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Corporate Profile

[ ] Thrcugh the ownership of double hulled products tankers and quality coniainer vessels,
Aries plays a significant role in meeting the worldwide demand for petroleurn products

as well as diverse industrial and censumer goods.
Focused on operational excellence, Aries Maritime provides its customers with
sate, reliable and environmentally sound seaberne transportation services that meet

stringent internal standards.




Financial Highlights

Year ended December 31,

(in thousands of U.5. Doflars except share datal 2004 2005 2006
INCOME STATEMENT DATA
Revenues from voyages $ 48,269 § 75,905 $ 94,199
Qperating expenses {29,205) (43,953) (71,794)
Net operating income 33,788 31,952 22,405
Cther expenses {8,515) (17,181) {20,206)
Net income 25,273 14,771 2,199
Basic and dijuted earnings per share 1.66 0.64 0.08
EBITDAM 39,085 44,054 43,517
EBITDA per share 2.42 1.91 1.53
Weighted average number of shares 16,176,877 23,118,466 28,416,877
BALANCE SHEET DATA
Total assets $245,725 $377.898 $458,040
Total liahilities 229,072 222,217 325,452
Total debt#? 206,960 183,820 284,800
Stockholders’ equity 16,653 155,681 132,588
(1) See EBITDA reconcifiation on page 41 in this annual report.
{2) Total deb! represents the aggregate of current and long-term debt.
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Letter From the CEO

Aries Maritime was founded with the goal of cperating in
two shipping sectors that possess attractive jong-term
fundamentals with independent growth drivers. In an
effort to continue 10 position Aries 10 take advaniage of
these strong fundamentals, we further executed our {leet
expansion plan during 2006 and at the same(time contin-
ued to secure period charter coverage for theI fleet. While
we are pleased with the success we had in these impor-
tant areas, we were confronted with some challenges
during the year which resulted in out-of-service time for
select vessels. To address this issue, we have taken pro-
active measures to further improve our corﬁmercial and
technical operations and are committed to ensuring that

our operations meet the highest standards. 1

Fleet Growth Following our 2005 PO, we worked dili-
gently to grow the Company's products fleet. Toward the
end of 2005, we 1ook delivery of the Chincok; a 2001-built
Handymax products tanker. Building on t%lis SUCCEess,
we took delivery of the Stena Compassion} a Panamax
newbuilding, and its sister ship, the Stena Corﬁpass, during
the first half of 2006. These strategic acquisitions enabled
Aries to increase its products tanker fieet By 47% on a
deadweight tonnage basis since the Corr?pany's IPO.
Consistent with Aries’ focus on growing its fleet based
on certain acquisition criteria, these acquisitions further
improved the fleet's age profile and enhanced the
Company’s position for taking advantage of the strong
long-term demand for seaborne transportation of products

primarily due to the geographic dislocation between areas

of refining capacity and areas of consumption. In exptoring
future opportunities to strategically grow our fleet, we

will remain true to this approach.

Commercial Operations While we are pleased by the
developments in our fleet expansion efforts, the Company
experienced highar than expected out-of-service time
during 2006 which affected its performance. As a result,
during 2006, we implemented important measures
aimed at increasing our utilization rate to best serve share-
holders. After hiring an independent firm to review the
structural integrity of our fleet, we appointed a new Fleet
Manager with 30 years of experience in the shipping
industry. This senior-level position calls for greater over-
sight of our entire fleet operations and establishes a more
well-gefined communications system between Aries and
its main service providers. Beyond implementing mea-
sures designed 1o reduce vessel out-of-service ime, we
continued to maintain our focus on further improving the
cost effectiveness of the Company’s operations and
have rolled out strategic cost control measures, including
enhanced IT systems, improved crewing selection and

purchasing of stores and parts.

Time Charter Covarage In additicn to our concentration on
further improving the Company's fleet operations, we
have maintained our focus on tocking away vessels on
profitable period charters with leading international char-
terers. We believe the execution of our charter strategy
enables Aries to enhance its long-term revenue and garn-

ings visibility.




Consistent with this approach, a humber of our vessels
commenced period charters at attractive rates during
20086, including our two Panamax newbuildings. As part
of our period charter agreements, we also entered into
profit sharing arrangements under favorable terms, effec-
tively providing the Company with the opportunity to ben-
efit from future rate increases without sacrificing the
stability provided by the base rate.

Currently, approximately 93% of Aries’ fleet is secured on
pericd charters with 40% of its products tanker fleet on
period charters containing profit sharing components.
With the majority of the Company's products tankers still
fixed on older pericd charters at rates below current
market rates, we are well positioned to renew contracts

at accretive levels.

Maintaining a Cornmitment to Stable Dividends Arigs’ vision
since its inception has been to provide sharehelders with
siable dividends over the long term. For 2006, the Com-
pany distributed an aggregate dividend of $0.61 per share.
Clearly, we are not pleased by the payout that we made
and do not believe it is an accurate reflection of the earn-

ings power of Aries’ fleet.

Going forward, our goal is to improve our dividend distri-
bution for 2007 and beyond. With an expanded fleet,
tmproved cperating platform and strong period charter
coverage, we believe Aries has positioned itself to accom-

plish this critical objective.

The Year Ahead We are encowaged Dy the progress we
have made to date, which we believe bodes well for
our future performance. Currently, all 15 vessels are fully
operational and we have further strengthened the period
charter coverage of our fleet.

As we continue to seek opportunities to increase our
secured revenue stream, we will maintain cur opportunis-
tic approach focused on signing long-term agreements at
attractive rates, securing new employment for vessels
well before the expiration of their respective charters and
incorporating profit sharing arrangements when the terms

benefit the Company and its shareholders.

Complementing our fecus on signing long-term contracts
for our fleet, we will continue 1o seek opportunities to
grow Aries. In further pursuing our growth strategy, we
will do so with a commitment to meeting well-defined
acquisition ¢riteria that enable us 1o enhance our industry
position, and increase our dividend ang earnings potential

over the long term,

in Appreciation of a Dedicated Team | would like to thank
our employees for all of their hard work and dedication.
Qur Company was confronted by considerable challenges
in 2006 and | appreciate how our entire team has
responded so positively. Aries’ Board of Directors also
made key contributions throughout the year and | would
like to recognize its efforts. Finally, | would like to thank
our customers and shareholders for their continued
support. We look forward to sharing our progress with

you in the future,

Mons S, Bolin
President and Chief Executive Officer

B We believe the execution of our charter strategy enables Aries to enhance its

long-term revenue and earnings visibility. Consistent with this approach, a

number of our vessels commenced period charters at attractive rates during

2006, including our two Panamax newbuildings.
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W During a time in which Aries made significant progress growing its fleet,

[
the Company closed on a new $360 milljon fully revolving credit facility.




Letter From the CFQ

In 2008, Aries Maritime drew upen its financial flexibility
and disciplined approach to expand its fleet. Despite the
execution of its grawth plan, the Company's financial per-
formance during 2006 was affected by higher than
expected out-of-service time. As Aries continues to make
progress in further strengthening its commercial and tech-
nical operations, we remain focused on establishing a solid
financial platform in order to distribute stable dividends

over the long term and expand our industry position.

Building on the November 2005 delivery of the Chinook, a
2001-built Handymax preducts tanker, we took delivery of
two Panamax newbuildings, the Stena Compassion and
the Stena Compass, during the first half of 2006. Through
our fleet expansion efforts, we have grown our products
tanker fleet by 47% on a deadweight tonnage basis and
reduced its average age since our IPO in June 2005.

Curing a time in which Aries made significant progress
growing its fleet, the Company closed on a new $360 mil-
lion fully revolving credit facility. This innovative syndicated
facility was subsiantially oversubscribed, demonstrating
our ability to garner support from leading shipping banks
ted by The Bank of Scotland and Nordea Bank Finland.
We used the proceeds of our expanded facility, which
has a five-year term at a competitive price, 1o replace cur
less advantageous $140 million term loan facility and
$150 million revolving credit facility. With an undrawn
element included in our credit facility, we stand ready to
pursue additional strategic growth opportunities that

meet our return criteria.

While we are pleased with our ahility to meet important

abjectives related to enhancing our financial flexibility and

expanding our fleet, Aries’ financial performance during

the year was hindered by vessel out-of-service time, We
have taken proactive steps to reverse this trend and are
pleased that our entire fleet is currently fuily employed.
For 2006, we reported net income of $2.2 million, or
$0.08 basic and diluted earnings per share, on revenue of
$94.2 million. Of note, our 20086 results include an unreal-
ized net loss of $1.8 million from the change in the fair
value of interest rate swaps used to hedge our exposure
10 LS. interest rates on our debt.

In addition to our active appreach tc managing our ¢ost
of capital through the use of interest rate hedges, we
remain committed to the integrity of our financial report-
ing and have taken steps to comply with Section 404
of the Sarbanes-Oxley Act. As part of these efforts, we
appointed Ernst & Young as Aries’ internal auditor in
addition to PricewaterhouseCocpers as Aries’ external
auditor. While maintaining a commitment to transpar-
ent financial reporting, we are also {ocused on adhering
to U.S. besi practices in terms of disclosure and corpo-

rate governance.

| would like to thank our finance team for their continued
support. | would atso like to recognize the contribution of
our bankers in establishing greater financial flexibility for
Aries. We look forward to building upon our financial plat-
form in 2007 and beyond.

Richard J.H. Coxall
Chief Financial Officer



Fleet Expansion

During 2006, the Company maintained its focus on strate-
gically expanding its fleet with quality vessels. Specifically,
the Company took delivery of two 72,750 dwt double
hulled products tanker newbuildings from Stena Group, a
leading internaticnal shipping group. rncludinglthe delivery
of a 38,701 dwt 2001-built double hulled proc;jucts tanker
in November of 2005, Aries has expanded its products
tanker fleet by 47% on a tonnage basis since the Company
went public in June of 2005.

The acquisition of the three double hulled \:ressels. the
Stena Compassion, the Stena Compass and the Chinook,
provides sirategic long-term benefits for the Company
and its shareholders. First, Aries enhanced its ability (o
capitalize on the favorable fundamentals f%Jr seaborne
refined petroleum transporiation primarily! due to the
geographic dislocation between refinery c‘apacity and
consumption. Second, the Company increased its potential
to realize operational advantages of owning 'sister ships.
Finally, the acquisitions further improve the fleet's age pro-
file, effectively enhancing Aries’ future commercial pros-
pects. Currently, all three vessels are secured on profitable

period charters that inciude profit sharing components,

Going forward, Aries will continue to utilize management’s
disciplined approach in exploring strategic opportunities
to expand its fleet. With an intense fogus on meeting
well-defined acquisition criteria, Aries will be in a position
to further enhance its industry role, and long-term earn-
ings and dividend potential.

In addition to management’s prudent approach, the Com-
pany will rely on its {inancial flexibility while pursuing
future growth. During 2006, the Company closed on a
new $360 million fully revolving credit facility led by lead-
ing shipping banks, The Bank of Scotland and Nordea
Bank Finland. The expanded facility replaced Aries’ $140
million term loan facility and $150 million revolving credit
facility, which was used to finance the acquisition of
the three products tankers since the Company's IPO.
Aries' increased financial capacity, including an undrawn
commiiment under the new facility, bodes well for

the Company to capitalize on additicnal opportunities to

acquire modern tonnage for the benefit of shareholders.




B The acquisition of the three double hulled vessels, the Stena Compassion,

the Stena Compass and the Chinook, provides strategic long-term benefits

for the Company and its shareholders.
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Fleet List ,'

Aries Maritime Transport Limited is an intérnational shipping company that owns and operates products tankers and
coniainer vessels. All of the Company's products tanker vessels are double hulled with an average age of 7.7 years. The
Company's products tanker fleet consists of five MR tankers, four Panamax tankers and one Aframax tanker.
The Company also owns a fleel of {ive container vessels. The Company's container vessels have an average age of
17.4 years and range in capacity from 1.7955 to 2,917 TEU. All of the Company's products tankers and container vessels,
other than the Ostria, currently have perioqI charter coverage. Charters for 40% of the Company's products tanker flegt

have profit sharing components. |

The following table summarizes information about
our products tanker fleet:

Vessel Name Size Year Built
i
l Aframax
Arius 83,790 dwt 1986
! Panamax
: Altius 73,400 dwt 2004
| Fortius 73,400 dwt 2004
| Stena Compass 72,750 dwt 2006
, Stena Compassion 72,750 dwit 2006
! Handymax
‘ Ostria 38,701 dwt 2000
| Nordanvind 38,701 dwt 2001
| Chinook 38,701 dwt 2001
High Land 41,450 dwt 1992
High Rider 41,502 dwt 1991

The following table summarizes information about
our container vessel fleet:

I CMA CGM Makassar 2917 TEU 1990
| CMA CGM Seine 2,917 TEU 1990
! Energy 1 2,438 TEU 1989
' MSC Oslo 2,438 TEU 1989
I Qcean Hope 1,799 TEU 1989
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w Aries Maritime Transport Limited
Selected Consolidated and Combined Financiql Information and Other Data

The following table sets forth our selected consolidated and combined financial and other data. The selected consclidated and combined
financial and other data may not be indicative of the results we would have achieved had we operated as a public company for the
entire pericd presented or of our future results. Thisl information should be read in conjunction with “Management's Discussion and
Analysis of Financial Condition and Results of Operations” and our histarical consclidated and predecessor combined carve-out financial
statements and related notes. In accordance with standard shipping industry practice, we did not obtain from the sellers historical
operating data for the vassels that we acquired, as that data was not material to our decision to purchase the vessels. Accordingly, we
have not included any historical financial data relatirpg to the results of operations of our vessels for any period before we acquired
them. Please see the discussion in “Lack of Historical Operating Data for Vessels Before their Acquisition” in this annual report in
“Management's Discussion and Analysis of Financia! Condition and Results of Operations.”

!
Subsequent to the year ended December 31, 2008, the Company declared dividends of $0.07 per share in respect to the fourth quarter
of 2006. The dividend was paid on March 30, 2007 to stockholders on record as of March 19, 2007
|

! From inception,

. March 7, 2003 to Year ended Year ended Year Ended
Cecember 31, December 31, December 31, December 31,

{Dollars in thousands except per share data) 2003 2004 2005 2006
Income Statement Data (for period ending) |
Revenue from voyages [ § 7,316 $ 48,269 $ 75,905 $ 94,199
Gain on disposal of vessels — 14,724 — —
Commissions | (150) {1,189) (1,323) {1,403)
Voyage expenses P (24} (312) (224) {4,076}
Vessel operating expenses (2,660} (12,460) (17,842) (27,091}
General & administrative expenses I {34} (75) {1,649) (4,226}
Depreciation (1,721} {12,724) (19,446) {29,431)
Amortization of drydocking and special survey expe:nses (271} (1,552) (1,958) (3,568)
Management fees ‘ (199) (893) (1,511) {1,999}
Net operating income 2,257 33,788 31,952 22,405
Interest expense ' {1,639) (8,618 {18,793) {19,135)
Interest received 5 58 672 931
Other income (expenses), net | 6 76 {10) (214)
Change in fair value of derivatives {215) (33} 50 {1,788)
Net income : 514 25,273 14,771 2,199
Earnings per share (basic and diluted) I $ 003 $ 1,56 $ 0.64 $ 0.08
Weighted average number of shares (basic and diluted) 16,176,877 16,176,877 23,118,466 28,416,877
Balance Sheet Data {at period end) |
Cash and cash equivalents ' $ 667 § 5334 $ 19,248 $ 11,612
Restricted cash 109 4,803 10 3,242
Total current assets ! 890 12,371 22,438 22,430
Total assets ' 45,534 248,725 377,898 458,040
Total current liabilittes | 4,177 34,666 21,356 29,622
Current portion of long-term debt 2,667 21,910 — —
Long-term debt, net of current portion | 37,743 185,050 183,820 284,800
Tota!l liabilities 45,020 229,072 222,217 325,452
Total stockholders” equity ' 514 16,653 155,681 132,588
Other Financial Data (for period ending} I
Net cash provided by operating activities $ 4,426 $ 21,899 $ 36,974 $ 24,215
Net cash used in investing activities {41,612 {161,773) (114,001) {101,815}
Net cash provided by financing activities 37,853 144,541 90,941 69,964
Net increase (decrease} in cash and cash equivalents 667 4,667 13,914 (7,636)
Fleet Data (at period end) |
Number of products tankers owned : 2 7 8 10
Number of container vessels owned — 3 5 5

10




m Aries Maritime Transport Limited

Management’s Discussion and Analysis of Financial Condition and Results of Operations

The following discussion of our financial condition and results of
operations should be read in conjunction with our consolidated
and predecessor combined carve-out financial stataments, which
we call our consolidated and combined financial statements, and
the refated notes, and the other financial and other information
included in this document. This discussion contains forward-
focking statements, which are based on our assumptions about
the future of our business. Our actual results will likely differ
materially from those contained in the forward-locking statements
and such differences may be material. Please read “Forward-
Looking Statements” for additional information regarding forward-
looking statements used in this document. Reference in the
foliowing discussion to “owr” and “us” and "the company” refer
to our company, our subsidiaries and the predecessor operations
of Aries Maritirne Transport Limited, except where the context
otherwise indicates or requires.

General

We are Aries Maritime Transport Limited, or Aries Maritime, a
Bermuda company incorporated in January 2005 as a wholly
owned indirect subsidiary ot Aries Energy Corporation, or Aries
Energy. We are an international shipping company that owns
products tankers and container vessels. In March 2005, sub-
sidiaries of Aries Energy contributed to us all of the issued and
outstanding stock of 10 vessel-owning companies in exchange
for shares in our company. Before this contribution, each of
the Aries Energy subsidiaries held 100% of the issued and out-
standing stock of the respective vessel-owning company or
companies owned by it. We now hold 100% of the issued and
outstanding stock of each vessel-owning company. Because our
ownership percentage in each vessel-owning company is identi-
cal to each ¢ontributing subsidiary’s prior ownership percentage
in the sarme vessel-owning company, the group reorganization
was accounted for as an exchange of equity interests at historical
cost. On June 8, 2005 Aries Maritime closed its initial public
offering of 12,240,000 common shares at an offering price of
$12.50 per share.

The combined financial statements included in this document
have been carved out of the consolidated financial statements of
Aries Energy, which owned and operated seven products tankers
and five container vessels during the year ended December 31,
2004. Results have been included from the respective dates
that the vessel-owning subsidiaries came under the control of
the shareholders of Aries Energy. Aries Energy’s shipping inter-
ests and other assets, liahilities, revenues and expenses that do
not refate to the vessel-owning subsidiaries acquired by us are
not included in our combined financial statements. Our financial
position, results of operations and cash flows reflected in our
combined financial statements include all expenses allocable to

our business, but may not be indicative of those that would have
been achieved had we operated as a public entity for all periods
presented or of future results. From March 17, 2005, the consoli-
dated financial statements reflect the consolidated results of
Aries Maritime.

Important Factors to Consider When Evaluating Our Historical
and Future Results of Operations

We acquired our first two vessels, the High Land and the High
Rider, in March 2003. These two vessels were the only vessels
in our fleet to operate for the entire year ended December 21,
2004. At various times between April and December 2004,
we acquired five products tankers and five container vessels.
These ten vessels were placed into servige shortly after their
respective delivery dates. In December 2004, Aries Energy sold
the Makassar and the Seine to an affiliate. As a result of these
disposals, our fleet consisted of seven producis tankers and
three container vessels at December 31, 2004.

We exercised an opiion to re-acquire the Makassar and the Seine
shortly after the clesing of the initial public offering and tock
delivery of these ships in June and July 2005, respectively. In
October 2005, contracis were entered into for the purchase of
two new products tankers; two 72,750 dwt vessels, Stena
Compass and Stena Compassion. The Stena Compass was deliv-
ered in February 2006. The Stena Compassion was delivered
in June 2006. In November 2005 we took delivery of the 2001
built products tanker Chinook. As a result of these acquisitions,
our fleet consisted of eight products tankers and five container
vessels as of December 31, 2005 and ten products tankers and
five container vessels as of December 31, 2006.

The products tanker and container vessel sectors have histori-
cally been highly cyclical, experiencing volatility in profitability,
vessel values and charter rates. In particutar, charter rates are
strongly influenced by the supply of vessels and the demand for
oil and oil products and container transportation services.

Lack of Historical Operating Data for Vessels Before

Their Acquisition

Consistent with shipping industry practice, gther than inspection
of the physical condition of the vessels and examinations of
classification society records, there is no historical financial due
diligence process when we acquire vessels. Accordingly, we do
not obtain the historical operating daia for the vessels from the
sellers because that information is not material to our decision
to make acquisitions, nor do we helieve it would be helpful to
potential investors in our common shares in assessing our busi-
ness or profitability. Most vessels are sold under a standardized
agreement, which, among other things, provides the buyer with
the right to inspect the vessel and the vessel's classification

LA




@ Aries Maritime Transport Limited

Management’s Discussion and Analysis of Financial Condition and Results of Operations (Continued)

society records. The standard agreement doas not give the buyer
the right to inspect, or receive copies of, the historical operating
data of the vessel. Prior to the delivery of a purchased vessel, the
seller typically removes from the vessel all record;s, including
past financial records and accounts related to the vessel. In
addition, the technical management agreement beiween the
seller's technical manager and the seller is automatically termi-
nated and the vessel’s trading certificates are revokeld by its flag
state following a change in ownership.

Consistent with shipping industry practice, we treat|the acquisi-
tion of a vessel (whether acquired with or without charter) as the
acquisition of an asset rather than a business. Althaugh vessels
are generally acquired free of charter, we have acquired {and may
in the future acquire) some vessels with period charters. Where
a vesse! has been under a voyage charter, the vesse| is delivered
to the buyer free of charter. It is rare in the shipping industry
for the last charterer of the vessel in the hands of the seller 10
continue as the first charterer of the vessel in the hands of the
buyer. In most cases, when a vessel is under period charter and
the buyer wishes to assume that charter, the vessel cannot be
acquired without the charterer’s consent and the buyer's enter-
ing into a separate direct agreement with the charterer to assume
the charter. The purchase of a vessel itself does not transfer the
charter, because it is a separate service agreement between the
vessel owner and the charterer. When we purchase'a vessel and
assume a related period charter, we must take the following
steps before the vessel will be ready to commence :operations:

+ gbtain the charterer’'s consent to us as the new owner;

= obtain the charterer’'s consent to a new technical manager,

¢ in some cases, obtain the charterer’s consent o a new flag
for the vessel;

* arrange for a new crew for the vessel;

replace all hired equipment on board, such as gas cylinders

and comrmunication equipment;

negotiate and enter into new insurance contracts for the

vessel through our own insurance brokers;

+ register the vessel under a flag state and perform the related
inspections in order to obtain new trading ceqtificates from
the flag staie; !

e implement a new planned maintenance pragram for the

vessel; and |

ensure that the new technical manager obtaiﬁs new certifi-

cates for compliance with the safety and véssel security

reguiations of the flag state. |

. . S t
The following discussion is intended to help you undesstand
how acquisitions of vessels affect our business and results of
operations.

12

Qur business is comprised of the following main elements.

» employment and operation of our products tankers and
container vessels; and

s management of the financial, general and administrative
glements involved in the conduct of our business and own-
ership of our products tankers and container vessels.

The employment and operation of our vessels require the follow-
ing main components:

= vessel maintenance and repair;
* crew selection and training;

* vessel spares and stores supply;
contingency response planning;
onboard safety procedures auditing;
accounting;

vessel insurance arrangement,

* vessel chartering;

* vessel hire management;

¢ vessel surveying; and

+ vessel performance monitoring.

The management of financial, general and administrative ele-
ments invclved in the conduct of our business and ownership of
our vessels requires the following main components:

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

» management of our accounting system and records and
financial reporting;

« administration of the legal and regulatory requirements
affecting our business and assets; and

* management of the relationships with our service providers
and customers.

Principal Factors that Affect Our Business
The principal factors that affect our financial position, results of
operations and cash flows include:

« charter rates and periods of charterhire;

» vessel operating expenses and voyage costs, which are
incurred in both U.S. Dollars and other currencies, primarily
Euros;

depreciation expenses, which are a function of the cost of
our vessels, significant vessel improvement costs and our
vessels’ estimated useful lives;

financing costs related to our indebtedness, which totalled
$284.8 million at December 31, 2006; and

fluctuations in foreign exchange rates.




The amounts estimated below are not intended to constitute pro
forma financial information within the meaning of regulations
promulgated by the Securities and Exchange Commission, but in
our view, have been determined on a reasonable basis, and
reflect our best currently available estimates and judgments.
These estimates do not represent actual results and should not
be relied upon as being necessarily indicative of future results,
and investors are cautioned not to place undue reliance on this
information. This financial information was not prepared with a
view toward compliance with published guidelines of the
Securities and Exchange Commission or the guidelines estab-
lished by the American Institute of Certified Public Accountants
for preparation and presentation of prospective financial informa-
tion. This forward-locking financial information has been prepared
by us, and is our responsibility.

You should read the following discussion together with the infor-
mation contained in the table of vessel information entitied
“Qur Fleet.” The net daily charterhire ratgs detailed in that table
under “Net Daily Charterhire Rate™ are fixed rates and all detailed
vessels, except Bora, now named Ostria, which is currently trad-
ing in the spot market, are employed under period charters.
Revenues from period charters are stable over the duration of
the charter, provided there are no unexpected or periodic survey
off-hire periods and no performance claims from the charterer or
charterer defaults. We cannot guarantee that actual results will
be as anticipated.

Qur strategy is t¢ employ vessels on period charters in order to
generate stable cash flow over a period of time. Fourteen of our
fifteen vessels are employed, on period charters and, with the
exception of the Stena Compass and Stena Compassion, are
employed on time charters., The Stena Compass and Stena
Compassion charters are bareboat charters, The average remain-
ing term under our existing period charters on our fleet was
1.5 years as of December 31, 2006 with 30% of the charter par-
ties for our products tankers containing profit sharing arrange-
ments. The Ostria {ex Bora) and MSC Oslo {ex SCI Tej) were not
employed on period charter as of December 31, 2006. Our policy
is to carry loss-of-hire insurance, which will provide the equiva-
lent of the charter rate on the vessel in the event that a vessei is
off-hire for more than 14 days up to a maximum of 60 days.

The daily net charterhire under our existing charter agreements is
increased by any profit sharing and by the amortization of the
deferred revenue associated with our assumption of charters
when acquiring certain vessels. The total profit sharing earned
during the year ended December 31, 2006 was $572,012. The
total deferred revenue amortization in respect of the relevant
vessels was $11.7 million during the year ended December 31,
2008. The recognition of deferred revenue will onty continue for

the duration of the charters assumed with the acquisition of the
relevant vessels.

Vessels typically operate for 360 days per year, which is a level
commonly used as an industry average. The five days of non-
operation per year are to provide for time spent in dry-dock
and off-hire time. Should a vessel be operational for 365 days,
instead of 380 days in any year, charterhire income from that
vessel would decrease by 1.4% in that year. We earned reve-
nues, excluding deferred revenue, of $82.5 million in the year
ended December 31, 2006. An average 1.4% decrease in
charterhire income for the vessels then comprising our fleet
wouid have resulted in a decrease of revenues by $1.1 million
to $81.4 million.

With regard to total vessel operating expenses, defined as the
sum of the vessel operating expenses, amortization of actual dry-
docking and special survey expenses and management fees, the
ship management agreements with Magnus Carriers for the
twelve vessels under Magnus Carriers’ technical management
set out the initial twelve months agreed total daily vessel operat-
ing expenses. For further information on the ship management
agreements with Magnus Carriers please read “Technicatl and
Commercial Management of Our Fleet.” Any variance between
the agreed total vessel operating expenses and the actual total
vessel operating expenses is shared equally between Magnus
Carriers and us. The daily operating expenses detailed in the
table under “Qur Fleet” in the column headed “Daily total vessel
operating expenses” represents the initial agreed vessel operat-
ing expenses under our management agreements with Magnus
Carriers, with the exception of the daily operating expense
detailed for Chinook, which is the actual daily vessel operating
expense for 2006 as this vessei is not managed by Magnus
Carriers. Chinook is subject to a ship management agreement
with an unrelated company, which contains no variance sharing
arrangement. Stena Compass, which was delivered in February
2006 and Stena Compassion, which was delivered in June 2006,
are both employed on bareboat charters and under such con-
tracts the charterer is responsible for vessel operating expenses.

The main factors that could increase total vessel operating
expenses are crew salaries, insurance premiums, dry-docking
and special survey costs, spare paris orders, repairs that are not
covered under insurance policies and lubricants prices. The ship
management agreements provide for a cost of inflation increase
in total vessel operating expenses of 3% per annum and are sub-
ject to adjustment every three years.

On the basis of total vessel operating expenses for the twelve
ships subject to the management agreements with Magnus
Carriers, at the initial level contained in those management agree-
ments as set out in the table of vessel information under “Qur
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Fleet,” the aggregate of the daily total vessel operatir]g expenses
was $57,400. Following the 3% increase during the year ended
December 31, 2006, in accordance with the terms Iof the man-
agement agreements, the aggregate of the daily total vessel
operating expenses for the twelve vessels managed by Magnus
Carriers was $59,122. |

During the year ended December 31, 2008, we incurred vessel
operating expenses and management fees to Magpus Carriers
for the twelve ships under its management totaling $33.4 mil-
lion. Under the management agreements with Maghus Carriers,
the vessel operating expenses and management fees for the
same period were expected to total $19.8 million. |The "Vessel
operating expenses” reported in our consolidated agd combined
financial statements for the year ended December 31, 2006 have
been adjusted to reflect the variance sharing contribution due
from Magnus Carriers of $6.5 million under the terms of the
management agreements. i

Revenues At December 31, 2008, all our revenues were derived
from the time, bareboat and voyage charters of ourjten products
tankers and five container vessels. Our vessels were chartered
to reputable charterers with remaining periods fanging from
approximately one month to 3.7 years, with an average of approx-
imately 1.5 years as of December 31, 2006. Qur 'vessels have
been employed with these charterers for periods,ranging from
2 months to 3.2 years. We believe that the performance of the
charterers to date has been in accordance with our charterpar-
ties. At the matunity of each charter, we will seek té renew these
charters with the same or other reputable chartereis.

Qur revenues for the period ended December 31[ 2006 reflect
the operation of eight products tankers and five coritainer vessels
for the entire year. During the year ended December 31, 2006,
we took delivery of two additional products tankers, which
increased our revenues for that period in relatioin to the year
ended December 31, 2005. During the year ended December 31,
2006, the products tanker Citius, now named Arius, was out of
service for 7 months undergoing major works and the products
tanker Bora, now named Ostria, recorded 264 non-revenue days
due to dry-docking for repairs and vessel upgrades. Non-revenue
days are defined as the days the vessel was in our possession,
but ofi-hire ar out-of-service and not earning charterhire. In addi-
tion, certain of our vessels were out of service due to scheduled
dry-docking and special survey, upgradings and preventative
maintenance works for a total of 304 days. These periods of
off-hire and out-of-service time reduced our revenues for the
year ended December 31, 2006 as compared to the year ended
December 31, 2005.

Qur revenues include an amount for the amortization of deferred
revenue arising from the purchase of vessels together with the
assumption of a below market value period charter, We value the
liability upon acquisition of the vessel by determining the differ-
ence between the market charter rate and assumed charter rate,
discounting the result using our weighted average cost of capital
and record the balance as deferred revenue, amortizing it to rev-
enue over the remaining life of the period charter.

Commissions Chartering commissions are paid to chartering
brokers and are typically based on a percentage of the charterhire
rate. We are currently paying chartering commissions ranging
from 1.25% tc 6.50%, with an average of 2.92%. We do not pay
chartering commissions for vessels on bareboat charters.

Voyage Expenses Voyage expenses are incurred due to a ves-
sel's travelling from a loading port to a discharging port, to repair
facilities or on a repositioning voyage, and include fuel {bunkers}
cost, port expenses, agent’s fees, canal dues and extra war risk
insurance. Typically, under pericd charters, the charterer is
responsible for paying voyage expenses while the vessel is on
hire.

Ganeral & Administrative Expenses These expenses include
executive and director compensation, audit fees, liability insur-
ance premium and company administration costs.

Gain on Disposal of Vessels Gain on disposal of vessels is the
difference between the net proceeds received from the sale of
vessels and their net book vatue at the date of sale.

Vessel Operating Expenses Vessel operating expenses are the
costs of operating a vessel, primarily consisting of crew wages
and associated costs, insurance premiums, management fees,
lubricants and spare parts, and repair and maintenance costs.
Vessel operating expenses exclude fuel cost, port expenses,
agents' fees, canal dues and extra war risk insurance, which are
included in "voyage expenses.”

Certain vessel operating expenses are higher during the initial
period of a vessel's operation. Initial daily vessel cperating
expenses are usually higher than normal as newly acquired ves-
sels are inspected and modified to conform to the requirements
of our fleet.

Depreciation Depreciation is the periodic cost charged to our
income for the reduction in usefulness and long-term value of
our vessels. We depreciate the cost of our vessels over 25 years
on a straight-line basis. No charge is made for depreciation of
vessels under construction until they are delivered.




Amortization of Special Survey and Dry-docking Costs Special
survey and dry-docking costs incurred are deferred and amor-
tized over a period of five and two and a half years, respectively,
which reftects the period between each required special survey
and minimum period between each dry-docking.

Interest Expenses Interest expenses include interest, commit-
ment fees, arrangement fees, amortization of deferred financing
costs, debt discount, interest incurred from discounting deferred
revenue and other similar charges. Interest incurred during the
construction of 8 newbuilding is capitalized in the cost of the
newbuilding. The amount of interest expense is determined by
the amount of loans and advances outstanding from time to time
and interest rates. The effect of changes in interest rates may be
reduced by interest rate swaps or other derivative instruments.
We use interest rate swaps to hedge our interest rate exposure
under our loan agreements.

Change in Fair Value of Derivatives At the end of each account-
ing period, the fair values of our interest rate swaps are assessed
by marking each swap to market. Changes in the fair value
betwaen periods are recognized in the statements of income.

Foreign Exchange Rates Foreign exchange rate fluctuations, par-
ticularly between the Euro and Dollar, have had an impact on our
vessel operating expenses and administrative expenses. We
actively seek to manage such exposure. Currently, approximately
30% of our vessel operating cost is incurred in currencies other
than the U.S. dollar. Close monitoring of foreign exchange rate
trends, maintaining foreign currency accounts and buying foreign
currency in anticipation of our future requirements are the main
ways we manage our expesure to foreign exchange risk.

Technical and Commercial Management of Qur Fleet

Twelve of our vessel-owning subsidiaries entered into ten-year
ship management agreements with Magnus Carriers, a related
party, to provide primarily for the technical management of our
vessels, including crewing, maintenance, repair, capital expen-
ditures, dry-docking, payment of vessel tonnage taxes, maintain-
ing insurance and other vessel operating activities. These ship
management agreements are canceltable by the vessel-owning
subsidiaries with two menths’ notice, while Magnus Carriers has
no such option.

Under the ship management agreements, we pay Magnus
Carriers an amount equal to the budgeted total vessel operating
expenses, which we have established jointly with Magnus
Carriers, and which ranged from $4,400 to $5,100 per vessel per
day initially. The budgeted initial total vessel operating expenses,
which include the management fees paid 10 Magnus Carriers of
$146,000 per annum per vessel initially, increase by 3% annually
and are subject to adjustment every three years. The ship

management agreements provide that if actual total vessel oper-
ating expenses exceed the corresponding budgeted amounts,
we and Magnus Carriers will bear the excess expenditures
equally {except for costs relating to any improvermnent, structural
changes or installation of new equipment required by law or
regulation, which will be paid solely by us). If the actuat total
vessel operating expenses are less than the corresponding
budgeted amounts, we and Magnus Carriers will share the cost
savings equally,

We also use Magnus Carriers and its affiliates non-exclusively for
commercial management, which includes finding employment
for our vessels and identifying and developing new business
that will fit our strategy. For such services, we will pay Magnus
Carriers a commercial management fee equal to 1.25% of any
gross charterhire or freight we receive for new charters. In addi-
tion, Magnus Carriers will supervise the sale or purchase of ves-
sels in accordance with our instructions. We pay Magnus Carriers
1% of the sale or purchase price in connection with a vessel sale
or purchase that Magnus Carriers brokers for us. We may also
use third parties for commercial management services from time
to time. In the case of the Chinook, whose ship management
agreement with an unrefated ship management company is for
technical and operational vessel managemeni only, we have
entered into a separate commercial management agreement
with Magnus Carriers for the provision of commercial and vessel
accounting services for a fixed fee of $60,000 per annum.

In addition, as long as Magnus Carriers is managing vessels in
our fleet, Magnus Carriers and its principals have granted us a
right of first refusal 10 acquire or charter any container vessels or
any products tankers ranging from 20,000 to 85,000 dwt, which
Magnus Carriers, its principals or any of their controlled affiliates
may consider for acquisition or charter in the future.

Critical Accounting Policies Critical accounting policies are those
that reflect significant judgments of uncertainties and potentially
result in materially different results under different assumptions
and conditions. We have described below what we believe are
our most ¢ritical accounting policies, because they generally
involve a comparatively higher degree of judgment in their appli-
cation. For a description of our significant accounting policies,
see Note 2 to our consolidated and predecessor combined carve-
cut financial statements included herein.

Our financial position, results of operations and cash flows
include all expenses allocable to our business, but may not he
indicative of the results we would have achieved had we oper-
ated as a public entity under our current chartering, management
and other arrangements for the entire periods presented or for
future periods.
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The discussion and analysis of our financial condition and results
of operations is based upon our consolidated and combined
financial statements, which have been prepared in accordance
with U.S. GAAP. The preparation of those financial! statements
requires us to make estimates and judgments that affect the
reported amounts of assets and liabilities, revenues and expenses
and related disclosure of contingent assets and liabjlities at the
date of our financial statements. Actual results may differ from
these estimates under different assumpticns and cohditions.

Depreciation Qur vessels represent our most significant assets.
We record the value of our vessels at their cost {which includes
acquisition costs directhy attributable to the vessel and expen-
ditures made to prepare the vessel for its initial voyage) less
accumulated depreciation. We depreciate our vessels on a
straight-line basis over their estimated useful iife, which is
estimated to be 25 years from date of initial delivclary from the
shipyard. We believe that a 25-year depreciable life is consistent
with that of other shipping companies and it represents the most
reasonable useful life for each of the vessels. Depreciation is
based on cost less the estimated residua! scrap value. We esti-
mate the residual values of our vessels based on a scrap value of
$180 or $190 per lightweight ton, which we believe are levels
common in the shipping industry. An increase in the useful life
of a vessel or in its residual value would have the effect of
decreasing the annual depreciation charge and extending it into
later periods. A decrease in the useful life of a vessel or in its
residual value would have the effect of increasing the annual
depreciation charge. However, when regulations place limitations
over the ability of a vessel to trade, the vessel's useful life is
adjusted to end at the date such regulations become:e effective.

In the year ended December 31, 2006, a one Yéar reduction
in useful life would increase our total depreciati?n charge by
$2.4 milkion.

If circumstances cause us to change our assumptions in making
determinations as to whether vesse! improvementis should be
capitalized, the amounts we expense each year as repairs and
maintenance costs could increase, partially offset By a decrease
in depreciation expense. !

Impairment of Long-lived Assats We evaluate the carrying
amounts and periods over which long-lived assets are depreci-
ated to determine if events have occurred which would require
modification to their carrying values or useful lives.i in evaluating
useful lives and carrying values of long-lived assets, we review
certain indicators of potential impairment, such as undiscounted
projected operating cash fiows, vessel sales and purchases, busi-
ness plans and overall market conditions. We determine undis-
counted projected net operating cash flow for each vessel and
compare it to the vesse! carrying value. In the }svent that an
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impairment were to occur, we would determine the fair value of
the related asset and record a charge to operations calculated by
comparing the asset’s carrying value to the estimated fair value.
We estimate fair value primarily through the use of third-party
valuations performed on an individua! vessel basis. To date, we
have not identified any impairment of our long-lived assets.

Deferred Dry-docking and Special Survey Costs Our vessels are
required to be dry-docked every 30 months for major repairs and
maintanance that cannot be performed while the vessels are
operating. Our vessels are required to undergo special surveys
every 60 months.

We capitalize the costs associated with dry-dockings and special
surveys as they occur and amortize these costs on a straight-
line basis over the period between dry-dockings and surveys,
respectively. We believe that these criteria are consistent with
U.S. GAAP guidelines and industry practice and that our policy
of capitalization reflects the economics and market values of
the vessels.

Revenue Recognition Revenues are generated irom bareboat,
time and voyage charters. In recognizing revenue we are required
to make certain estimates and assumptions. Historically, differ-
ences between our estimates and actual results have not been
material to our financial results.

Baréhoat and time charter revenues are recorded over the term
of the charter as service is provided. Any profit sharing addi-
tional hires generated are recorded over the term of the charter
as the service is provided. Deferred income represents revenue
applicable to pericds after the balance sheet date.

The operating results of voyages in progress at a reporting date
are estimated and recognized pro-rata on a per day basis.

Fair Value of Financial Instruments In determining the fair value
of interest rate swaps, a number of assumptions and estimates
are required to be made. These assumptions include future inter-
est rates.

These assumptions are assessed at the end of each reporting
period based on available information existing at that time.
Accordingly, the assumptions upon which these estimaies are
based are subject to change and may result in a material change
in the fair value of these items.

Purchase of Vessels Where we identify any intangible assets
or liabilities associated with the acquisition of a vessel, we record
all identified tangible and intangible assets or liabilities at fair
value. Fair value is determined by reference to market data and
the discounted amount of expected future cash flows. Where
we have assumed an existing charter obligation at charter rates
that are less than market charter rates, we record a liability,




being the difference between the assumed charter rate and
the market charter rate for an equivalent vessel. This deferred
revenue is amortized to revenue over the remaining pericd of
the charter. The determination of the fair value of acquired assets
and assumed liabilities requires us to make significant assump-
tions and estimates of many variables including market charter
rates, expected future charter rates, future vessel operating
expenses, the level of utilization of our vessels and our weighted
average cost of capital. The use of different assumptions could
result in a material change in the fair value of these items, which
could have a material impact on our financial position and results
of operations.

Results of Operations

For the Year Ended December 31, 2006 Compared to the
Year Ended December 31, 2005

Revenues Total revenues increased by approximately 24% to
$94.2 million in the year ended December 31, 2006 compared
to $75.9 million in the year ended December 31, 2005, This
increase is primarily attributable to the growth of the Company's
fleet {we acquired two products tankers, Stena Cornpass and
Stena Compassion) and increase in operating days and certain
vessels commencing period charters at higher rates of charter-
hire during the year ended December 31, 2006. Qut-of-service
and off-hire time for certain vessels, primarily the products tank-
ers Citius, now named Arius, and Bora, now named Ostria, during
the year ended December 31, 20086 partially offset the increase
in revenue.

During the year ended December 31, 2008 vessel operating days
totalled 5,265, compared to total vessel operating days of 4,042
for the year ended December 31, 2005. The Company defines
operating days as the total days the vessels were in the Com-
pany's possession for the relevant period. Actual revenue days
during the year ended December 31, 2006 were 4,485 days
compared to 3,998 days for the year ended December 31, 2005.
The Company defines revenue days as the total days the vessels
were not off-hire or out of service.

Of the total revenue earned by our vessels during the year ended
December 31, 2008, 56% was earned by our products tankers
and 44% by our container vessels,

We have recognized $11.7 million of deferred revenue during the
year ended December 31, 2006 compared to $9.3 million during
the year ended December 31, 2005, as a result of the assump-
tion of charters associated with certain vessel acquisitions. These
assumed charters were at set charter rates, which were less
than market rates at the date of the vessels’ acquisition.

Commissions Chartering commissions increased by approxi-
maiely 8% to $1.4 million in the year ended December 31, 2006,
compared to $1.3 million in the year ended December 31, 2005.
This increase is primarily due to the aggregate effect of an
increase in operating days.

Voyage Expenses Voyage expenses increased by approximately
1,950% to $4.1 miltion in the year ended December 31, 20086,
compared to $0.2 million in the year ended December 31, 2005,
This increase is primarily due to the costs incurred by certain
vessels travelling on voyage charters and to repair facilities
during the year ended December 31, 2006. During the year
ended December 31, 2005, all vessels were employed on time
charters, under which the charterers are responsible for voyage
expenses.

Vessel Operating Expenses Vessel operating expenses increased
by approximately 52% to $27.1 million during the year ended
December 31, 2006, compared to $17.8 million during the year
ended December 31, 2005. This increase is mainly attributable to
the greater number of operating days during the year ended
December 31, 2006 and higher average fleet running costs
partially offset by Magnus Carriers’ contribution under the budget
variance sharing arrangement within the ship management
agreements between certain of our vessel-owning subsidiaries
and Magnus Carriers. The Magnus Carriers managed vessel
operating expenses for the year ended December 31, 2006 were
budgeted at $18 million. Excluding this budget variance sharing
arrangement, vessel operating expenses were £31.6 million for
the year ended December 31, 2006 compared to $18.7 million
for the year ended December 31, 2005.

Of the total vessel operating expenses during the year ended
December 31, 2006, 54% was incurred by our producis tankers
and 46% by our container vessels.

General & Administrative Expenses General and administrative
expenses increased by approximately 162% to $4.2 million in the
year ended December 31, 2006 compared to $1.6 million in the
year ended December 31, 2005. This increase is primarily due to
the Company operating as a public company for the entire year
ended December 31, 2006 and costs asscciated with implement-
ing requirements of the Sarbanes-Oxley Act of 2002 incurred
during 2006.

Depreciation and Amortization Depreciation increased by
approximately 52% to $29.4 million during the year ended
December 31, 2006 compared to $19.4 million during the year
ended December 31, 2005. Amortization of dry-docking and
special survey costs increased by 84% 1o $3.5 million in the year
ended December 31, 2008, compared 10 $1.9 million in the year
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ended December 31, 2005. These increases are primarily due
to the growth of the Company's fleet and increase Jin operating
days during the year ended December 31, 2006 as well as higher
dry-docking and special survey expenses.

The $5 million one-time accelerated payment by Maglnus Carriers
in respect of the capitalized costs of the Citius, now named Anius,
has been recognized as a reduction in capitalized|costs. This
accelerated contribution by Magnus Carriers made during 2006
was in full and final settlement of its share of the Costs of the
works the vessel underwent during the period from December
3, 2005 to July 31, 2006.

Management Fees to Related Party Management fees paid to
Magnus Carriers increased by 27% to $1.8 million in the year
ended December 31, 2006 compared to $1.5 million in the year
ended December 31, 2005. This increase is primarily due to the
increase in operating days. |

Interest Expense Total interest expense increased by approx-
imately 1% to $19 million during the year ended December
31, 2008, compared to $18.8 million during thelyear ended
December 31, 2005. Interest expense on loans increased by
approximately 81% te $16.3 million, compared to $2.0 million for
the year ended December 31, 2005. This increase: is primarily
due to the growth of the Company’s fleet and associated increase
in debt and financing days. Interest expense relating to amorti-
zation of deferred financing costs and debt discount decreased
by approximately 83% to $1.6 million during the year ended
December 31, 2006, compared to $9.2 million dulr'mg the year
ended December 31, 2005. During the year ended December 31,
2005, amortization of debt discount as a result of refinancing was
$7.6 million. Debt discount was fully amortized during the year
ended December 31, 2005. Interest expense incurlred from dis-
counting the deferred revenue expense increased by approxi-
mately 150% to $1 million during the year ended December 31,
2006, compared to $0.4 million during the year endz:ed December
31, 2005. This increase is primarily due to the increase in deferred
revenue amaortization.

Interest Rate Swaps The marking to market of our s!even interest
rate swaps in effect as of December 31, 2006 résulted in an
unrealized loss of $1.8 million, compared to an unrealized gain for
the year ended December 31, 2005 of $0.95 million, due to the
change in fair value over the period. We had threeg interest rate
swaps in ptace as of December 31, 2005. In April';2006. one of
these identical swaps was cancelled with a settlement in our
favor of $0.49 million. On July 5, 2006, we entéred into five
additiona! swaps for a total notional amount of $100 million. Qur
seven interest rate swaps comprise two sets o:f swaps. We
entered into a set of five interest rate swaps with a termination
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date of April 4, 2011 for a notional amouni of $20 million each,
under which we pay 2 maximum fixed rate of 5.63%. The mark-
ing to market valuation of this set of five inieresi rate swaps as
at December 31, 2006 resulted in an unrealized loss of $2.5
million. We also entered into a set of two swaps with a termina-
tion date of March 6, 2009 for a notional amount of $46.67 mil-
lion each, under which we pay a maximum fixed rate of 4.88%.
The marking to market valuation of this set of two swaps as at
December 31, 2006 resulted in an unrealized gain for the
Company of $0.67 million.

Foreign Exchange Rates During the year ended December 31,
2006 a charge of $0.4 million was recorded due to adverse move-
ment in foreign exchange rates. Foreign exchange differences
are included in General & Administrative Expenses.

Net Income Net income was $2.2 million in the year ended
December 31, 2008, compared to $14.8 million in the year ended
December 31, 2005, a decrease of 85%. This decrease is primar-
ily due 1o the greater number of out-of-service and off-hire days,
higher fleet running costs, increased voyage expenses as fuel
and port dues were incurred in connection with certain vessels
on voyage charters and travelling to repair yards, costs associ-
ated with operating as a publicly traded company, as well as the
increased depreciation and amortization charges, and the adverse
change in the fair value of derivatives, which are interest rate
swaps entered into to hedge the Company's exposure to US
interest rates on its debt.

For the Year Ended December 31, 2005 Compared to the
Year Ended December 31, 2004

Revenues Total revenues increased by approximately 57% to
$75.9 million in the year ended December 31, 2005 compared to
$48.3 million in the year ended December 31, 2004, This increase
is primarily attributable to the growth of the Company’s fleet and
associated increase in operating days during the year ended
December 31, 2005. We have also recognized in our total reve-
nues $1.8 million of provisions for a cargo claim, speed claims
and off-hire pericds based on a review of all outstanding trade
receivables at the year ended December 31, 2005.

At various dates between April and December 2004, we took
delivery of ten vessels: five products tankers and five container
vessels. Since their respective dates of delivery, each of these
vessels has operated under time charters. In December 2004
Aries Energy sold the CMA CGM Seine and CMA CGM Makassar.
Revenue from the employment of the ten vessels delivered dur-
ing the year ended December 31, 2004 was $30.1 million and
ravenue from the High Land and High Rider, which were the only
vessels to operate for the entire year ended December 31, 2004,




was $9.1 million. The company benefited from a full year of oper-
ation of these vessels during 2005,

During the year ended December 31, 2005 we acquired one
products tanker, Chinook, two container vessels, CMA CGM
Seine and CMA CGM Makassar and contracts were entered into
for the purchase of two new products tankers, Stena Compass
and Stena Compassion. Stena Compass was delivered in February
2006 and Stena Compassion was delivered in June 2006.
Revenue from the three vessels delivered during the year ended
December 31, 2005 was $10.8 million and revenue from the
other vessels in the fleet was $65.1 million.

Of the total revenue earned by our vessels during the year ended
December 31, 2005, 57% was earned by our products tankers
and 43% by our container vessels.

We recognized $9.3 million of deferred revenue during the year
ended December 31, 2005 compared to $9.1 million during the
year ended December 31, 2004, as a result of the assumption of
charters associated with certain vessel acquisitions. These
assumed charters were at set charter rates, which were less
than market rates at the date of the vessels' acquisition. This
increase was primarily due to the acquisition of the products
tanker Chinook in November 2005.

Commissions Chartering commissions increased by approxi-
mately 8% to $1.3 million in the year ended December 31, 2005,
compared to $1.2 million in the year ended December 31, 2004,
This increase is primarily due to the aggregate eifect of an
increase in operating days associated with growth of the
Company's fleet and reduced chartering commissions paid to
Magnus Carriers following implementation of new ship manage-
ment agreements during the year ended December 31, 2005.

Vessel Operating Expenses Vessel operating expenses increased
by approximately 42% to $17.8 million during the year ended
December 31, 2005, compared to $12.5 million during the year
ended December 31, 2004. This increase is primarily due to the
aggregate effect of the growth of the Company’s fleet and
associated increase in operating days, together with the imple-
mentation under the new ship management agreements of our
arrangement with Magnus Carriers to share equally in expenses
in excess of the budgeted amounts. Excluding the budget vari-
ance sharing arrangement, total vessel operating expenses were
$18.7 million for the year ended December 31, 2005,

Total vessel operating expenses for the vessels delivered during
the year ended December 31, 2005 were $2.2 million.

Of the total vessel operating expenses during the year ended
December 31, 2005, 59% was incurred by our products tankers
and 41% by our container vessels.

General & Administrative Expenses General and administrative
expenses were $1.6 million in the year ended December 31,
2005. Betfore the initial public offering the main elements of
general and administrative expenses, such as executive and
director compensation, audit fees, liability insurance premium
and company adminisiration costs, were accounted for within
the administrative costs of the ship management company.

Depreciation and Amortization Depreciation increased by
approximately 53% to $19.4 million during the year ended
December 31, 2005 compared to $12.7 million during the year
ended December 31, 2004. Amortization of dry-docking and
special survey costs increased by 27% to $1.9 million in the year
ended December 31, 2005, compared to $1.5 million in the year
ended December 31, 2004. These increases are primarily due to
the growth of the Company’s fleet and associated increase in
operating days.

Management Fees to Related Party Managemant fees paid to
Magnus Carriers increased by 67% to $1.5 million in the year
ended December 31, 2005 compared 10 $0.9 million in the year
ended December 31, 2004. This increase is primarily due to the
growth of the Company’s {leet and associated increase in operat-
ing days, together with the payment of the management fees
contained in the new ship management agreements.

Interest Expense Total interest expense increased by approxi-
mately 119% to $18.8 miillion during the year ended December
31, 2005, compared to $8.6 million during the year ended
December 31, 2004. Interest expense on loans increased by
approximaiely 47% to $9.0 million, compared to $6.1 million for
the year ended December 31, 2004. This increase is primarily
due to the growth of the Company's fleet and associated increase
in financing days. Interest expense relating to amortization of
deferred financing costs increased by approximately 327% to
£9.4 million during the year ended December 31, 2005, com-
pared to $2.2 million during the year endaed December 31, 2004.
This increase is primarily due to the acceleration of amortization
of deferred financing costs and debt discount. Interest expense
incurred from discounting the deferred revenue expense
increased by approximately 33% to $0.4 million during the year
ended December 31, 2005, compared to $0.3 million during the
year ended December 31, 2004. This increase is primarily due to
the growth of the Company's fleet.

Interest Rate Swaps The marking to market of our three interest
rate swaps in effect as of December 31, 2005 resulted in a gain
of $0.95 million, compared with a loss as of December 31, 2004
of $0.03 million, due to the change in fair value over the period.
Interest rates were higher at the end of December 2005, com-
pared with the end of December 2004.
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Net Income Net income was $14.8 millicn in the' year ended
December 31, 2005, compared to $25.3 million in the year ended
December 31, 2004, a decrease of 41%. This decrease is primar-
ity due to there being no disposal of vessels during the year
ended December 31, 2005 compared with a gain on disposal
of vessels of $14.7 million during the year ended December
31, 2004. '

I
Liquidity and Capital Resources |

Overview We operate in a capital intensive indusiry! Qur principal
sources of liquidity are cash flows from operationls, equity and
debt. On April 27, 2006 we refinanced all our indebtedness under
our existing credit facility, which we refer to as our old credit
facility, with a new fully revolving credit facility of'$360 million,
which we refer to as our new credit facility, and which provides
for the long term financing of the fleet and which provides
approximately $53 million of undrawn commitment as of April 3,
2007 to enable future growth of the Company through further
vessel acquisitions. As of December 31, 2006 our future liquidity
requirements relate to: {1) our operating expenses; (2} payments
under our ship management agreements, (3) quarterly payments
of interest and other debt-related expenses and thé repayment of
principal, {4) maintenance of financial covenants under our new
credit facility agreement, (5} maintenance of cash reserves to
provide for contingencies and {6) payment of dividends. During
the year ended December 31, 2006, we paid the'balance of the
purchase price of $112.2 million and took delivery of the two
products tankers, Stena Compass and Stena Compassion.

We believe that cash flows from our charters will be sufficient to
fund our interest and other debt-related expenses, any debt
amortization under our new credit facility and our‘working capital
requirements for the short and medium term. We believe that
our anticipated cash flows and the availability of funds under our
existing credit facility will be sufficient to permit us to pay divi-
dends as contemplated by our dividend policy and to meet our
liquidity requirements over the next 12 months.

Our longer term liquidity requirements include re!payment of the
outstanding debt under our new credit facility. We will require
new borrowings and/or issuances of equity capital or other secu-
rities 1o meet the repayment obligation whenjour new credit
facility matures in April 2011, For further informs{tion on our new
credit facility please read “Indebtedness” below,

[
Cash Flows As of December 31, 20086, 2005 and 2004, we had
cash balances of $14.9 million, $19.2 million and $10.1 million,
respectively. ‘
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For the year ended December 31, 2008, our net cash provided
by operating activities was $24.2 million, compared with
$36.97 million during the year ended December 31, 2005, a
decrease of 34.5%. This decrease was primarily due 1o an increase
of dry-docking and special survey costs which were $15.1 million
during the year ended December 31, 2006 compared to
$1.9 million during the year ended December 31, 2005.

For the year ended December 31, 20086, our net cash used in
investing activities was $101.8 million, compared with $114 million
in the year ended December 31, 2005, a decrease of 11%. This
decrease was primarily due to lower expenditure on vessel
acquisitions during the year ended December 31, 2006.

in the year ended December 31, 2008, our net cash provided by
financing activities was $69.96 million, compared to $90.9 million
in the year ended December 31, 2005, a decrease of 23%. This
decrease was primarily due to lower proceeds from the issuance
of long-term debt and higher dividend payments.

For the year ended December 31, 2005, our net cash provided by
operating activities was $36.97 miltion compared to $21.9 million
during the year ended December 31, 2004, an increase of 69%.
This increase was primarily due to an increase in the number of
vessels in our fleat and associated increase in operating days
during the year ended December 31, 2006.

For the year ended December 31, 2005, net cash used in investing
activities was $114 million compared to $161.8 million in the year
ended December 31, 2004, a decrease of 29%. This decrease
was primarily due to lower expenditure on vessel acquisitions
during the year ended December 31, 2005. In addition, for the
year ended December 21, 2004, proceeds from the disposal of
vessels of $59.9 million contributed to our net cash used in
investing activities.

In the year ended December 31, 2005, our net cash provided
by financing activities was $30.9 million, compared to $144.5
million in the year ended December 31, 2004, a decrease of
37%. This decrease was primarily due to lower proceeds from
the issuance of long-term debt.

In each of these years, our investing activities primarily related to
funding our investments in our vessels. During the year ended
December 31, 2008, we purchased two vessels compared with
the year ended December 31, 2005, during which we purchased
three vessels and the year ended December 31, 2004, during
which we purchased eight vessels.




The net cash provided by financing activities in the year ended
December 31, 2006 related primarily to drawings under our
new credit facility, which was used to (i) refinance our old $140
million drawn term loan, (ii) refinance our old revolving acqui-
sition facility, which was drawn to the extent of $43.8 million at
December 31, 2005 and which was further drawn in February
2006 in the amount of $50.5 million to complete the purchase
of the Stena Compass and (i) complete the purchase of the
Stena Compassion.

In the year ended December 31, 2005, the net cash provided by
financing activities related primarily to the net proceeds of the
initial public offering and drawings of debt under our old credit
facility, which was used in the refinancing of existing debt and
refated obligations and payment of $6.5 million in settlerent of
the participation liability. The participation liability related to addi-
tional participation arrangements under a fee agreement related
to certain of the loans outstanding with the Bank of Scotland as
of December 31, 2004.

In the year ended December 31, 2004, the net cash provided
by financing activities related to funding our investments in our
vessels.

Indebtedness We had long-term debt outstanding of $284.8
million at December 31, 2008, compared to $183.8 million at
December 31, 2005 and $214.6 million at December 31, 2004.
Our long-term debt at December 31, 2006 represents amounts
borrowed under our new credit facility. As of December 31, 2008,
borrewings under our new credit facility bore an annual interest
rate, including the margin of 6.55%.

We use interest rate swaps to swap our floating rate interest pay-
ment obligations for fixed rate obligations. For additional informa-
tion regarding our interest rate swaps, please read "Quantitative
and Qualitative Disclosures About Market Risk—Interest Rate
Exposure” below.

We entered into a $360 million fully revolving credit facility, which
we refer to as our new credit facility in April 2006 with Bank of
Scotland and Nordea Bank Finland as lead arrangers. We have
used the new credit facility to (i) refinance our old $140 million
drawn term loan; {ii} refinance our old revolving acquisition facil-
ity, which was drawn 1o the extent of $43.8 miltion at December
31, 2005 and which was further drawn in February 2006 in the
amount of $50.6 millien to complete the purchase of the Stena
Compass and (iii} to complete the purchase of the Stena
Compassion. The new credit facility has a five year term and is
subject io fixed reductions during the five years. The other main
terms and conditions of the new credit facility are as follows:

Barrowings under the new credit facility can be used to fund the
purchase price {and, with respect to newbuildings, reasonable
pre-delivery interest and inspection costs) of one or more addi-
tional vessels that meet the following requirements:

* each vessel must be a double-hulled crude or products
tanker or container vessel;

* each vessel must be aged B years or less, or such cther age
as may be agreed by the lenders, at the time of acquisition;

* each vessel’s purchase price may not exceed its fair mar-

ket value;

each vessel must enter into a minimum employment of 12

months with a reputable charterer within 6 months of the

relevant drawdown; and each vessel must maintain a flag

and class acceptable to the lead arrangers and satisfy cer-

tain other conditions.

The new credit facility may also be used to the extent of $5.0
million for general corporate purposes.

For the first thirty months of the new credit facility, if the total
amount borrowed under the facility exceeds 65% of the fair mar-
ket value of the collateral vessels, we will be unable to borrow
further amounts under the facility until we either prepay some of
the debt or the fair market value of the collateral vessels
increases. We will be able to borrow further amounts under the
facility again once the total amount borrowed under the facilities
no longer exceeds 65% of the fair market value of the collateral
vessels. For the second thirty months of the new credit facitity, if
the total amount borrowed under the facility exceeds 80% of the
fair market value of the collateral vessels, we will be unable to
borrow further amounts under the fagility until we either prepay
some of the debt or the fair market value of the coliateral vessels
increases, We will be able to borrow further amounts under the
facility again once the total amount borrowed under the facilities
no longer exceeds 60% of the fair market value of the collateral
vessels. If a vessel becomes a total loss or is sold, no further
amounts may be borrowed under this agreement, except for
advances for additional ships already approved by the lenders,
until we have applied the full sale or insurance proceeds in repay-
ment of the facility, unless the lenders otherwise agree.

Our obligations under the new credit facility are secured by a first
priority security interest, subject 1o permitted liens, in all vessels
in our fleet and any other vessels we subsequently acquire. In
addition, the lenders will have a first pricrity security interest in
all earnings from and insurances on our vessels, all existing and
future charters relating to our vessels, our ship management agree-
ments and all equity interests in our subsidiaries. Our obligations
under the credit agreement are also guaranteed by all subsidiar-
ies that have an ownership interest in any of our vessels.
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The $338 million remaining commitment as of April IB 2007 con-
tained in the credit agreement is subject to an $11 million reduc-
tion every six months from October 3, 2007, withl the resigual
commitmaent, after the equal semi-annual reductions of $11 mil-
lion, of $261 million to be reduced to zero or repaid!in tull in one
installment in April 2011. As of April 3, 2007 the amount available
to draw down is $53 million.

Indebtedness under the new credit facility bears interest at an
annual rate equal to LIBOR plus a margin equal to:

* 1.128% if our total liabilities divided by our jtotal assets,

adjusting the book valug of our fleet to its marxet value, is

less than 50%; and l

1.25% if our total liabilities divided by our total assets,

adjusting the book value of our fleet to its malrket value, is

equal to or greater than 50% but less than 80%; and

e 1.375% if our total liabilities divided by our total assets,
adjusting the book value of our fleet to its market value, is
equal to or greater than 60% but less than 65%; and

* 1.5% if our total liabilities divided by our total assets, adjust-
ing the book value of our fleet to its market value, is equal
to or greater than 65%. |

The interest rate on overdue sums will be equal to the applicable
rate described above plus 2%. '

We paid a one-time arrangement fee of appro{cimately $2.3
million at the initial drawdown of the facility togather with the
first year's agency fee of $50,000, and pay, quarterly in arrears, &
commitment fee equal to 0.5% per annum of the unused com-
mitment of each lender under the facility. We may prepay all
loans under the credit agreement without premium or penalty
other than customary LIBOR breakage costs. |

The credit agreement will require us to adhere to certain finan-
cial covenants as of the end of each fisca quarter, including the
following:

= pur shareholders’ equity as a percentage of oLr total assets,
adjusting the book value of our fleet to its market value,
must be no less than 35%;

+ free cash and cash equivalents plus the undrawn element
of the $5 million portion of the new credit facility available
for general corporate purposes must be no less than 5% of
interest bearing debt;

+ the ratio of EBITDA (earnings before interest, taxes, depre-
ciation and amortization} to interest expense must be no
less than 3.00 to 1.00 on a trailing four 'quarter basis.
Primarily due to vessel out-of-service time during the year
ended December 31, 2006, the interest coverage ratio
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financial covenant would not be met as of December 31,
2008, and our lenders agreed to lower this ratio to 2.50 10
1.00 tor the periods ending December 31, 2006, March 31,
2007 and June 30, 2007. For subsequent periods the lower
ratio will not apply and the ratio reverts back to 3.00 tc 1.00,
which we believe we will meet. With effect from January 3,
2007 and until the lower ratio no longer applies, we will pay
an increased margin of 1.75%;

« our current liabilities, excluding deferred revenue and deriv-
ative financial instruments, may not exceed our current
assets, excluding derivative financial instruments; and

» the aggregate fair market value of our vessels must be no
less than 140% of the aggregate outstanding leans under
the credit facility.

In addition, Magnus Carriers is required to maintain a credit
balance in an account opened with the lender of at least $1.0
million. The credit agreement also requires our two principal ben-
eficial equity holders to maintain a beneficial ownership interest
in our company of no less than 10% each.

Our credit agreement prevents us from declaring dividends if any
event of default, as defined in the credit agreement, occurs or
would result from such declaration. Each of the following will be
an event of default under the credit agreement:

+ the failure to pay principal, interest, fees, expenses or other
amounts when due;

s breach of certain financial covenants, including those
which require Magnus Carriers to maintain a minimum cash
balance;

« the failure of any representation or warranty to be materially
correct; the occurrence of a material adverse change (as
defined in the credit agreement);

» the failure of the security documents or guarantees to be
effective;

» judgments against us or any of our subsidiaries in excess

of certain amounts; and

bankruptcy or insolvency events; and the failure of our prin-

cipal beneficial equity holders to maintain their investment

in us,

Contractual Obligations and Contingencies

As of December 31, 2006 significant existing contractual obligations
and contingencies consisted of our obligations as borrower under
our new credit facility. In addition, we had contractual obligations
under interest rate swap contracts, ship management agreements
and an oifice rental agreement.




Long-Term Financial Obligations and Other Commercial Obligations
The following table sets out long-term financial and other comrmerciai obligations, outstanding as of December 31, 2006 {all figures in

thousands of U.S. Dollars):

Payment Due by Period

Less than 1-3 3-5 More than

Contractual Obligations Totat 1 year years years 5 years
Long-term debt obligation'® 284,800 0 0 284,800 0
Interest payments!2 78,102 18,652 37,274 22178 i+
Vessel operating expenses®® 194,874 20664 43,207 45,838 85,165
Management fees™! 18,707 1,899 3,837 4,071 8,900
Rental agreement!® 751 68 148 164 N
Total 577,234 41,283 84,466 357,049 94,436
Notes:

{1} Refers 1o our obligations to repay the indebtedness outstanding as of December 31, 2006.
(2) Rafers to our expected intsrest payments over the term of the indebtedness outstanding as of December 31, 2006, assuming a weighted average inierest rate of 6.545%

per annum.

{3} Refars 10 our obligations under the 10-year ship management agreements that twelve of our vessel-owning subsidiaries have entered into with Magnus Carriers. These
figures represent the aggregate amount of the individual initial vessel operating expenses for 12 vessels, which increases by 3% every year under the management agree-
ments with an assumed start date of January 1, 2006. The vessel operating expenses are subject to adjustments every three years and thus may vary.

{4) Refers to the management fees payable to Magnus Carriers under the 10-year ship management agraements, Thase figures represent the aggregate amount of the
individual initial vessel management feas for 12 vessels, which increases by 3% every year under the management agreements with an assumed start date of January 1,
2006. The commarcial management faas paid to Magnus Carriers and the technical management foas paid to Erst Jacob in respect of the Chincok are also included,

5] Refars to our obligations undar a rental agreement for office space for the Company.

Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Exposure Qur debt obligations under our new credit
facility bear interest at LIBOR plus a margin ranging from
1.125% to 1.5% per annum. With effect from January 3, 2007
and until the relaxation of the interest cover financial covenant
no longer applies the margin will be 1.76%. Increasing interest
rates could adversely affect our future profitability. We entered
into three interest swap transactions with three banks during
2005. On April 7, 2006 one of the interest rate swaps was termi-
nated and the settlement proceeds amcunted 1o $0.49 million.
Under the two swap agreements we have limited the interest
rate we pay on $93.3 million of cur outstanding indebtedness 10
a maximum of 4.885% per annum, excluding the margin, effec-
tive from January 3, 2006 and until the swap agreements mature
in June 2008,

On July 5, 2006 the Company entered into interest rate swaps
with five banks on identical terms. These five swaps had an
effective date of July 3, 2006 and a maturity date of April 3, 2011.
Under the terms of the swap agreements, we pay a fixed interest
rate of 5.63% per annum on a total of $100 million of the long-
term debt drawn under the new credit facility.

A 100 basis point increase in LIBOR would have resulted in an
increase of approximately $1 million in our interest expense on
the $91.5 million unhedged element of drawings under the new
credit facility for the year ended December 31, 2006.

Foreign Exchange Rate Exposure Our vessel-owning subsid-
iaries generate revenues in U.S. dollars but incur a portion of
their vessel operating expenses, and we incur our general and
administrative costs, in other currencies, primarily Euros.

We monitor trends in foreign exchange rates closely and actively
manage our exposure to foreign exchange rates. We maintain
foreign currency accounts and buy foreign currency in anticipa-
tion of our future requirements in an effort to manage foreign
exchange risk. As of December 31, 20086, a 1% adverse move-
ment in U.S. dollar exchange rates would have increased our ves-
sel operating expenses by approximately $81,273.

Recant Accounting Developments in September 2006, the
Financial Accounting Standard Board issued Statement of Finan-
cial Accounting Standards No. 157 {SFAS No. 157) “Fair Value
Measurement,” SFAS No. 157 defines fair value, establishes a
framework for measuring fair value in generally accepted accouni-
ing principles {GAAP) and expands disclosures about fair value
measurements. SFAS No. 1587 is effective for financial state-
ments issued for fiscal years beginning after November 15, 2007,
and interim periods within those fiscal years. The provisions of
SFAS No. 157 should be applied prospectively as of the begin-
ning of the fiscal year in which it is initially applied. The Group
does not expect the adoption of this Accounting Standard to have
an effect on its financial statements. SFAS No. 157 will be effec-
tive for the Group for the year beginning on January 1, 2008.
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In February 2007, the FASB issued SFAS No. 1569 "T?he Fair Value
Option for Financial Assets and Financial Liabilities” (SFAS No.
159). SFAS No. 159 permits entities 10 choose to measure many
financial assets and financial liabilities at fair value. Unrealized
gains and losses on items for which the fair value option has
been elected are reported in earnings. SFAS No. 15? is effective
for fiscal years beginning after November 15, 2007, The Group is
currently assessing the impact of SFAS No. 159 on its consoli-
dated financial position and results of operations.

Subsequent Events

1
MSC Oslo The vessel changed its name to MSC QSID from SC!
Tej and entered into a 2-year time charter to MSC on March 8,
2007 at a daily rate of $15,000 net of commissions.

Chinook in February 2007, the Chinook entered into.an 18-month
time charter {extendable by 12 months at the charterer’s option}
with the Stena Group at a daily rate of $17,0é2.50 net of
commissions, which includes a profit sharing crlymponent of
50% for the Company.

Dividend On March 9, 2007 the Directars of Aries Maritime
declared a dividend of $ 0.07 per share in respect of the fourth
quarter of 2006. The dividend was paid on Marcti 30, 2007 to
shareholders on record as of March 19, 2007.
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Our Fleet
Daily
Total Vessel
Year Net Daily QOperating
Vessel Name Size Built Charterer Charter Expiration Charterhire Rate Expenses
Products Tankers
Altius 73,400 dwt 2004 Deiulemar/Eneg! Through 6/09 $14,860 $4,500
Fortius 73,400 dwt 2004 Deiulemar/Enei Through 8/09 $14,860 $4,500
Nerdanvind 38,701 dwt 2001 PDVSA Through 11/08 $19,988 $5,000
Ostria {ex Bora) 38,701 dwt 2000  Spot market $5,000
High Land 41,450 dwt 1992 Trafigura Through 4/08 $16,5675 $4,700
High Rider 41,502 dwt 1991 Trafigura Through 4/08 $16,575 $4,700
Arius (ex Citius) 83,970 dwt 1986 ST Shipping Through 7/07 with Minimum of $17,550, $4,800
one B-month maximum of $18,281
extension at + 50% of profits
charterers’ option over and above
$18,000
Stena Compass 72,750 dwt 2006  Stena Group Through 8/08 Bareboat charter at rate N/A
of $18,700 + 30%
index linked profit
sharing
Stena Compassion 72,750 dwt 2006  Stena Group Through 12/08 Bareboat charter at rate N/A
of $18,700 + 30%
index linked profit
sharing
Chinook 38,701 dwt 2001 Stena Group Through 8/08 $17,062 + 50% of $5,300*
profits over and
above $17,500
Container Vessels
CMA CGM Makassar 2,917 TEU 1990 CMACGM Through 5/1¢ $20,400 $5,100
CMA CGM Seine 2,917 TEU 1930 CMA CGM Through 8/10 $20,400 $5,100
Energy 1 2,438 TEU 1989 IRISL Through 4/08 with $17,297 $4,800
(ex ANL Energy) one 6-month
extension at
charterers’ option
MSC Oslo 2,438 TEU 1889 MSC Through 3/09 $15,000 $4,800
{ex SCI Tej)
Ocean Hope 1,799 TEU 1988  China Shipping Through 6/07 $13,956 $4,400

Container Lines

*Refers to the actual daily vessel operating expenses during 2006,
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i
To the Board of Directors and Stockholders of I
Aries Maritime Transport Limited |

We have audited the accompanying consolidated balance sheets of Aries Maritime Transport Limited {the “"Group”) as of December 31,
2006 and December 31, 2005, and the related consolidated and predecessor combined carve-out statements of income, stockholders’
equity and cash flows for each of the three years in the period ended December 31, 2006. These consolidated and predecessor
combined carve-out financial statements are the responsibility of the Group'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 audut to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes exammmg on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accountmg principles used and significant estimates made by management, as well
as evaluating the overall financial statement preser;\tation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consclidated and predecesso'r combined carve-out financial statements referred to above present fairly, in all
material respects, the financial position of Aries Marmme Transport Limited at December 31, 2006 and December 31, 2005, and the
resulis of its operations and its cash flows for each of the three years in the period ended December 31, 2006 in conformity with

accounting principles generally accepted in the Umted States of America.
i

PricewaterhouseCoopers S.A. |

April 19, 2007 |
Athens, Greece '
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Consolidated Balance Sheets

December 31,

December 31,

(Al amounts expressed in thousands of U.S. Dollars) Notes 2005 2006

ASSETS

Current assets
Cash and cash equivalents $ 19,248 $ 11,612
Restricted cash 4 10 3,242
Trade receivables, net 176 1,960
QOther receivables &0 172
Derivative financial instruments 14 401 671
Inventories 5 645 1,486
Prepaid expenses b2t 338
Due from managing agent 84 444
Due from related parties 18 1,293 2,495
Total current assets 22,438 22,430
Vessels and other fixed assets, net 6 341,225 431,396
Advances for vessel acquisitions 11,363 —
Deferred charges, net 9 2,872 4,214
Total non-current assets 355,460 435,610
Total assets $377,898 $458,040

LIABILITIES AND STOCKHCOLDERS' EQUITY

Current liabilities
Accounts payable, trade 7 $ 4,588 % 11,828
Accrued liabilities 8 2,880 7,289
Deferred income 3,163 1,947
Derivative financial instruments 14 — 2,547
Deferred revenue 11 10,715 6,011
Total current liabilities 21,356 29,622
Long-term debt 10 183,820 284,800
Deferred revenue 11 17,041 11,030
Total liabilities 222,217 325,452
Commitments and contingencigs 10,16 — —_

Stockholders’ equity
Preferred Stock, $0.01 par value, 30 million shares authorized, none issued
Common Stock, $0.01 par value, 100 million shares authorized, 28.4 million shares

issued and outstanding at December 31, 2008 (2005: 28.4 million shares} 284 284

Additional paid-in capital 185,397 132,304
Total stockholders’ equity 155,681 132,588
Total liabilities and stockholders’ equity $377.898 $458,040

The accompanying notes are an integral part of these consolidated and predecessor combined carve-out financial statements.
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Year ended Year ended Year ended
Al amounts expressed in thousands of LS. Dallars, December 31,  December 31, December 31,
except share and per share amounts) | Notes 2004 2005 2006
REVENUES: '
Revenue from voyages 11,13 $ 48,269 375,905 $ 94,199
Gain on disposal of vessels | 14,724 — —
EXPENSES:
Commissions | 18 {1,189} (1,323) {1,403)
Voyage expenses : (312} (224) (4,076}
Vessel operating expenses i 17,18 {12,460} (17,842) (27,091}
General & administrative expenses ' 18 (75) {1,649) {4,226)
Depreciation | 5] (12,724) (19,446} (29,431}
Amortization of dry-docking and special survey expense 6,18 {1,6b2) {1,958) (3,568)
Management fees ! i8 {893) {(1,511) {1,999)
’ (29,205) (43,953) (71,794)
Net operating income | 33,788 31,952 22,405
OTHER INCOME/{ EXPENSES), NET:
Interest expense | 9,10,11 (8,616) (18,793) {19,135)
Interest received 58 672 931
Other income {expenses}, nat | 76 {10 {214)
Change in fair value of derivatives ) 14 {33) 950 {1,788}
Total other income/ (expenses), net ! (8,515) {17.187) (20,206}
NET INCOME . 25,273 14,771 2,199
Earnings per share: !
Basic and diluted | $ 156 $ 0864 $ 0.08
Weighted average number of shares:
Basic and diluted J 16,176,877 23,118,466 28,416,877

The accompanying notes are an integral part of these consolidated and predecessor combied carve-out financial statements.
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Consolidated and Predecessor Combined Carve-out Statements of Stockholders’ Equity

Common Stock Additional Total
{All amounts expressed in thousands (Number of Shares Invested Share Paid-in Retained Stockholders’
of U.S. Dollars except as indicated) Notes in Thousands) Equity Capital Capital Earnings Equity
Balance at December 31, 2003 $ 514 $ 514
Net income 25,273 25,273
Capital contribution 9,834 9,834
Distribution to stockholders {18,868} {18,368)
Balance at December 31, 2004 16,653 16.653
Net income 3.807 3,807
Capital contribution 12 1,200 12 12
Balance at March 17, 2005 1,200 20,472 20,472
Reorganization adjustment (20,472 $12 $ 20460 § — —
Distributions 12 14,977 — 180 {2,058) — {1,908}
Net income — - — 10,964 10,964
Proceeds from initial public offering, net 1 12,240 -_ 122 140,807 — 140,929
Dividends paid 12 — — (3.812} {10,964) (14,7786)
Balance at December 31, 2005 28,417 — 284 155,397 —_ 155,681
Net income - —_ — 2,199 2,199
Dividends paid 12 - — (23,093) (2,199) (25,292)
Balance at December 31, 2006 28,417 $ — $284 $132304 § — $132,688

The accompanying notes are an integral part of these consolidated and predecessor combined carve-out financial statements.
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Consolidated and Predecessor Combined Carv:e-out Statements of Cash Flows

Year ended Year ended Year ended
December 31, December 31, December 31,
{All amounts expressed in thousands of U.S. Dollars) | Notes 2004 2005 2006
Cash flows fram operating activities:
Net income $§ 25273 £ 14771 2,199
Adjustments 1o reconcile net income to net cash provided by
operating activities:
Depreciation I 12,724 19,4486 29,41
Amortization of dry-docking and special survay 1,552 1,958 3,727
Amortization and write-off of deferred financing costs 587 1,698 1.639
Amortization of debt discount | 1,480 7,640 —
Amortization of deferred revenue {9,055} {9,275} (11,689}
Unearned revenue | — (16) —
Interest expense of deferred revenue . 294 430 974
Change in fair value of derivative financial instruments 33 (950} 1,788
Gain on disposal of vessels | (14,724) — -
Payments for dry-docking / special survey cos1s - {1,896) {15,151}
Proceeds for vessel's dry-docking / special survey costs — — 5,000
Changes in working capital ! 15 3,735 3,268 6,297
Net cash provided by operating activities 21,889 36,974 24,215
Cash flows from investing activities: '
Vessel acquisitions (221,115} (103,355} (101,765)
Other fixed asset acguisitions — (96) (50
Restricted cash for dry-docking payments ! (535} 813 —_
Proceeds from disposal of vessels 59,877 — —
Advances for vessel acquisitions I — (11,363} —
Net cash used in investing activities ' (161,773) (114,001} (101,815}
Cash flows from financing activities: i
Proceeds from issuance of long-term debt ' 246,180 183,820 100,980
Principal repayments of long-term debt (99,378) (214,600) —
Preceeds from termination of derivative f'tnancial|instruments — 3 489
Payment of participation liability ! — (6.500) —
Payment of financing costs {1,959} {2,824) {2,981)
Restricted cash for loan payments ’ (4,694) 4,793 3,232)
Proceeds from issuance of capital stock 4,392 140,941 —
Distribution — (214} —
Dividends paid ! - (14,776} {25,292)
Net cash provided by financing activities 144,541 90,941 69,964
Net increase/ (decrease) in cash and c:ash equivalents 4,667 13,914 (7,636)
Cash and cash equivalents '
Beginning of year i 667 5,334 19,248
End of year ’ $ 6334 $ 19,248 $ 11,612
SUPPLEMENTAL CASH FLOW INFORMATION i
tnterest paid | $ 5,429 $ 19,838 $ 13,466
Issuance of capital stock — 150 —
Vessels acquired from issuance of long-term dept 5,000 — —
Vessels acquired from stockholder contributions 8,147 — —
Proceeds receivable from disposal of vessels 2,000 —_ —
Long-term debt transferred to group 18,767 — -
Proceeds from disposal of vessels paid to stockholders 3,000 — —
Liability assumed in connection with vessel acquisitions 22,838 28,387 —_
Distribution — 1,694 —_

The accompanying notes ara an integral part of these consolidated and predecessor combined carve-out financial statements.

30 I




@ Aries Maritime Transport Limited

Notes to the Predecessor Combined Carve-out and Consolidated Financial Statements
{All amounts in tables expressed in thousands of U.S. Dollars}

1. Organization and Basis of Presentation

The principal business of Aries Maritime Transport Limited (the “Company” or "Aries Maritime”} is the ownership and chartering of
ocean-going vessels worldwide. The Company conducts its operations through its subsidiaries. The vessel-owning subsidiaries own
products tankers and container vessels that transport a variety of refined petroleum products and containers worldwide. Aries Maritime
was incorporated on January 12, 2005 for the purpose of being the ultimate holding company of 100% of certain of the companies

listed below {companies 1 through to 12}:

Country of Date of Vessel

Company MName In¢orporation Veassel Name Acquisition

1. Mote Shipping Ltd. Malta i —

2. Statesman Shipping Ltd. Malta b -

3. Trans Continent Navigation Lid. Malta . —

4. Trans State Navigation Ltd. Malta . —

5. Rivonia Marine Limited Cyprus * —_

B. Robin Marine Limited Cyprus * —

7. Olympic Galaxy Shipping Ltd. Marshall Islands M/V Energy 1 ex CMA CGM Energy April 28, 2004

8. Bora Limited British Virgin Islands " —

9. Dynamic Maritime Co. Marshall Islands MV SCI Tej ex CMA CGM Force Jupe 1, 2004
10. Jubilee Shipholding S.A. Marshall Istands M/V Ocean Hope July 26, 2004
11, Vintage Marine S.A. Marshall Islands M/T Arius ex Citius August 5, 2004
12. Ermina Marine Ltd. Marshall Islands M/T Nordanvind December 9, 2004
13. AMT Management Lid. Marshall Islands — —
14. Land Marine S A. Marshall Islands M/T High Land** March 7, 2003
15. Rider Marine 5.A. Marshall Islands M/T High Rider** March 18, 2003
16. Altius Marine S.A. Marshall Islands M/T Altius** June 24, 2004
17. Seine Marine Lid. Marshall Islands MV CMA CGM Seine June 24, 2005
18. Makassar Marine Etd. Marshall Islands M/V CMA CGM Makassar July 15, 2005
19. Fortius Marine S.A. Marshall Islands M/T Fortius** August 2, 2004
20. Chinook Waves Corporation Marshall Islands M/T Chinook November 30, 2005
21. Santa Ana Waves Corporation Marshall Islands b —
22. Compassion Overseas Ltd. Bermuda M/T Stena Compassion June 16, 2006
23. Compass QOverseas Lid. Bermuda M/T Stena Compass February 14, 2006
24. Ostria Waves Ltd. Marshall islands M/T Ostria ex Bora**/*** May 25, 2004

*These companias were transferred out of the Aries Maritime group of companies on March 24, 2005.
**These vessels were transferred from Trans Continent Navigation Lid, Mote Shipping Lt Statesman Shipping Lid., Trans State Navigation Ltd. end Bora Liruted to Altius
Maring S.A., Land Maring S.A., Rider Marine 5.A., Fortius Marine $.A, and Ostria Waves Lid in November, July, August, Novembar 2005 and January 2007 respectively.
The original acquisitions for these vessels were made on June 24, 2004, on March 7, 2003, on March 18, 2003, on August 2, 2004 and on May 25, 2004 respectively.
***Santa Ana Waves Corporation was incorporated an March 23, 2006. Ostria Waves Ltd, was incorporated en Novembear 27, 2008,

Up to March 17, 2005, the predacessor combined carve-out
financial statemenis of Aries Maritime had been prepared to
reflect the combination of certain of the vessel-owning compa-
nies listed above. The companies refiected in the predecessor
combined carve-out financial statements were not a separate
legal group prior 10 the reorganization, therefore reserves were
represented by “Invested Equity.”

In a group reorganization effective March 17, 2005 the stockhold-
ers of certain of the vessel-owning companies listed above con-
tributed their interest in the individual vessel-owning companies
in exchange for an equivalent shareholding in Aries Maritime.
Aries Maritime’s ownership percentages in the vessel-owning
companies are identical to the ownership percentages that the

previous stockholders held in each of the vessel-owning com-
panies before the group reorganization. Accordingly the group
reorganization has been accounted for as an exchange of equity
interests at historical cost,

After March 17, 2005, the financial statements reflect the con-
solidated results of Aries Maritime.

On June B, 2005 Aries Maritime closed its initial public offering
of 12,240,000 common shares at an offering price of $12.50
per share. The net proceeds of the offering after expenses were
$140.8 million.

Hereinafter, Aries Maritime and its subsidiaries listed above will
be referred to as “the Group.”
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Notes to the Predecessor Combined Carve-out and Consclidated Financial Statemaents (Continued)

Al amounts in tables expressed in thousands of UL.S. Dq.'fars)

2. Summary of Significant Accounting Policies 1

Principles of Combination and Consolidation The predecessor
combined carve-out and consolidated financial statements are
prepared in accordance with accounting principles generally
accepted in the United States of America. All intercompany bal-
ances and transactions have been eliminated upon combination
and consolidation.

Use of Estimates The preparation of financial statements in con-
formity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, revenues and expenses
and the disclosure of contingent assets and liabilities in the finan-
cial statements and accompanying notes. Actual results could
differ from those estimates. '

Foreign Currency Translation The functional curtency of the
Group is the U.S. Dollar because the Group’s vessels operate in
internationa! shipping markets, which typically utilize the U.S.
Dollar as the functional currency. The accounting records of the
companies comprising the Group are maintained in|U.S. Dollars.
Transactions involving other currencies during a period are con-
verted into U.S. Dollars using the exchange rates infeffect at the
time of the transactions. At the balance sheet datés, monetary
assets and liabilities, which are denominated in other currencies,
are translated o reflect the period-end exchange rates. Resulting
gains or losses are reflected in the accompanying :consolidated
statemnents of income.

Cash and Cash Equivalents The Group considers|highly liquid
investments, such as time deposits and certificates of deposit,
with an original maturity of three months or less 1 be cash
equivalents. ,

Restricted Cash Various restricted cash accounts held by the
Group, consisting mainly of retention and debt reserve accounts,
are restricted for use as general working capital unless such
balances exceed the next quarter's loan payments due to the
vessel-owning companies’ lenders. The Group cqnsiders such
accounts to be restricted cash and classifies them separately
from cash and cash equivalents within current assets. Dry-
docking accounts are also restricted for use by the vessel-
owning companies until such time as dry-dockifng costs are
incurred. These restricted cash accounts are classified as non-
current assets.

Trade Receivables The amount shown as tradeia receivables
includes estimated recoveries from charterers for hire, freight
and demurrage billings, net of provision for doubtful accounts.
An estimate is made for the provision for doubtiul accounts
based on a review of all outstanding trade recei\lrables at year
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end. Bad debts are written off in the period in which they are
identified. No provision for doubtful debts has been made for the
vears ended December 31, 2006, December 31, 2005 and
December 31, 2004 and the Group has not written off any trade
receivables during these periods.

Inventorias Inventories which comprise of bunkers, lubricanis,
provisions and stores remaining on board the vessels at period
end are valued at the lower of cost and market value. Cost is
determined by the first in, first out method.

Vessels and Other Fixed Assets Vessels are stated at cost, which
consists of the contract price, delivery and acquisition expenses,
interest cost while under construction, and, where applicable,
initial improvements. Subsequent expenditures for conversions
and major improvements are also capitalized when they apprecia-
bly extend the life, increase the earning capacity or improve the
efficiency or safety of a vessel; otherwise, these amounts are
charged to expenses as incurred.

The component of each new vessel's initial capitalized cost that
relates to dry-docking and special survey calculated by reference
to the related estimated economic benefits to be derived until
the next scheduled dry-docking and special survey, is treated as
a separate component of the vessel's cost and is accounted for
in accordance with the accounting policy for dry-docking and
special survey costs.

Where the Group identifies any intangible assets or liabilities
associated with the acquisition of a vessel, the Group records all
identified tangible and intangible assets or liabilities at fair value.
Fair value is determined by reference to market data and the
discounted amount of expected future cash flows. In addition,
the portion of the vessel's capitalized costs that relates to dry-
docking and special survey is treated as a separate component of
the vessel's costs and is accounted for in accordance with the
accounting policy for special survey and dry-docking costs.

Fixed assets are stated at cost and are depreciated utilizing the
straight-line method at rates equivalent to their estimated eco-
nomic useful lives. The cost and related accumulated deprecia-
tion of fixed assets sold or retired are removed from the accounts
at the time of sale or retirement and any gain or loss is included
in the accompanying statement of income.

Accounting for Special Survey and Dry-docking Costs The
Group foltows the deferral method of accounting for special sur-
vey and dry-docking expenses whereby actual costs incurred are
deferred and are amortized over a period of five and two-and-a-
ha!f years, respectively. If a special survey and/or dry-docking is
performed prior to the scheduled date, the remaining unamor-
tized balances are immediately written off.




The amortization periods for the special survey and dry-docking
expenses reflect the periods between each legally required spe-
cial survey and dry-docking.

Debt Finance Where a secured loan includes the right for the
tender to participate in future appreciation of the underiying
vessels under lien, the Group establishes a participation liability
at the inception of the loan equal to the fair value of the participa-
tion feature. At the end of each reporting period, the balance of
the participation liahility is adjusted to be equal to the current fair
value of the participation. The corresponding amount of the
adjustment is reflected as an adjustment to the debt discount.
As of December 31, 2006 and 2005 there is no such participa-
tion liability.

Debt discount is amortized using the effective interest method
aver the term of the related loan, Any adjustment to the dabt
discount is amortized prospectively. The cost is included in inter-
est expense.

Deferred Revenue The Group values any liability arising from the
below market value bareboat and time charters assumed when a
vessel is acquired. The liability, being the difference between the
market charter rate and assumed charter rate, is discounted using
the Group's weighted average cost of capital and is recorded as
deferred revenue and amortized to revenue over the remaining
period of the time charter.

Impairment of Long-lived Assets Long-lived assets and certain
identifiable intangibles held and used or disposed of by the Group
are reviewed for impairment whenever events or changes in cir-
cumstances indicate that the carrying amouni of the assets may
not be recoverable. An impairment loss for an asset held for use
should be recognized when the estimate of undiscounted cash
flows, excluding interest charges, expected to be generated by
the use of the asset is less than its carrying amount,

Measurement of the impairment loss is based on the fair value of
the asset as provided by third parties as compared to its carrying
armount. In this respect, management regularly reviews the carry-
ing amount of each vessel in connection with the estimated
recoverable amount for such vessel. Impairment losses on assets
to be disposed of, if any, are based on the estimated proceeds to
be received, less costs of disposal. The review of the carrying
amount in connection with the estimated recoverable amount for
each of the Group's vessels indicated that no impairment loss
has occurred in any of the periods presented.

Depreciation of Vessels and Other Fixed Assets Depreciation is
computed using the straight-line method over the estimated use-
ful life of the vessels, after considering the estimated salvage
value of the vessels. Each vessel’s salvage value is equal to the

product of its lightweight tonnage and estimated scrap value per
lightweight ton. Management estimates the useful life of the
Group’s vessels to be 25 years from the date of initial delivery
{from the shipyard. However, when regulations place limitations
over the ability of a vesse! to trade, its useful life is adjusted 10
end at the date such regulations become effective. Currently,
there are no regulations which affect the vessels’ useful lives.

Depreciation of fixed assets is computed using the straight-line
method. Annual depreciation rates, which approximate the useful
life of the assets, are:

Furniture, fixtures and eguipment:
Computer equipment and software:

5 years
5 years

Financing Costs Fees incurred for obtaining new loans or refi-
nancing existing foans are deferred and amortized over the life of
the related debt, using the effective intergst rate method. Any
unamortized balance of costs relating to loans repaid or refi-
nanced is expensed in the period the tepayment or refinancing
is made.

Fees incurred in a refinancing of existing loans continue to be
amortized over the remaining term of the new loan where there
is a modification of the loan. Fees incurred in a refinancing
of existing loans where there is an extinguishment of the old
loan are written off and included in the debt extinguishment gain
or loss.

Interest Expense Interest costs are expensed as incurred and
include interest on loans, financing costs and armortization,
Interest costs incurred while a vessel is being constructed
are capitalized.

Accounting for Revenue and Expenses Revenues are generated
from bareboat, time and voyage charters. Bareboat, time and
voyage charter revenues are recorded over the term of the
charter as the service is provided. Any profit sharing additional
hires generated are recorded over the term of the charter as the
service is provided. Deferred income represents revenue appli-
cable to periods after the balance sheet date.

Vessel pperating expenses are accounted for on an accrual basts.

Repairs and Maintenance Expenditure for routine repairs and
maintenance of the vessels is charged against income in the
period in which the expenditure is incurred. Major vessel improve-
ments and upgrades are capitalized to the cost of vessel.

Derivative Instruments Derivative financial instruments are
recognized in the balance sheets at their fair values as either
assets or liabilities. Changes in the fair value of derivatives that
are designated and qualify as cash flow hedges, and that are
highly effective, are recognized in other comprehensive income.
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{Aflt amounts in tables expressed in thousands of U.S. Dallars)

If derivative transactions do not meet the criteria o qualify for
hedge accounting, any unrealized changes in fair value are recog-

nized immediately in the income statement. |
t

Amounts receivable or payable arising on the termination of inter-
est rate swap agreements qualifying as hedging instruments are
deferred and amortized over the shorter of the life of the hedged
debt or the hedge instrument.

During 2004, 2005 and 20086, the Group entered into interest
rate swap agreements that did not qualify for hedge account-
ing. As such, the fair value of these agreements and changes
therein are recognized in the balance sheats and statements of
income, respectively. '

Segment Reporting The Group reports financial infi‘-rmation and
evaluates its operations by charter revenues and not by the type
of vessel, length of vessel employment, customer or type of
charter. Management, including the chief operating decision mak-
ers, reviews operating results solely by revenue per day and
operating resulis of the fleet and, as such, the Group has deter-
mined that it operates under one reportable segmer:\t.

Earnings Per Share The Group has presented earnings per share
for all periods presented based on the common shares outstand-
ing of Aries Maritime. The common shares issued as a result of
the initial public offering have been included in the weighted aver-
age calculation prospectively from the date of such offering for
purposes of disclosure of earnings per share. There ére na dilutive
or potentially dilutive securities; accordingly there is no difference
between basic and diluted earnings per share. |

Cash Flow Statement The consolidated statements of cash
flows for all periods presented have been reclassified to reflect
dry-docking and special survey costs as operating activities
instead of investing activities to conform to the| presentation
adopted by the Group starting January 1, 2006. This reclassifi-
cation resulted in the decrease of net cash used in investing
activities in the amount of $1.9 million in the year ended
December 31, 2005 (2004: $NIL). This reclassification had no
impact on our Consolidated and Predecessor Combined Carve-
out Balance Sheets, Statements of Income or Sltatements of
Stockholders' Equity.

Certain balances in prior fiscal years have been reclassified to
conform to the presentation adopted in the current year.
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3. Recent Accounting Pronouncements

In September 2006, the Financial Accounting Standard Board
issued Statement of Financial Accounting Standards No. 1567
(SFAS No. 157} "Fair Value Measurement.” SFAS No. 157 defines
fair value, establishes a framework for measuring fair value in
generally accepted accounting principles (GAAP} and expands
disclosures about fair value measurements. SFAS No. 157 is
effective for financial statements issued for fiscal years begin-
ning after November 15, 2007, and interim periods within those
fiscal years. The provisions of SFAS No. 157 should be applied
prospectively as of the beginning of the fiscal year in which it is
initially applied. The Group does not expect the adoption of this
Accounting Standard to have an effect on its financial statements.
SFAS No. 167 will be effective for the Group for the year begin-
ning on January 1, 2008,

tn February 2007, the FASB issued SFAS No. 159 "The Fair Value
Option for Financial Assets and Financial Liabilities™ {SFAS No.
159). SFAS No. 159 permits entities 10 choose to measure many
financial assets and financial liabilities at {fair value. Unrealized
gains and 'osses on items for which the fair value option has
been elected are reported in earnings. SFAS No. 159 is effective
for fiscal years beginning after November 15, 2007. The Group is
currently assessing the impact of SFAS No. 159 on its consali-
dated financial position and results of operations.

4. Restricted Cash

December 31, December 31,
2005 2006
Retention account § $3,232
Restricted account 10 10
$10 $3,242

Cash deposited in the retention account was made available for
loan interest payments within three months of being deposited.

5. Inventories

December 31, December 31,

2005 2006
Lubricants 581 750
Bunkers —_ 699
Provisions {siores) 64 a7
645 1,496




6. Vessels and Other Fixed Assets
Details are as follows:

Other Cost Special Dry-

fixed assets  of vessel survey docking Total
Cost
Balance at December 31, 2003 $ — $ 30,572 $ 967 $ 700 $ 32,239
Additions — 263,938 2,834 1,967 268,739
Disposals — 159177} 474} {438) (60,089}
Balance at Deceamber 31, 2004 — 235,333 3,327 2,229 240,889
Additions 96 131,079 1,528 1,031 133,734
Balance at December 31, 2005 96 366,412 4,855 3,260 374,623
Additians 50 112,361 1,562 14,356 128,329
Proceeds received — — — {5,000) {5,000}
Balance at December 31, 2006 146 478,773 6,417 12,616 497,952
Accumulated Depreciation and Amortization
Balance at Dacember 31, 2003 —_ (1,721) 1157) {114) {1,992)
Charge for the year - {12,724) {773) {779) {14,276)
Disposals — 4,127 77 70 4,274
Balance at Decamber 31, 2004 -_ {10,318) (853) {823} {11,994}
Charge for the year £ {19,437) {920) {1,038) {21,404)
Balance at Decembaer 31, 2005 9 (28,755) {1.773) {1,86%) {33,398)
Charge for the year {26) {29,405) {1,290) 12,437) {33,158}
Balance at December 31, 2006 $(35) $1{59,160) $(3,063) $(4,298) $(66,556)
Net book value—December 31, 2004 — 225,015 2,474 1,406 228,895
Net book value—December 31, 2005 87 336,657 3,082 1,399 341,225
Net book value—December 31, 2006 $111 $419,613 $ 3,354 $ 8,318 $421,395

During the year ended December 31, 2006, the Group acquired
two vessels, none of which included the assumption of bareboat
charters which had rates of hire below the market value at the
delivery date. In 2005, three vessels were acquired and in 2004,
tive vessels were acquired with rates of hire below market value.
The cost of these vessels in 2005 and 2004 totalled $103.2 mil-
lfon and $107.4 million respectively. The fair value of the liability
associated with the time charters was $28.3 million in 2005 and
$22.6 million in 2004,

During the year ended December 31, 2006, the Group received
$158,000 (2005: $NIL) from Magnus Carriers for special survey
and dry-docking amertization, pursuant to the excess cost shar-
ing arrangement contained in the management agreemenits (refer
to note 16). The amount was received in respect of the differ-
ence between the amortization of actua! dry-docking and special
survey expenses and the budgeted amounts and has been recog-
nized as a reduction in these expenses (refer to note 18).

Under the ship management agreements with Magnus Carriers,
the Group raceived $5 million during the year ended December
31, 2006, by way of a one-time accelerated payment in respect

of the dry-docking costs of the M/T Arius. This $5 million has
been recognized as a reduction in the capitalized costs (refer to
note 18).

7. Accounts Payable

December 37, December 31,

2005 2006
Suppliers $2,108 $ 8,002
Agents 626 615
Trade creditors 1,866 z2n
$4,588 $11,828
8. Accrued Liabilities
December 31, December 31,
2005 2006
Accrued interest $ 7 $ 4,613
Other accrued expenses 617 1,870
Crew payrolt 422 484
Claims 1,834 322
$2,880 $ 7.289
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9. Deferred Charges

Financing
! Costs
Net Book Value at December 31, 2003 ' § 274
Additions 1,959
Amortization {321)
Deferred charges writien off {266)
Net Book Value at December 31, 2004 ; 1,646
Additions 2,824
Amortization {837
Deferred charges written off {761)
Net Book Value at December 31, 2005 i 2,872
Additions r 2,981
Amortization 1 (877}
Deferred charges written off ! (762}
Net Book Value at December 31, 2006 $4,214

10. Long-Term Debt !
Balance as of

Vessel Dec(!amber 31, 2006
M/T Altius $ 17,333
M/V CMA CGM Seine 13,565
M/T QOstria ex Bora I 11,220
M/T Nordanvind 11,890
MJT High Land 9,043
M{T High Rider 8,708
M/T Arius ex Citius 7,201
M{V Ocean Hope 8,373
M/V Energy 1 ex CMA CGM Energy 10,885
MV SCI Tej ex CMA CGM Force 10,885
MV CMA CGM Makassar 13,565
M/T Fortius 17,332
M/T Chinook | 32,600
M/T Stena Compass } 56,100
M/T Stena Compassion 56,100
Total 284,800
Short-term —
Long-term ' 284,800
'$284,800

Senior Secured Credit Agreement Effective April|3, 2006 the
Company entered into a new $360 million revalving credit facility.
The $360 million facility, which has a term of fivela years, was
used to replace the previous $140 million term lcan facility and
$150 million revolving credit facility. The $360 million facility is
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in the name of Aries Maritime as borrower and guaranteed by
the vessel-owning subsidiaries collateralized by first preferred
mortgages over their vessels which have a net book value of
$419.6 million at December 31, 2006 (2005: $336.7 million),
excluding capitalized dry-docking and special survey costs. The
$360 million commitment contained in the revolving credit facil-
ity is subject to an $11 million reduction every six months from
April 3, 2006, with the remaining commitment, after the nine
equal semi-annua! reductions, of $261 million to be reduced to
zero or repaid in full in one instaliment in April 2011.

The debt agreement also contains various covenants, which
the Company is required {0 meet quarterly, including (a) restric-
tion as to changes in management and ownership of the vessels,
(b} limitation on incusring additional indebtedness, (c) mortgaging
of vessels, (d} minimum requirement regarding hull cover ratios,
{e} minimum liguidity requirement, {f) maintenance of operating
accounts and retention account and (g) minimum insurance values.
In addition, Magnus Carrigrs is reguired to maintain a credit balance
in an account with the lender of at least $1 million (See also Note 18).
The debt agreement also requires the Group’s two principal
beneficial equity holders to maintain a beneficial ownership of no
less than 10% each in the issued stock of the Company.

As at December 31, 2006 repayments of the long-term debt
under the new credit {acility are due as follows:

000s
2009 $ 1,800
2010 22,000
2011 261,000
Total amount $284,800

Interest on the new credit facility is charged at LIBOR plus a
margin equal 10 1.125% if the total liabilities divided by the total
assets, adjusting the book value of the fteet to its market value,
is less than 50%:; and 1.25% if equal to or greater than 50%
but less than 60%; and 1.375% if equal to or greater than 60%
but less than 65%; and 1.5% if equal 1o or greater than 65%. The
effective interest rate at December 31, 2006 was 6.62% p.a. for
the revelving credit facility.

Primarily due to vessel out-of-service time during the year ended
December 31, 2006, the interest coverage ratio financial covenant
contained in the debt agreement would not be met and the lender
granted a relaxation from 3.00 to 1.00 to 2.50 to 1.00 for the periods
ending December 31, 2006, March 31, 2007 and June 30, 2007
For subsequent periods the relaxation will not apply and the ratio
reveris back to 3.00 to 1.00. With effect from January 3, 2007
and until the relaxation of this covenant no longer applies, the
Company will pay an increased margin of 1.75%.




Settiement of Fee Agreement with Bank Certain loans with an
aggregate outstanding amount of $135.7 million at December 31,
2004 contained additional participation arrangements with the
Bank of Scotland. With $6.5 million of the proceeds of the
Company's initial public offering, these obligations were settled
in full on June 17, 2005.

11. Deferred Revenue

Deferred

revenue

December 31, 2003 3 —
Additions 22,638
Amortization {9,065)
Interest 293
Dederred revenue written oif on disposal of vessels {5,662)
December 31, 2004 8,214
Additions 28,387
Amortization {9,275)
Interest 430
December 31, 2005 27.756
Amortization {11,689)
nterest 974
December 31, 2006 17,041
Short-term 6,011
Long-term 11,030
$ 17,041

12. Stockholders’ Equity

{a) On incorporation of the Company on January 12, 2005, 12,000
shares were issued with a par value of $1 per share resulting in
net proceeds of $12,000. On January 17, 2005, the Company
proceeded with a stock split resulting in 1,200,000 shares of
$0.01 each.

{b} In April 2005, the Company paid a dividend to existing stock-
holders of $1.9 million. $214,000 of the dividend was paid in cash
and the balance of $1.7 million was settled by the transfer of two
Group companies 1o existing stockholders. In June 2005, the
Company paid a dividend of $150,000, which the Company set-
tled by the issuance of 14,976,877 shares.

(¢) On November 28, 2005, the Company paid a dividend of
$14.7 million to existing stockholders,

(d) During the year ended December 31, 2006, the Company
paid dividends totalling $25.2 miflion to existing stockhotders.

13. Revenue from Voyages

The Group operates on a worldwide basis in one operating
segment—the shipping transportation market. The geographical
analysis of revenue from voyages, based on point of destination,
is presented as follows:

December 31, Decernber 31, December 31,

2004 2005 20086

North America % — 3 _ $ 5,962
Australia —_ — 5,609
Europe 12,302 27,413 25,406
Asia 21,848 30,896 34,710
Africa 10,571 4,186 9,169
South America 3,550 13,410 13,343

$48,269 $75,905 $94,199

During the year ended December 31, 2006, the Group received
65% of its income from four charterers (31%, 13%, 11% and
10%, respectively).

During the year ended December 31, 2005, the Group received
91% of its income from five charterers {33%, 16%, 15%, 14%
and 13%, respectively).

During the year ended December 31, 2004, the Group received
79% of its income from three charterers (43%, 23% and 13%,
respectively).

14. Financial Instruments

Fair Values The carrying amounts of the following financial instru-
ments approximate their fair values; cash and c¢ash equivalents
and restricted cash account, trade and other receivables, due
from managing agent, due from related parties, derivative finan-
cial instruments and trade and other payables. The fair values of
long-term loans approximate the recorded values, generally, due
to their variable interest rates.

Credit Risk The Group believes that no significant credit risk
exists with respect to the Group’s cash due to the spread of this
risk among various different banks and the high credit status of
these counterparties. The Group is also exposed to credit risk in
the event of non-performance by counterparties to denvative
instruments. Howaever, the Group limits this exposure by entering
into transactions with counterparties that have high credit rat-
ings. Credit risk with respect to trade accounts receivable is
reduced by the Group by chartering its vessels 1o established
international charterers {refer to note 13).
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{All amounts in tables expressed in thousands of U.S. Daoliars}
1

Interest Rate Swaps Quistanding swap agreements involve both the risk of a counterparty not periorming under the terms of the
contract and the risk associated with changes in market value. The Group moniiors its positions, the credit ratings of counterparties and
the level of contracts it enters into with any one party. The counterparties io these contracts are major financial institutions. The Group
has a policy of entering into contracts with counterparties that meet stringent qualifications and, given the high level of credit quality of
its derivative counterparties, the Group does not beli[eve it is necessary to obtain collateral arrangements.,

The Group has entered inio interest rate swap agreements detailed as follows:

Value Tarmination Notional Amount Maximum fixad rate Fair value Fair value
Counterparty Date Date i Dec. 31, 2006/2005 Dec. 31, 2006/2005 Floating Rate Dec. 31, 2005 Dec. 31, 2006
SMBC Bank 03/07/06 04/04/11 ! 20,000 5.63% 3-month LIBOR — (505)
Bank of Ireland 03/07/06  04/04/11 20,000 5.63% 3-month LIBOR — (504)
HSH Nordbank 03/07/06 04/04/11 20,000 5.63% 3-month LIBOR —_ (502)
Nordea Bank 03/07/06 04/04/11 20,000 5.63% 3-month LIBOR — (506)
Bank of Scotland 03/07/06 04/04/11 20,000 5.63% 3-month LIBOR — (530)
; — (2,547)
Fortis Bank 03/01/06 03/06/09 ' 46,667 4.885% 3-month LIBOR 127 —
Mordea Bank 03/01/06 03/06/09 46,667 4.885% 3-month LIBOR 121 340
Bank of Scatland 03/01/06 03/06/09 | 46,667 4.885% 3-month LIBOR 153 N
| am 671
|
These interest rate swaps are used 1o hedge the interest expense 15. Changes in Working Capital
arising from the Group's long-term borrowings detaited in Note December 31,  December 3%,  December 31,
10. The interest rate swaps allow the Group to raise long-term 2004 2005 2006
borrowings at floating rates and swap them into efféctively fixed (Increase) decrease in
rates. Under the interest rate swaps, the Group agrees with the T340 receivadles $ (302) $ 120 ${1,784)
counterparty to exchange, at specified intervals, the difference Other receivables (114} 54 12)
between a fixed rate and floating rate interest amount calculated Inventories (352} (210 {851}
by reference to the agreed notional amount. ! Prepaid expenses and
, _ | other (299} 192) 183
The total fair value change of the interest rate swaps indicated Due from managing
above is shown in the income statement. These amounts were a agent _ (84) (360)
loss of $1.8 million for the year ended December 31, 2006, a gain Due from related parties {1,582} {152} {1,202}
of $950,000 for the year ended December 31, 20(|)5 and a loss Increase {decrease) in
of $33.000 for the year ended December 31, 2004. These fair Accounts payable, trade 3,518 936 7.230
values are based upon valuations received from!the relevant Accrued liabilities 1,081 1,684 4,409
financial institutions. The related asset or liability is shown under ~ Deferred income 1,805 1,112 (1,216}
derivative financial instruments in the balance sheet. $3.735 $3,268 $ 6,297
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16. Commitments and Contingent Liabilities

{a} Commitments Management Agreements From June 8, 2005,
certain of the vessel-owning subsidiaries commenced operating
under new ten-year ship management agreements with Magnus
Carriers Corporation (“Magnus Carriers”}), a related party with
common ultimate beneficial stockholders. These ship manage-
ment agreements are cancellable by the vessel-owning subsid-
iaries with two menths notice, while Magnus Carriers has no
such option. Under these agreements, Magnus Carriers provides
both technical and commercial management services for the
vessel-owning subsidiaries. Each of the vessel-owning subsidiar-
ies pays vessel operating expenses to Magnus Carriers based on
the jointly established budget per vessel, which will increase by
3% annually and be subject to adjustment every three years. If
actual vessel operating expenses exceed or are below the bud-
geted amounts, the relevant subsidiary and Magnus Carriers will
bear the excess expenditures or benefit from the savings equally.
Expenses that relate to any improvemant, structural changes or
installation of new equipment required by law or regulation will
be paid solely by the relevant subsidiary. Also, each of thess
agreements provides for the payment to Magnus Carriers of an
initial management fee of $146,000 per annum for technical man-
agement services.

From November 30, 2005, Chinook Waves Corporation commenced
operating the vessel M/T Chinock under a ship management agree-
ment with Ernst Jacob Shipmanagement GmbH {"Ernst Jacob”).
Unrder this agreement, Ernst Jacob provides technical management
services for the vessel-owning subsidiary and received an initial
annual management fee of Euro 128,000.

Remtal Agreement On Novembwer 27, 2005 AMT Management Ltd.
entered into an office rental agreement with a related party, a
company with common ultimate beneficial stockholders, with
effect from December 1, 2005 for ten years at a monthly rental of
Euro 4,000 plus stamp duty {$5,000} (see Note 18).

The following table sets out long-term commaercial obligations
for rent and management fees, outstanding as of December
31, 2006:

2007 1,968
2008 1,963
2009 2,023
2010 2,085
2011 and thereafter 11,420

19,459

{b) Contingencies Legal Proceedings There are no material legal
proceedings to which the Group is a party other than routine liti-
gation incidental to the Group's business. In the opinion of man-
agement, the disposition of these lawsuits should not have a
material impact on the Group's results of operations, financial
position or cash flows.

17. Taxation

The Group is not subject to tax on international shipping income
in its respective jurisdictions of incorporation or in the jurisdic-
tions in which their respective vessels are registered. However,
the vessel-owning companies’ vessels are subject to tonnage
taxes, which have been included in the vessel operating expenses
in the accompanying statements of income.

18. Transactions Involving Related Parties

fa) Management Fees The vessel-owning companies included in
the Group receive technical and commarcial management ser-
vices from Magnus Carriers, a company with common ultimate
beneficial stockholders, pursuant to ship management agree-
menis. Under these agreements, the Group paid managemaeant
fees of $1.8 million for the year ended December 31, 20086,
$1.56 million for the year ended December 31, 2005 and $0.9 mil-
lion for the year ended December 31, 2004 which is separately
reflected in the statements of income.

{b} Commissions Magnus Carriers and Trampocean S.A., related
companies with common ultimate beneficial stockholders, pro-
vide chartering services to the vessef-owning companies included
in the Group at a commission of 1.25% of hires and freights
earned by the vessels. The Group paid these companies fees for
chartering services of $34,000 for the year ended December 31,
2006, $50,000 for the year ended December 31, 2005 and
$368,000 for the year ended December 31, 2004. These com-
missions relate to agreements hetween Magnus Carriers and the
vessel-owning subsidiaries. From the effective date of the new
ship management agresments Magnus Carriers may only receive
commissions an new charters. Under the new ship management
agreements, Magnus Carriers will be paid 1% of the sale or pur-
chase price in connection with a vessel sale or purchase that
Magnus Carriers brokers for the Group.

{c} Rental Agreement During 2005, the Group entered into a
rerial agreement with a related party, a company with common
ultimate beneficial stockholders (see note 18). The Group paid
$62,000 to the related party during the year ended December 31,
2006 (2005: $4,000 and 2004 $NILY.
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{All amounts in tables expressed in thousands of U.S. Dollars)

{d} Amounts Due from/to Related Parties Amounts due from
related parties were $2.5 million at December 31, 2006 and $1.2
million at December 31, 2005, These amounts represent pay-
ments less receipts made by the Group on behalf of {i} other
vessel-owning companies with common ultimate beneficial
stockholders with the Group, consisting of $27,000 (due from) at
December 31, 2006 and $392,000 (due from} at December 31,
2005 and {ii) Magnus Carriers Corporation, consisting of $2.5
million {due from} at December 31, 2006 and $901,000 (due
from) at December 31, 2006. There are no terms of setttement
for these amounts as of December 31, 2006.

{e) Crewing Some crewing for the Group is undertaken by
Magnus Carriers through a related eniity, Poseidon Marine
Agency. The Group paid manning fees of $288,000 for the year
ended December 31, 2006, $310,000 for the year ended
December 31, 2005 and $278,000 for the year ended December
31, 2004,

{f) General and Administrative Expenses During the year ended
December 31, 2006 the Group paid directors’ fees of $619,000
{2005: $467,000 and 2004: $NIL). Such fees are included in gen-
eral and administrative expenses in the accompanying consoli-
dated statements of income. i

{g) Contributions Under Management Agreements During the
year ended December 31, 2006 the Group received $5 million in
full and final settlement by Magnus Carriers of the dry-docking
expenses incurred by M/T Arius. This amount has heen deducted
from the vessel's dry-docking expenses {refer to nlote 6). During
the year ended December 31, 2006 the Group recleived an addi-
tional $6.5 million {2005: $812,000} fromn Magnus Carriers under
the ship management cost-sharing agreements for vessel oper-
ating expenses. These amounts are reflected injthe operating
expenses of the vessels in the income statement.|Also received
during the year ended December 31, 2006 was 'an amoxunt of
$159,000 (2005: $NIL) for special survey and dry-docking amor-
tization. This amount is refiected in the amortization and dry-
docking expense in the income statement, i

!

!

|
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{h) Vessel Purchase Aries Maritime exercised its right to acquire
the M/T Chinook under the Right of First Refusal Agreement
with Magnus Carriers in October 2005. The acquisition was
offered to Aries Maritime by Magnus Carriers on either of two
hases: {a} with retention of the five year head charter dated June
16, 2003 between the sellers and Pacific Breeze Tankers Ltd.
{a joint venture company, 50% of which is ultimately owned
between Mons Bolin, President and Chief Executive Officer of
Aries Maritime, and Gabriet Petridis equally) as charterers, at a
rate of $13,000 per day, in which case the purchase consider-
ation would be $30.6 million or, {b} without the head charter, in
which case the purchase consideration would be $32.6 million.
Aries Maritime exercised its right on basis {b). The total purchase
consideration of $32.6 million for the M/T Chinock, paid on
November 30, 2005, comprised purchase consideration vnder
the terms of a Memorandum of Agreement dated October 25,
2006 of $30.6 million and a $2 million additional purchase consid-
eration to the sellers under the terms of a separate agreement
relating to the termination of the head charter.

Pursuant to an agreement dated December 28, 2004 Aries
Maritime exercised its right to acquire CMA CGM Seine and
CMA CGM Makassar in June 2005 and took defivery of these
vessels on June 24, 2005 and July 15, 2005 respectively. Both
vessels were purchased from International Container Ships KS
{a Norwegian limited partnership, of which Mans Bolin, President
and Chief Executive Officer of Aries Maritime, and Gabriel
Petridis equally together, ultimately owned 25%). The purchase
price paid for the CMA CGM Seine was $35.4 million and for the
CMA CGM Makassar was $35.3 million.

{i} Minimum Liquidity Under the Group's new credit facility,
Magnus Carriers is required to maintain at least $1 million in an
account with the lenders {See Note 10).

19. Post Balance Sheet Events

Dividend On March 9, 2007 the Directors of Aries Maritime
declared a dividend of $0.07 per share in respect of the fourth
quarter of 2006. The dividend was paid on March 30, 2007 to
stockholders on record as of March 19, 2007,




B Aries Maritime Transport Limited

Market for Registrant’s Common Equity and Related Stockholder Matters

Market Information, Holders and Dividends

Our common stock has iraded on the Nasdag National Market
under the symbol "RAMS” since our initial public offering on
June 3, 2005. The following table sets forth for the periods indi-
cated the high and low prices for the common stock as of the
close of trading as reported on the Nasdaq National Market:

High Low
Fiscal Year Ended December 31, 2006
First Quarter $14.36 $12.43
Second Cuarter 13.97 10.65
Third Quarter 12.70 9.50
Fourth Quarter 10.81 9.15

Under our dividend policy we intend to pay quarterly dividends to
the holders of our common shares in March, May, August and
November of each year in amounts substantially equal to the
charterhire received by us under the charters for our vessels
during the preceding calendar quarter, less cash expenses for that
quarter {principally vessel operating expenses, debt service and
administrative expenses) and any reserves our board of directors
determines we should maintain. These reserves may cover,
among other things, drydocking, repairs, claims, liabilities and
other obligations, interest expense and debt amortization, acqui-
sitions of additional assets and working capital.

® Aries Maritime Transport Limited
Adjusted EBITDA Reconciliation

During 2006, we paid a First Quarter dividend of $0.14 per share,
which was paid on May 31, 2006, a Second Quarter dividend
of $0.20 per share, which was paid on August 31, 2006 and a
Third Quarter dividend of $0.20 per share, which was paid on
November 30, 2006. Also, on March 30, 2007, we paid a divi-
dend in the amount of $0.07 per share in respect of the Fourth
Quarter of 20086,

The declaration and payment of any dividend is subject to the
discretion of our board of directors. The timing and amount of
dividend payments will depend on our earnings, financial condi-
tion, cash requirements and availability, the restrictions in our
new credit facility agreement, the provisions of Bermuda law
affecting the payment of dividends, and other factors. Because
we are a holding company with no material assets other than the
stock of our subsidiaries, our ability to pay dividends will depend
on the earnings and cash flow of our subsidiaries and their ability
to pay dividends to us.

We did not repurchase any of our outstanding equity securities
during the year ended December 31, 2006.

Pericd from
inception,
March 7, 2003,
through Year ended Year ended Year ended
December 31, December 31, December 31, Dacembar 31,
(Al amounts in thousands of U.S. dollars, unless otherwise statedi 2003 2004 2005 2006
ADJUSTED EBITDAM
NET INCOME 54 25,273 14,771 2,199
Plus net interest expense 1,534 8,558 18121 18,204
Plus depreciation and amortization 1,992 5,221 12,112 21,326
Plus/{minus) change in fair value of derivatives 215 33 {950) 1,788
ADJUSTED EBITDA 4,255 39,085 44,054 43,517

{1) Wea consider Adjusted EBITDA to reprasent the aggregate of net incorme, net interest axpense, depreciation, amortization and change in the fair value of darivatives. The
Company’s management uses Adjusted EBITDA as a performance measure. The Company believes that Adjusted EBITDA is useful 1o investors, because the shipping
industry is capital intensive and may involve significant financing costs. Adjusted EBITDA is not a measure recognized by GAAP and should not be considered as an alterna-
tiva to net income, operating income or any other indicator of 8 Company's operating performance required by GAAP. The Company's definition of Adjusted EBITDA meay

not be the same as that used by other companies in the shipping or other industries.
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® Aries Maritime Transport Limited

Glossary of Shipping Terms

The following are definitions of certain terms that arle commenly used in the shipping industry and in this annual report.

Aframax tanker

Annual survey

Bareboat charter

Bunkers

Charter

Charterer

Charterhire

Classification society

Clean products

Containers

Container vessel

Dirty products

Double hull

Dry-docking

Dwt

Feeder

42

A tanker with capacitiy ranging from 80,000 to 124,999 dwt.

The inspection of a vessel pursuant 1o international conventions, by a classification society surveyor, on
behalf of the flag state, that takes place every year.

A charter of a vesse! under which the shipowner is usually paid a fixed amount of charterhire for a
certain period of time during which the charterer is responsible for the vessel aperating expenses and
voyage expenses of the vessel and for the management of the vessel, including crewing. A bareboat
charter is also knowrﬁ as a "demise charter” or a “time charter by demise.”

L . .
Heavy fuel and diesel oil used to power a vessel's engines.

The hire of a vessel for a specified period of time or to carry a cargo from a loading port to a discharging
port. The contract for a charter is commonly called a charterparty.

The party that hires a vessel for a period of time or for a voyage.

A sum of money paid to the shipowner by a charterer for the use of a vessel. Charterhire paid under a
voyage charter is also known as “freight.”

An independent society that certifies that a vessel has been built and maintained according 1o the
society's rules for that type of vessel and complies with the applicable rules and regulations of the
country of the vessel's registry and the international conventions of which that country is a member.
A vessel that raceives its certification is referred 1o as being “in-class.”

Liquid products refined from crude oil, whose color is less than or equal t0 2.5 on the National Petroleurn
Association scate. Clean products include naphtha, jet fuel, gasoline and diesel/gasoil.

Metal boxes of standard dimensions, generally either 20 feet or 40 feet long, 8.5 feet high and 8 feet
wide, used to transport various cargo.

A vessel designed to carry standardized containers. Container vessels are mainly “cellular,” which
means they are equipped with metal guide rails for rapid loading and unloading and more secure
carriage, and they may be “geared,” which means they are equipped with cranes for loading and unload-
ing containers.

Liquid products refined from crude oil, whose color is greater than 2.5 on the Natianal Petroleun
Association scale. Dirty products usually require heating during a voyage, because their viSCosity or
waxiness makes dispharge difficult at ambient temperatures.

A hull construction design in which a vessel has an inner and outer side and bottom separated by void space.

The removal of a véssel from the water for inspection and repair of those parts of a vessel which are
below the water Iir!\e. During dry-dockings, which are required to be carried cut periodically, certain
mandatory classification society inspections are carried out and retevant certifications are issued. Dry-
dockings are generally required once every 30 months or twice every five years, one of which must be
a special survey.

Deadweight ton, which is a unit of a vessel's capacity for cargo, fuel, oil, stores and crew measured in
metric tons of 1,000 kitograms.

A short-sea vessel that transfers cargo hetween a central “hub” port and smaller “spoke” ports.




Freight

Gross ton

Handy products tanker
Hull
IMO

Intermediate survey

Lightering

MR tanker
Newbuilding
Off-hire

CPA 90

Panamax tanker

Petroleum products

Products tanker

Protection and
indemnity insurance

Scrapping
Single huil
Sister ships
Special survey
Spot market

Suezmax tanker

Tanker

A sum of meney paid to the ship owner by the charterer under a voyage charter, usually calculated either
per ton loaded or as a lump sum amount.

A unit of measurement for the total enclosed space within a vessel equal to 100 cubic feet or 2.831
cubic meters,

A tanker with capacity ranging from 27,000 to 37,999 dwt.
Shell or body of a ship.

International Maritime Organization, a United Nations agency that issues international standards
for shipping.

The inspection of a vessel by a classification society surveyor that takes place 24 to 36 months after
each special survey.

To partially discharge cargo from a vessel anchored offshore 10 a smaller vessel used to transport the
cargo, typically to the shore.

A medium-sized tanker with capacity ranging from 38,000 to 54,999 dwt.
A new vessel under construction or just compieted.

The period in which a vessel is unable to perform the services for which it is immediately required under
a time charter. Off-hire periods can include days spent on repairs, dry-docking and surveys, whather or
not scheduled,

The United States Qil Pollution Act of 1980.

A tanker with capacity ranging from 55,000 to 79,989 dwt. The term is derived from the maximum
length, breadth and draft of a vessel capable of passing fully loaded through the Panama Canal.

Refined crude oil products, such as fuel oils, gasoline and jet fuel.

A tanker designed to carry a varisty of liquid products varying from crude oil to ¢lean and dirty petroleum
products, acids and other chemicals, as well as edible oils. The tanks are coated to prevent produci
contamination and hull corrosion. The ship may have equipment designed for the loading and unloading
of cargoes with a high viscosity.

Insurance obtained through a mutual association formed by shipowners to provide liability indemnifica-
tion protection from various liabilities to which they are exposed in the course of their business, and
which spreads the liability costs of each member by requiring contribution by all members in the event
of a loss.

The sale of a vessel as scrap metal.

A hull construction design in which a vessel has only one hull.

Vessels of the same class and specifications typically built at the same shipyard.

The inspection of a vessel by a classification society surveyor that takes place every five years.
The market for immediate chartering of a vessel, usually for single vayages.

A 1anker with capacity ranging from 125,000 to 199,999 dwt. The term is derived from the maximum
length, breadth and draft of a vessel capable of passing fully loaded through the Suez Canal.

A ship designed for the carriage of liquid cargees in bulk with cargo space consisting of tanks. Tankers
carry a variety of products including crude oil, refined products and liquid chemicals.
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TCE

TEU

Time charter

Vessel operating expenses

VLCC

Voyage charter

Voyage expenses
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Time charter equivalent, or TCE, is a measure of the average daily revenue performance of a vessel on
a per voyage basis. Our method of calculating TCE is consistent with industry standards and is deter-
mined by dividing vqyage revenues (net of voyage expenses) by voyage days for the relevant time
period. TCE is a standard shipping industry performance measure used primarily to compare period-
to-period changes in|a shipping company’s performance despite changes in the mix of charter types
{i.e., spot charters, tlime charters and bareboat charters) under which the vessels may be employed
during specific periods.

Twenty-foot eguivalent unit, which is the standard measure of a container vessel’s cargo-carrying ¢capac-
ity. It means the space that is occupied by a container of standard external dimensions.

I
A charter under which the shipowner is paid charterhire on a per-day basis for a specified period of time.
Typically, the shipowner is responsible for providing the crew and paying vessel operating expenses
while the charterer is responsible for paying the voyage expenses and additional voyage insurance.

The costs of operating a vessel, primarily consisting of crew wages and associated costs, insurance
premiums, management fee, lubricants and spare parts, and repair and maintenance costs. Vessel oper-
ating expenses exclude fuel cost, port expenses, agents’ fees, canal dues and extra war risk insurance,
as well as commissions, which are included in "voyage expenses.”

A very large crude carrier; a tanker with capacity of 200,000 dwt and over.

A charter under which a shipowner is paid freight on the basis of moving cargo from a loading port to a
discharging port. The shipowner is responsible for paying both vessel operating expenses and voyage
expenses. Typically, the charterer is responsible for any delay at the loading or discharging ports.

Expenses incurred due 10 a vessel's traveling from a loading port to a discharging port, such as
fuel {bunkers) cost, |port expenses, agents’ fees, canal dues and extra war risk insurance, as well
35 commissions.
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Forward-Looking Statements

“Safe Harbor” Statement under the Private Securities Litigation
Reform Act of 1995. This annual report includes assumptions,
expectations, projectiens, intentions and beliefs about future
gvents, These statements are intended as “forward-locking
statements.” We caution that assumptions, expectations, pro-
jectians, intentions and beliels about future events may and
often do vary from actual results and the differences ¢an be
material. All statements in this document that are not state-
menis of historical fact are forward-looking statements.
Forward-locking statements include, but are not limited to, such
matters as fuluie opersating or financial results; statements
about ptanned, pending or recent acquisitions, business strat-
egy, future dividend payments and expected capiial spending or
operating expenses, including dry-docking and insurance costs;
statements about trends in the container vessel and products
tanker shipping markets, including charter rates and factors
affecting supply and demand; cur ability to obtain additicna!
financing; expectaticns regarding the availability of vessel acqui-
sitions; completion of repairs, length of offhire, availability of
charters and anticipated developments with respect to any
pending litigation. The forward-leoking statements in this annual
report are based upon various assumptions, many of which are
basad, in turn, upon further assumptions, including without limi-
tation, management’s examination of historical operating trends,
data contained in qur records and other data available from third
partias. Alihough Aries Maritime Transport Limited believes that
these assumpiions were reasonable when made, because these
assumpiions are inherently subject 10 significant uncertainties
and contingencies which are difficult or impassible to predict
and are beyond our control, Aries Maritime Transport Limited
cannot assure you that it will achieve or accomplish these
expectations, beliefs or projections described in the forward-
locking statements contained in this annual report. Important
factors that, in our view, could cause actual results to differ
materially from those discussed in the torward-looking state-
ments include the strength of world economies and currencies,
general market cenditions, including changes in ¢harter rates
and vessel values, failure of a seller 1o deliver one or more ves-
sels, failure of a buyer to accept delivery of a vessel, inability to
procure acquisition financing, default by one or more charterers
of our ships, our ability to complete documentation of agree-
ments in principle, changes in demand for oil and oil products,
the effect of changes in OPEC’s petroleum production levels,
worldwide oil consumption and storage, changes in demand
that may aifect attitudes of time charterers, scheduled and
unscheduled drydocking, additional time spent in completing
repairs, changes in Aries Maritime Transport Limited's voyage
and operating expenses, including bunker prices, dry-docking
and insurance costs, changes in governmental rules and regula-
tions or actions taken by regulatory authorities, potential liability
from pending or future litigation, domestic and international
pelitical conditions, potential disruption of shipping routes due
to accidents, international hostilities and palitical events or acts
by terrorists and other factors discussed in Aries Maritime
Transpert Limited's filings with the U.S. Securities and Exchange
Commission from time te time. When used in this document,
the words “anticipate,” “eslimate,” “"project,” "forecast,”
“plan,” “potential,” “will,” "may,” “should” and "expect” reflect
forward-looking statements.
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Executive Officers
Mons S. Bolin

Director, President and
Chief Executive Officer

Richard J.H. Coxall
Director and
Chief Financial Officer

Legal Counsel

Seward & Kissel LLP
One Battery Park Plaza
New York, NY 10004
Ph: 212-574-1200

Fax; 212-480-8421

Investor Relations Contact
The IGB Group

628 Broadway—Suite 403
New York, NY 10012

Ph: 212-477-8438

Fax: 212-477-8636

Leon Berman, Principal

Notice of Annual Meeting
The Company's Annual
Meeting of Stockhelders will
be held on May 23, 2007 in
New York, New York.
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