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99 ¢
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13 or 15(d)of the Securities Exchange Act of 1934 subsequent to the distribution of securities under a plan confirmed
by a court.

YES _X NO

Indicate the number of shares outstanding of each of the issuer's classes of common stock, as of the latest
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Common Stock, par value $0.01 per share, 38,045,081 shares outstanding as of November 14, 2014.
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Part 1 : FINANCIAL INFORMATION

Item 1 : Financial Statements

EAGLE BULK SHIPPING INC.
(DEBTOR-IN-POSSESSION)
CONSOLIDATED BALANCE SHEETS

(UNAUDITED)

ASSETS:

Current assets:

Cash and cash equivalents

Accounts receivable, net

Prepaid expenses

Inventories

Investment

Other assets

Total current assets

Noncurrent assets:

Vessels and vessel improvements, at cost, net of
accumulated depreciation of $445,113,585 and
$389,545,060, respectively

Other fixed assets, net of accumulated amortization of
$676,801 and $574,532, respectively

Restricted cash

Deferred drydock costs

Deferred financing costs

Other assets

Total noncurrent assets

Total assets

LIABILITIES & STOCKHOLDERS' EQUITY
Current liabilities not subject to compromise:
Accounts payable

Accrued interest

Other accrued liabilities

Unearned charter hire revenue
Debt-In-Possession loan

Term loans

September 30,

32,497,858
12,219,469
3,916,392

10,583,049
13,375,151
4,020,441

76,612,360

1,584,136,605

449,567

66,243
5,463,714

3,372,660
1,593,488,789
1,670,101,149

5,644,632
89,930
11,508,045
2,442,991
25,000,000

December 31,

19,682,724
11,197,101
5,501,081
9,610,272
13,817,439
2,122,574
61,931,191

1,639,555,368

361,306

66,243
3,826,685
16,278,544
1,394,964
1,661,483,110
1,723,414,301

6,422,306
153,885

6,211,224
5,387,844

1,129,478,741
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Payment-in-kind loans

Total current liabilities not subject to compromise
Liabilities subject to compromise:

Term loans

Payment-in-kind loans

Accrued interest

Total liabilities subject to compromise

Total liabilities

Commitment and contingencies

Stockholders' equity:

Preferred stock, $.01 par value, 25,000,000 shares
authorized, none issued

Common stock, $.01 par value, 100,000,000 shares
authorized, 18,553,948 and 16,783,071 shares issued and
outstanding, respectively

Additional paid-in capital

Retained earnings (net of accumulated dividends declared
of $262,118,388 as of September 30, 2014 and December
31, 2013, respectively)

Accumulated other comprehensive loss

Total stockholders' equity

Total liabilities and stockholders' equity

The accompanying notes are an integral part of these Consolidated Financial Statements.

44,685,598

1,129,478,741
62,423,569
15,102,925
1,207,005,235
1,251,690,833

185,537
767,571,438
(348,904,371
(442,288

418,410,318
1,670,101,149

)

$

44,565,437
1,192,219,437

1,192,219,437

167,828
766,823,808
(235,796,772

531,194,864
1,723,414,301
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EAGLE BULK SHIPPING INC.
(DEBTOR-IN-POSSESSION)

CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)

Three Months Ended Nine Months Ended

September  September  September September

30,2014 30, 2013 30,2014 30,2013
Revenues, net of commissions $29,846,038 $38,978,418 $118,021,488 $155,440916
Voyage expenses 5,062,030 7,683,180 12,379,345 23,288,739
Vessel expenses 24,842,113 21,804,188 71,932,268 63,132,366
Depreciation and amortization 19,611,354 19,366,495 58,042,662 57,463,027
General and administrative expenses 6,566,185 2,946,267 12,832,270 10,878,601
Gain on time charter agreement termination - (3,564,771 ) - (32,526,047 )
Total operating expenses 56,081,682 48,235,359 155,186,545 122,236,686
Operating income (loss) (26,235,644) (9,256,941 ) (37,165,057 ) 33,204,230
Interest expense 12,312,139 20,729,626 60,466,686 61,957,771
Interest income (1,369 ) (3,321 ) (8,125 ) (71,775 )
Other expense - 7,646,805 - 10,613,082
Reorganization expenses 7,311,240 - 15,483,981 -
Total other expense, net 19,622,010 28,373,110 75,942,542 72,499,078
Net loss $(45,857,654) $(37,630,051) $(113,107,599) $(39,294,848 )
Weighted average shares outstanding:
Basic 19,172,717 16,986,395 17,785,290 16,973,813
Diluted 19,172,717 16,986,395 17,785,290 16,973,813
Per share amounts:
Basic net loss $(2.39 ) $(2.22 ) $(6.36 ) $(2.32 )
Diluted net loss $(2.39 ) $(2.22 ) $(6.36 ) $(2.32 )

The accompanying notes are an integral part of these Consolidated Financial Statements.
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EAGLE BULK SHIPPING INC.

(DEBTOR-IN-POSSESSION)

CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS

(UNAUDITED)

Net loss

Other comprehensive income:

Change in unrealized gain/(loss) on investment
Realized loss on investment

Net unrealized gain on derivatives

Total other comprehensive income

Comprehensive loss

Three Months Ended Nine Months Ended
September  September  September September
30, 2014 30, 2013 30, 2014 30, 2013

$(45,857,654) $(37,630,051) $(113,107,599) $(39,294,848)

256,781 (9,812,255 ) (442,288 ) (9,847,473 )
— 7,646,805 — 10,613,082
— 657,347 — 2,243,833
256,781 (1,508,103 ) (442,288 ) 3,009,442

$(45,600,873) $(39,138,154) $(113,549,887) $(36,285,4006)

The accompanying notes are an integral part of these Consolidated Financial Statements
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EAGLE BULK SHIPPING INC.

(DEBTOR-IN-POSSESSION)

CONSOLIDATED STATEMENT OF STOCKHOLDERS’ EQUITY (UNAUDITED)

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2014

Other Total

Common g:::;wn Additional Accumulated
paid-in Net Loss comprehensiteckholders’
shares . .
capital deficit
amount .
loss equity

Balance at
December 31, 16,783,071 $167,828 $766,823,808 $(235,796,772) — $531,194,864
2013
Net Loss — — — $(113,107,599) (113,107,599) — (113,107,599)
Change in
unrealized — — — — $(442,288) (442,288 )
loss on
investment
Bxerciseof 270877 1700 (17,709 ) — — — —
Warrants
Non-cash — 765,339 — — — 765,339
compensation
Balance at
September 18,553,948 $185,537 $767,571,438 $(362,364,783) $(442,288) 418,410,316
30,2014

The accompanying notes are an integral part of these Consolidated Financial Statements.
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EAGLE BULK SHIPPING INC.
(DEBTOR-IN-POSSESSION)
CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)

Cash flows from operating activities:
Net loss

Adjustments to reconcile net loss to net cash provided by operating activities:

Items included in net loss not affecting cash flows:
Depreciation

Amortization of deferred drydocking costs
Amortization of deferred financing costs
Amortization of Debtor-In-Possession deferred financing costs
Amortization of fair value below contract value of time charter acquired
Payment-in-kind interest on debt

Investment and other current asset

Realized loss from investment

Gain on time charter agreement termination
Allowance for accounts receivable

Non-cash compensation expense

Drydocking expenditures

Reorganization items, non-cash

Changes in operating assets and liabilities:
Accounts receivable

Other assets

Prepaid expenses

Inventories

Accounts payable

Accrued interest

Accrued interest subject to compromise

Accrued expenses

Deferred revenue

Unearned revenue

Net cash used in operating activities

Cash flows from investing activities:
Proceeds from sale of investment
Vessels improvements

Purchase of other fixed assets
Changes in restricted cash

Nine Months Ended
September September
30, 2014 30, 2013

$(113,107,599) $(39,294,848)

55,670,788
2,371,874
16,278,544
576,923

17,858,132

1,824,519
765,339
(4,008,903
3,107,207

(2,846,887
(3,702,486
1,584,689
972,777
(826,763
(63,955
15,102,925
2,238,703

(2,944,853

(11,094,580

(149,756
(190,530

~

~—

56,129,127
1,333,900
6,271,128

(10,280,559)
21,724,749
(4,925,952 )
10,613,082
(29,033,503)

4,328,178

(2,378,717 )
(1,840,197 )
(4,132,227 )
216,427
(27,883 )
702,955
(2,162,321 )
(4,448,680 )
(3,766,413 )
628,764
(342,990 )
2,199,243
(92,100 )
(41,630 )
209,813

11
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Net cash (used in)/provided by investing activities (340,286

Cash flows from financing activities:

Debtor-In-Possession loan 25,000,000
Deferred financing costs (750,000
Cash used to settle net share equity awards -

Net cash provided by/(used in) financing activities 24,250,000
Net increase in cash 12,815,134
Cash at beginning of period 19,682,724
Cash at end of period $32,497,858

The accompanying notes are an integral part of these Consolidated Financial Statements.

) 2,275,326

) (48,000
(78,535
(126,535

1,805,801
18,119,968
$19,925,769

)
)
)

12
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EAGLE BULK SHIPPING INC.
(DEBTOR-IN-POSSESSION)

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)

Note 1. Basis of Presentation and General Information

The accompanying consolidated financial statements include the accounts of Eagle Bulk Shipping Inc. and its
wholly-owned subsidiaries (collectively, the "Company", “we” or “our”’). The Company is engaged in the ocean
transportation of dry bulk cargoes worldwide through the ownership, chartering and operation of dry-bulk vessels. The
Company's fleet is comprised of Supramax and Handymax dry bulk carriers and the Company operates its business in

one business segment.

The Company is a holding company incorporated in 2005 under the laws of the Republic of the Marshall Islands and
is the sole owner of all of the outstanding shares or limited liability company interests of its subsidiaries. The primary
activity of each of the subsidiaries, other than the Company’s management subsidiaries, is the ownership of a vessel.
The operations of the vessels are managed by a wholly-owned subsidiary of the Company, Eagle Shipping
International (USA) LLC, a Republic of the Marshall Islands limited liability company.

As of September 30, 2014, the Company owned and operated a modern fleet of 45 oceangoing vessels comprised of
43 Supramax and 2 Handymax vessels with a combined carrying capacity of 2,451,259 dwt and an average age of
approximately 7.4 years.

The following table represents certain information about the Company's charterers that individually accounted for
more than 10% of the Company's gross charter revenue during the periods indicated:

% of Consolidated Charter Revenue
Three Months Ended Nine Months Ended
September 30, 2014 September 30, 2013 September 30, 2014 September 30, 2013

Charterer

Charterer A - 16% 11% 14%
Charterer B - - - 20%
Charterer C 37% - 26% -

13
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The accompanying consolidated financial statements have been prepared in accordance with generally accepted
accounting principles in the United States (“U.S. GAAP”), and the rules and regulations of the Securities and Exchange
Commission (“SEC”) which apply to interim financial statements and with the instructions to Form 10-Q and Article 10
of Regulation S-X. Accordingly, they do not include all of the information and footnotes normally included in
consolidated financial statements prepared in conformity with U.S. GAAP. They should be read in conjunction with

the consolidated financial statements and notes thereto included in the Company’s 2013 Annual Report on Form 10-K,
filed with the SEC on March 31, 2014.

The accompanying unaudited consolidated financial statements include all adjustments (consisting of normal
recurring adjustments) that management considers necessary for a fair statement of its consolidated financial position
and results of operations for the interim periods presented. The results of operations for the interim periods are not
necessarily indicative of the results that may be expected for the entire year.

The preparation of consolidated financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the consolidated financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates. The significant estimates and
assumptions of the Company are stock-based compensation, the useful lives of fixed assets and intangibles,
depreciation and amortization, the allowances for bad debt, and the fair value of derivatives and warrants.

Bankruptcy Filing

On March 19, 2014, the Company received waivers for the violation of the maximum leverage ratio covenant under
its Credit Agreement (As defined in note 8, below) as of December 31, 2013 and the expected violation of the
maximum leverage ratio and minimum interest coverage ratio covenants at March 31, 2014 (as amended, the
“Waivers”). The Waivers were extended through August 5, 2014, subject to certain conditions and the satisfaction of
certain milestones. Given the uncertainty as to whether the Company would be able to comply with the terms of the
Waivers within the time frames provided, the Company concluded that there was substantial doubt about its ability to
continue as a going concern until such time the Company was able to demonstrate that it had sufficient cash flows to
meet its ongoing needs. To address this risk of being able to continue as a going concern, the Company undertook
negotiations with its lenders to provide longer term covenant relief or to restructure its balance sheet and capital
structure. The financial statements have been prepared assuming the Company will continue as a going concern.

14
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On August 6, 2014, the Company entered into a restructuring support agreement (the “Restructuring Support
Agreement”) with lenders constituting the “Majority Lenders” (as such term is defined in the Credit Agreement) under its
Credit Agreement (the “Consenting Lenders”), which contemplated a plan of reorganization through a balance sheet
restructuring of the Company’s obligations upon the terms specified therein. On the same day, the Company filed a
voluntary prepackaged case (the “Prepackaged Case”) under chapter 11 of title 11 of the United States Code (the
“Bankruptcy Code”) in the United States Bankruptcy Court for the Southern District of New York (the “Court). The
Prepackaged Case was filed only in respect of the parent company, Eagle Bulk Shipping Inc., but not any of its
subsidiaries. Through the Prepackaged Case, the Company sought to implement a balance sheet restructuring pursuant
to the terms of its prepackaged plan of reorganization filed with the Court (the “Plan’). The Company continued to
operate its business as a “debtor in possession” under the jurisdiction of the Court and in accordance with the applicable
provisions of the Bankruptcy Code and orders of the Court.

The commencement of the Prepackaged Case constituted an event of default that accelerated the Company’s
obligations under the Credit Agreement, subject to an automatic stay of any action to collect, assert or recover a claim
against the Company and the application of the applicable provisions of the Bankruptcy Code.

As part of the Prepackaged Case, the Company obtained debtor-in-possession financing (the “DIP Loan Facility”), as
further described below, pursuant to authorization from the Court. The Company funded its ongoing operations during
the pendency of the Prepackaged Case through available borrowings under the DIP Loan Facility as well as cash
generated from operations.

Subsequent to the filing of the Prepackaged Case, the Company received approval from the Court to continue using its
existing cash management system and to pay or otherwise honor certain pre-petition obligations generally designed to
stabilize the Company’s operations, such as certain employee wages, salaries and benefits, certain taxes and fees,
customer obligations, obligations to logistics providers and pre-petition amounts owed to certain critical vendors. The
Company continued to honor payments to vendors and other providers in the ordinary course of business for goods
and services received after the filing date of the Prepackaged Case. The Company retained legal and financial
professionals to advise the Company in connection with the Prepackaged Case and certain other professionals to
provide services and advice in the ordinary course of business.

On September 22, 2014, the Court entered an order (the “Confirmation Order”) confirming the Plan. On October 15,
2014 (the “Effective Date”), the Company completed its balance sheet restructuring and emerged from Chapter 11
through a series of transactions contemplated by the Plan, and the Plan became effective pursuant to its terms.

Key components of the Plan included:

15
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Entry into a new senior secured credit facility (the “Exit Financing Facility”) as of October 9, 2014, in the amount of
$275 million (inclusive of a $50 million revolving credit facility).

The cancellation of all outstanding Equity Interests in the Company as of the Effective Date, with the current holders
of such Equity Interests (other than the Consenting Lenders on account of Amended Lender Warrants or shares of
common stock received upon conversion of the Amended Lender Warrants) receiving (i) shares of New Eagle
Common Stock equal to 0.5% of the total number of shares of New Eagle Common Stock issued and outstanding on
the Effective Date (subject to dilution by the New Eagle Equity Warrants and the Management Incentive Program),
and (ii) an aggregate of 3,040,540 New Eagle Equity Warrants. Each New Eagle Equity Warrant will have a 7-year
term (commencing on the Effective Date) and will be exercisable for one share of New Eagle Common Stock
(subject to adjustment as set forth in the New Eagle Equity Warrant Agreement and dilution by the Management
Incentive Program).

16
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The extinguishment of all loans and other obligations under the Credit Agreement as of the Effective Date, with the
current holders thereof receiving (i) new shares of the reorganized Company’s common stock equal to 99.5% of the
total number of shares of New Eagle Common Stock issued and outstanding on the Effective Date, subject to dilution
by the New Eagle Equity Warrants and the Management Incentive Program, and (ii) the Prepetition Credit Facility
Cash Distribution. On the Effective Date, the Credit Agreement was terminated, and the liens and mortgages
thereunder were released.

All claims of unsecured creditors of Eagle Bulk Shipping Inc. were unaffected and will be paid in full in the ordinary
course.

The establishment of a Management Incentive Program that provides senior management and certain other
employees of the reorganized Company with 2% of the New Eagle Common Stock (on a fully diluted basis) on the
Effective Date, and two tiers of options to acquire 5.5% of the New Eagle Common Stock (on a fully diluted basis)
with different strike prices based on the equity value for the reorganized Company and a premium to the equity
value, each of the foregoing to vest generally over a four year schedule through 25% annual installments
commencing on the first anniversary of the Effective Date. The Management Incentive Program also provides for the
reservation of certain additional shares for future issuance thereunder, as further described in the Plan.

The Plan also provided for certain releases of various parties by certain holders of claims against and equity interests
in the Company.

Exit Financing Facility

On October 9, 2014, Eagle Bulk Shipping Inc., as borrower, and certain of its subsidiaries, as guarantors, entered into
the Exit Financing Facility with certain lenders (the “Exit Lenders”). The Exit Financing Facility is in the amount of
$275 million, including a $50 million undrawn revolving credit facility, and matures on October 15, 2019. Amounts
drawn under the Exit Financing Facility bear interest at a rate of LIBOR plus a margin (the “Margin”) ranging between
3.50% and 4.00% per annum. The revolving credit facility is subject to an annual commitment fee of 40% of the
Margin. The Exit Financing Facility is described further in Note 8 below.

Registration Rights Agreement

On the Effective Date, and in accordance with the Plan, the Company entered into the Registration Rights Agreement
with certain parties that received shares of New Eagle Common Stock under the Plan. The Registration Rights
Agreement provided such parties with demand and piggyback registration rights.

New Eagle Equity Warrant Agreement

17
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On the Effective Date, and in accordance with the Plan, the New Eagle Equity Warrants were issued pursuant to the
terms of the New Eagle Equity Warrant Agreement. Each New Eagle Equity Warrant has a 7-year term (commencing
on the Effective Date) and are exercisable for one share of New Eagle Common Stock (subject to adjustment as set
forth in the New Eagle Equity Warrant Agreement and dilution by the Management Incentive Program). The New
Eagle Equity Warrants are exercisable at an exercise price of $27.82 per share (subject to adjustment as set forth in the
New Eagle Equity Warrant Agreement). The New Eagle Equity Warrant Agreement contains customary anti-dilution
adjustments in the event of any stock split, reverse stock split, stock dividend, reclassification, dividend or other
distributions (including, but not limited to, cash dividends), or business combination transaction.

Liquidity

As further described in Note 8, under the Credit Agreement, the Company had financial covenants that began in 2013
and became increasingly restrictive each quarter. The covenants were primarily driven by the calculation of Credit
Agreement EBITDA for the trailing twelve month periods, which is driven by charter hire rates. The Company met all
of its covenants in 2013, other than the maximum leverage ratio at December 31, 2013. That ratio was exceeded
primarily due to a recognized loss of $8.2 million on the Company’s shares of Korea Line Corporation (“KLC”) during
the fourth quarter of 2013, as further described under “Note 6 investment - Korea Line Corporation”. The Company
failed to meet both the maximum leverage ratio covenant and the minimum interest coverage ratio covenant at March
31, 2014 and June 30, 2014, and expected to fail both at their respective compliance measurement dates until the date
of emergence from bankruptcy.

10
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On March 19, 2014, the Company received waivers for the violation of the maximum leverage ratio covenant as of
December 31, 2013 and the violation of the maximum leverage ratio and minimum interest coverage ratio covenants
at March 31, 2014, from the Consenting Lenders. Under the terms of the Waivers, the Consenting Lenders agreed to
waive until June 30, 2014 certain potential events of default, subject to the Company's compliance with the terms,
conditions and milestones as set forth in the Waiver, including a milestone requiring the Company and the Consenting
Lenders to (i) agree on terms of a restructuring of the obligations outstanding under the Credit Agreement and (ii)
execute a binding restructuring support agreement or similar agreement documenting such agreed-upon terms, by
April 15, 2014.

On April 15, 2014, April 30, 2014, May, 15, 2014, May 31, 2014, June 5, 2014, June 27, 2014, and July 15, 2014, the
Company and the Consenting Lenders entered into a successive series of amendments to the Waivers extending the
term of the Waivers and postponing the milestones thereunder through August 5, 2014.

As consideration for the Consenting Lenders’ agreement to enter into the June 5, 2014 amendment (“Amendment No. 57)
to the Waivers and extend the milestone referred to above, Amendment No. 5 provided for a one-time forbearance fee
payable to each Lender entering into Amendment No. 5 (the “Forbearance Fee”), the form of which to be determined by
the Company, and the payment of which to be deferred, in accordance with the terms of Amendment No. 5. In

addition, Amendment No. 5 provided that following the request of either the Company or the majority of the holders

of the warrants to purchase common stock of the Company (the “Warrants”) issued under the Warrant Agreement, dated
as of June 20, 2012, between the Company and the other parties thereto (the “Warrant Agreement”), the Company and
Lenders constituting a majority of the holders of the Warrants would amend certain of the provisions of the Warrant
Agreement to eliminate the conditions restricting the exercise of the Warrants then outstanding, such that the Warrants
would be immediately exercisable. Upon the entry into such amendment, the Forbearance Fee would be forfeited.

Subsequently, the Company determined that it would not make the scheduled June 30, 2014 interest payment under
the Credit Agreement, and the Consenting Lenders agreed, pursuant to the June 27, 2014 amendment to the Waivers
(“Amendment No. 6”), to forbear from exercising any rights or remedies with respect to this otherwise due interest
payment until the termination of the forbearance period afforded by the Waivers. Interest was to continue to accrue on
the unpaid interest payment during the period of forbearance at the penalty rate specified in the Credit Agreement.

On July 2, 2014, the Company and certain of the lenders under its Credit Agreement (such lenders constituting
“Majority Holders” under the Warrant Agreement (as defined below)), entered into Amendment No. 1 to Warrant
Agreement (the “Warrant Amendment”), to amend certain of the terms of the Warrant Agreement, under which the
Company issued the Warrants. One-third of the Warrants were exercisable immediately on the issue date thereof, the
next third of the Warrants were exercisable when the price of the Company's common stock reached $10.00 per share
(subject to certain customary adjustments in the event of stock splits, reverse stock splits and certain distributions to

all holders of common stock) or when certain other events occurred (the “Trigger Price B Warrants”), and the last third
of the warrants were exercisable when the price of the Company's common stock reached $12.00 per share (subject to
the aforementioned adjustments) or when certain other events occurred (the “Trigger Price C Warrants”). The Warrant
Amendment eliminated the conditions restricting the exercise of the Trigger Price B Warrants and the Trigger Price C
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Warrants held by lenders under the Credit Agreement (collectively, the “Lender Warrants”), including the minimum
share price conditions described above, such that all such Lender Warrants were immediately exercisable. The
Warrant Amendment also included a prohibition on the trade or transfer by any such lender of its Warrants, or shares
of common stock received upon exercise thereof, except in connection with a transfer of such lender’s loans under the
Credit Agreement, for so long as the Waivers, as the same may be amended or modified from time to time, or any
successor agreement thereto, were in effect. In accordance with the terms of Amendment No. 5, the Forbearance Fee
was forfeited by the Consenting Lenders contemporaneously with the entry into the Warrant Amendment.

On August 6, 2014, the Company and each of its direct and indirect subsidiaries entered into the Restructuring
Support Agreement referenced above with the Consenting Lenders.

Accounting Guidance

The Company was required to apply Financial Accounting Standards Board (“FASB”) Accounting Standards
Codification (“ASC”) 852, Reorganizations , effective on August 6, 2014, which is applicable to companies in Chapter
11, which generally does not change the manner in which financial statements are prepared. However, it does require
that the financial statements for periods subsequent to the filing of the Prepackaged Case distinguish transactions and
events that are directly associated with the reorganization from the ongoing operations of the business. Revenues,
expenses, realized gains and losses, and provisions for losses that can be directly associated with the reorganization
and restructuring of the business must be reported separately as Reorganization items in the consolidated statements of
operations beginning in the quarter ending September 30, 2014. The balance sheet must distinguish pre-petition
Liabilities subject to compromise from both those pre-petition liabilities that are not subject to compromise and from
post-petition liabilities. The Company has evaluated creditors’ claims for other claims that may also have priority over
unsecured creditors. Liabilities that may be affected by a plan of reorganization must be reported at the amounts
expected to be approved by the Bankruptcy Court, even if they may be settled for lesser amounts as a result of the plan
or reorganization. In addition, cash used by reorganization items in the consolidated statements of cash flows are
disclosed in Note 3 — Cash Flow Information.

11
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In connection with the emergence from the Prepackaged Case, the Company believes it will qualify for fresh-start
accounting. Upon adoption of fresh-start accounting, the Company’s assets and liabilities will be recorded at their
value as of the fresh-start reporting date or emergence date. The fair values of the Company’s assets and liabilities as of
that date may differ materially from the recorded values of its assets and liabilities as reflected in its historical
consolidated financial statements. In addition, the Company’s adoptions of fresh-start accounting may materially
affect its results of operations following the fresh-start reporting dates, as the Company will have a new basis in its
assets and liabilities. Consequently, the Company’s historical financial statements may not be reliable indicators of its
financial condition and results of operations for any period after it adopts fresh-start accounting. The Company is in

the process of evaluating the potential impact of the fresh-start accounting on its consolidated financial statements.

See Note 15 — Subsequent Events for a further discussion of fresh-start accounting.

Note 2. New Accounting Pronouncements

In April 2014, the FASB issued an update Accounting Standards Update for Reporting Discontinued Operations and
Disclosures of Disposals of Components of an Entity, Presentation of Financial Statements, and Property Plant and
Equipment. Under this new guidance only disposals that represent a strategic shift that has (or will have) a major
effect on the entity’s results and operations would qualify as discontinued operations. In addition, the new guidance
expands the disclosure requirements for disposals that meet the definition of a discontinued operation and requires
entities to disclose information about disposals of individually significant components that do not meet the definition
of discontinued operations. The new standard is effective for interim and annual reporting periods in fiscal years that
begin after December 15, 2014. The Company is evaluating the potential impact of this adoption on its consolidated
financial statements.

In May 2014, the FASB issued Accounting Standards Update No. 2014-09, Revenue from Contracts with Customers
(“ASU 2014-09), which supersedes nearly all existing revenue recognition guidance under U.S. GAAP. The core
principle is that a company should recognize revenue when promised goods or services are transferred to customers in
an amount that reflects the consideration to which an entity expects to be entitled for those goods or services. ASU
2014-09 defines a five step process to achieve this core principle and, in doing so, more judgment and estimates may
be required within the revenue recognition process than are required under existing U.S. GAAP. The standard is
effective for annual periods beginning after December 15, 2016, and interim periods therein, and shall be applied
either retrospectively to each period presented or as a cumulative-effect adjustment as of the date of adoption. The
Company is evaluating the potential impact of the adoption of this standard on its consolidated financial statements.

In August 2014, the FASB issued ASU No. 2014-13, "Measuring the Financial Assets and the Financial Liabilities of
a Consolidated Collateralized Financing Entity." This ASU is intended to provide guidance for situations in which the
fair value of the financial assets of a collateralized financing entity differ from the fair value of its financial liabilities.
The provisions of this ASU are effective for interim and annual periods beginning after December 15, 2015. The
Company is evaluating the potential impact of the adoption of this standard on its consolidated financial statements.
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In August 2014, the FASB issued ASU No. 2014-15, "Disclosure of Uncertainties about an Entity's Ability to
Continue as a Going Concern." This ASU establishes specific guidance to an organization's management on their
responsibility to evaluate whether there is substantial doubt about the organization's ability to continue as a going
concern. The provisions of this ASU are effective for interim and annual periods beginning after December 15, 2016.
The Company is evaluating the potential impact of the adoption of this standard on its consolidated financial
statements.

Note 3. Cash Flow Information

The operating activities section of the Condensed Consolidated Statement of Cash Flows for the nine months ended
September 30, 2014, includes reorganization expenses in the amount of $15,483,981 (refer to Note 10), of which
$12,376,774 was paid through September 30, 2014 and $3,107,207 is included in accounts payable and accrued
expenses.

Note 4. Accounts receivable, net

Accounts receivable consist of the following:

September ~ December
30,2014 31,2013
Accounts receivable $14,043,988 $11,197,101
Less: Allowance for accounts receivable  (1,824,519) -
Accounts receivable, net $12,219,469 $11,197,101

Note 5. Vessels

Vessel and Vessel Improvements

At September 30, 2014, the Company’s operating fleet consisted of 45 dry bulk vessels.
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Vessel and vessel improvements:

Vessels and Vessel Improvements, at December 31, 2013 $1,639,555,368
Purchase of Vessel Improvements 149,756
Depreciation Expense (55,568,519 )
Vessels and Vessel Improvements, at September 30, 2014 $1,584,136,605

Note 6. Investment

Korea Line Corporation

Since 2007 the Company has had a chartering agreement with Korea Line Corporation (“KLC”). KLC experienced
financial troubles beginning in 2011 and failed to meet its contractual obligations to the Company. Since 2011, KLC
and the Company had modified the terms of its charter agreement a number of times; however, KLC continued to
experience financial difficulties. In the first quarter of 2013, a comprehensive termination agreement between the
Company and KLC became effective, as the settlement effectively terminated the charters with KLC. The Company
received a cash payment of $10.3 million; released $3.5 million of bunker liabilities to KLL.C; released an aggregate
$3.6 million balance related to KLC deferred revenue; released a $10.1 million balance related to the KLC
unamortized fair value of charters below and above contract value; received KLC shares valued at $5.9 million; and
received a note receivable valued at $2.7 million. The total aggregate consideration related to the KLC termination
agreement was $36.1 million of which the Company recorded revenue associated with the termination of $32.8
million, related to amounts previously owed but not recognized, and a termination gain of $3.3 million.

On May 9, 2013 the 538,751 additional KLC common shares were issued to the Company and were released from the
Korean Securities Depository on November 11, 2013. These shares replaced the note receivable recorded pursuant to
the January 3, 2013, termination agreement. The fair market value of the shares upon issuance was in excess of the
fair value of the receivable. As a result, we recorded an incremental gain of $25.6 million in the second quarter of
2013. Subsequent to June 30, 2013, the Company received payment on the remaining note receivable.

As of December 31, 2013 and September 30, 2014, the Company’s sole remaining interest in KLC is an investment in
capital stock.
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The KLC investment is designated as Available For Sale (“AFS”) and is reported at its fair value, with unrealized gains
and losses recorded in equity as a component of accumulated other comprehensive income (loss) (“AOCI”). The fair
value of KLC shares are determined from the market price as quoted on the Korean Stock Exchange and by

converting the South-Korean Won ("KRW”) extended value into USD with the exchange rate applicable on date of
conversion. The Company reviews the investment in KL.C for impairment on quarterly basis.

As of March 31, 2013, September 30, 2013 and December 31, 2013, the change in the fair value of our KLC
investment was considered as other-than-temporary, and therefore the Company recorded non-cash impairment losses
of $3.0 million, $7.3 million and $8.2 million, respectively, in other expenses in the first, third and fourth quarters of
2013, respectively.

The fair value of the KLC investments subsequent to September 30, 2014, has been recovered and increased in value.
During the nine month period, the KLC shares were volatile and at times valued above and below the Company's book
value. Therefore, the Company concluded that as of March 31, 2014, June 30, 2014 and September 30, 2014, the
change in the fair value of the KLC investment is “temporary,” and the Company recorded an unrealized loss of $2.1
million as of March 31, 2014, an unrealized gain of $1.4 million as of June 30, 2014 and an unrealized gain of $0.3
million as of September 30, 2014 in shareholders’ equity as a component of Accumulated Other Comprehensive
Income. No impairment charges were recognized for the nine months ended September 30, 2014.
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The following table represents KL.C capital stock which is recorded at fair value:

No of KLC Cost Basis-

Shares
Balance at

38,674
December 31, 2012
KLC Stock issued 585,983
KLC Stock sold (58,128)
Other-than-Temporary
Loss Adjustments
Balance at

566,529
December 31, 2013
Fair Value
Adjustments, net
Balance at

566,529
September 30, 2014

Fair Value
Adjusted

$963,119 $197,509

33,959,454 33,959,454

(2,690,768) (2,690,768)

(18,414,366) (17,648,756)

$13,817,439 $13,817,439

- (442,288)

$13,817,439 $13,375,151

Note 7. Liabilities Subject to Compromise

Unrealized
Gain / (Loss) re
ported in

(001

$(765,609)

765,609

$(442,288)

$(442,288)

Other-than- Gain/

Temporary (Loss) On

Loss reported Sale of

in Earnings- KLC

YTD Stock-YTD
(18,414,366)  (417,966)
$(18,414,366) $(417,966)
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As a result of the filing of the Prepackaged Case on August 6, 2014, the payment of pre-petition indebtedness is
subject to compromise or other treatment under a plan of reorganization. Generally, actions to enforce or otherwise
effect payment of pre-bankruptcy filing liabilities are stayed. Although payment of pre-petition claims generally is not
permitted, the Court granted the Company