividends. See ‘‘Item 3. Risk Factors — Risks Related to Our Common Stock — We may not
be able to pay cash dividends on our Common Stock as intended’’ and ‘‘Item 8. Financial Information — Dividend Policy.’’
(1) Average number of vessels is the number of vessels that constituted our fleet for the relevant period, as measured
by the sum of the number of days each vessel was a part of our fleet during the period divided by the number of
calendar days in that period. (2) Our total voyage days for our fleet reflect the total days the vessels were in our
possession for the relevant periods, net of off-hire days associated with major repairs, drydockings or special or
intermediate surveys. (3) Total time charter days for fleet are the number of voyage days the vessels in our fleet
operated on time charters for the relevant period. (4) Total spot market charter days for fleet are the number of voyage
days the vessels in our fleet operated on spot market charters for the relevant period. (5) Total calendar days are the
total days the vessels were in our possession for the relevant period including off-hire days associated with major
repairs, drydockings or special or intermediate surveys. (6) Fleet utilization is the percentage of time that our vessels
were available for revenue generating voyage days, and is determined by dividing voyage days by fleet calendar days
for the relevant period. (7) Time charter equivalent rate, or TCE rate, is a measure of the average daily revenue
performance of a vessel on a per voyage basis. Our method of calculating TCE rate is consistent with industry
standards and is determined by dividing voyage revenues (net of voyage expenses) or time charter equivalent revenues
or ‘‘TCE revenues’’ by voyage days for the relevant time period. Voyage expenses primarily consist of port, canal and
fuel costs that are unique to a particular voyage, which would otherwise be paid by the charterer under a time charter
contract, as well as commissions. TCE revenues, a non-GAAP measure, provides additional meaningful information
in conjunction with shipping revenues, the most directly comparable GAAP measure, because it assists Company
management in making decisions regarding the deployment and use of its vessels and in evaluating their financial
performance. It is also a standard shipping industry performance measure used primarily to compare period-to-period
changes in a shipping company’s performance despite changes in the mix of charter types (i.e., spot charters, time
charters and bareboat charters) under which the vessels may be employed between the periods.

3
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calculation of TCE rate follow: 

Period from
October 12, 2004
through
December 31,
2004 

Year ended December 31,    2005  2006  2007 Voyage revenues  $ 2,048,006  $ 36,644,591  $ 73,259,369 
$ 89,995,123  Voyage expenses  (341,203 )   (2,688,155 )   (6,213,804 )   (5,369,546 )  Time charter
equivalent revenues  $ 1,706,803  $ 33,956,436  $ 67,045,565  $ 84,625,577  Total voyage days for fleet 
286  4,288  9,346  11,871  Time charter equivalent (TCE) rate  $ 5,968  $ 7,919  $ 7,174  $ 7,129 

 (8)
Vessel operating expenses, which include crew costs, provisions, deck and engine stores, lubricating oil, insurance,
maintenance and repairs is calculated by dividing vessel operating expenses by fleet calendar days for the relevant
time period. (9) Total operating expenses, or TOE, is a measurement of our total expenses associated with operating
our vessels. TOE is the sum of vessel operating expenses and general and administrative expenses. Daily TOE is
calculated by dividing TOE by fleet calendar days for the relevant time period.

Capitalization and Indebtedness

The table below sets forth our consolidated capitalization at December 31, 2007 and an actual basis and as adjusted to
reflect additional debt of (i) $99.13 million drawn under our facilities with DnB NOR Bank, Deutsche Bank and
Scotia Capital Europe, (ii) the grant on March 18, 2008 of 26,005 restricted shares of our common stock to our Deputy
Chairman and certain employees of our manager providing services to us and (iii) debt repayments in the amount of
$8.7 million made from January 1, 2007 to May 1, 2008. There has been no material change to our capitalization since
December 31, 2007 as so adjusted.

This table should be read in conjunction with the consolidated financial statements and the notes thereto included
elsewhere herein.

 As
of December 31, 2007    Actual  As Adjusted In thousands of U.S. Dollars  Long-term debt obligations
(including current portion)*  $ 145,758,529  $ 236,193,721  Stockholders’ equity:  Common stock, $0.01
par value per share, 100,000,000 shares authorized; 22,284,105 issued and outstanding and 22,310,110(1) shares
issued and outstanding as adjusted  $ 222,841  $ 223,101  Additional paid-in capital  $ 281,612,867  $
282,113,258  Retained earnings  $ 21,650,412  $ 21,650,412  Total stockholders’ equity  $ 303,486,120  $
303,986,771  Total capitalization  $ 449,244,649  $ 540,180,492 

 * All of
our indebtedness is secured. (1) Includes 26,005 restricted shares awarded on March 18, 2008.

Reasons For the Offer and Use of Proceeds

Not Applicable.
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Risk Factors

Risks Related To Our Industry

The cyclical nature of the demand for LPG product transportation may lead to significant changes in our chartering
and vessel utilization, which may adversely affect our revenues, profitability and financial position

The international LPG carrier market is cyclical with attendant volatility in profitability, charter rates and vessel
values. Recent fluctuations attest to the volatility in the gas carrier market. Because many factors influencing the
supply of, and demand for, vessel capacity are unpredictable, the timing, direction and degree of changes in the
international gas carrier market are also not predictable.

The degree of charter rate volatility among different types of gas carriers has varied widely. To the extent we have
vessels in the spot market, we are exposed to changes in spot rates for gas carriers and such changes can affect our
earnings and the value of our gas carriers at any given time and are also exposes to fluctuations in bunker (fuel) costs
for which we are responsible in respect of vessels on spot charters. As our period charters expire that they may not be
extended or renewed on favorable terms when compared to the terms of the expiring charters.

In addition, when LPG vessel prices are considered to be low, companies not usually involved in shipping may make
speculative vessel orders, thereby increasing the LPG shipping supply, satisfying demand sooner and potentially
suppressing charter rates. Any of the foregoing factors could have an adverse effect on our revenues, profitability and
financial position.

Charter rates for handy size LPG carriers reached historically high levels during 2005, declined overall during the
course of 2006, then increased during latter part of 2006 and this increase continued throughout 2007 and into the
early months of 2008. Future demand for LPG carriers and charter rates will depend on continued economic growth in
the world economy and demand for LPG product transportation that exceeds the capacity of the growing worldwide
LPG carrier fleet’s ability to match it.

We believe that the future demand for LPG carriers and the charter rate levels for LPG carriers will depend upon
continued economic growth in the world’s economy, particularly in the economies of China, India and Southeast Asia,
and upon seasonal and regional changes in demand and changes to the capacity of the world fleet. The capacity of the
world fleet seems likely to increase and that economic growth may not continue. Adverse economic, political, social
or other developments could have a material adverse effect on world economic growth and thus on our business and
results of operations.

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

The factors that influence demand for our vessels include:

 •  supply
and demand for LPG products; 

 •  global and regional
economic conditions; 

 •  the distance LPG
products are to be moved by sea; 
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 •  availability of
alternative transportation means; and 

 •  changes in seaborne
and other transportation patterns.

The factors that influence the supply of vessel capacity include:

 •  the
number of new building deliveries; 

 •  the scrapping rate of
older vessels; 

 •  LPG carrier prices;

5
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 •  changes in

environmental and other regulations that may limit the useful lives of vessels; and 
 •  the number of

vessels that are out of service.

Any material increase in the supply of LPG carrier capacity without a corresponding growth in LPG carrier demand
could have a material adverse effect on the employment of our LPG fleet and on prevailing charter rates and could
accordingly adversely affect our business, financial condition and operating results.

Various economic factors could materially adversely affect our business, financial position and results of operations,
as well as our future prospects

Some LPG products we carry are used in cyclical businesses such as the manufacturing of plastics and in the chemical
industry and, accordingly, a slackening of demand in those industries could adversely affect the LPG carrier industry.
Moreover, an adverse change in economic conditions affecting China, Japan, India or Southeast Asia could have a
negative effect on the demand for LPG products, thereby adversely affecting our business, financial position and
results of operations, as well as our future prospects. In particular, in recent years China and India have been among
the world’s fastest growing economies in terms of gross domestic product. Such growth may not be sustained and these
countries’ economies may experience a slowdown or recession in the future. Moreover, any further deterioration in the
economy of the United States or any slowdown the European Union may adversely affect economic growth in Asia.
Our business, financial position and results of operations, as well as our future prospects, could likely be materially
and adversely affected by an economic downturn in any of these countries or regions.

If the demand for LPG products and LPG shipping does not continue to grow, our business, results of operations and
financial condition could be adversely affected

Our growth depends on continued growth in world and regional demand for LPG products and LPG shipping, all of
which could be adversely affected by a number of factors, such as:

 •  increases
in the cost of petroleum and natural gas from which LPG is derived; 

 •  increases in the
production and demand for industrial and residential area petroleum gas in areas linked by pipelines to consuming
areas, or the conversion of existing non-petroleum gas pipelines to petroleum gas pipelines in those markets; 

 •  decreases in the
consumption of LPG or natural gas due to increases in its price relative to other energy sources or other factors
making consumption of LPG or natural gas less attractive; 

 •  availability of new,
alternative energy sources; 

 •  a reduction in
global or general industrial activity specifically in the plastics and chemical industry; and 

 •  adverse global or
regional economic or political conditions, particularly in LPG consuming regions, which could reduce energy
consumption.

Reduced demand for LPG products and LPG shipping would have a material adverse effect on our future growth and
would harm our business, results of operations and financial condition.
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Our operating results are subject to seasonal fluctuations, which could affect our operating results and the amount of
available cash with which we can pay dividends

We operate our LPG carriers in markets that have historically exhibited seasonal variations in demand and, as a result,
in charter hire rates. This seasonality may result in quarter-to-quarter volatility in our operating results, which could
affect the amount of dividends that we pay to our stockholders from quarter-to-quarter. The LPG carrier market is
typically stronger in the fall and winter months in anticipation of increased consumption of propane and butane for
heating during the

6
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winter months. In addition, unpredictable weather patterns in these months tend to disrupt vessel scheduling and
supplies of certain commodities. As a result, our revenues may be stronger in fiscal quarters ended December 31 and
March 31, and conversely, our revenues may be weaker during the fiscal quarters ended June 30 and September 30.
This seasonality could materially affect our operating results and cash available for distribution to our stockholders as
dividends in the future.

Our revenues, operations and future growth could be adversely affected by a decrease in supply of liquefied natural
gas, or natural gas

As of the current period, there has been a strong supply for and an increase in the construction of plants and projects
involving natural gas, of which LPG is a byproduct. However it should be noted that several of these projects have
experienced delays for various reasons in their completion and thus the expected increase in the supply of LPG from
these projects maybe delayed by up to two years on average in our estimation. If the supply of natural gas decreases,
we may see a concurrent reduction in the production of LPG and resulting lesser demand and lower charter rates for
our vessels. A significant reduction in the supply of LPG would ultimately have a material adverse impact on our
revenues, operations and future growth.

Because the market value of our vessels are currently at high levels and may fluctuate significantly, we may incur
losses when we sell our vessels, which may adversely affect our earnings and possibly lead to defaults under our loan
agreements

The market value of our LPG carriers, which are currently at high levels, may fluctuate depending on a number of
factors including:

 •  general
economic and market conditions affecting the shipping industry; 

 •  age, sophistication
and condition of our vessels; 

 •  types and sizes of
vessels;  • 
availability of other modes of transportation; 

 •  cost and delivery of
schedules for new buildings; 

 •  governmental and
other regulations; 

 •  supply and demand
for LPG products; 

 •  prevailing level of
LPG charter rates; and 

 •  technological
advances.

If we sell vessels at a time when vessel prices have fallen and before we have recorded an impairment adjustment to
our financial statements, the sale may be less than the vessel’s carrying value on our financial statements, resulting in a
loss and reduction in earnings. Furthermore, if vessel values fall significantly we may have to record an impairment
adjustment in our financial statements which could adversely affect our financial results. If the market value of our
fleet declines, we may not be in compliance with certain provisions of our existing loan agreements and we may not
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be able to refinance our debt or obtain additional financing. If we are unable to pledge additional collateral, our
lenders could accelerate our debt and foreclose on our fleet. The loss of our vessels would mean we could not run our
business.

The product carrier shipping sector is cyclical, which may lead to lower charter rates and lower vessel values

The medium range, or M.R., type product carrier shipping sector is also cyclical with attendant volatility in charter
rates and vessel values. The daily time charter equivalent rate for one year in the Far East is currently for such vessels
$14,500 per day compared to a year to date average of $20,500 per day time charter equivalent rate. In Europe the
current daily time charter equivalent rate is $30,000 per day compared to a year to date average $18,500 per day time
charter equivalent rate.

7
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We may not be able, due to prevailing market conditions, to renew existing charters at the same or similar rates when
the current time charter expires in the second quarter of 2012 for our contracted product carrier and in the first quarter
of 2015 for the two product carriers in our current fleet that are on bareboat charter. If we are required to enter into a
charter when charter hire rates are low, our results of operations and our ability to pay dividends could be adversely
affected.

In addition, the market values and charter hire rates of medium-range product tankers can fluctuate substantially over
time due to a number of different factors, including:

 •  prevailing
economic conditions in the market in which the vessel trades; 

 •  regulatory changes;
 •  lower

levels of demand for refined petroleum products; 
 •  increases in the

supply of vessel capacity; and 
 •  the cost of

retrofitting or modifying existing ships, as a result of technological advances in vessel design or equipment, changes
in applicable environmental or other regulations or standards, or otherwise.

Any of these factors would result in a decrease in the value of our medium range product tankers.

We are subject to regulation and liability under environmental laws that could require significant expenditures and
affect our financial conditions and results of operations

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

The United States Oil Pollution Act of 1990, or OPA, established an extensive regulatory and liability regime for the
protection and cleanup of the environment from oil spills. OPA 90 applies to any discharges of oil from a vessel,
including discharges of fuel oil (bunkers) and lubricants. OPA affects all owners and operators whose vessels trade in
the United States, its territories and possessions or whose vessels operate in United States waters, which includes the
United States’ territorial sea and its 200 nautical mile exclusive economic zone. Under OPA, vessel owners, operators
and bareboat charterers are ‘‘responsible parties’’ and are jointly, severally and strictly liable (unless the discharge of
pollutants results solely from the act or omission of a third party, an act of God or an act of war) for all containment
and clean-up costs and other damages arising from discharges or threatened discharges of oil from their vessels. In
addition, our vessels are subject to OPA financial responsibility requirements for ‘‘tank vessels’’. See ‘‘Item 4. Information
on the Company — Environmental and Other Regulation.’’
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The International Maritime Organization (the ‘‘IMO’’), which is an agency of the United Nations, has adopted final
regulations that are designed to reduce pollution in international waters, both from accidents and from routine
operations. These regulations address oil discharges, ballasting and unloading operations, sewage, garbage, and air
emissions. In complying with OPA 90 and the IMO regulations and other regulations that may be adopted, including
regulations governing the safety, construction, equipment, operation and liability of our vessels, we may be required
to incur additional costs in meeting new maintenance and inspection requirements, in developing contingency plans
for potential spills, and in obtaining insurance coverage.
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The operation of our vessels is affected by the requirements set forth in the International Management Code for the
Safe Operation of Ships and Pollution Prevention (‘‘ISM Code’’). The ISM Code requires ship owners and bareboat
charterers to develop and maintain an extensive ‘‘Safety Management System’’ that includes the adoption of a safety and
environmental protection policy setting forth instructions and procedures for safe operation and describing procedures
for dealing with emergencies. The failure of a ship owner or bareboat charterer to comply with the ISM Code may
subject the owner or charterer to increased liability, may decrease available insurance coverage for the affected
vessels, and may result in a denial of access to, or detention in, certain ports. Currently, each of the vessels in our fleet
is ISM Code-certified. Because these certifications are critical to our business, we place a high priority on maintaining
them. For this reason, we believe it is highly unlikely that such certifications could be discontinued. However, there is
the possibility that such certifications will not be maintained.

We currently maintain, for each of our vessels, pollution liability coverage insurance in the amount of $1.0 billion per
incident. In addition, we carry hull and machinery and protection and indemnity insurance to cover the risks of fire
and explosion. Under certain circumstances, fire and explosion could result in a catastrophic loss. While we believe
that our present insurance coverage is adequate, not all risks can be insured, and there is the possibility that any
specific claim may not be paid, or that we will always be able to obtain adequate insurance coverage at reasonable
rates. If the damages from a catastrophic spill exceeded our insurance coverage, it would have a severe effect on us
and could possibly result in our insolvency.

We believe that regulation of the shipping industry will continue to become more stringent and more expensive for us
and our competitors. Substantial violations of applicable requirements or a catastrophic release from one of our
vessels could have a material adverse impact on our financial condition and results of operations.

Our vessels are subject to periodic inspections by a classification society

The hull and machinery of every commercial vessel must be classed by a classification society authorized by its
country of registry. The classification society certifies that a vessel is safe and seaworthy in accordance with the
applicable rules and regulations of the country of registry of the vessel and the Safety of Life at Sea Convention. Our
fleet is currently classed with Lloyds Register of Shipping, Nippon Kaiji Kyokai, or NKK, the American Bureau of
Shipping, RINA SpA, Bureau Veritas and C.C.S., the Chinese Classification Society.

A vessel must undergo annual surveys, intermediate surveys and special surveys. In lieu of a special survey, a vessel’s
machinery may be on a continuous survey cycle, under which the machinery would be surveyed periodically over a
five-year period. Our vessels are on special survey cycles for hull inspection and continuous survey cycles for
machinery inspection. Every vessel is also required to be dry docked every two to three years for inspection of the
underwater parts of such vessel.

If a vessel does not maintain its class and/or fails any annual survey, intermediate survey or special survey, the vessel
will be unable to trade between ports and will be unemployable and we could be in violation of covenants in our loan
agreements and insurance contracts or other financing arrangements. This would adversely impact our operations and
revenues.

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

Crew members, suppliers of goods and services to a vessel, shippers of cargo and others may be entitled to a maritime
lien against that vessel for unsatisfied debts, claims or damages. In many jurisdictions, a maritime lien holder may
enforce its lien by arresting a vessel through foreclosure proceedings. The arrest or attachment of one or more of our
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vessels could interrupt our cash flow and require us to pay large sums of funds to have the arrest lifted. For example in
May 2007, one of our vessels, the Gas Shanghai was detained in the port of Ho Chi Minh City, Vietnam for nearly six
weeks in connection with a collision, during which period the Gas Shanghai did not generate any revenue.

In addition, in some jurisdictions, such as South Africa, under the ‘‘sister ship’’ theory of liability, a claimant may arrest
both the vessel which is subject to the claimant’s maritime lien and any
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‘‘associated’’ vessel, which is any vessel owned or controlled by the same owner. Claimants could try to assert ‘‘sister ship’’
liability against one vessel in our fleet for claims relating to another of our ships or, possibly, another vessel managed
by the Vafias Group.

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

A government could requisition for title or seize our vessels. Requisition for title occurs when a government takes
control of a vessel and becomes the owner. Also, a government could requisition our vessels for hire. Requisition for
hire occurs when a government takes control of a vessel and effectively becomes the charterer at dictated charter rates.
Generally, requisitions occur during a period of war or emergency. Government requisition of one or more of our
vessels would adversely impact our operations and revenues, thereby resulting in loss of revenues.

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

The operation of an ocean-going vessel carries inherent risks. These risks include the possibility of:

 •  marine
accident or disaster; 

 •  piracy and
terrorism;  • 
explosions; 
•  environmental accidents; 

 •  pollution; 
 •  loss of life; 

 •  cargo and
property losses or damage; and 

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

Any of these circumstances or events could increase our costs or lower our revenues. The involvement of our vessels
in a serious accident could harm our reputation as a safe and reliable vessel operator and lead to a loss of business.

Our vessels may suffer damage and we may face unexpected dry docking and repair costs, which could affect our cash
flow and financial condition

If our vessels suffer damage, they may need to be repaired at a shipyard facility. The costs of dry docking and repairs
are unpredictable and can be substantial. We may have to pay dry docking and repair costs that our insurance does not
cover. The loss of earnings while these vessels are being repaired and repositioned, as well as the actual cost of these
repairs, would have an adverse effect on our cash flow and financial condition. We do not intend to carry business
interruption insurance.

Our operations outside the United States expose us to global risks, such as terrorism, that may interfere with the
operation of our vessels
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We are an international company and primarily conduct our operations outside the United States. Changing economic,
political and governmental conditions in the countries where we are engaged in business or where our vessels are
registered affect us. In the past, political conflicts, particularly in the Arabian Gulf, resulted in attacks on vessels,
mining of waterways and other efforts to disrupt shipping in the area. For example, in October 2002, the vessel
Limburg was attacked by terrorists in Yemen. Acts of terrorism and piracy have also affected vessels trading in
regions such as the South China Sea. Following the terrorist attack in New York City on September 11, 2001, and the
military response of

10

Edgar Filing: StealthGas Inc. - Form 20-F

23



Table of Contents

the United States and other nations, including the conflict in Iraq, the likelihood of future acts of terrorism may
increase, and our vessels may face higher risks of being attacked. In addition, future hostilities or other political
instability in regions where our vessels trade could affect our trade patterns and adversely affect our operations and
performance. Furthermore, future terrorist attacks could result in increased volatility of the financial markets in the
United States and globally and could result in an economic recession in the United States or the world. Any of these
occurrences could have a material adverse impact on our operating results, revenue and costs.

Terrorist attacks, or the perception that LPG or natural gas facilities and LPG or natural gas carriers are potential
terrorist targets, could materially and adversely affect the continued supply of LPG and natural gas to the United
States and to other countries. Concern that LPG and natural gas facilities may be targeted for attack by terrorists has
contributed to a significant community and environmental resistance to the construction of a number of natural gas
facilities, primarily in North America. If a terrorist incident involving a gas facility or gas carrier did occur, the
incident may adversely affect necessary LPG facilities or natural gas facilities currently in operation.

Risks Related To Our Business

Dependence on our relationship with the Vafias Group and Stealth Maritime

We intend to continue to reimburse our fleet manager, Stealth Maritime, for the salaries of our Chief Executive
Officer, Deputy Chairman and Executive Director, Chief Financial Officer and Internal Auditor, who are employees
of Stealth Maritime. Currently Stealth Maritime serves as the technical manager for 10 of the vessels in our fleet while
subcontracting the technical management of the remaining vessels in our fleet to third party managers. We are
accordingly dependent upon our fleet manager, Stealth Maritime, for the administration, chartering and operations
supervision of our fleet. Stealth Maritime is a privately-owned company controlled by the Vafias Group and about
which there is little public information. We depend on our relationship with the Vafias Group for:

 •  our
recognition and acceptance in the LPG carrier sector and, to a lesser extent, product tanker sector, including our ability
to attract charterers; 

 •  relations with
charterers and charter brokers; 

 •  operational
expertise; and 

 •  management
experience.

The loss of Stealth Maritime’s services or its failure to perform its obligations to us properly for financial or other
reasons could materially and adversely affect our business and the results of our operations. Although we may have
rights against Stealth Maritime if it defaults on its obligations to us, you will have no recourse against Stealth
Maritime. In addition, we might not be able to find a replacement manager on terms as favorable as those currently in
place with Stealth Maritime. Further, we expect that we will need to seek approval from our lenders to change our
manager.

We depend on third party managers to manage part of our fleet

Stealth Maritime subcontracts the technical management of our fleet for those vessels either on time charter or spot
employment that are not managed by Stealth Maritime, currently thirteen in number, including crewing, operation,
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maintenance and repair, to third party managers. The loss of their services or their failure to perform their obligations
could materially and adversely affect the results of our operations. Although we may have rights against these
managers if they default on their obligations, you will have no recourse against these parties. In addition, we might not
be able to find replacement technical managers on terms as favorable as those currently in place. Further, we expect
that we will need to seek approval from our lenders to change these third party managers.

We may enter into certain significant transactions with companies affiliated with the Vafias Group which may result
in conflicts of interests

In addition to our management contract with Stealth Maritime, a company controlled by the Vafias Group and the
Vafias family, of which our Chief Executive Officer is a member, we may enter
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into other transactions with companies affiliated with the Vafias Group. Such transactions could create conflicts of
interest that could adversely affect our business or your interests as stockholders of our common stock, as well as our
financial position and results of operations, as well as our future prospects.

Our directors and officers may in the future hold direct or indirect interests in companies that compete with us

Our directors and officers each have a history of involvement in the shipping industry and may in the future, directly
or indirectly, hold investments in companies that compete with us. In that case, they may face conflicts between their
own interests and their obligations to us.

Stealth Maritime and companies affiliated with Stealth Maritime, including Brave Maritime, may acquire vessels that
compete with our fleet

It is possible that Stealth Maritime or companies affiliated with Stealth Maritime could, in the future, agree to manage
vessels that compete directly with ours. As long as Stealth Maritime is our fleet manager, Stealth Maritime has
granted us a right of first refusal to acquire any LPG carrier, which Stealth Maritime, its principals or any of their
controlled affiliates may acquire in the future. In addition, Stealth Maritime has agreed that it will not charter-in any
LPG carrier without first offering the opportunity to charter-in such vessel to us. Were we, however, to decline any
such opportunity offered to us or if we do not have the resources or desire to accept any such opportunity, Stealth
Maritime could retain and manage the vessel. In addition, there right of first refusal does not cover product tankers. In
addition, these restrictions, including the right of first refusal, do not apply to Brave Maritime. Furthermore, this right
of first refusal does not prohibit Stealth Maritime from managing vessels owned by unaffiliated third parties in
competition with us. In such cases, they could compete with our fleet and may face conflicts between their own
interests and their obligations to us. In addition, in the future, we may also consider diversifying into wet, dry or other
gas shipping sectors. Any such vessels would be in competition with Stealth Maritime and companies affiliated with
Stealth Maritime. Stealth Maritime might be faced with conflicts of interest with respect to their own interests and
their obligations to us that could adversely affect our business and your interests as stockholders.

As our current charters expire, new charters at attractive rates may not be available which would have an adverse
impact on our revenues and financial condition

Charter rates for LPG carriers are currently towards the higher end in terms of the levels seen in recent years. In the
remainder of 2008 and in 2009, we expect to derive the vast majority of our revenues from period charters, including
time and bareboat charters and as of May 1, 2008, 91% of our voyage days were under fixed-rate contracts for the
remainder of 2008 and 57% of our voyage days were under fixed-rate contracts for 2009. When the current charters
for our fleet expire, it may not be possible to re-charter these vessels at similar rates, including the 43% of our voyage
days for 2009 for which we did not have charters as of May 1, 2008, and as a result, we may have to accept lesser
rates or experience off-hire time for our vessels, which may adversely impact our revenues and financial condition.

We are dependent on the ability of our charterers to honor their commitments to us for all our revenues

We derive all our revenues from the payment of hire by charterers. If our charterers encounter financial difficulties
and cannot pay us, or otherwise refuse to pay us, our recourse against them may be limited or may not be able to be
undertaken in a timely fashion. Non-payment by charterers would have a material adverse effect on our revenues.
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As our fleet continues to grow in size, we will need to improve our operations and financial systems, staff and crew; if
we cannot improve these systems or recruit suitable employees, our business and results of operations may be
adversely affected

We have continued to rapidly expand our fleet in the past twelve months, and as a consequence of this Stealth
Maritime has invested considerable sums in upgrading its operating and financial systems, as well as hiring several
well qualified personnel to manage the vessels now managed by Stealth Maritime. In addition, as we expand our fleet,
we will have to rely on our technical managers to recruit suitable additional seafarers and shore side administrative
and management personnel. Stealth Maritime and those technical managers may not be able to continue to hire
suitable employees as we expand our fleet. Our LPG carriers require a technically skilled staff with specialized
training. If the technical managers’ crewing agents are unable to employ such technically skilled staff, they may not be
able to adequately staff our vessels. If Stealth Maritime is unable to operate our financial and operations systems
effectively or our technical managers are unable to recruit suitable employees as we expand our fleet, our results of
operation may be adversely affected.

We depend upon a few significant customers for a large part of our revenues. The loss of one or more of these
customers could adversely affect our financial performance

In our operating history we have derived a significant part of our revenue from a small number of charterers. For the
year ended December 31, 2007, approximately 67% of our revenue were derived from our three largest charter
customers. We anticipate continuing to serve these customers as well as additional customers which will represent
significant amounts of our revenue after our acquisition of additional vessels which we have yet to identify. If we
encounter any difficulties in our relationships with these charterers, our results of operations, cash flows and financial
condition could be adversely affected.

If we fail to manage our planned growth properly, we may not be able to successfully expand our market share

The acquisition of additional vessels imposes significant additional responsibilities on our management and staff, and
may necessitate that we, and they, increase the number of personnel.

We intend to continue to grow our fleet. We may not be able to identify suitable vessels, acquire vessels on
advantageous terms or obtain financing for such acquisitions. Our growth will depend on:

 •  locating
and acquiring suitable vessels; 

 •  identifying and
completing acquisitions or joint ventures; 

 •  integrating any
acquired business successfully with our existing operations; 

 •  expanding our
customer base; 

 •  managing our
expansion; and 

 •  obtaining required
financing.
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Growing our business by acquisition presents numerous risks such as undisclosed liabilities and obligations, difficulty
experienced in obtaining additional qualified personnel and managing relationships with customers and our
commercial and technical managers and integrating newly acquired vessels into existing infrastructures. We may not
be successful in executing our growth plans or that we will not incur significant expenses and losses in connection
therewith.

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

Our success depends to a significant extent upon the abilities and efforts of our management team, including our Chief
Executive Officer, Harry Vafias, our Chief Financial Officer, Andrew Simmons and our Deputy Chairman and
Executive Director, Lambros Babilis. In addition, Harry
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Vafias is a member of the Vafias family, which controls the Vafias Group, which in turn controls Stealth Maritime,
our fleet manager. Our success will depend upon our and Stealth Maritime’s ability to hire and retain qualified
managers to oversee our operations. The loss of any of these individuals could adversely affect our business prospects
and financial condition. Difficulty in hiring and retaining personnel could adversely affect our results of operations.
We do not have employment agreements directly with our Chief Executive Officer or Chief Financial Officer, who are
technically employees of Stealth Maritime, our fleet manager, although under our management agreement with Stealth
Maritime, our relationship with each of our Chief Executive Officer and Chief Financial Officer is governed by terms
substantially similar to those typically included in employment agreements. We do not have an employment
agreement with Lambros Babilis, our Deputy Chairman and Executive Director. We do not intend to maintain ‘‘key
man’’ life insurance on any of our officers.

A significant increase in our debt levels may adversely affect us and our cash flows

We have recently incurred additional debt to acquire more vessels and the need to service the indebtedness may
impact our profitability and cash available for growth of our fleet, working capital and dividends. Additionally, an
increase in the present interest rate levels may increase the cost of servicing our indebtedness with similar results.

To finance our future fleet expansion program beyond our current fleet, we expect to incur additional secured debt.
We will have to dedicate a portion of our cash flow from operations to pay the principal and interest on our debt.
These payments will limit funds otherwise available for working capital, capital expenditures, dividends and other
purposes. The need to service our debt may limit our funds available for other purposes, including distributing cash to
our stockholders, and our inability to service our debt could lead to acceleration of our debt and foreclosure on our
fleet.

Moreover, carrying secured indebtedness exposes us to increased risks if the demand for LPG product or oil-related
product transportation drops significantly and charter rates and vessel values are adversely affected.

Our loan agreements or other financing arrangements contain restrictive covenants that may limit our liquidity and
corporate activities

Our loan agreements impose, and our future financing arrangements may impose, operating and financial restrictions
on us. These restrictions may limit our ability to:

 •  incur
additional indebtedness; 

 •  create liens on our
assets;  • 
sell capital stock of our subsidiaries; 

 •  make investments;
 •  engage in

mergers or acquisitions; 
 •  pay dividends; and

 •  make
capital expenditures.

Our loan agreement with Fortis Bank-Athens Branch requires us to maintain specified financial ratios and satisfy
financial covenants. These financial ratios and covenants include requirements that we:
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 •  maintain
minimum cash balance equivalent to six months interest in a pledged account with the lender at all times; 

 •  ensure that our
leverage, which is defined as total debt net of cash/total market adjusted assets, does not at any time exceed 80%; 

 •  maintain a
ratio of the aggregate market value of the vessels securing the loan to the principal amount should at all times exceed
130%; and
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 •  ensure that our ratio

of EBITDA to interest expense over the preceding six months is at all times more than 2.5 times.

Our loan agreement with Fortis Bank-Athens Branch also requires that members of the Vafias family at all times own
at least 15% of our outstanding capital stock and includes restrictions on the payment of dividends.

Each of our loan agreements with DnB NOR Bank ASA, Scotiabank and Deutsche Bank requires us to maintain a
ratio of the aggregate market value of the vessels securing the loan to the principal amount of the loan should exceed
1.25 to 1. Under the DnB NOR Bank, Scotiabank and Deutsche Bank loan agreements, we are also required to ensure
that our leverage, which is defined as total debt net of cash to our total market value a
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