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Forward-Looking Statements

9

Certain statements contained or incorporated by reference in this Form 10-K including without limitation statements containing the words “believe,” “anticipate,”
“attainable,” “forecast,” “will,” “may,” “expect(ation),” “envision,” “project,” “budget,” “objective,” “goal,” “target(ing),” “estimate,” “could,” “should,”
“would,” “conceivable,” “intend,” “possible,” “prospects,” “foresee,” “look(ing) for,” “look to,” and words of similar import, are forward-looking statements
within the meaning of the federal securities laws. Forward-looking statements appear in a number of places and include statements with respect to, among other

things:

o forecasts about our ability to make cash distributions on the units;

o future supply of, and demand for, products that will be shipped, supplied or otherwise supported by our vessels;
e expected demand in the maritime shipping industry in general and for our vessels in particular;
e our ability to maximize the use of our vessels;

estimated future maintenance capital expenditures;

the absence of future geopolitical disputes or other disturbances;

increasing emphasis on environmental and safety concerns;

our future financial condition or results of operations and our future revenues and expenses;
our business strategy and other plans and objectives for future operations;

forecasts about our ability to make cash distributions on the units; and

any statements contained herein that are not statements of historical fact.

These statements are not guarantees of future performance and involve a number of risks, uncertainties and assumptions. Accordingly, our actual results or
performance may differ significantly, positively or negatively, from forward-looking statements. Unanticipated events and circumstances are likely to occur.
Important factors that could cause our actual results of operations or financial condition to differ include, but are not limited to:

o inability to negotiate a deferral of the principal repayment terms of our debt obligations or otherwise resolve our defaults under such loans on favorable
terms or at all;

o inability to raise sufficient debt or equity capital to pay remaining capital contribution obligations, service our debt obligations and provide for

operations;

insufficient cash from operations;

fluctuations in charter rates;

political and financial unrest in our areas of operation;

a decline in the demand for petroleum products or other products shipped, supplied or otherwise supported by our vessels;

intense competition in the anchor handling tug supply vessel or multipurpose bulk carrier industries;

the occurrence of marine accidents or other hazards;

fluctuations in currency exchange rates and/or interest rates;

changes in international trade agreements;

adverse developments in the marine transportation business; and

other financial, operational and legal risks and uncertainties detailed from time to time in our Securities and Exchange Commission filings, including

those set forth in this Form 10-K under Item 1A. Risk Factors.

All forward-looking statements included in this Form 10-K and all subsequent written or oral forward-looking statements attributable to us or persons acting on
our behalf are expressly qualified in their entirety by these cautionary statements. The forward-looking statements speak only as of the date made and, other than
as required by law, we undertake no obligation to publicly update or revise any forward-looking statements, whether as a result of new information, future events
or otherwise.




PART I
Item 1. Business

In accordance with the Securities and Exchange Commission’s (“SEC”) “Plain English” guidelines, this Annual Report on Form 10-K (this “Form 10-K”) has

been written in the first person. In this document, the words “we,” “our,” “ours” and “us” refer only to III to I Maritime Partners Cayman I, L.P. and its
consolidated subsidiaries or to III to I Maritime Partners Cayman I, L.P. or an individual subsidiary and not to any other person.

Our functional currency is the U.S. dollar (“USD”). However, the functional currency of many of our subsidiaries is the Euro (“EUR”). All amounts are stated in
USD, and where the amount relates to a subsidiary whose functional currency is the Euro, the amount has been restated in EUR following the USD amount.
Amounts related to future payments which are payable in EUR have been stated in USD and translated using the exchange rate as of December 31, 2010.
Amounts shown in narrative statements related to payments made in the past have been translated using the exchange rate on the date the transaction occurred.
When comparisons are made between balance sheet dates, the appropriate exchange rate for the given balance sheet date is used. When comparisons are made
related to income statement amounts, the average exchange rate for the given period is used.

Company Overview

We own and operate maritime vessels primarily serving the international offshore energy industry. Our focus is on anchor-handling tug supply (“AHTS”) vessels
which support offshore exploration, development and production, but we also own a non-controlling interest in two multipurpose bulk carrier vessels (“mini-
bulkers”). We are also authorized to engage in other activities if III to I International Maritime Solutions Cayman Inc., a Cayman Islands corporation (“General
Partner”), believes such activities will benefit our core business of shipping operations.

We were formed on October 18, 2006 and, to date, have had limited operating revenues and operating history, with deliveries of our AHTS vessels taking place
throughout 2009 and 2010. As of December 31, 2010, each of the nine special purpose entities (“SPVs”), each of which holds one of the nine AHTS vessels
(each an “AHTS SPV”, and together the “AHTS SPVs”), had taken delivery of its respective AHTS vessel from the shipyard, Fincantieri Cantieri Navali Italiani
SpA (“Fincantieri”) in Italy, and most of our vessels were operating under charters. Effective July 1, 2011, we transferred our entire interest in three of our AHTS
vessels, and approximately a 39% interest in a fourth vessel, through the transfer of our ownership in the respective AHTS SPVs, leaving us with five majority
owned AHTS vessels and a sixth AHTS vessel in which we hold a non-controlling interest of approximately 36%.

The vessels which make up our AHTS vessel fleet are relatively large, high horsepower AHTS vessels capable of supporting intermediate depth and deepwater
exploration, development, and drilling operations. Our vessels operate in a fleet of twelve AHTS vessels, and these twelve vessels represent approximately
12.5% of the worldwide fleet of such vessels based on the total fleet size of similarly capable vessels according to data from Platou, which are international ship
and offshore brokers and investment bankers. As such, our revenues, net earnings and cash flows from operations are dependent upon activity in the offshore
drilling industry, which is primarily driven by the long-term worldwide demand for oil. However, the industry is also subject to economic issues of a temporary
and/or localized nature as well.

Our vessels operate as part of a fleet of twelve AHTS vessels, three of which are now wholly owned by a group of affiliated entities involved in the international
shipping industry that are owned or controlled by Hartmann AG, a German corporation headquartered in Leer, Germany (the “Hartmann Group”) and three of
which are owned by our affiliate, FLTC Fund I. Entities of the Hartmann Group are also our partner in five of our vessels and the three vessels of FLTC Fund I.

Principal Offices
Our principal corporate offices are located at 5580 Peterson Lane, Suite 155, Dallas, Texas 75240. Our telephone number is 972-392-5400.




SEC Reporting
We file annual, quarterly and current reports and other materials with the SEC. You may read and copy any materials we file with the SEC at the SEC’s Public

Reference Room at 100 F Street, NE, Washington, DC 20549. You may obtain information regarding the Public Reference Room by calling the SEC at 1-800-
SEC-0330. In addition, the SEC maintains a website at Www.Sec.gov that contains reports and other information regarding issuers that file electronically with the
SEC.

We also provide electronic access to our periodic and current reports on our website, www.3tolims.com. These reports are available on our website as soon as
reasonably practicable after we electronically file such materials with, or furnish them to, the SEC. The information contained on our website or any other
website is not incorporated by reference into this Form 10-K and does not constitute a part of this report. A copy of this Form 10-K will be provided without
charge upon written request to Investor Relations at the above address.

We first exceeded 500 Class A limited partners on July 30, 2008, and because we had more than 500 Class A limited partners as of December 31, 2008, we were
required to register our Class A Units with the SEC pursuant to the provisions of Section 12(g) of the Securities Exchange Act of 1934 (the “Exchange Act”).
The sale by our Class A limited partners of our Class A Units is restricted pursuant to the terms of our Partnership Agreement, and there is currently no public
market for such Class A Units nor is it anticipated that such a market will develop. We are authorized to issue Class A, Class B, Class C and Class D limited
partner units as well as general partner units. To date we have issued Class A, Class B and Class D limited partner units and general partner units.

Formation History and Operating Structure

The partnership is a Cayman Islands exempted limited partnership formed in October 2006 with III to I International Maritime Solutions Cayman, Inc., a Cayman
Islands exempted company with limited liability, as our general partner. Under the law of the Cayman Islands, the reference to “limited by shares” means that the
liability of shareholders in our general partner is limited to the amount, if any, unpaid on their shares. This unpaid amount can be called upon at any time, but the
shareholder cannot be obliged to contribute any more than that amount. Our general partner has just one shareholder, who has met its liability amount in full.

Initially, we owned approximately 96% of the units of I-A Suresh Capital Maritime Partners Limited, a limited liability company formed under the laws of
Cyprus (our “Cyprus Subsidiary”). On April 28, 2009, we underwent a reorganization in order to simplify our ownership structure, streamline the calculation of
allocations and distributions by incorporating economic rights in our Partnership Agreement that formerly resided in the organizational documents of our Cyprus
Subsidiary and to simplify the financial statements by eliminating the non-controlling interest component related to the Cyprus Subsidiary. Pursuant to the
reorganization, one of the non-controlling unitholders in our Cyprus Subsidiary contributed its units in the Cyprus Subsidiary for our then newly created Class D
units. Our general partner, the other non-controlling unitholder, contributed its units in the Cyprus Subsidiary in exchange for the contribution by the other
unitholder and the adoption of the Second Amended and Restated Agreement of Limited Partnership. Pursuant to our current Partnership Agreement and the
equity contribution agreement, the parties agreed to treat the contribution and issuance of the Class D units as effective on April 1, 2009. As a result of the
reorganization, we now own 100% of our Cyprus Subsidiary. Please note that, in an effort to utilize terminology consistent with that used for domestic limited
liability companies, we have used the terms “units” and “unitholders” above for purposes of describing the equity interests and equity holders, respectively, in
connection with our Cyprus Subsidiary. However, unlike a domestic limited liability company, for purposes of describing the equity interests and holders thereof
in a Cyprus limited liability company, the respective use of the terms “shares” and “shareholders” is consistent with Cyprus law, and we have used the terms
“shares” and “shareholders” in all relevant documentation when necessary to describe the respective equity interests and holders thereof of our Cyprus
Subsidiary.

In accordance with FASB ASC 810, Consolidation - Non-controlling Interest in a Subsidiary, we treated the acquisition of the non-controlling interest in our
Cyprus Subsidiary as an equity transaction, and recorded a decrease in the equity of the Class D unitholders and of the general partner equal to the negative
carrying value of the non-controlling interest attributable to the acquired interests effective April 1, 2009.




Suresh Capital Maritime Partners Germany, GmbH (our “German Subsidiary”), a German limited liability company and a wholly-owned subsidiary of our
Cyprus Subsidiary, was formed for the purpose of acquiring, managing and operating our vessels. In May 2007, we acquired a 75% limited partnership interest in
the 12 AHTS SPVs, each of which is organized as a Kommanditgesellschaft (“KG”), a German limited partnership, in order to secure a position in 12 AHTS
vessels available from the Fincantieri Shipyards in Italy with expected deliveries through 2010. Each of these AHTS SPVs has a general partner, ATL Offshore
GmbH (“ATL”), also a member of the Hartmann Group. While ATL serves as the general partner of each of the AHTS SPVs, it does not own any portion of
such AHTS SPVs and thus does not participate in the results or assets of such AHTS SPVs. The remaining 25% of each AHTS SPV is owned by Reederei
Hartmann GmbH & Co. KG (“Reederei Hartmann™), one of a group of affiliated entities involved in the international shipping industry that are owned or
controlled by the Hartmann Group. In December 2007 and January 2008, we sold our interest in three of the 12 AHTS SPVs to our affiliate, FLTC Fund I
(“FLTC Fund I's AHTS SPVs”). Effective July 1, 2011, we transferred our entire interest in three of our AHTS SPVs, and approximately a 39% interest in a
fourth SPV to Reederei Hartmann and its affiliate Hartmann Offshore GmbH & Co., KG (“Hartmann Offshore”), (“Hartmann’s AHTS SPVs”), leaving us with
five majority owned AHTS SPVs and a sixth AHTS SPV in which we hold a non-controlling interest of approximately 36% (“our AHTS SPVs”). The twelve
AHTS SPVs together and their respective vessels are referred to in this report as the “Fleet”. The foregoing transfer effectuated on July 1, 2011 shall be referred
to herein as the “Hartmann Transfer”.

We also acquired a 49% non-controlling interest in two additional SPVs, each of which owns and operates a mini-bulker, with the remaining 51% ownership held
by affiliates of each of Reederei Hesse GmbH & Co. KG (“Reederei Hesse), who was retained to manage the operations of the mini-bulkers, and the Hartmann
Group.

Additionally, Kronos Shipping I, Ltd (“Kronos”), our wholly-owned subsidiary, was formed during 2008 to acquire, manage and operate a chemical tanker that
we obtained an option to purchase. In light of the global downturn in the economy and the resulting decrease in charter rates for chemical tankers and decreases
in the value of similar vessels, we elected to abandon our option to purchase the chemical tanker on April 9, 2010.

We have subcontracted the commercial management of our AHTS vessels by entering into ship management agreements with Hartmann Offshore with respect to
the AHTS vessels, while Reederei Hesse was retained to provide management services for the mini-bulkers in which we own an interest. The commercial
management of each AHTS vessel was subcontracted by Hartmann Offshore to United Offshore Support GmbH & Co. KG, an affiliate of Hartmann Offshore and
a member of the Hartmann Group (“UOS”), while the commercial management of the mini-bulkers was subcontracted by Reederei Hesse to Maritime Transport
+ Logistik GmbH & Co. KG, a Hartmann Group company (“MTL”). Under the ship management agreements, the applicable management companies are
responsible for coordinating all commercial and technical management of the vessels including crewing, maintenance, repair and dry docking. We and the other
owners of each applicable vessel are responsible for the costs associated with the ship management agreements and have certain approval rights for major
decisions. Under these agreements, each applicable management company is paid based on a percentage of net daily earnings.

Our vessels may be employed under a variety of contracts, including both spot market and time charters of varying durations, voyage charters and affreightment
contracts. We generally remain responsible for paying the vessel’s operating expenses which include the cost of crewing, insuring, repairing and maintaining the
vessel and payment of broker’s commissions. When a charter expires, the commercial manager will assess market conditions in the industry and determine
whether to seek to re-employ the vessel under a time or spot market charter, voyage charter or affreightment contract.




For a chart showing the ownership structure of our subsidiaries as of December 31, 2010, see below.
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* See charts on the following page for additional detail regarding the ship management arrangements for the AHTS vessels and the mini-bulkers, as well

as the ownership of the mini-bulker SPVs. Note that since December 31, 2010, we have transferred all of our interest in three of the nine original AHTS
SPVs and approximately 39% of an additional AHTS SPV.
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Recent Developments

As discussed in greater detail in Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations of this annual report on Form
10-K, under the caption Liquidity and Capital Resources and in Item 8. Financial Statements and Supplementary Data under Note 2. Going Concern in our Notes
to Consolidated Financial Statements, we failed to make certain quarterly payments due during March 2011 under our Loan, Guarantee Facility and Credit
Facility Agreement entered into on December 19, 2008 (the “Senior Loan”) with Norddeutsche Landesbank Girozentrale (“Nord/LB”), through which we
financed our AHTS vessel acquisitions. The failure to make these quarterly payments constituted an event of default under the Senior Loan (“Event of Default”).
In addition to our Senior Loan with Nord/LB, we entered into a Working Capital Facility with Nord/LB on December 6, 2010 (the “Working Capital Facility”,
and, collectively with the Senior Loan the “Nord/LB Loans”). Due to the Event of Default, Nord/LB has the right to declare the entire amount of the Nord/LB
Loans to be immediately due and payable by written notice to us. As of the date of this Form 10-K, Nord/LB has not notified us of any such intent to accelerate
the amounts outstanding under the Nord/LB Loans.

The Event of Default was preceded by the political and financial unrest in Egypt. Prior to the unrest in Egypt, we were already experiencing tight liquidity related
to the delivery of six vessels in the AHTS fleet over a short time span during 2010, some of which did not immediately enter into charters. The situation in Egypt
resulted in delayed charter payments to four of the AHTS SPVs in the Fleet, as these AHTS SPVs are engaged in charters with companies with substantial ties to

Egypt.

As a result of the foregoing, we are working to restructure our debt obligations. In this regard, we are negotiating with Nord/LB to defer some principal payments
under the Nord/LB Loans or otherwise resolve the Event of Default. The Senior Loan includes complex terms and guarantees by third parties which have added
complexity to the discussions, lengthening the process. While we continue to work with Nord/LB on resolving the Event of Default and our liquidity issues, there
can be no assurances that Nord/LB will ultimately agree to a deferral or any other resolution of the Event of Default on terms that are acceptable to us or at all, or
that we will be able to otherwise resolve our liquidity concerns to enable us to repay this overdue payments. Although Nord/LB has not moved to do so over the
course of the past months, in the event Nord/LB were to accelerate all of the outstanding indebtedness under the Nord/LB Loans, we would be unable to repay
such amounts and would, as a result, be subject to the remedies available to Nord/LB under the agreements, which include among other remedies the right to
foreclose on the vessels pursuant to the mortgages on the vessels entered into in connection with the Nord/LB Loans. Due to the co-borrowing terms under the
Nord/LB Loans, the potential liability includes that related to the AHTS SPVs owned by the Hartmann Group and our affiliate, FLTC Fund I.

In addition to resolving the cash flow shortfall which led to the Nord/LB overdue payments, we are pursuing alternative sources of liquidity through the issuance
of debt or equity securities, and are exploring various alternatives in this regard. We may also sell additional AHTS vessels, or enter into sale-leaseback or other
equivalent transactions to raise liquidity. However, there can be no assurances that we will be able to raise any such additional funds or sell any additional vessels
on terms acceptable to us or at all.

Our interest in our AHTS SPVs is held through our German Subsidiary. Effective July 1, 2011, we have entered into an agreement (the “Hartmann Transfer
Agreement”) at our German Subsidiary through which loans payable by our German Subsidiary were satisfied pursuant to the Hartmann Transfer. Under the
Hartmann Transfer Agreement, we documented the Hartmann Transfer in exchange for the satisfaction of loans from Reederei Hartmann and its affiliate Captain
Alfred Hartmann (“Capt. Alfred Hartmann”), the related interest on the loans, as well as certain expenses related to the loans. Reederei Hartmann, Hartmann
Offshore, and Capt. Alfred Hartmann are affiliates of the Hartmann Group. The loans and the Hartmann Transfer are further discussed under Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations under the sub-caption entitled RHKG Loan Agreements and Hartmann
Loan Agreement and Hartmann Transfer Agreement under the caption Financing Arrangements in the Liquidity and Capital Resources section. The outcome of
the Hartmann Transfer Agreement is that effective July 1, 2011 we own a 75% interest in five AHTS SPVs, and a non-controlling interest of approximately 36%
in one AHTS SPV. The Hartmann Transfer Agreement resulted in satisfaction of loans payable and accrued expenses totaling $47,577,410 (EUR 33,378,287),
which represents the purchase price received for the interest in the AHTS SPVs transferred. We expect that the gain recognized will be between $18,834,400 and
$21,732,000 (EUR 13,000,000 and EUR 15,000,000), based on a net book value of $27,229,085 (EUR 18,794,233) and the exchange rate as of July 1, 2011.
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Our Vessels

Our fleet, effective as of July 1, 2011, consists of five AHTS vessels, as well as an approximate 36% interest in a sixth vessel. A brief description of each type of
vessel, including details of our fleet, is provided below.

Anchor Handling Tug Supply Vessels

An AHTS vessel is an offshore supply and support vessel specially designed to provide anchor handling services and tow offshore platforms, barges and
production modules or vessels. The AHTS vessel is also used in general supply service for all kinds of offshore platforms, transporting both wet and dry cargo in
addition to deck cargo. The delivery of the nine AHTS vessels which constituted our ownership prior to the July 1, 2011 transaction discussed above occurred
throughout 2009 and 2010 as shown below:

AHTS SPV Vessel Name Date Delivered Delivered Cost

6160 — MS Juist UOS Atlantis February 27, 2009 € 40,360,378 $ 51,439,302
6161 — MS Norderney UOS Challenger May 28, 2009 € 41,271,034 $ 57,568,966
6162 — Isle of Baltrum UOS Columbia October 2, 2009 € 40,912,722 $ 59,675,296*
6163 — Isle of Langeoog UOS Discovery February 16, 2010 € 41,324,006 $ 56,221311%*
6168 — Isle of Amrum UOS Endeavour March 11,2010 € 45,125,123 $ 61,446,880*
6169 — Isle of Sylt UOS Enterprise July 2, 2010 € 45490482 $ 56,239,883
6171 — Isle of Wangerooge UOS Explorer March 15,2010 € 46,132,138 $ 63,542,407**
6172 — Isle of Neuwerk UOS Freedom June 29, 2010 € 46,229,277 $ 57,023,813
6173 — Isle of Usedom UOS Liberty June 23, 2010 € 47,204,091 $ 58,023,268

*  Ownership subsequently transferred to the Hartmann Group effective as of July 1, 2011
**  Controlling ownership subsequently transferred to the Hartmann Group effective as of July 1, 2011

Our AHTS vessels are built to deploy and recover mooring systems for deepwater drilling rigs, and our vessels fall into the large, higher horsepower category of
AHTS vessels. These are highly specialized vessels designed to have 16,320 BHP (brake horsepower), 450 ton main winch capacity and at least 190 ton BP
(bollard pull). With dynamic positioning capabilities and high cargo capacities, these powerful vessels double as rig and platform supply vessels that are capable
of supporting various deepwater operations. State of the art electronics allow these vessels to monitor and maintain equipment throughout all modes of service.

Currently, our AHTS vessels support offshore deep sea oil and gas drilling in the following locations, and are generally available to work worldwide with the
exception of United States waters: the North Sea, South Atlantic Ocean, Mediterranean Sea, Indian Ocean, Brazil, Africa, Southeast Asia and Australia.

Additionally, each AHTS SPV entered into a contract with Hartmann Offshore, whereby Hartmann Offshore supervised and managed the technical aspects of the
construction of the vessel acquired by the applicable AHTS SPV. For each AHTS SPV, two contracts were in place during the construction of the AHTS vessel,
one of which covered the technical and commercial management of the vessel (the “Technical Management Contracts™) and the other which covered the
supervision of the construction of the vessel, the assessment of the builder’s adherence to the specifications and the assessment of any modifications pertaining to
the vessel (the “Construction Supervision Contracts”). Under the Technical Management Contracts, Hartmann Offshore received fees of $662,650 (EUR
500,000) for each of the nine vessels payable in four equal installments, each due at (i) the beginning of steel cutting, (ii) installation of the main engines, (iii)
launching of the vessel and (iv) delivery of the completed vessel. Hartmann Offshore subcontracted the commercial management duties under the Technical
Management Contracts to UOS. Under the Construction Supervision Contracts for each vessel, Hartmann Offshore received fees of $331,325 (EUR 250,000)
which were payable in two equal installments, each due at installation of the main engines and delivery of the completed vessel. These costs are included in the
delivered cost of each vessel above. Additionally, Hartmann Offshore was reimbursed for travel costs and other reasonable out of pocket expenses.

Each AHTS SPV entered into a management agreement with Hartmann Offshore or its nominee whose performance is guaranteed by Hartmann Offshore. Such

management agreements commenced upon delivery of the applicable vessel and terminate when the vessel is sold. Under these management agreements, the ship
manager provides a full range of management services, including but not limited to the following:
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e Crew management services, whereby the ship manager shall identify suitable qualified crew for the applicable vessel in accordance with
international standards;

e Technical management services relating to the operation and maintenance of the applicable vessel;

o Commercial management services with respect to the chartering of the applicable vessel (Hartmann Offshore subcontracted these services to
Uos);

e Arrangement of insurance policies with respect to the vessel, if so instructed by the owners of the vessel;

o Supervision of the sale and purchase of the applicable vessel, including the supervision of the performance of any sale or purchase agreement,
the identification of potential purchasers and the negotiation of the purchase agreement;

e Supply of necessary provisions for the vessel; and

o Arranging for the provision of bunker fuel as required for the vessel’s trade.

Pursuant to each such ship management agreement, Hartmann Offshore is paid a fee to manage the day to day operations of the vessels, which is 4% of the net
daily earnings of the applicable vessel, subject to a maximum and minimum of $2,400 and $750, respectively, per day. The Hartmann Group currently operates
and/or manages more than 190 vessels, including containerships, bulkers, tankers, liquefied petroleum gas (“LPG”) carriers and multipurpose vessels.

Our AHTS vessels operate under time charter leasing arrangements with oil companies under either short-term “spot market” charters, which are measured in
days or weeks, or long-term charters, which are typically measured in months and years. Our charters have typically ranged from four months to three years,
including renewal options. Under these arrangements, our AHTS SPVs are usually responsible for vessel operating expenses such as crew wages, class costs,
insurance on the vessel and routine maintenance, as well as management fees as described below. Our vessels’ net daily earnings consist of the revenue earned
under vessel charters less vessel operating expenses, which does not include interest expense or depreciation expense. During the years ended December 31,
2010 and 2009, our average net daily earnings were $8,170 and $7,789, respectively. For a more detailed explanation of our vessel net daily earnings, including
information for each vessel, see Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations under the caption entitled
AHTS Vessel Net Daily Earnings in the Overview section.

In Egypt, Brazil, Australia and other areas in which we operate or may operate in the future, the oil companies for whom we are ultimately hired to perform
services typically require us to enter into charter agreements with third-party intermediaries located in the respective area of operations. The oil company pays
the third-party intermediary, who in turn pays our AHTS SPV for the work performed. In Egypt, all of our charters are each contracted with local, third-party
intermediaries. While these intermediaries sometimes provide benefits, such as familiarity with local business practices, during the recent unrest in Egypt, the
presence of these locally-based, third-party intermediaries has resulted in additional complexity and led and may continue to lead to delays in collections of
amounts receivable from such parties. Continued or renewed unrest could lead to further instability in the business climate, causing further delays in payments,
and/or potentially leading to our inability to collect amounts due or disruption or termination of these charter arrangements.

In March 2009, we entered into an agreement with UOS (“AHTS Pool Agreement”) to participate in a revenue pool (the “UOS AHTS Pool”) comprised of the
Fleet (the “Pool Members”). The agreement names UOS as the “Pool Manager,” with responsibility for the management and accounting of the pool and also for
monitoring Pool Members’ compliance with the AHTS Pool Agreement. Under the AHTS Pool Agreement, each of our AHTS SPVs has agreed to pool its
returns from employment of the vessel less voyage expenses (“Voyage Results”) with the other Pool Members to more evenly distribute the risks resulting from
the fluctuation in charter rates in the offshore chartering business. The majority of the costs of operating each AHTS vessel are not shared under the AHTS Pool
Agreement but are instead borne by each AHTS SPV, such as crew cost, fuel cost, and other vessel operating costs.
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Multipurpose Bulk Carrier Vessels

A bulk carrier, bulk freighter or bulker is a merchant ship specially designed to transport bulk cargo such as grains, fertilizer, quick lime, soda ash, forest and
paper products and cement in its cargo holds. A mini-bulker is a single hold bulk carrier with maximum cargo capacity of 10,000 metric tons or less.

We acquired a non-controlling interest in two new mini-bulkers which were acquired from Nanjing Huatai Co. Limited in China in August and December 2007,
respectively. Each of the mini-bulkers is managed by Reederei Hesse as technical manager and MTL as commercial manager, and is held in a separate SPV, of
which we indirectly own 49% with the remaining 51% owned by affiliates of the Hartmann Group and Reederei Hesse. Pursuant to each ship management
agreement, the managers currently receive 2% of the net daily earnings of the applicable vessel. The mini-bulkers currently operate in liner services between the
Baltic area and Northern Spain, Portugal, the Mediterranean Sea, Greece, Turkey and Israel.

Transactions with Affiliates and Related Parties

The table below sets forth the material agreements under which our affiliates and other related parties provide services to us and/or receive fees or other payments
at December 31, 2010. The agreements in the table are categorized as either “Vessel Construction Phase Contracts,” “Vessel Operating Phase Contracts” or
“Non-Vessel Specific Contracts.” Vessel Construction Phase Contracts relate to matters during the period when the applicable vessel was still under construction,
while Vessel Operating Phase Contracts are agreements relating to matters after the applicable vessel was delivered. Non-Vessel Specific Contracts are more
general in nature and do not specifically relate to any vessel or related stage of construction or operation.

Counterparty
Receiving Relationship of Aggregate
Agreement Fees/Payments Counterparty Payments

Vessel Construction Phase Contracts

Contract for Financial Services (9 total)

Contract for Construction Supervision (9 total)

Contract for Technical and Commercial Management
(9 total)

Suresh Capital Consulting &
Finance Ltd.;

Maritime Funding Group LLC;
Churada Investments

Hartmann Offshore GmbH

Hartmann Offshore GmbH;
commercial management
subcontracted to United

Offshore Support GmbH & Co.

KG
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Under common control with
Suresh Capital Partners, LLC,
one of our limited partners

Non-controlling interest holder
in our AHTS SPVs

Non-controlling interest holders
in our AHTS SPVs

$662,650 (EUR 500,000) per
AHTS vessel;

$5,963,850 (EUR 4,500,000)
total()

$331,325 (EUR 250,000) per
AHTS vessel; $2,981,925
(EUR 2,250,000) total®

$662,650 (EUR 500,000) per
AHTS vessel; $5,963,850
(EUR 4,500,000) total®




Vessel Operating Phase Contracts

Standard Ship Management Agreement (9 total)

Contract Carrier Agreement (2 total)

Pool Agreement AHTS-Moss 424

Mutual Indemnity Agreement

Hartmann Offshore GmbH;
commercial management
subcontracted to United

Offshore Support GmbH & Co.

KG

Reederei Hesse GmbH & Co.;

commercial management
subcontracted to

MTL Maritime Transport +
Logistik GmbH & Co. KG

ATL Offshore GmbH & Co.

“Isle of Fehmarn” KG;

ATL Offshore GmbH & Co.

“Isle of Memmert” KG;

ATL Offshore GmbH & Co.

“Isle of Mellum” KG

ATL Offshore GmbH & Co.

“Isle of Fehmarn” KG;

ATL Offshore GmbH & Co.

“Isle of Memmert” KG;

ATL Offshore GmbH & Co.

“Isle of Mellum” KG
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Non-controlling interest holders
in our AHTS SPVs®

Under common control with the
majority interest holders in the
SPVs which own the mini-
bulkers

Subsidiaries of our affiliate,
FLTC Fund I

Subsidiaries of our affiliate,
FLTC Fund I

See details below(®)

See details below(®

See details below(?

See details below®




Non-Vessel Specific Contracts

Second Amended and Restated Agreement of Limited
Partnership

III to I International Maritime
Solutions Cayman, Inc.;
Suresh Capital Partners, LLC;
The Maritime Funding Group,
Inc. Irrevocable trust

Our general partner;

i )
Our Class D limited partners SRS el

Owned in part by Jason M.
Second Amended and Restated Agreement to Perform  Dental Community Morton, a director and the Chief ¢, ) 1000 ear
Administrative and Professional Services Management, Inc. Financial Officer of our general ahdiaeadtd
partner

(M

2

3

“4)

®)

This amount represents the total amount due under the collective contract. There were four equal payments of EUR 125,000 due under each of these
contracts based on predetermined progress points, the first being the date steel cutting began, the second being the installation of the main engines, the
third being the launching of the vessel and the fourth being the delivery of the vessel. We incurred $1,159,638 (EUR 875,000) and $2,866,600 (EUR
2,000,000) for financial services during the year ended December 31, 2010 and 2009, respectively. We paid $1,987,950 (EUR 1,500,000) for financial
services during the year ended December 31, 2010. There were no payments during the year ended December 31, 2009. The remaining $2,319,275
(EUR 1,750,000) is accrued under "due to related party" on our Balance Sheet. For a detailed description of these agreements, see Item 13. Certain
Relationships and Related Transactions, and Director Independence under the caption The German Subsidiary Financial Services Agreements.

This amount represents the total amount under each contract. There were two equal payments of EUR 125,000 due under each of these contracts based
on predetermined progress points, the first being at the installation of the main engines and the second at the delivery of the vessel. During the year
ended December 31, 2010 and 2009, $1,159,638 (EUR 875,000) and $1,612,463 (EUR 1,125,000), respectively, was paid for construction supervision.
See Item 13. Certain Relationships and Related Transactions, and Director Independence under the caption Payment of Construction Administrative and
Technical and Commercial Management Fees.

This amount represents the total amount under each contract. There were four equal payments of EUR 125,000 due under each of these contracts based
on predetermined progress points, the first being the date steel cutting began, the second at the installation of the main engines, the third at the launching
of the vessel and the fourth upon the delivery of the vessel. During the year ended December 31, 2010 and 2009, $1,490,963 (EUR 1,125,000) and
$2,508,275 (EUR 1,750,000), respectively, was paid for technical and commercial management. See Item 1. Business under the caption Our Vessels.

Pursuant to the Hartmann Transfer Agreement, only five (5) ship management agreements are applicable to our AHTS SPVs and one (1) ship
management agreement is applicable to an AHTS SPV in which we have a minority interest.

It is not practicable to accurately quantify the annual fees to be payable pursuant to these agreements, as the amounts payable pursuant to these
agreements are based on a percentage (4%) of the net daily earnings of the relevant vessel, subject to a maximum and minimum of $2,400 and $750,
respectively, per day. For the years ended December 31, 2010 and 2009, $2,367,595 (EUR 1,782,962) and $752,271 (EUR 539,417) were paid under
these agreements. See Item 1. Business under the caption Our Vessels.
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(6) It is not practicable to accurately quantify the annual fees payable pursuant to these agreements, as the amounts payable pursuant to these agreements are
based on a percentage (2%) of the net daily earnings of the relevant vessel. See Item 1. Business under the caption Our Vessels.

@) It is not practicable to quantify the annual fees payable pursuant to this agreement, as the amounts allocable to each vessel in the pool will vary
depending on the aggregate revenues generated by the vessels’ operations. For a detailed description of this agreement, see Item 1. Business under the
caption Our Vessels and Item 13. Certain Relationships and Related Transactions, and Director Independence under the caption The AHTS Vessel
Pooling Agreement.

®) It is not practicable to quantify the annual amounts payable pursuant to this agreement, as the amounts payable thereunder are contingent obligations
arising pursuant to the indemnification provisions contained therein. For a detailed description of this agreement, see Item 13. Certain Relationships and
Related Transactions, and Director Independence under the caption Cross-Collateralization of Nord/LB Loan Facility.

©) Pursuant to the terms of our Partnership Agreement, our general partner and Class D limited partners are entitled to receive a portion of distributions that
would otherwise be distributed to certain of our other limited partners. Additional information is provided in our Second Amended and Restated
Agreement of Limited Partnership, included as Exhibit 3.4 to this Form 10-K, and in Item 1A. Risk Factors under the caption entitled There may be
conflicts of interest as a result of our general partner’s carried interest. Because any amounts received by our general partner or our Class D limited
partners pursuant to our Partnership Agreement depend on the amounts that are actually distributable to our limited partners, it is not practicable to
accurately quantify the amounts to be paid to our general partner and Class D limited partners for a given period pursuant to this agreement.

Because we have entered into the foregoing agreements with certain of our affiliates and other related parties, these agreements were not negotiated at arm’s
length and therefore may not be on terms that are as fair to us as might be obtained by entering into such agreements with non-affiliated third parties. See Item
1A. Risk Factors under the caption entitled We have entered into contracts with our affiliates that were not negotiated at arms-length.

Insurance

The operation of any ocean-going vessel carries an inherent risk of catastrophic marine disasters and property losses caused by adverse weather conditions,
mechanical failures, human error, war, terrorism and other circumstances and events. In addition, the transportation of crude oil and other contaminants is subject
to the risk of spills and business interruptions due to political circumstances in foreign countries, hostilities, labor strikes and boycotts.

Environmental legislation, imposing potentially unlimited liability upon owners, operators and bareboat charterers for oil pollution incidents, has made insurance
more expensive for ship owners and operators. We believe that our current insurance coverage, maintained at the SPV level, is adequate to protect us against the
principal accident-related risks that we face in the conduct of our business. However, there can be no assurances that all losses will be covered adequately or that
insurance coverage will remain available on commercially reasonable terms or at all. See Item 1A. Risk Factors under the caption entitled Our insurance may be
insufficient to cover losses that may occur to our property or result from our operations.

Permits and Authorizations

We are required by various governmental and quasi-governmental agencies to obtain permits, licenses and certifications with respect to our vessels. The kinds of
permits, licenses and certificates required depend upon several factors, including the commodity transported, waters in which the vessel operates, nationality of
the vessel’s crew and age of the vessel. We expect to continue to be able to obtain all permits, licenses and certificates currently required to permit our vessels to
operate. However, we may not be able to obtain the necessary permits or, if able, may not be able to obtain such permits without incurring unreasonable expenses
and/or lengthy delays. In addition, laws and regulations, environmental or otherwise, may be changed or adopted which could limit our ability to do business or
increase our costs of doing business.
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Regulations

General
Government regulations significantly affect the ownership and operation of our vessels. We are subject to international conventions in addition to national, state,
province and local laws and regulations in force in the countries in which our vessels operate or are registered.

A variety of government and private entities subject our vessels to both scheduled and unscheduled inspections. These entities include local port authorities,
classification societies, flag state administrations and charterers. Certain of these entities require us to obtain permits, licenses and certifications for the operation
of our vessels. Failure to maintain necessary permits or approvals could require us to incur substantial costs or temporarily suspend the operation of one or more
of our vessels.

Increasing environmental concerns have created a demand for vessels that conform to stricter environmental standards. We are required to maintain operating
standards for all our vessels that emphasize operational safety, quality maintenance, continuous training of our officers and crews and compliance with
international regulations. We believe the operation of our vessels is in compliance with applicable environmental laws and regulations applicable to us as of the
date of this Form 10-K.

International Maritime Organization
The International Maritime Organization (“IMO”) has negotiated international conventions that impose liability for oil pollution in international waters and a

signatory’s territorial waters. The IMO adopted Annex VI to the International Convention for the Prevention of Pollution from Ships (“Annex VI”) to address air
pollution from ships effective May 2005. Annex VI sets limits on sulfur oxide and nitrogen oxide emissions from ship exhausts, prohibits deliberate emissions of
ozone content fuel oil and allows for special areas to be established with more stringent controls on sulfur emissions. As of December 31, 2010, we believe our
vessels were in compliance with Annex VL.

The operation of our vessels is also affected by the requirements set forth in the IMO’s Management Code for the Safe Operation of Ships and Pollution
Prevention (“ISM Code”). The ISM Code requires ship owners and bareboat charterers to develop and maintain an extensive “Safety Management System” that
includes the adoption of a safety and environmental protection policy setting forth instructions and procedures for safe operation and dealing with emergencies.
Failure to comply with the ISM Code may subject us to increased liability, decreased insurance coverage for the affected vessels and result in a denial of access
to, or detention in, certain ports.

See Item 1A. Risk Factors under the caption entitled We are subject to regulations and environmental laws that could require significant expenditures and affect
our cash flows and net income.

Employees

As of December 31, 2010, our AHTS SPVs employed 372 seafarers. Management considers relations with its employees to be satisfactory.
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Industry Overview

Shipping is a global industry with prospects closely tied to the level of economic activity in the world. The maritime shipping industry is fundamental to
international trade because it is currently the only practicable and cost effective means of transporting large volumes of many essential commodities and finished
goods. There are five main segments in the shipping industry:

tankers, which carry such cargo as crude oil and petroleum products;

bulk carriers, which carry items such as coal and grain;

containerships, which carry only containers;

gas tankers, which carry mostly LPG and liquefied natural gas (“LNG”); and
offshore support vessels, including AHTS vessels and platform supply vessels.

Our primary industry focus is in offshore support vessels; however, we also purchased a non-controlling interest in two mini-bulkers.

The offshore support vessel industry is engaged in supporting various stages of exploration, development and production of oil and gas from offshore locations.
Therefore, the supply and demand characteristics of the broader oil and gas industries are central to the development of the offshore support vessel market. In
general, global economic growth generates rising demand for power and fuel. Offshore exploration, drilling and production are crucial to satisfying this demand.
We believe that these broader market dynamics combined with the age of the existing global fleet and the demand for sophisticated vessels should continue to
provide employment opportunities for our vessels; however, global economic contraction or continued stagnant growth may reduce the demand for power and
fuel, in turn reducing the demand for our vessels. As a result, we may have increased difficulty chartering our vessels at profitable day rates, or at all.

The following table outlines the development of an offshore oil field and is broken down into three distinct phases, each requiring the use of AHTS vessels:

Support
Term Activities Key Factors Services

o Refueling
e Transportation of crew and supplies
o Rig relocations

e Collection, analysis and Oil price levels
Exploration 3-5 years interpretation of seismic data e Proven reserve replenishment
e Discovery of oil and gas reserves

e Anchor handling

o Transportation of bulk and deck
cargo

e Towing

o Transportation of crew and supplies

¢ Construction and installation of e Current and planned platform
Development 2-4 years production infrastructure in construction
preparation for production

e Anchor handling

e Management of production of oil o Transportation of bulk and deck
Production 10-55 years and. gas e Production volumes cargo . .
e Maintenance o Transportation of crew and supplies
e Inspection and maintenance support
services
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Competition

Competition for charters for AHTS vessels is intense and based on price; vessel location, size, age, condition, acceptability and quality; and on the vessel
operator’s quality and reputation. Historically, the majority of AHTS vessel owners were focused on regional markets; however, expansion and joint ventures
have enabled the larger owner groups to establish a global presence. The principal markets for AHTS vessels follow offshore exploration and development and
include: the Gulf of Mexico, the North Sea, the Indian Ocean, Southeast Asia, Australia, Africa, Brazil and the Middle East.

With respect to mini-bulkers, the Fleet ownership is even more diverse than the AHTS fleet, as are the principal markets for such vessels. Mini-bulkers are able
to operate virtually anywhere, and are not as dependent on offshore exploration and development. However, it is not uncommon for owners of such vessels to
establish and operate liner services in certain geographic areas, depending on the cargos to be shipped. For both AHTS vessels and mini-bulkers, vessel migration
between operating locations may be limited by, among other things, mobilization costs, vessel suitability and government statutes prohibiting foreign-flagged
vessels from operating in certain waters.
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Item 1A. Risk Factors

Investing in us involves a degree of risk, including the risks described below. Our financial condition and operating results have been, and will continue to be,
affected by a wide variety of risk factors, many of which are beyond our control, that could have adverse effects on our financial condition and profitability
during any particular period. Additional risks and uncertainties not currently known or currently deemed to be immaterial may also materially and adversely
affect our business operations. If any of the following risks were to actually occur, our business, financial condition or results of operations could be materially
and adversely affected. Limited partner units are inherently different from the capital stock of a corporation, although many of our business risks are similar to
those that would be faced by a corporation engaged in a similar business.

Risks Related to the Partnership

If we cannot raise substantial additional capital or negotiate deferrals on our debt, you could lose your entire investment in our partnership.

As discussed in greater detail in Item 8. Financial Statements and Supplementary Data under Note 2. Going Concern in our Notes to Consolidated Financial
Statements and in Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations under the caption, Liquidity and Capital
Resources, we failed to make certain quarterly payments due during March 2011 under our Senior Loan. The failure to make these quarterly payments
constituted an Event of Default. Due to such Event of Default and the related cross-default under the Working Capital Facility, Nord/LB has the right to declare
the entire amount of the Nord/LB Loans to be immediately due and payable by written notice to us. As of the date of this Form 10-K, Nord/LB has not notified
us of any such intent to accelerate the amounts outstanding under the Nord/LB Loans.

The Event of Default was preceded by the political and financial unrest in Egypt. Prior to the unrest in Egypt, we were already experiencing tight liquidity related
to the delivery of six vessels in the AHTS fleet over a short time span during 2010, some of which did not immediately enter into charters. The situation in Egypt
resulted in delayed charter payments to four of the AHTS SPVs in the Fleet, as these AHTS SPVs are engaged in charters with companies with substantial ties to

Egypt.

As aresult of the foregoing, we are working to restructure our debt obligations. In this regard, we are negotiating with Nord/LB along with FLTC Fund I to defer
some principal payments under the Nord/LB Loans or otherwise resolve the Event of Default. The Senior Loan includes complex terms and guarantees by third
parties which have added complexity to the discussions, lengthening the process. While we continue to work with Nord/LB on resolving the Event of Default and
our liquidity issues, there can be no assurances that Nord/LB will ultimately agree to a deferral or any other resolution of the Event of Default on terms that are
acceptable to us or at all, or that we will be able to otherwise resolve our liquidity concerns to enable us to repay this overdue payments. Although Nord/LB has
not done so over the course of the past months, in the event Nord/LB were to accelerate all of the outstanding indebtedness under the Nord/LB Loans, we would
be unable to repay such amounts and would, as a result, be subject to the remedies available to Nord/LB under the agreements, which include among other
remedies the right to foreclose on the vessels pursuant to the mortgages on the vessels entered into in connection with the Nord/LB Loans. Due to the co-
borrowing terms under the Nord/LB Loans, any remedied actions by Nord/LB could involve the AHTS SPVs owned by the Hartmann Group and our affiliate,
FLTC Fund L.

In addition to resolving the cash flow shortfall which led to the Event of Default, we are pursuing alternative sources of liquidity through the issuance of debt or
equity securities, and are exploring various alternatives in this regard, including but not limited to selling some of the our AHTS vessels. We may also seek to
sell additional AHTS vessels, or enter into sale-leaseback or other equivalent transactions to raise liquidity. However, there can be no assurances that we will be
able to raise any such additional funds or sell any additional vessels on terms acceptable to us or at all.
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We need to raise substantial additional funds in the future to fund our capital commitments in our AHTS SPVs and other capital needs. As a result, your
ownership interest in the partnership could be substantially diluted.

In addition to our capital needs as described in the preceding risk factor, we currently anticipate the need for approximately $45,199,356 (EUR 34,105,000) to
fulfill our remaining capital contribution commitments to our AHTS SPVs. These additional funds could be obtained, if at all, in the form of debt or equity
financing, or through the withholding of distributions which would otherwise be payable to our German Subsidiary to satisfy our remaining capital contribution
commitments. In the event such additional funds are raised through the sale of equity interests in the partnership, the percentage interest of all partners could be
significantly diluted. Such additional equity interests could be as offerings of Class A, B, C or D units in the partnership, or, as a newly created class of limited
partner units and could be issued at a different price or have allocation or distribution participation percentage rights as to specific assets or income streams that
are different than the rights of the other units. In addition, such debt or equity financing could occur in the Cyprus Subsidiary or any other subsidiary, which
could have the effect of lowering our ownership interest in the Cyprus Subsidiary, German Subsidiary or SPVs. If we are unable to raise sufficient funds from
debt or equity financing, we may be unable to fund continuing operations. In addition, the banks may foreclose on our existing vessels or other assets or we may
lose some of our ownership in the AHTS vessels to Reederei Hartmann. If any of these things happen, our business, financial condition and results of operations
would be adversely and materially affected.

We depend upon the ability of the entities through which we operate to distribute funds to us in order to be able to make any payments to unit holders.

We do not expect to have any significant assets at our parent limited partnership level other than equity securities in our direct and indirect subsidiaries, including
the SPVs. As a result, our ability to make distributions and other payments to our partners depends upon the operations of the SPVs and their ability to distribute
funds to us. In addition, the ability of our SPVs and German Subsidiary to make these distributions could be affected by a claim or action by a third party,
including a creditor, or the terms of its organizational documents or laws of its jurisdiction of formation. Additional information related to the Nord/LB financing
is included in this Form 10-K under Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations under the caption entitled
Financing Arrangements in the Liquidity and Capital Resources section.

We have a limited operating history, and neither the partnership nor the general partner has significant experience in the shipping industry.

The partnership and the general partner were organized in 2006 and have limited operating history. Prior to the formation of the partnership and the general
partner, the management of the general partner did not have any experience in the shipping industry. All of the AHTS vessels in the Fleet and the mini-bulker
vessels in which we hold a noncontrolling interest have been delivered to the relevant SPV as of the date of this Form 10-K, with the mini-bulkers being delivered
in 2007 and the AHTS vessels being delivered in 2009 and 2010. This lack of experience and limited operating history causes a lack of extended historical
financial and operational data making it more difficult to evaluate our business, forecast future revenues and other operating results and assess the merits and risks
of ownership of our partnership units. This lack of information increases the risk of partners’ investments. Moreover, risks and uncertainties frequently
encountered by companies with a limited operating history should be considered and evaluated. These risks and difficulties include challenges in accurate
financial planning as a result of limited historical data and uncertainties resulting from the relatively limited time period for implementation and evaluation of our
business strategies as compared to older companies with longer operating histories. Our failure to successfully address these risks and difficulties could
materially harm our business, financial condition and results of operations.

We may not make cash distributions, either because our business plan is not successful, our cash flows are not sufficient to cover our operating expenses and
debt repayment obligations or we decide to reinvest our income.

We will be unable to make cash distributions to our partners for so long as the income from our operations and investments continues to be less than our operating
costs and debt repayment obligations. Also, funds generated by all of our AHTS SPVs are held in escrow and may not be distributed until the capital funding
requirements of each AHTS SPV have been satisfied. In addition, the general partner may retain income from our investments to reinvest rather than make
distributions to the partners. We are not obligated to make distributions to the limited partners except for their pro rata share of any distributions that we make in
the discretion of the general partner and upon liquidation of the partnership.
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The structure of our operations through the Cyprus Subsidiary outlined herein is subject to changes due to tax, financial or other reasons. Any such changes
could adversely affect the partnership, our results of operations and limited partners’ investments.

We currently own and operate our vessels through the Cyprus Subsidiary. We chose this structure based upon tax, financial and other issues relating to the
partnership and our operations. However, the structure may change significantly in the future due to the termination or amendment of any existing or anticipated
contract, changes in or revised assumptions with respect to tax law, additional fundraising or debt issuance or for any number of other reasons. Subject to the
rights of other parties involved in our structure, the general partner has the ability to change the operating structure for any reason. Any such changes in the
structure could adversely affect our rights and obligations, results of operations and limited partners’ investments. Should we acquire any other vessels, the tax
effects of the ownership, operation and sale of such vessels may be materially different than those outlined herein.

We own and operate our vessels through majority owned entities and rely on third parties to operate our vessels.

We own and operate our vessels through offshore entities that are managed by persons that we do not employ. The success of our operations depends on the
performance of third parties who manage our vessel operations, including our ship managers. Our relationships are contractual in nature and such contracts may
be terminated under certain circumstances. If our relationships with these third parties are terminated, we may or may not be able to establish relationships on the
same or similar terms with other persons experienced or qualified to operate such vessels.

Our intended use of debt financing at various levels of our organizational structure magnifies the risk of loss and our exposure to adverse economic
conditions.

We utilized substantial debt financing to fund our operations through 2011. In addition to the current loans, notes and credit facilities, in the future we may
borrow funds through the partnership, Cyprus Subsidiary, German Subsidiary, SPVs or elsewhere to finance the management and operation of our vessels and
shipping activity and provide for operating reserves. Consequently, the entity level at which we borrow and the associated interest rates will affect our operating
results and potential profit. Additional information regarding our credit facilities is provided in this Form 10-K under Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of Operations under the caption entitled Financing Arrangements in the Liquidity and Capital Resources section.

There are limitations on our use of leverage at the AHTS SPV level associated with the terms of the Nord/LB financing. These limitations require us to obtain the
consent of the senior lender, Nord/LB before adding additional leverage in any of the AHTS SPVs. Our debt under the Nord/LB Senior Loan and Working
Capital Facility as of December 31, 2010 totals $401,074,421 (EUR 302,629,156), all of which is reflected in current liabilities due to the Event of Default
discussed in detail above in Item 1. Business, under the caption, Recent Developments.

In addition to the existing credit facilities and loans, we may enter into other agreements with one or more banks or other financial institutions and other lenders
regarding our borrowings and will usually mortgage the assets of each such entity as collateral for the loans, including the vessels owned by such entities. We
may seek standby or permanent financing from one or more banks; borrow funds from institutions, foreign or domestic, by means of privately placed notes,
bonds, or debentures; and enter into other type of financing arrangements that the general partner considers appropriate. The amounts available for borrowing
under the existing credit facilities and other borrowing available to us, if any, may not be sufficient to pay for our operating activities and other necessary
activities. In the event we are not able to raise sufficient debt or other financing, we may not be able to fund our operations or service our existing debt
obligations. As a result, we will be required to raise additional amounts from the sale of debt or equity from other sources. In addition, the banks may foreclose
on our existing vessels or other assets or we may lose some ownership in our AHTS vessels and/or the mini-bulkers to Reederei Hartmann.

Because our operational strategy includes substantial capital leverage, our operations are subject to increased exposure to adverse economic factors such as
increases in interest rates, downturns in the economy or further deterioration in economic conditions. Similarly, we may be unable to generate sufficient cash
flows to meet principal and interest payments on our indebtedness. Accordingly, our results of operations and financial condition could be severely impaired.

The cross-collateralization of our AHTS vessels with the vessels of the Hartmann Group and those of FLTC Fund | pursuant to the Fleet financing
arrangement contained in the Nord/LB Loans could result in foreclosure on our AHTS vessels resulting from the default of the Hartmann Group or FLTC
Fund I under its financing arrangements with Nord/LB.

In order to obtain more favorable financing terms under the Nord/LB Loans, we agreed to a fleet financing arrangement whereby such facility is secured by the
Fleet. As aresult, if FLTC Fund I or the Hartmann Group were to default under the financing arrangements with Nord/LB, Nord/LB could potentially foreclose
on one or more of our AHTS vessels notwithstanding the absence of a default by us under the Nord/LB Loans. In the event of such a foreclosure on one or more
of our AHTS vessels, we would seek restitution from the Hartmann Group and FLTC Fund I; however, there are no assurances that we would be able to collect
all or any portion of such amounts if demanded.
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We have entered into a mutual indemnity agreement with three AHTS SPVs owned by our affiliate, FLTC Fund I, which could cause us to incur substantial
indemnification obligations to such AHTS SPVs.

In connection with the cross-collateralization of our AHTS vessels (some of which are now owned by the Hartmann Group) with the AHTS vessels of FLTC
Fund I pursuant to the Nord/LB Loans, we entered into a mutual indemnity agreement in May 2009 with the FLTC Fund I’s AHTS SPVs (the “AHTS Mutual
Indemnity Agreement”). Pursuant to the AHTS Mutual Indemnity Agreement, each of our AHTS SPVs (some of which are now owned by the Hartmann Group)
agreed to indemnify the AHTS SPV’s FLTC Fund I for all liabilities suffered by such AHTS SPVs arising out of or associated with any breach by us (or resulting
from any payment or performance by such AHTS SPVs in order to avoid a breach by us) under the Senior Loan with Nord/LB or the AHTS Mutual Indemnity
Agreement. In the event we become obligated to make payments to the AHTS SPVs owned by FLTC Fund I pursuant to the indemnification provisions of the
AHTS Mutual Indemnity Agreement, our results of operations and financial condition could be severely impaired.

Tax laws and regulations may change, and such changes could adversely affect our partners’ investments.

There have been numerous tax laws and regulations that have been enacted or changed in recent years. These changes have affected many substantive provisions
of the tax laws. In addition, certain tax laws will expire if not renewed by appropriate legislative bodies. Some tax laws with foreign governments are set forth in
tax treaties that may be amended or terminated. The impact and interpretation of tax laws and regulations by courts and tax regulators may change without
warning or may not be fully understood at this time. In formulating our operational structure, we made certain assumptions with respect to tax laws in the United
States, Germany, Cyprus and the Cayman Islands as well as tax treaties among these countries. However, those assumptions may not be accurate and future
changes in tax laws and regulations may alter the tax treatment of an investment in the partnership dramatically. In addition, our operations in the territorial
waters of any country may subject our operations to such country’s tax laws. In the event our assumptions concerning tax matters prove to be incorrect, an
investment in the limited partner units may suffer significant adverse effects. In addition, we may not be able to achieve an efficient tax structure and our results
of operations could be subject to higher than anticipated rates of taxation, unanticipated classification of income and substantial penalties and interest.

Parties who have or are considering investing in our limited partner units should conduct a thorough review of the tax treatment of their ownership of limited
partner units with their tax advisor. The partnership and the general partner cannot advise limited partners with respect to the tax implications of an investment in
the partnership.

Our limited partners may be liable for taxes with respect to their allocated portion of partnership income and gains, even if such limited partners do not
actually receive distributions of such allocated amounts.

Each limited partner will be liable for any taxes owed related to their allocable share of any taxable income or gains realized by the partnership, even if no
distributions are actually made to such limited partner. Pursuant to the terms of our Partnership Agreement, we are required to make annual cash distributions to
our partners to the extent there is available cash in an amount estimated to cover the income taxes owed on such allocable income or gains. However, each
partner should be aware that the amount of income taxes owed on allocated taxable income may exceed the cash available for distribution by the partnership
resulting in an out-of-pocket tax expense to the partners, even if no distributions are made to such partners. In addition, the sale or transfer of partnership units or
the sale or other disposition of our assets may result in adverse United States federal income tax consequences to the partners. If the U.S. Internal Revenue
Service (“IRS”) audits the partnership and determines that we underreported our income, each partner may be assessed unpaid income taxes on their allocation of
such underreported income, including penalties and interest.

If our units are traded on an established securities market or the substantial equivalent thereof, we would lose our status as a partnership for tax purposes
and would be taxed as a corporation.

We have elected to be taxed as a partnership. While we were required to register our partnership’s Class A units with the SEC pursuant to the Exchange Act, we
do not intend to list the partnership units for trading on any securities exchange or the equivalent thereof. In addition, the Partnership Agreement substantially
prohibits the transfer of the partnership units. If the partnership units became traded on an established securities exchange or were deemed to be regularly
tradable on a secondary market or substantial equivalent thereof, we would become subject to U.S. federal income tax as a corporation. We would then have to
pay taxes on our income at potentially higher rates and our partners would have to pay additional taxes on distributions.
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The partnership and the general partner are not registered under the Investment Company Act of 1940 and certain other statutes and, accordingly, our
partners will not be able to rely on the protections afforded by these statutes.

We are not registered under the Investment Company Act of 1940, as amended (“Investment Company Act’), which provides certain protections to investors and
imposes certain restrictions on registered investment companies including restrictions with respect to capital structure, operations, transactions with affiliates and
other matters. Since we are not registered under the Investment Company Act, none of these restrictions are applicable to us. The general partner is not
registered as a broker-dealer under the Exchange Act or with the National Association of Securities Dealers, Inc. (“NASD”), and consequently, is not subject to
the record keeping and specific business practice provisions of the Exchange Act or NASD. In addition, our general partner is not registered as an investment
adviser under the Investment Advisers Act of 1940, as amended (“Advisers Act”), and consequently, is not subject to the record keeping, disclosure and other
obligations specified in the Advisers Act.

If either the partnership or any of our subsidiaries were treated as a “passive foreign investment company,” certain adverse U.S. federal income tax
consequences could result to U.S. tax persons owning partnership units.

The general partner has elected to treat the partnership as a partnership for U.S. federal income tax purposes, and following the reorganization of the Cyprus
Subsidiary in 2009, the Cyprus Subsidiary elected to be treated as an entity disregarded as separate from the partnership. If either the partnership or the Cyprus
Subsidiary is recharacterized by the IRS as a foreign corporation, it is possible that either the partnership or the Cyprus Subsidiary could be treated as a “passive
foreign investment company” (“PFIC”) for U.S. federal income tax purposes.

A foreign corporation will be treated as a PFIC for U.S. federal income tax purposes if at least 75% of its gross income for any taxable year consists of certain
types of “passive income” or at least 50% of the average value of the corporation’s assets produce or are held for the production of those types of “passive
income.” For purposes of these tests, “passive income” includes dividends, interest, gains from the sale or exchange of investment property and rents and
royalties other than rents and royalties that are received from unrelated parties in connection with the active conduct of a trade or business. For purposes of these
tests, income derived from the performance of services does not constitute “passive income.” U.S. tax persons owning an equity interest in a PFIC are subject to
a disadvantageous U.S. federal income tax regime with respect to income derived by the PFIC, distributions received from the PFIC and gains, if any, derived
from the sale or other disposition of ownership interests in the PFIC. If either the partnership or the Cyprus Subsidiary is treated as a PFIC or owns an interest in
an entity treated as a PFIC for any taxable year, we will provide information to U.S. tax persons owning partnership units to enable them to make certain elections
to alleviate certain of the adverse U.S. federal income tax consequences that would arise as a result of holding an interest in a PFIC.

While there are legal uncertainties involved in this determination, and we have not received and do not intend to seek an opinion of counsel or the IRS, the
general partner believes that the German Subsidiary should not be treated as a PFIC based on the operations in the AHTS SPVs. We currently intend for each
AHTS SPV to continue hiring its crew and operating its vessel under a day rate arrangement. However, if the vessels were rented to third parties who operated
and staffed the vessels (a “bare boat charter”), the rental income from such vessel would likely be considered “passive income” and as a result, the German
Subsidiary could possibly be treated as a PFIC if either the income or assets test described above is satisfied. There is no assurance that the nature of our assets,
income and operations will not change in the future or that we can avoid being treated as a PFIC in the future.

If either the partnership or any of the subsidiaries of the partnership were treated as a Controlled Foreign Corporation, certain adverse U.S. federal income
tax consequences could result to certain U.S. tax persons owning partnership units.

The general partner has elected to treat the partnership as a partnership for U.S. federal income tax purposes, and following the reorganization of the Cyprus
Subsidiary in 2009, the Cyprus Subsidiary elected to be treated as an entity disregarded as separate from the partnership. If either the partnership or the Cyprus
Subsidiary is recharacterized by the IRS as a foreign corporation, it is possible that either the partnership or the Cyprus Subsidiary could be treated as a
“controlled foreign corporation” (“CFC”) for U.S. federal income tax purposes.
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A foreign corporation, more than 50% of whose vote or value is owned by “U.S. Shareholders,” is a CFC. For this purpose, a U.S. Shareholder is a U.S. tax
person owning directly, indirectly or constructively 10% or more of the foreign corporation’s total combined voting power. If a foreign corporation is a CFC,
every person who is a U.S. Shareholder of such corporation and who directly or indirectly owns stock in such corporation on the last day of the taxable year in
which the foreign corporation is a CFC, must include in his gross income his pro rata share of the CFC’s “subpart F income” for such year and “increases in
investments in U.S. property” made by the CFC during its tax year. Generally, subpart F income includes passive income earned by a CFC as well as certain
types of sales, services or insurance income. The definition of passive income for CFC purposes is the same as passive income for PFIC purposes discussed
above. Following the reorganization of the Cyprus Subsidiary, the partnership will in the future likely have U.S. Tax Persons owning units in the partnership that
may be treated as U.S. Shareholders of any subsidiary of the partnership that is a foreign corporation, which could result in such subsidiary being treated as a
CFC. Additionally, if we or our subsidiaries are classified as a CFC, a U.S. tax person that directly, indirectly or constructively owns less than 10% of the value
of the partnership’s units, and, with respect to a subsidiary of the partnership classified as a CFC, has no other direct, indirect or constructive ownership in such
CFC, would not be subject to U.S. federal income tax under the CFC rules; but, they might be considered to own an equity interest in a PFIC.

We have made substantial capital commitments to the AHTS SPVs that own our vessels. The failure to make any such capital contributions, when and if
called, could result in a loss of partial ownership of such AHTS SPVs and cause severe financial results.

In order to operate our AHTS vessels and establish adequate reserves, we are committed to provide capital contributions to our AHTS SPVs in an aggregate
amount of up to an additional $45,199,356 (EUR 34,105,000) based on capital contributions through July 31, 2011 upon the request of the general partner of the
AHTS SPVs. In addition to our being liable to our AHTS SPVs for this commitment, even absent the general partner calling for the outstanding capital
contribution, we could be liable to third parties under German law up to the full amount of our capital contribution commitment. A portion of our satisfied capital
contribution was funded through loans. We may not be able to raise or borrow future contribution amounts. The failure to fulfill such capital commitments could
result in a loss of partial ownership of such SPVs, which could have a material adverse effect on our operating results and financial condition resulting in the
partial or complete loss of an investment in the partnership.

While our initial business strategy was to invest in new vessels, our Partnership Agreement authorizes the general partner to make investments in anything
related to the shipping industry.

We were formed for the primary purpose of acquiring, managing and operating vessels including AHTS vessels, heavy lift vessels, break bulk vessels, tankers
and other specialty vessels initially through the Cyprus Subsidiary. However, pursuant to the Partnership Agreement, the general partner has broad discretion to
acquire shipping assets directly or indirectly in any manner in the shipping industry. In the event the general partner elects to complete the acquisitions of
shipping related assets other than through the Cyprus Subsidiary or otherwise, our business plan and investment returns may be different than those outlined
herein.

Our financing arrangements contain restrictive covenants that limit our liquidity and ability to make distributions.
Our existing credit facilities and other financing arrangements impose operational and financial restrictions on us. In addition, future financing arrangements may
impose similar or additional restrictions. Examples of these restrictions include, but are not limited to, limitations on our ability to:

make distributions to our partners;

incur additional indebtedness;

create additional liens on our assets;

make investments or loans;

engage in mergers or acquisitions;

ship certain types of cargo;

enter into certain types of charter agreements;
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e maintain unrestricted cash reserves; and
o make capital expenditures.

Our failure to comply with the terms of the existing credit facilities or any other financing arrangements we enter into could lead to defaults, in which case our
lenders could accelerate our indebtedness and foreclose on our vessels or other assets securing such loans. The loss of any vessels or other assets would have a
material adverse effect on our operating results and financial condition.

Our potential exit strategies are subject to market uncertainties.

The feasibility and terms of any proposed exit strategies for our investments will depend on factors that are not within the control of the general partner or the
partnership including fluctuations in market conditions, status of capital markets, effect of applicable legislation and political and economic conditions.
Consequently, the precise timing of the disposition of an investment and the manner of disposition are impossible to predict, and no assurance can be given that
such disposition will be achieved on favorable terms, if at all.

An investment in our partnership units is not and will not be liquid and our limited partners will not be able to sell their units.

Our limited partners will not be able to sell or transfer partnership units without the approval of the general partner. In addition, any transfer of units may be
made only if the transfer is registered or exempt from registration under the Securities Act of 1933 (“Securities Act”) and other applicable state securities laws.
There currently is not a market for the units, and we do not expect a market to exist in the foreseeable future. Our limited partners will not be able to liquidate
their investment in their partnership units in the event of an emergency or for any other reason. Additionally, partnership units may not be accepted as collateral
for loans. The duration of the partnership is perpetual and there is no guarantee the partnership will liquidate within any specified time frame, although the
partnership may be dissolved upon the approval of the partners holding at least eighty percent (80%) of the Class A, B, C and general partner units.

We are a Cayman Islands limited partnership, and the Cayman Islands do not have a well developed body of partnership law.

Our affairs are governed by our formation documents, Partnership Agreement and the business laws of the Cayman Islands. The provisions of such laws may be
similar to provisions of partnership laws of a number of states in the United States; however, there have been few, if any, judicial cases in the Cayman Islands
interpreting such laws. The rights and fiduciary responsibilities of the general partner and limited partners under the law of the Cayman Islands are not as clearly
established as the rights and fiduciary responsibilities of such partners under statutes or judicial precedent in existence in certain U.S. jurisdictions. As a result,
our partners may have more difficulty in protecting their interests in the face of actions by management or the general partner than would partners of a partnership
formed in a U.S. jurisdiction.

It may be difficult to enforce service of process and enforcement of judgments against us, our officers and our directors.

We are a Cayman Islands limited partnership and almost all of our assets will be located outside of the United States. Our operating structure also includes
Cyprus and German entities. As a result, it may be difficult enforcing, both in and outside of the United States, judgments obtained in the U.S. courts against us,
including actions based upon the civil liability provisions of U.S. federal or state securities laws. There is also substantial doubt that the courts of the Cayman
Islands, Cyprus, Germany or any other foreign jurisdiction would enter judgments in original actions brought in those courts predicated on U.S. federal or state
securities laws.

Our Partnership Agreement permits us to issue additional units without our partners’ approval, which would dilute existing unitholders’ interest.

Our Partnership Agreement permits our general partner to create additional classes of units and issue additional units without any additional approval from our
limited partners. We are permitted, without any further approval of the limited partners, to issue additional classes of units at any time in the future which may be
pari passu with or junior to the existing units, but which may not, unless approved by the limited partners, be senior to the General Partner, Class A, Class B,
Class C or Class D units with respect to right and timing of payment; provided, that any additional class of units shall not be considered senior solely as a result of
it being issued at a different price or with allocation or distribution participation percentage rights as to specific assets or income streams that are different than
the rights of the General Partner, Class A, Class B, Class C or Class D units. The issuance of additional units may dilute the value of the interests of the existing
unitholders in our net assets and dilute the interests of unitholders in distributions by us.
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The issuance of additional partnership units may result in adverse tax consequences to purchasers of such additional partnership units.

The issuance of additional units to prospective purchasers could result in adverse tax consequences to the purchasers of such additional units if the fair market
value of the assets of the partnership has significantly increased at the time of the issuance of such additional units. Under the Partnership Agreement, purchasers
of additional units may receive disproportionate allocations of items of income and gain in the year of issuance of such additional units if the partnership
determines to adjust the book value of the assets of the partnership as permitted by the capital account maintenance rules contained in Treasury Regulations.
However, the IRS may take the position that the issuance of such additional units should result in a currently taxable capital shift to the purchaser of such
additional units.

If the partnership is deemed to be an investment company under the Investment Company Act, we will not be able to execute our business strategy.

Because we can operate in a manner similar to venture capital funds, there is a risk that the SEC or a court might conclude that we fall within the definition of an
“investment company,” and unless an exemption is available, we would be required to register under the Investment Company Act. Compliance with the
Investment Company Act as a registered investment company would cause us to significantly alter our business strategy of participating in the management and
development of affiliated entities, impair our ability to operate as planned and harm our business. In addition, our contracts might become voidable and a court
could appoint a receiver to take control of and liquidate our business.

The SEC has adopted Rule 3a-1 that provides an exemption from registration as an investment company if an entity meets both an asset and income test and is not
otherwise primarily engaged in an investment company business. Such investment company business would consist of such acts as holding itself out to the public
as such or by taking controlling interests in entities with a view to realizing profits through subsequent sales of these interests. An entity satisfies the asset test of
Rule 3a-1 if it has no more than 45% of the value of its total assets, adjusted to exclude U.S. Government securities and cash, in the form of securities other than
interests in majority-owned subsidiaries and entities which it primarily and actively controls. An entity satisfies the income test of Rule 3a-1 if it has derived no
more than 45% of its net income for its last four fiscal quarters combined from securities other than interests in majority owned subsidiaries and primarily and
actively controlled entities.

Our business strategy and activities involve taking mainly majority ownership and primary controlling interests in partner entities with a view of participating
actively in their management and development. We believe that this strategy and the scope of our business activities would not cause us to fall within the
definition of an investment company or, if so, provide us with a basis for an exclusion from the definition of an investment company under the Investment
Company Act. We cannot assure investors that our organizational structure and business strategy will preclude regulation under the Investment Company Act,
and we may need to take specific actions that would not otherwise be in our best interests to avoid such regulation.

If we fell under the definition of an investment company and were unable to rely on an available exemption or obtain an order of the SEC granting an exemption,
we would have to register under the Investment Company Act and comply with substantive requirements applicable to registered investment companies. These
requirements include:

limitations on our ability to borrow;

limitations on our capital structure;

restrictions on acquisitions of interests in associated companies;

prohibitions on transactions with affiliates;

restrictions on specific investments; and

compliance with reporting, record keeping, voting, proxy disclosure and other rules and regulations.
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Certain rules and regulations under the Employee Retirement Income Security Act of 1974 (“ERISA”) and the Internal Revenue Code of 1986, as amended
(“the Code”) could significantly change our operations and prevent us from executing our business model.

The rules under ERISA and the Code are broadly construed and may change by the issuance of new guidance or new interpretations of existing rules. Depending
on how such rules are construed or change, such rules could adversely affect investment in the partnership.

There are numerous rules under ERISA and the Code that apply to employee benefit plans and their fiduciaries. On a fairly regular basis, new rules under ERISA
and the Code are issued by the applicable regulatory authorities. In addition, the courts and regulators regularly issue other binding and non-binding guidance
regarding the application of these rules. Often this guidance is based on a specific fact pattern which could be analogous to one or more of the features of the
partnership and our investments. The impact and interpretation of these rules by courts and regulators may change without warning or may not be fully
understood at this time. In formulating our organizational structure, we have attempted to comply with these rules in good faith; however, these rules and some of
the guidance related thereto create uncertainty as to whether certain features involving the partnership are in compliance with ERISA and the Code. In the event
our compliance efforts concerning these rules prove to be insufficient or incorrect, an investment in the partnership units may suffer significant adverse effects.

In particular, the fiduciaries of the partnership and a “benefit plan investor” could be required by the courts and/or regulators to unwind any transaction that
results in a violation of ERISA and/or the Code and pay penalties in connection with the transaction such as penalties for the breach of fiduciary duties under
ERISA and excise taxes for the engagement in prohibited transactions under the Code. Moreover, depending on the extent to which the partnership and “benefit
plan investors” may be required to unwind a transaction, it may not be in our best interest to remain as a going concern.

If our assets are deemed to be “plan assets,” we may not be able to execute our business strategy.

If our ownership of “benefit plan investors” were to equal or exceed 25% of any class and we were unable to comply with the venture capital operating company
requirements, our assets could be deemed “plan assets” which could adversely affect our operations, administration and the duties, obligations, liabilities and
remuneration of the general partner. As a result of our acceptance of a limited number of ERISA partners to date and our desire to avoid having our assets
deemed to be “plan assets,” our Partnership Agreement includes certain ERISA provisions to provide us with some means of avoiding having our assets deemed
to be “plan assets.” These provisions may not enable us to avoid having our assets deemed to be “plan assets.”

All of our business decisions will be made by the general partner.

Control of our business and affairs is vested exclusively in the general partner. The limited partners have no contractual right to participate in our management,
except that the limited partners have the right to remove the general partner under limited circumstances and the Class D partners have certain limited approval
rights with respect to actions taken through our Cyprus Subsidiary. The general partner may transfer all of its General Partner units, and thereby substitute
another person as the general partner, without the approval of the limited partners.

There may be conflicts of interest as a result of the general partner’s ability to engage in other business and investment activities.

The general partner and its affiliates are permitted to engage in other business and investment activities outside of the partnership. The general partner will
receive reimbursements from us for various expenses and certain affiliates of the general partner will receive payments from us in connection with our
operations. The general partner and certain of its affiliates will receive compensation from us or our operations regardless of our profitability. The general
partner may contract for goods and services on our behalf in non arm’s-length transactions with affiliates of the general partner. Additionally, certain officers
and/or directors of the general partner will also devote substantial business time and efforts to other entities organized in the future by the general partner or its
affiliates. For example, certain officers and directors of the general partner serve in similar capacities with respect to FLTC Fund I, an affiliate of the general
partner, which is engaged in a similar line of business to ours. FLTC Fund [ is also a co-borrower under the Nord/LB credit facility. Additionally, we pay
monthly fees to Dental Community Management, Inc. “DCMI”, which is owned in part by the chief financial officer of our general partner, in exchange for
DCMTI’s performance of certain administrative and professional services on our behalf.
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There may be conflicts of interest as a result of the general partner’s limitation of liability and indemnification under our Partnership Agreement.

Under the terms of our Partnership Agreement and to the extent not expressly inconsistent with applicable law, the general partner shall not be liable, responsible
or accountable for any damages, losses, claims, liabilities, expenses, judgments, fines, demands or other amounts, or in any other manner whatsoever to us, any
partner or any other person or entity for any action taken or for the failure to take any action on our behalf within the reasonable scope of the authority conferred
on the general partner under our Partnership Agreement or by law, unless the act or inaction giving rise to a claim against the general partner is determined to
have constituted actual fraud, gross negligence, willful misconduct or recklessness against the partnership.

Furthermore, under the terms of our Partnership Agreement and to the extent not expressly inconsistent with applicable law, the partnership, its receiver, its
trustee and its successors or assigns, shall indemnify the general partner against and save it harmless from any claim, demand, judgment or liability, and against
and from any loss, cost, fee, fine, damage or expense (including, without limitation, attorneys’ fees and court costs), that may be made or imposed upon the
general partner by reason of or arising with respect to (i) any act performed for or on our behalf or in furtherance of our business, (ii) any inaction on the part of
the general partner, (iii) any liabilities arising under any foreign, federal and state securities laws to the extent permitted under applicable law, (iv) any liabilities
arising under any and all other laws as in effect from time to time, or (v) the general partner’s status as a partner or as an employee, consultant or agent of the
partnership or any affiliate thereof, and regardless of whether brought by a third-party, by a partner or by or on behalf of the partnership.

There may be conflicts of interest as a result of the diversity of our limited partners.

Our limited partners may include U.S. taxable and tax-exempt entities and institutions from jurisdictions outside of the United States. Such limited partners may
have conflicting investment, tax and other interests with respect to their interests in the partnership. The conflicting interests of individual limited partners may
relate to or arise from, among other things, the nature of our vessel investments, structuring of the acquisition of assets and timing of the disposition of such
assets. As a consequence, conflicts of interest may arise in connection with decisions made by our general partner, including with respect to the nature or
structuring of vessel investments, that may be more beneficial for one limited partner than for another limited partner, especially with respect to limited partners’
individual tax situations. In selecting and structuring appropriate asset acquisitions, the general partner will consider the business strategy and tax objectives of
the partnership and the partners as a whole, not the individual business strategy, tax or other objectives of any limited partner.

There may be conflicts of interest as a result of our general partner’s carried interest.

Pursuant to the terms of our Partnership Agreement, our general partner is entitled to receive a portion of distributions that would otherwise be distributed to our
limited partners. Our general partner paid $100 per unit for the general partner units it purchased, which are entitled to their pro rata portion of any allocations
and distributions alongside our Class A, B and C units. However, in addition to this pro rata right, our general partner is entitled to a portion of all amounts which
would otherwise be distributable to our Class A limited partners, or “carried interest.” This carried interest is payable in connection with our general partner’s
actions as general partner and is not in respect of any capital contributed by the general partner. Because of our general partner’s carried interest, our general
partner might not always be aligned with the interests of our limited partners due to the possibility that our general partner may be inclined to make riskier or
more speculative investments on our behalf than would be the case in the absence of such carried interests. However, the incentive of our general partner to make
any such risky or speculative investments may be tempered by reason of the capital investments of our general partner and its affiliates and by the fact that losses
will reduce our performance as well as the amount of any distributions to our general partner.

There may be conflicts of interest as a result of our legal representation.

Our attorneys have acted as counsel to the partnership in connection with various activities and as counsel to our general partner and certain of its affiliates. The
partnership will generally engage common legal counsel to represent such parties in a particular transaction, including a transaction in which different parties may
have conflicting interests. Although separate counsel may be engaged from time to time in the sole discretion of our general partner, our general partner believes
the advantages of having a common counsel for the partnership, time and cost savings and other efficiencies usually outweigh the disadvantages.
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Dissolution of the partnership may have adverse consequences.

The partnership may be dissolved at any time by the general partner. Dissolution of the partnership could occur at a time that would be disadvantageous to our
limited partners upon the approval of partners holding at least 80% of our partnership units (other than Class D units). The partnership units may be materially
and adversely affected by our dissolution and our limited partners may sustain economic losses, including adverse U.S. federal income tax consequences, from
such dissolution. Upon dissolution or termination of the partnership, the proceeds realized from the liquidation of assets, if any, will be distributed to our limited
partners after the satisfaction of the claims of our creditors and the establishment of any reserves that the general partner deems necessary for any contingent or
unforeseen liabilities or obligations. Accordingly, our limited partners’ ability to recover all or any portion of their investment under such circumstances will
depend upon the amount of funds realized and claims to be satisfied in connection with the dissolution.

Risks Relating to Our Business

There are operational risks inherent to the shipping industry.

The operation of any vessel involves the inherent risk of catastrophic marine disasters, adverse weather and sea conditions, mechanical failure, collisions,
property losses to vessels and business interruption due to political action in countries other than the United States. Any such event may result in a reduction in
our investment returns or an increase in costs. We currently insure our vessels for their estimated market value against damage or loss, including war, terrorism
acts and other risks. In addition, the operations of our vessels are co