[London & Overseas Freighters Limited L etterhead]

April 10, 1998

TO THE SHAREHOLDERS OF LONDON & OVERSEAS FREIGHTERS LIMITED

Enclosed is a Notice of a Special General Meeting of Shareholders ("Notice") of London &
Overseas Freighters Limited (the "Company™) which will be held at Mercury House, 101 Front Street, Hamilton,
Bermuda on Monday, May 11, 1998 at 11:30 A.M. (Bermudatime).

At the Special General Meeting, among other things, shareholders of the Company will consider and
vote upon an increase in the authorized ordinary share capital of the Company, par value $0.25 per share ("LOF
Ordinary Shares"), the issuance of LOF Ordinary Shares and warrants of the Company in connection with an
agreement and plan of amalgamation dated as of September 19, 1997, as amended (the "Amalgamation
Agreement™), providing for the amalgamation of Dolphin Limited ("Sub"), which is awholly-owned subsidiary of
the Company, with Frontline Ltd. ("Frontline") (the "Amalgamation") and the sale (the "Sale") at fair market value
of all of the assets and liabilities of Frontline to the Company. Pursuant to the Amalgamation Agreement, the
Company shall adopt the name "Frontline Ltd." and Frontline's Bye-Laws. If the Amalgamation becomes effective,
the amalgamated company resulting from the Amalgamation will immediately become a wholly-owned subsidiary
of the Company and holders of Frontline's ordinary shares, par value $1.00 per share ("Frontline Ordinary Shares"),
will be entitled to receive, in exchange for each Frontline Ordinary Share held by them, (i) 3.2635 LOF Ordinary
Shares with associated rights to purchase 1/4 of one LOF Ordinary Share ("Rights") and (ii) 0.1902 of a newly
issued warrant ("New Warrant") to purchase one LOF Ordinary Share with associated Rights, assuming 136,701,507
Frontline Ordinary Shares outstanding (the number of shares outstanding as of November 25, 1997) and no Frontline
shareholders will have perfected their dissenters' rights as of the effective time of the Amalgamation. Only whole
LOF Ordinary Shares and whole New Warrants will be issued in the conversion and exchange of Frontline Ordinary
Shares. The affirmative vote of the holders of not less than a majority of the LOF Ordinary Shares present in person
or by proxy and entitled to vote at the Special General Meeting shall be required to approve the matters set forth
above, except that approval by 66 2/3% of the outstanding LOF Ordinary Shares shall be required to approve the
adoption of Frontling's Bye-Laws. Shareholders of the Company (other than Frontline) will retain their existing
LOF Ordinary Shares after the Amalgamation. Based on the current number of outstanding shares of Frontline and
the Company and disregarding the New Warrants to be issued in connection with the Amalgamation, the Company’s
current shareholders (not including Frontline) will, after the Amalgamation, own approximately 3.2% of the
outstanding LOF Ordinary Shares.

These important transactions represent both a financial and strategic opportunity for the Company. |
believe that the Amalgamation and Sale also create potentially significant operating, purchasing, marketing and
chartering synergies which serve to increase vessel utilization, reduce costs and gain access to new markets.
Together, the combined company will embark on a strategy to become one of the largest publicly traded tanker
owning companies in the world.

On November 3, 1997, pursuant to the Amalgamation Agreement, seven members of the Board of
Directors of the Company resigned. Four directors designated by Frontline were at that time elected to the



Company’s Board and two existing directors of the Company continued to serve on the Board constituting the
present Board of Directors of the Company. In addition, | was appointed the Chairman and Chief Executive Officer
of the Company. The Company’s Board of Directors believes that the proposed Amalgamation and Sale, upon the
terms and conditions set forth in the Amalgamation Agreement described in the accompanying Joint Proxy
Statement/Prospectus, are in the best interests of the shareholders of the Company and therefore has recommended
that you vote in favor of increasing the authorized share capital of the Company and the issuance of LOF Ordinary
Shares and New Warrants to the shareholders of Frontline in connection with the Amalgamation. Additional
information regarding the Company proposals is set forth in the enclosed Joint Proxy Statement/Prospectus, and |
urge you to read this material carefully.

Frontline presently holds approximately 79.7% of the issued and outstanding L OF Ordinary Shares
and has agreed to vote its shares in favor of the Proposals set forth in the attached Notice.

You are cordialy invited to attend the meeting in person. Whether or not you plan to attend the
Special General Meeting, please sign, date and return as soon as possible the enclosed proxy in the enclosed
stamped, self-addressed envelope. If you attend the meeting, you may revoke your proxy and vote your sharesin
person.

Very truly yours,

/sl John Fredriksen
John Fredriksen,
Chairman and

Chief Executive Officer




LONDON & OVERSEAS FREIGHTERS LIMITED
Mercury House
101 Front Street
Hamilton HM 12, Bermuda

NOTICE OF SPECIAL GENERAL MEETING OF SHAREHOLDERS
MONDAY, MAY 11, 1998

TO THE SHAREHOLDERS OF LONDON & OVERSEAS FREIGHTERS LIMITED

NOTICE ISHEREBY given that a special general meeting (the "Special General Meeting") of
London & Overseas Freighters Limited (the "Company") will be held on Monday, May 11, 1998, at 11:30 A.M.,
Bermudatime, at Mercury House, 101 Front Street, Hamilton, Bermuda, for the following purposes, all of which are
more completely set forth in the accompanying Joint Proxy Statement/Prospectus:

1 To amend the Company’s Memorandum of Association in order to increase the authorized
share capital of the Company and to approve the issuance of ordinary shares of the
Company in connection with an agreement and plan of amalgamation dated as of
September 19, 1997, as amended, by and among Frontline Ltd., a Bermuda company
("Frontline"), Dolphin Limited, a Bermuda wholly-owned subsidiary of the Company
("Sub"), and the Company (the "Amalgamation Agreement") pursuant to which Sub will
amal gamate with Frontline (the "Amalgamation"), the separate corporate existence of
Frontline and Sub will cease, the amalgamated company resulting from the Amalgamation
will become awholly-owned subsidiary of the Company, the holders of the issued and
outstanding shares of Frontline ("Frontline Ordinary Shares") will receive (i) ordinary
shares of the Company ("LOF Ordinary Shares") with associated rights to purchase 1/4 of
one LOF Ordinary Share and (ii) 0.1902 of a newly issued warrant to purchase one LOF
Ordinary Share for each Frontline Ordinary Share held by them, assuming there are
outstanding 136,701,507 Frontline Ordinary Shares as of the effective time of the
Amalgamation and no holder of Frontline Ordinary Shares has perfected dissenters’ rights,
and the assets and liabilities of the amalgamated company will thereupon be sold at fair
market value to the Company (the "Sale").

2. Effective as of the date of the Sale, to rescind the Company’s Bye-Laws in their entirety
and approve the adoption of Frontline's amended and restated Bye-Laws in their entirety as
the Bye-Laws of the Company.

3. Effective as of the date of the Sale, to approve the change of the name of the Company to

"Frontline Ltd."

4, To transact such other business as may properly come before the meeting or any
adjournment thereof.

Resolution numbers one and three are ordinary resolutions, approval of which will require the affirmative vote of a
majority of the votes cast, while resolution number two is a special resolution, approval of which will require the
affirmative vote of 66 2/3% of the outstanding LOF Ordinary Shares.



The Company’s Board of Directors has fixed the close of business on April 6, 1998, as the record
date for the determination of the shareholders entitled to receive naotice of the Special General Meeting or any
adjournment thereof. Each registered holder of LOF Ordinary Shares on the date of the Special General Mesting,
however, will be entitled to vote at the Special General Meeting and will be entitled to appoint one or more proxies
to attend and vote in such shareholder’s place.

Holders of LOF Ordinary Shares and American Depositary Shares of the Company have no
dissenters' rights pursuant to Section 106(6) of The Companies Act of 1981 of the Islands of Bermuda, as amended.
See "Company Proposal 1 - Amendment to the Company’s Memorandum of Association to Increase the Authorized
Share Capital and Issuance of Ordinary Sharesin Connection with the Amalgamation - Dissenters' Rights" in the
accompanying Joint Proxy Statement/Prospectus. Frontline holds approximately 79.7% of the outstanding LOF
Ordinary Shares and has agreed to vote its shares for Proposals 1, 2, and 3 set forth above. Frontline has sufficient
voting power (and has agreed to vote its LOF Ordinary Shares) to secure the required approval of the Company’s
shareholdersin connection with the Company Proposals without the affirmative vote of any other shareholder of the
Company.

WHETHER OR NOT YOU PLAN TO ATTEND THE SPECIAL GENERAL MEETING,
PLEASE COMPLETE, DATE, SIGN AND RETURN THE ENCLOSED PROXY IN THE ENCLOSED
ENVELOPE, WHICH DOESNOT REQUIRE POSTAGE IF MAILED IN THE UNITED STATESOR THE
UNITED KINGDOM. THE VOTE OF EVERY SHAREHOLDER ISIMPORTANT AND YOUR
COOPERATION IN RETURNING YOUR EXECUTED PROXY PROMPTLY WILL BE APPRECIATED.
ANY SIGNED PROXY RETURNED AND NOT COMPLETED WILL BE VOTED BY THE CHAIRMAN
IN FAVOR OF ALL PROPOSALSPRESENTED BY THE BOARD.

If you attend the Special General Meeting, you may revoke your proxy and vote in person.

By Order of the Board of Directors,

/s/ Kate Blankenship
Kate Blankenship,
Secretary

April 10, 1998



[Frontline Ltd. letterhead]

April 10, 1998

TO THE SHAREHOLDERS OF FRONTLINE LTD.

Enclosed is a Notice of a special general meeting (the "Special General Meeting") of Shareholders
of Frontline Ltd. ("Frontline") which will be held at Mercury House, 101 Front Street, Hamilton, Bermuda on
Monday, May 11, 1998, at 11:00 A.M. (Bermudatime).

At the Special General Meeting, among other things, shareholders of Frontline will consider and
vote upon an Agreement and Plan of Amalgamation dated as of September 19, 1997, as amended (the
"Amalgamation Agreement"), providing for the amalgamation (the "Amalgamation") of Frontline with Dolphin
Limited ("Sub"), which is awholly-owned subsidiary of London & Overseas Freighters Limited (the "Company").
If the Amalgamation becomes effective, the amalgamated company resulting from such Amalgamation will
immediately become awholly-owned subsidiary of the Company, holders of Frontline' s ordinary shares, par value
$1.00 ("Frontline Ordinary Shares"), will be entitled to receive in exchange for each of their Frontline Ordinary
Shares (i) 3.2635 ordinary shares, par value $0.25 ("L OF Ordinary Share"), with associated rights to purchase 1/4 of
one LOF Ordinary Share for each Frontline Ordinary Share held by them ("Rights") and (ii) 0.1902 of a newly
issued warrant ("New Warrant") to purchase one LOF Ordinary Share with associated Rights assuming there are
outstanding 136,701,507 Frontline Ordinary Shares as of the effective time of the Amalgamation and no holder of
Frontline Ordinary Shares has perfected dissenters’ rights. Only whole LOF Ordinary Shares and whole warrants
will beissued in the conversion and exchange of Frontline Ordinary Shares. The amalgamated company shall
thereupon sell at fair market value all of its assets and liabilities to the Company (the "Sale€"), and the Company shall
adopt the name "Frontline Ltd." and Frontline's Bye-Laws. Based on the current outstanding share capital of
Frontline and disregarding the New Warrants to be issued in connection with the Amalgamation, current
shareholders of Frontline will own after the Amalgamation approximately 96.8% of the LOF Ordinary Shares.

Frontline presently holds 58,792,575 LOF Ordinary Shares (including 22,579,850 L OF Ordinary
Shares represented by American Depositary Shares of the Company) representing approximately 79.7% of the
73,725,816 issued and outstanding L OF Ordinary Shares. On November 3, 1997, pursuant to the Amalgamation
Agreement, four directors designated by Frontline were elected to the Board of Directors of the Company
constituting a majority of the Company’s Board. In addition, | was appointed Chairman and Chief Executive Officer
of the Company.

These important transactions represent both a financial and strategic opportunity for Frontline. |
believe that the Amalgamation and Sale also create potentially significant operating, purchasing, marketing and
chartering synergies which serve to increase vessel utilization, reduce costs and gain access to new markets.
Together, the combined companies will embark on a strategy to become one of the largest publicly traded tanker
owning companies in the world.

Subject to the shareholders of Frontline approving the proposed amendment to Frontline’ s Bye-
Laws by the affirmative vote of two-thirds of the votes cast, as discussed in the accompanying Joint Proxy
Statement/Prospectus, the affirmative vote of holders of not less than amagjority of the Frontline Ordinary Shares
present in person or by proxy and entitled to vote at the Special General Meeting will be required in order to approve
the Amalgamation and the Sale. Hemen Holding Ltd., which holds beneficially approximately 49.6% of the
outstanding Frontline Ordinary Shares, has agreed to vote in favor of the Amalgamation and the Sale, and has
indicated its intention to vote in favor of the amendment to Frontline's Bye-Laws. The Board of Directors of
Frontline believes that the proposed Amalgamation and Sale described in the accompanying Joint Proxy
Statement/Prospectus are in the best interests of the shareholders of Frontline and has recommended that you vote in



favor of amending and restating Frontline's Bye-Laws, the Amalgamation and the Sale. Additional information
regarding the Amalgamation is set forth in the enclosed Joint Proxy Statement/Prospectus, and | urge you to read
this material carefully.

You are cordialy invited to attend the Special General Meeting in person. Whether or not you plan
to attend the Special General Mesting, please sign, date and return as soon as possible the enclosed proxy in the
enclosed stamped, self-addressed envelope. If you attend the meeting, you may revoke your proxy and vote your
sharesin person.

Very truly yours,

/sl John Fredriksen
John Fredriksen,
Chairman and

Chief Executive Officer




FRONTLINELTD.
Mercury House
101 Front Street
Hamilton HM 12, Bermuda

NOTICE OF SPECIAL GENERAL MEETING OF SHAREHOLDERS
MONDAY, MAY 11, 1998

TO THE SHAREHOLDERS OF FRONTLINE LTD.

NOTICE ISHEREBY given that a special general meeting (the "Special General Meeting") of
Frontline Ltd. ("Frontline") will be held on Monday, May 11, 1998, at 11:00 A.M., Bermudatime, at Mercury
House, 101 Front Street, Hamilton, Bermuda, for the following purposes, all of which are more completely set forth
in the accompanying Joint Proxy Statement/Prospectus:

1 To approve the amendment and restatement of Frontline's Bye-Laws in their entirety.

2. To consider and vote upon a proposal to approve an agreement and plan of amalgamation
dated as of September 19, 1997, as amended, by and among Frontline, Dolphin Limited
("Sub"), a Bermuda wholly-owned subsidiary of London & Overseas Freighters Limited, a
Bermuda company (the "Company"), and the Company (the "Amalgamation Agreement™)
pursuant to which Sub will amalgamate with Frontline (the "Amalgamation"), the separate
corporate existence of Frontline and Sub will cease, the amalgamated company resulting
from the Amalgamation will become a wholly-owned subsidiary of the Company, the
holders of the issued and outstanding Frontline ordinary shares, par value $1.00 ("Frontline
Ordinary Shares"), will receive (i) 3.2635 ordinary shares, par value $0.25, of the Company
("LOF Ordinary Shares") with associated rights to purchase 1/4 of one LOF Ordinary Share
and (ii) 0.1902 of a newly issued warrant to purchase one LOF Ordinary Share for each
Frontline Ordinary Share held by them, assuming there are outstanding 136,701,507
Frontline Ordinary Shares as of the effective time of the Amalgamation and no holder of
Frontline Ordinary Shares has perfected dissenters’ rights, and the assets and liabilities of
the amalgamated company will thereafter be sold at fair market value to the Company (the
"Sale").

3. To transact such other business as may properly come before the Special General Meeting
or any adjournment thereof.

Frontline's Board of Directors has fixed the close of business on April 6, 1998 as the record date for
the determination of the shareholders entitled to notice of the Special General Meseting or any adjournment thereof.

Any holder of Frontline Ordinary Shares who does not vote in favor of the Amalgamation is entitled
to be paid the fair value of his shares. Any shareholder not satisfied that he has received fair value for his shares has
dissenters' rights pursuant to Section 106(6) of The Companies Act, 1981, as amended, of the Islands of Bermuda,
as amended (the "Companies Act"). See "Frontline Proposal 2 - The Amalgamation and Sale - Dissenters’ Rights"
in the accompanying Joint Proxy Statement/Prospectus. Hemen Holding Ltd., which owns beneficially
approximately 49.6% of the outstanding Frontline Ordinary Shares, has agreed to vote all of its sharesin favor of
amending Frontline' s Bye-Laws (which will require the affirmative vote of 66 2/3% of the votes cast at the Special



General Meeting), and in favor of the Amalgamation and the Sale (which will require the affirmative vote of a
majority of the Frontline Ordinary Shares present in person or by proxy and entitled to vote on such proposal if the
proposal to amend Frontline's Bye-Laws is adopted and approval of at least 75% of the outstanding Frontline
Ordinary Shares if that proposal is not adopted.

WHETHER OR NOT YOU PLAN TO ATTEND THE SPECIAL GENERAL MEETING,
PLEASE COMPLETE, DATE, SIGN AND RETURN THE ENCLOSED PROXY IN THE ENCLOSED
ENVELOPE, WHICH DOESNOT REQUIRE POSTAGE IF MAILED IN THE UNITED STATESOR THE
UNITED KINGDOM. THE VOTE OF EVERY SHAREHOLDER ISIMPORTANT AND YOUR
COOPERATION IN RETURNING YOUR EXECUTED PROXY PROMPTLY WILL BE APPRECIATED.
ANY SIGNED PROXY RETURNED AND NOT COMPLETED WILL BE VOTED BY THE CHAIRMAN
IN FAVOR OF ALL PROPOSALSPRESENTED BY THE BOARD.

If you attend the Special General Meeting, you may revoke your proxy and vote in person.

By Order of the Board of Directors,

/s/ Kate Blankenship
Kate Blankenship,
Secretary

April 10, 1998



PROSPECTUS
OF
LONDON & OVERSEAS FREIGHTERS LIMITED

446,125,368
LOF Ordinary Shares and Rights

26,000,000 Warrants

This prospectus relates to (a) 446,125,368 ordinary shares of London & Overseas Freighters
Limited, a Bermuda company (the "Company"), par value $0.25 per share ("LOF Ordinary Shares"), with associated
non-detachable rights to purchase one-quarter (1/4) of one LOF Ordinary Share ("Rights") and (b) 26,000,000
warrants to purchase 26,000,000 LOF Ordinary Shares ("New Warrants') with associated Rights to be issued by the
Company to shareholders of Frontline Ltd., a Bermuda company ("Frontling"), in connection with the agreement and
plan of amalgamation, dated as of September 19, 1997, as amended, by and among the Company, Dolphin Limited,
a Bermuda wholly-owned subsidiary of the Company ("Sub"), and Frontline (the "Amalgamation Agreement™),
pursuant to which, among other things, (i) Sub will amalgamate with Frontline (the "Amalgamation"),
(ii) Frontling' s shareholders will receive 3.2635 LOF Ordinary Shares with associated Rights and 0.1902 of a New
Warrant in exchange for each ordinary share, par value $1.00 of Frontline ("Frontline Ordinary Share"), held by
them, assuming 136,701,507 Frontline Ordinary Shares are outstanding at the effective time of the Amalgamation
(the "Effective Time") and no holders of Frontline Ordinary Shares have perfected dissenters’ rights, and (iii) the
amal gamated company resulting from the Amalgamation will become awholly-owned subsidiary of the Company.
Based on the current number of outstanding shares of Frontline and the Company and disregarding the New
Warrants, the Company’ s current shareholders (not including Frontline) will own, after the Amalgamation,
approximately 3.2% of the outstanding LOF Ordinary Shares. The company resulting from the Amalgamation is
hereinafter referred to as the " Amalgamated Company."

All fractional LOF Ordinary Shares that a Frontline shareholder would otherwise be entitled to
receive as aresult of the Amalgamation shall be aggregated, and if afractional share results from such aggregation,
such holder shall be entitled to receive, in lieu thereof, a cash payment (without interest) representing such
shareholder’ s proportionate interest in the net proceeds from the sale by the exchange agent (following the deduction
of applicable transaction costs), on behalf of al such holders, of LOF Ordinary Shares representing such fractions.
The number of LOF Ordinary Shares with associated Rights and the fraction of a New Warrant issued to each
shareholder of Frontline in exchange for each Frontline Ordinary Share will be rounded to the nearest ten-thousandth
as provided in the Amalgamation Agreement. See "The Amalgamation and Sal€" elsewhere herein. The Rights are
not exercisable until the occurrence of certain events, including, among other things, a significant acquisition of LOF
Ordinary Shares. Each Right entitles the holder to subscribe for and purchase one-quarter (1/4) of one LOF
Ordinary Share for a price of $1.50 per share until a person or group becomes an "Acquiring Person” (as defined in
the rights agreement related to the Rights), in which event each Right will entitle the holder, other than the
Acquiring Person, to purchase for such price LOF Ordinary Shares having a market value of up to eight times such
purchase price. The Rights expire on December 31, 2006 unless earlier redeemed. See "Rights Plan." Each New
Warrant will be exercisable to purchase one LOF Ordinary Share with associated Rights at a price of $1.591 per
share at any time from the Effective Time until the third anniversary thereof.

Immediately after the Amalgamation, all of Frontline's assets and liabilities vested in the
Amalgamated Company will be sold to the Company at their fair market value in consideration for a note (the



"Sale," and together with the Amalgamation, the "Transactions'), and, subject to shareholder approval, the name of
the Company will be changed to "Frontline Ltd." and Frontline’' s Bye-Laws will become the Bye-Laws of the
Company. Proposals relating to the increase in the authorized share capital of the Company, the issuance of LOF
Ordinary Shares in connection with the Amalgamation and certain other transactions contemplated by the
Amalgamation Agreement will be submitted to avote of the Company’s shareholders for their approval at the
Company’s Special General Mesting of Shareholdersto be held on Monday, May 11, 1998. This Prospectus also
serves as the Proxy Statement for such meeting and as the Proxy Statement for Frontline at its Special General
Meeting of Shareholders also to be held on May 11, 1998 (the "Joint Proxy Statement/Prospectus’). For a
discussion of risk factorsrelated to the Company and Frontline, see" Risk Factors' at pp. 12-17.

On September 29, 1997, Frontline commenced an all cash tender offer for not less than 50.1% of the
outstanding LOF Ordinary Shares together with all associated Rights (including LOF Ordinary Shares represented
by American Depositary Shares ("ADSs") of the Company) (the "Offer"). The Offer was intended to enable
Frontline to gain control of the Company and effect the Amalgamation. Accordingly, on November 3, 1997,
Frontline acquired approximately 79.7% of the outstanding LOF Ordinary Shares pursuant to the Offer. In
connection with the Amalgamation, the number of whole LOF Ordinary Shares with associated Rights to be issued
in exchange for each Frontline Ordinary Share will be determined (rounded to the nearest ten-thousandth of a share)
by dividing (x) the average closing US dollar price of a Frontline Ordinary Share on the Oslo Stock Exchange for
ten trading days selected by Frontline and the Company by lot out of the trading days commencing on and including
September 22, 1997 (the date of the public announcement of the execution of the Amalgamation Agreement) and
ending on and including October 24, 1997 (the second business day next preceding the expiration date of the Offer),
which average price was $5.19, by (y) 1.591 (the quotient of (x) and (y) being the "Exchange Ratio"). The number
of whole New Warrants to be issued in exchange for each Frontline Ordinary Share will be determined (rounded to
the nearest ten-thousandth of a New Warrant) by dividing (a) 26,000,000 by (b) the aggregate number of Frontline
Ordinary Shares to be canceled pursuant to the Amalgamation Agreement (the quotient of (a) and (b) being the
"Fraction"). Accordingly, 3.2635 LOF Ordinary Shares with associated Rights and, assuming 136,701,507 Frontline
Ordinary Shares are outstanding at the Effective Time and no holders of Frontline Ordinary Shares perfect
dissenters' rights, 0.1902 of a New Warrant would be issued in exchange for each Frontline Ordinary Share.

Consummation of the Amalgamation is subject to various conditions, including, among cthers. the
approval of the Minister of Finance of Bermuda and the Bermuda Monetary Authority (both of which approvals
have been given and received by the Company) and that no stop order suspending the effectiveness of the
Registration Statement (as hereinafter defined) shall be in effect and no proceedings for such purpose shall be
pending before or threatened by the U.S. Securities and Exchange Commission (the "Commission™). Conditionsto
the Transactions not required by applicable law may be waived by the parties on the terms set forth in the
Amalgamation Agreement.

CONSUMMATION OF THE AMALGAMATION IS CONDITIONED UPON APPROVAL BY
NOT LESSTHAN A MAJORITY OF THE LOF ORDINARY VOTES CAST AND NOT LESS THAN 66 2/3%
OF THE FRONTLINE ORDINARY VOTES CAST. FRONTLINE, WHICH HOLDS APPROXIMATELY 79.7%
OF THE OUTSTANDING LOF ORDINARY SHARES, HAS AGREED TO VOTE ITSSHARESIN FAVOR OF
THE TRANSACTIONS, THE ADOPTION OF FRONTLINE'SBYE-LAWSBY THE COMPANY AND THE
OTHER MATTERS SET FORTH IN THE ACCOMPANY ING NOTICE OF MEETING TO THE COMPANY’S
SHAREHOLDERS. HEMEN HOLDING LTD., WHICH HOLDS APPROXIMATELY 49.6% OF THE
OUTSTANDING FRONTLINE ORDINARY SHARES, HASAGREED TO VOTE ITSSHARES IN FAVOR OF
THE TRANSACTIONS AND THE PROPOSED AMENDMENTS TO FRONTLINE'SBYE-LAWSAND TO
CAUSE FRONTLINE TOVOTE ITSLOF ORDINARY SHARESIN FAVOR OF ALL THE COMPANY
PROPOSALS.

FOR INFORMATION CONCERNING SPECIAL CONSIDERATIONS RELATING TO THE
AMALGAMATION AND SALE, SEE "COMPANY PROPOSAL 1- AMENDMENT TO THE COMPANY’S



MEMORANDUM OF ASSOCIATION TO INCREASE THE AUTHORIZED SHARE CAPITAL AND
ISSUANCE OF ORDINARY SHARES IN CONNECTION WITH THE AMALGAMATION - SUMMARY OF
THE AMALGAMATION AND SALE" AND "FRONTLINE PROPOSAL 2 - SPECIAL CONSIDERATIONS
RELATING TO THE AMALGAMATION."

Following the completion of the Transactions, the LOF Ordinary Shares are expected to continue to
be listed on the London Stock Exchange ("L SE") (for aperiod of at least six months) and to be listed on the Oslo
Stock Exchange, the ADSs (each representing ten LOF Ordinary Shares and evidenced by American Depositary
Receipts ("ADRs")) are expected to continue to be listed on the National Association of Securities Dealers, Inc.’s
Nasdag National Market ("NASDAQ/NM"), and the Company intends to change the trading symbol for the ADSs
on the NASDAQ/NM to "FRONY ."

No person is authorized to give any information or to make any representation not contained in this
Joint Proxy Statement/Prospectus and, if given or made, such information or representation should not be relied
upon as having been authorized. This Joint Proxy Statement/Prospectus does not constitute an offer to sell, or a
solicitation of an offer to purchase, the securities offered by this Joint Proxy Statement/Prospectus, or the solicitation
of aproxy, in any jurisdiction, to or from any person to whom it is unlawful to make such offer or solicitation of an
offer or proxy solicitation in such jurisdiction. Neither the delivery of this Joint Proxy Statement/Prospectus nor any
distribution of the securities made under this Joint Proxy Statement/Prospectus shall, under any circumstances,
create any implication that there has been no change in the information set forth herein since the date of this Joint
Proxy Statement/Prospectus.

This Joint Proxy Statement/Prospectus does not cover any resales of LOF Ordinary Shares or New
Warrants to be received by Frontline' s shareholders upon consummation of the Amalgamation, and no person is
authorized to make use of this Joint Proxy Statement/Prospectus in connection with any such resale.

THE SECURITIESTO BE ISSUED IN THE AMALGAMATION HAVE NOT BEEN
APPROVED OR DISAPPROVED BY THE COMMISSION NOR HAS THE COMMISSION PASSED UPON
THE ACCURACY OR ADEQUACY OF THIS PROSPECTUS. ANY REPRESENTATION TO THE
CONTRARY ISA CRIMINAL OFFENSE.

The date of this Joint Proxy Statement/Prospectus
isApril 10, 1998.



AVAILABLE INFORMATION

The Company has filed a Registration Statement on Form F-4 with the Commission pursuant to the
Securities Act of 1933, as amended, with respect to the LOF Ordinary Shares and New Warrants offered hereby (the
"Registration Statement™). This Joint Proxy Statement/Prospectus does not contain all the information set forth in
the Registration Statement and the exhibits and schedules thereto. For further information with respect to Frontline,
Sub, the Company and the LOF Ordinary Shares and New Warrants offered hereby, reference is hereby made to the
Registration Statement, including the exhibits and schedules thereto.

The Company is subject to the informational requirements of the Securities Exchange Act of 1934,
as amended (the "Exchange Act"), and in accordance therewith files certain reports and other information with the
Commission. The Company currently files annual reports on Form 20-F and quarterly reports on Form 6-K with the
Commission and, following the Amalgamation, is expected to continue to file with the Commission. The Company
also will provide quarterly reports to the Oslo Stock Exchange and will continue to provide quarterly reports to the
LSE. The Registration Statement, such reports and other information can be inspected and copied at the public
reference facilities of the Commission, 450 Fifth Street, N.W., Washington, D.C. 20549 and at the following
regional offices of the Commission: 7 World Trade Center, New Y ork, New Y ork 10040 and 500 West Madison
Street, Chicago, Illinois 60661-2511, and copies of such materials can be obtained from the Public Reference
Section of the Commission, 450 Fifth Street, N.W., Washington, D.C. 20549, at prescribed rates. The Commission
also maintains an Internet site on the world-wide web at <http://www.sec.gov> that contains reports and other
information. Asa"foreign private issuer," the Company is not subject to the rules governing proxy statements set
forth in Section 14(a), (b) or (c) of the Exchange Act or the related rules adopted by the Commission pursuant to the
Exchange Act. In addition, the Company is not required to, and currently does not, file its reports electronically with
the Commission.

ADSs, each representing ten LOF Ordinary Shares and evidenced by ADRs, are listed on the
NASDAQ/NM under the symbol "LOFSY."

REFERENCESTO"$" OR"DOLLARS"

In this Joint Proxy Statement/Prospectus, al referencesto "$" or "Dollars’ shall mean United States
Dollars.

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING STATEMENTS

Certain statements contained in this Joint Proxy Statement/Prospectus, including any forecasts,
projections and descriptions of anticipated synergies, and certain statements incorporated by reference from
documents filed with the Commission by the Company, including any statements contained herein or therein
regarding the development or possible assumed future results of operations of the Company’s and Frontline's
businesses, the markets for the Company’s and Frontling’ s services, anticipated capital expenditures, regulatory
developments and the effects of the Transactions, any statements preceded by, followed by or that include the words
"believes," "expects," "anticipates" or similar expressions, and other statements contained or incorporated by
reference herein regarding matters that are not historical facts, are or may constitute forward-looking statements (as
such term is defined in the Private Securities Litigation Reform Act of 1995). Because such statements are
inherently subject to risks and uncertainties, actual results may differ materially from those expressed or implied by
such forward-looking statements. All written and oral forward-looking statements attributable to the Company or
persons acting on its behalf are expressly qualified in their entirety by the cautionary statements set forth or referred
to abovein this paragraph. Shareholders are cautioned not to place undue reliance on such forward-looking
statements. Neither the Company nor Frontline undertakes any obligation to release publicly any revisions to these
forward-looking statements to reflect events, circumstances or unanticipated events occurring after the date hereof.



INCORPORATION OF CERTAIN DOCUMENTSBY REFERENCE
The following documents filed with the Commission by the Company are hereby incorporated by reference:
D The Company’s Annual Report on Form 20-F for the fiscal year ended March 31, 1997 (File No. 0-22704);

2 The Company’s Quarterly Reports on Form 6-K for the quarters ended March 31, June 30, September 30
and December 31, 1997 (File No. 0-22704);

3 The Company’s Current Reports on Form 6-K filed September 24, 1997; and November 5, 1997 (File No.
0-22704).

4 The Company’s Registration of Rights on Form 8-A filed December 9, 1996 (File No. 0-22704).

All documents filed by the Company with the Commission pursuant to Sections 13(a) or 15(d) of
the Exchange Act subsequent to the date hereof and prior to the termination of the offering of any securities hereby
shall be deemed to be incorporated by reference into this Joint Proxy Statement/Prospectus and to be a part hereof
from the date of filing of such documents. See"Available Information." Any statement contained in a document
incorporated by reference shall be deemed to be modified or superseded for purposes hereof to the extent that a
statement contained herein modifies or supersedes such statement. Any statement so modified or superseded shall
not be deemed to constitute a part hereof except as so modified or superseded.

The Company hereby undertakes to provide without charge to each person, including any beneficial
owner, to whom this Joint Proxy Statement/Prospectus is delivered, upon written or oral request by such person, a
copy of any and all of the information that has been incorporated by reference in this Joint Proxy
Statement/Prospectus. Please direct such requests to London & Overseas Freighters Limited, Document Request,
P.O. Box HM 1593, Mercury House, 101 Front Street, Hamilton HM GX, Bermuda; or tel ephone (441)295-9500.

ENFORCEABILITY OF CIVIL LIABILITIES

The Company is a Bermuda company, and its executive offices and administrative activities and
assets, as well as those of certain of the experts named herein, are located outside the United States. Asaresult, it
may be difficult for investors to effect service of process within the United States upon the Company or such persons
or to enforce both in the United States and outside the United States judgments against the Company or such persons
obtained in United States courts in any action, including actions predicated upon the civil liability provisions of the
federal securities laws of the United States. In addition, most of the directors and officers of the Company are
residents of jurisdictions other than the United States, and all or a substantial portion of the assets of such persons
are or may be located outside the United States. Asaresult, it may be difficult for investors to effect service of
process within the United States upon such persons or to enforce against them judgments obtained in United States
courts, including judgments predicated upon the civil liability provisions of the federal securities laws of the United
States. The Company has been advised by itslegal counsel in Bermuda, Conyers, Dill & Pearman, that thereis
uncertainty as to whether the courts of Bermudawould (i) enforce judgments of United States courts obtained
against the Company or such persons predicated upon the civil liability provisions of the federal securities laws of
the United States or (ii) entertain original actions brought in Bermuda courts against the Company or such persons
predicated upon the federal securities laws of the United States.
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JOINT PROXY STATEMENT
FOR
SPECIAL GENERAL MEETINGS OF SHAREHOLDERS
OF LONDON & OVERSEAS FREIGHTERS LIMITED AND
FRONTLINELTD.
TO BEHELD ON MAY 11, 1998

Thisjoint proxy statement/prospectus (the "Joint Proxy Statement/Prospectus') and the enclosed
form of proxy are being furnished to the holders of the (A) (i) ordinary shares, par value $0.25 per share ("LOF
Ordinary Shares"), of London & Overseas Freighters Limited, a Bermuda company (the "Company"), and
(ii) American Depositary Shares ("ADSs") of the Company (each ADS representing ten (10) LOF Ordinary Shares
and evidenced by American Depositary Receipts ("ADRS") (the ADSs together with the LOF Ordinary Shares being
collectively referred to as the "Shares")), and (B) ordinary shares, par value $1.00 per share ("Frontline Ordinary
Shares"), of Frontline Ltd., a Bermuda company ("Frontline"), in connection with the solicitation by the Boards of
Directors of the Company and Frontline of proxies for use at the Special General Meetings of the Company and
Frontline (the "Special General Meetings") to be held at Mercury House, 101 Front Street, Hamilton, Bermuda, at
11:30 A.M., Bermudatime, on Monday, May 11, 1998, and at Mercury House, 101 Front Street, Hamilton,
Bermuda, at 11:00 A.M., Bermudatime, on Monday, May 11, 1998, respectively, and at any adjournments or
extensions thereof. This Joint Proxy Statement/Prospectus al so serves as the prospectus of the Company with regard
to the offering by the Company of 446,125,368 newly issued LOF Ordinary Shares with associated non-detachable
rights to purchase one-quarter (1/4) of one LOF Ordinary Share ("Rights"') and 26,000,000 warrants each to purchase
one LOF Ordinary Share with associated Rights (the "New Warrants") to shareholders of Frontline in connection
with the Amalgamation referred to below. This Joint Proxy Statement/Prospectus, the notices of the Special General
Meetings and the forms of proxy are being mailed to shareholders of Frontline and the Company, respectively, on or
about April 14, 1998.

Each registered holder of Shares or of Frontline Ordinary Shares at the close of business on April 6,
1998 (the "Record Date") is entitled to receive notice of the Special General Mesting of the Company or Frontline,
respectively. Each registered holder of Shares or of Frontline Ordinary Shares at the time of the respective Special
General Meetings and any adjournments or extensions thereof is entitled to one vote for each LOF Ordinary Share or
each Frontline Ordinary Share, as the case may be, held by such holder on all matters properly presented at the
respective Special General Mestings, and any adjournments or extensions thereof. As of the Record Date,
73,725,816 LOF Ordinary Shares (including 58,792,575 LOF Ordinary Shares purchased by Frontline pursuant to
that certain tender offer (the "Offer"), which commenced September 29, 1997, and expired on October 28, 1997, to
purchase not less than 50.1% of the issued and outstanding Shares together with all associated Rights at a price of
$1.591 per LOF Ordinary Share (or $15.91 per ADS) net to the seller in cash and without interest thereon (the "Offer
Price")), are entitled to vote at the Special General Meeting of the Company. As of the Record Date, 136,701,507
Frontline Ordinary Shares are entitled to vote at the Special General Meeting of Frontline. In the event there are not
sufficient votes for approval of any of the mattersto be voted upon at the Special General Mestings, the Special
General Meetings may be adjourned to permit further solicitation of proxies.

A shareholder of the Company or Frontline, as the case may be, may revoke his or her proxy at any
time prior to itsuse. Y ou are urged to indicate the way you wish to vote on each matter in the appropriate space
provided in the enclosed proxy.

Company Proposals

In the case of the Company, unless otherwise specified, a proxy will be voted by the persons named
in the proxy: (1) FOR amending the Company’s Memorandum of Association in order to increase the Company’s
authorized capital to $250,000,000 (equivalent to 1,000,000,000 LOF Ordinary Shares) and FOR issuing LOF
Ordinary Shares in connection with the agreement and plan of amalgamation dated as of September 19, 1997, as



amended, by and among the Company, Dolphin Limited, a Bermuda wholly-owned subsidiary of the Company
("Sub"), and Frontline (the "Amalgamation Agreement") pursuant to which, among other things, Sub will

amal gamate with Frontline, the separate corporate existence of Frontline and Sub will cease, the amalgamated
company (the "Amalgamated Company") resulting from such amalgamation will become awholly-owned subsidiary
of the Company (the "Amalgamation"), the holders of the issued and outstanding Frontline Ordinary Shares will
receive in the aggregate approximately four hundred forty-six million, one hundred twenty-five thousand three
hundred sixty-eight (446,125,368) LOF Ordinary Shares and twenty-six million (26,000,000) New Warrants as
provided herein, and the assets and liabilities of Frontline will be sold to the Company at their fair market value (the
"Sale," and together with the Amalgamation, the "Transactions'); (2) FOR rescinding the Company’s Bye-Laws in
their entirety and approving and adopting Frontline’'s amended and restated Bye-Laws in their entirety as the Bye-
Laws of the Company, effective on the date of the Sale; (3) FOR approval of the change of name of the Company to
"Frontline Ltd." effective on the date of the Sale; and (4) in their discretion, upon any other business which properly
comes before the meeting.

The affirmative vote of the holders of not less than a mgjority of the votes cast of LOF Ordinary
Shares represented at the Special General Meeting of the Company is required to approve the amendment to the
Company’s Memorandum of Association to increase the Company’ s authorized share capital and the issuance of
LOF Ordinary Sharesin connection with the Amalgamation pursuant to Company Proposal 1, and approve the
change of name to "Frontline Ltd." pursuant to Company Proposal 3. Pursuant to the Bye-Laws of the Company,
the affirmative vote of not less than 66 2/3% of the outstanding LOF Ordinary Sharesisrequired to rescind the
Company’s Bye-Laws and to approve and adopt Frontline's amended and restated Bye-L aws as the Bye-Laws of the
Company, pursuant to Company Proposal 2.

Frontline as holder of approximately 79.7% of the outstanding L OF Ordinary Shares has agreed to
vote al its sharesin favor of Company Proposals 1, 2 and 3. Accordingly, all such Proposals are expected to be
adopted.

Frontline Proposals

In the case of Frontline, unless otherwise specified, a proxy will be voted by the persons named in
the proxy: (1) FOR the amendment and restatement of Frontline's Bye-Lawsin their entirety; (2) FOR approval of
the Amalgamation Agreement, the Amalgamation and the Sale; and (3) in their discretion, upon any other business
which properly comes before the meeting.

The affirmative vote of not less than 66 2/3% of the Frontline Ordinary Shares cast is required to
approve the amendment and restatement of Frontline's Bye-Laws pursuant to Frontline Proposal 1, and, subject to
the approval of Frontline Proposal 1, the affirmative vote of not less than a majority of the Frontline Ordinary Shares
isrequired to approve the Amalgamation and Sale pursuant to Frontline Proposal 2. If shareholder approval of
Frontline Proposal 1 is not obtained, the present Bye-Laws will remain in effect. In such event, the affirmative vote
of 75% of the outstanding Frontline Ordinary Shares will be required to approve the Amalgamation and Sale.

Hemen Holding Ltd. ("Frontling’ s Principal Shareholder"), which holds beneficially approximately
49.6% of the outstanding Frontline Ordinary Shares as of the Record Date, has agreed that all of such shares will be
voted in favor of Frontline Proposals 1 and 2.

In the event that the Amalgamation is not consummated by May 22, 1998, the Amalgamation
contemplated in the Amalgamation Agreement will be restructured, and the Company will be amalgamated with a
newly-formed wholly-owned subsidiary of Frontline. See "The Amalgamation and Sale - Overview - The
Alternative Amalgamation"” at p. 28.



All information contained in this Joint Proxy Statement/Prospectus with respect to the Company and
Sub has been supplied by the Company. All information with respect to Frontline has been supplied by Frontline.

Y our proxy should be completed, dated, signed and returned promptly in the enclosed business reply
envelope. Any person giving aproxy may revoke it at any time before its use by delivering a written notice of
revocation to the Secretary of the Company or Frontline, as applicable, or by attending the applicable Special
General Meeting and voting in person.

SUMMARY

Thefollowingisa brief summary of certain information contained in this Joint Proxy
Statement/Prospectus and is not a complete statement of all material information relating to the mattersto be
considered at the Special General Meetings. It isqualified in itsentirety by referenceto more detailed
information contained elsewherein this Joint Proxy Statement/Prospectus, the accompanying exhibits and
the other documentsreferred to herein.

Introduction

The proposals set forth in this Joint Proxy Statement/Prospectus for each of the Company and
Frontline relate to matters deemed necessary or desirable in connection with the proposed combination by the
Company and Frontline of their businesses (the "Combination").

The Tender Offer. In thefirst stage of the Combination, Frontline conducted an all cash tender offer
for LOF Ordinary Shares (including ADSs representing LOF Ordinary Shares). Asaresult of such tender offer, as
of the Record Date, Frontline holds approximately 79.7% of the LOF Ordinary Shares. On November 3, 1997, the
Company’s Board of Directors (the "Company’s Board") was reconstituted so that Frontline' s designees now
constitute a majority of the Company’s Board. In addition, on November 3, 1997, John Fredriksen became the
Chairman and Chief Executive Officer of the Company. See "Recent Developments - The Tender Offer.”

The Amalgamation. In the second stage of the Combination, Frontline will be amalgamated with
Sub, and the Amalgamated Company will become a wholly-owned subsidiary of the Company, which, in turn, will
issue 3.2635 L OF Ordinary Shares with associated Rights and a Fraction of a New Warrant in exchange for each
outstanding Frontline Ordinary Share, al pursuant to the terms and conditions of the Amalgamation Agreement and
as provided in that certain warrant agreement (the "Warrant Agreement™) to be entered into between Christiania
Bank, as warrant agent, and the Company. See"The Amalgamation and Sale" elsewhere herein. Accordingly,
assuming no other issuances or adjustments, Frontline's present shareholders and the Company’ s present
shareholders will own approximately 96.8% and 3.2%, respectively, of the Company’s outstanding share capital,
while the Company will own Frontline (amalgamated with Sub) as a wholly-owned subsidiary. Holders of New
Warrants shall be entitled to purchase from the Company from the effective time of the Amalgamation (the
"Effective Time") until the third anniversary thereof one whole LOF Ordinary Share with associated Rights for each
whole New Warrant at the purchase price of $1.591 per share, subject to any adjustments thereto (the "Exercise
Price"), as provided in the Warrant Agreement. See "The Amalgamation and Sale."

The Sale. Inthethird stage of the Combination (which will occur simultaneously with or shortly
after the second stage), in order to combine the assets and liabilities of the two companies, the Company will
purchase the Frontline assets and liabilities vested in the Amalgamated Company at fair market value in exchange
for anote. Thisnote will then be transferred by way of distribution from the Amalgamated Company to the
Company which will then cancel the note. In addition, subject to shareholder approval, the Company will adopt
Frontline's Bye-Laws and rename itself "Frontline Ltd." See"The Amalgamation and Sale."




The complete text of the Amalgamation Agreement, as amended (exclusive of schedules and
inclusive of exhibits), is attached hereto as Exhibit A and isincorporated by reference. The Amalgamation
Agreement should be read in its entirety.

The Parties

The Company. The Company was organized under the laws of Bermuda on June 12, 1992, as the
successor to London & Overseas Freighters Plc, acompany incorporated in England and Wales, and isengaged in
the ownership and operation of oil tankers that transport crude oil and oil products to and from ports primarily in the
United States and Europe. The principal executive offices of the Company are located at Mercury House, 101 Front
Street, Hamilton HM GX, Bermuda, telephone (441) 295-9500.

Sub. Sub was organized under the laws of Bermuda on September 4, 1997, as a wholly-owned
subsidiary of the Company. The principal executive offices of Sub are located at Mercury House, 101 Front Strest,
Hamilton HM GX, Bermuda, telephone (441) 295-9500.

Frontline. Frontline was organized under the laws of Bermuda on April 29, 1997, as the successor
to Frontline AB, a Swedish company ("Frontline AB"). Frontline is a holding company which owns a number of
subsidiaries engaged primarily in the ownership and operation of oil tankers and oil/bulk/ore ("OBQ") carriers.
Frontline also owns three vessels that transport wood-chips and wood by-products and chartersin one Suezmax
tanker and one OBO carrier. The principal executive offices of Frontline are located at Mercury House, 101 Front
Street, Hamilton HM 12, Bermuda, telephone (441) 295-6935.

Date, Time, Place and Purpose of Special General Meetings

The Specia Genera Meeting of the Company will be held on Monday, May 11, 1998, at
11:30 A.M., Bermudatime, at Mercury House, 101 Front Street, Hamilton, Bermuda, and the Special General
Meeting of Frontline will be held on Monday, May 11, 1998, at 11:00 A.M., Bermudatime, at Mercury House, 101
Front Street, Hamilton, Bermuda. At the respective Special General Mestings, the Boards of Directors of the
Company and Frontline will seek the approval of their shareholders of certain actions in connection with the
Combination. Shareholders of Frontline will vote on the amendment and restatement of Frontling's Bye-Laws and
the Amalgamation and Sale. The Company’s shareholderswill be asked to approve an amendment to the
Company’s Memorandum of Association to increase the Company’s authorized share capital to $250,000,000
(equivalent to 1,000,000,000 LOF Ordinary Shares) and the issuance of LOF Ordinary Shares and New Warrantsto
the shareholders of Frontline in connection with the Amalgamation, to rescind the Company’s Bye-Laws and to
approve and adopt Frontline's amended and restated Bye-L aws as the Bye-L aws of the Company, to change the
name of the Company to "Frontline Ltd." effective as of the date of the Sale. In addition to voting upon the
Amalgamation and Sale, Frontline' s shareholders will be asked to approve its amended and restated Bye-Laws.

Vote Required
Company

The affirmative vote of the holders of not less than a mgjority of the votes cast of LOF Ordinary
Shares represented at the Special General Meeting of the Company is required to approve the amendment to the
Company’s Memorandum of Association to increase the Company’s authorized share capital and the issuance of
LOF Ordinary Sharesin connection with the Amalgamation pursuant to Company Proposal 1, and approve the
change of name of the Company to "Frontline Ltd." pursuant to Company Proposal 3. The affirmative vote of not
less than 66 2/3% of the outstanding LOF Ordinary Shares is required to rescind the Company’s Bye-Laws and to
approve and adopt Frontline's amended and restated Bye-L aws as the Bye-Laws of the Company, pursuant to
Company Proposal 2.



Frontline has agreed to vote all of its Sharesin favor of all of such proposals. Frontline has
sufficient voting power to secure the required approval of the Company’s shareholders in connection with these
proposals without the affirmative vote of any other shareholder of the Company.

Frontline

The affirmative vote of not less than 66 2/3% of the Frontline Ordinary Shares cast is required to
approve the amendment and restatement of Frontline's Bye-Laws pursuant to Frontline Proposal 1, and, subject to
the approval of Frontline Proposal 1, the affirmative vote of not less than a majority of the outstanding Frontline
Ordinary Shares s required to approve the Transactions pursuant to Frontline Proposal 2.

Frontline’ s Principal Shareholder has agreed to vote its Frontline Ordinary Sharesin favor of
Frontline Proposals 1 and 2.

Interests of Certain Persons
Interest of John Fredriksen

John Fredriksen is Chairman and Chief Executive Officer of Frontline and Chairman and Chief
Executive Officer of the Company. Mr. Fredriksen indirectly controls Frontling’s Principal Shareholder. Assuming
consummation of the Amalgamation and no new share issuances or adjustments to the Exchange Ratio (as
hereinafter defined), Frontline’ s Principal Shareholder will hold approximately 48.0% of the outstanding LOF
Ordinary Shares.

Acceleration of Stock Options Held by Officersand Directors of the Company

Certain current and former directors and officers of the Company may be deemed to have interests
(summarized below) in the Transactions that are in addition to their interests, if any, as holders of LOF Ordinary
Shares and that are potentially in conflict with the interests of the shareholders of the Company generally. The
Company’ s Board and the Board of Directors of Frontline were aware of these interests and considered them, among
other factors, in approving the Transactions and making their recommendations to their shareholders.

Pursuant to the terms of the Company’s Bermuda Employee Share Option Scheme, options for LOF
Ordinary Shares held by officers and directors of the Company under such plan will accelerate and become
exercisable upon the termination of their employment with the Company.

The following table sets forth for each officer and director of the Company prior to November 3,
1997, having unvested options subject to acceleration, the number of options subject to acceleration and the
weighted average per share exercise price of such options:



Weighted Aggregate

Number of Average Value of
Stock Options Per Share Options
Subject to Exercise Subject to
Name Acceleration Price Acceleration (1)
Miles A. KUIUKUNGIS........ccccoeerireeinireriesess e 10,000 $1.173 $3,936
HUW D. SPIErs(2).....covevrueererieresieesesieenesieeseseeseees 10,000 $1.173 $3,936

(1) Based ontheclosing price for the LOF ADSs on the National Association of Securities Dealers, Inc.’s Nasdaqg
National Market ("NASDAQ/NM") on January 21, 1998.

(2) Mr. Spiers has ceased to be an officer of the Company.
Frontline Designated Directors

Since November 3, 1997, the Company’s Board has been comprised of six directors, four of whom
are designees of Frontline and two of whom, Miles A. Kulukundis and lan A. McGrath, are directors of the
Company who were on the Company’s Board prior to November 3, 1997 (the latter two being "Continuing
Directors'). Pursuant to the Amalgamation Agreement, until the Effective Time, at least two directors of the
Company’s Board shall be Continuing Directors. See "Recent Developments - The Tender Offer.”

The names, ages, principal occupations, employment histories and public directorships, if any, of the
Continuing Directors and of Frontline's designees serving as directors on the Company’s Board and additional
information relating to such designees are contained in "Information Concerning the Company - Directors and
Executive Officers."

To the extent that any such director designees are affiliated or associated with Frontline, such
persons may thereby be deemed to have interests in the Transactions that are in addition to the interests of the
Company’s shareholders generally. Frontling’s designees may also be entitled, subject to certain restrictions, to
receive normal compensation and benefits customarily given by the Company to non-employee members of the
Company’s Board.

Investment Banker Opinion

At the meeting of the Company’s Board of Directors on September 19, 1997, the then Board of
Directors received the written opinion of Gleacher NatWest Inc., an independent securities and investment banking
firm and one of the Company’s financial advisers ("Gleacher Natwest"), that (i) the Offer Price of $1.591 per LOF
Ordinary Share received by shareholders of the Company who tendered their shares pursuant to the Offer and (ii) the
LOF Ordinary Shares and New Warrants to be issued to the shareholders of Frontline pursuant to the Amalgamation
Agreement are fair from afinancial point of view to the Company’s shareholders. The Company paid Gleacher
Natwest a fee of approximately $2 million for acting as the Company’s financial adviser. The complete text of the
opinion of Gleacher NatWest is attached hereto as Exhibit B and should beread in its entirety. See"The
Amalgamation and Sale - Fairness Opinion of the Company’s Investment Banker."

Effective Time

If the Amalgamation Agreement is approved by the requisite shareholder vote of the Company and
Sub (the sole shareholder of which isthe Company) and the shareholders of Frontline, and the other conditions to
the Amalgamation are satisfied or (where legally permissible) waived pursuant to the Amalgamation Agreement, the
Amalgamation will be consummated and become effective at the time a Certificate of Amalgamation isissued by the



Registrar of Companies of Bermuda (the Effective Time) pursuant to The Companies Act of 1981 of the Island of
Bermuda, as amended (the "Companies Act").

In the event that the Amalgamation is not consummated by May 22, 1998, the Amalgamation
contemplated in the Amalgamation Agreement will be restructured, and the Company will be amalgamated with a
newly formed wholly-owned subsidiary of Frontline. See "The Amalgamation and Sale" elsewhere herein.

Accounting Treatment

The Amalgamation will be accounted for using the purchase method of accounting applied in
accordance with US generally accepted accounting principles ("US GAAP"). After the Amalgamation, Frontline
shareholders will have amajority of the voting rights of the combined entity. Asaresult, for accounting purposes,
Frontline will be treated as the accounting acquiror and the transaction will be recorded as a reverse acquisition.

Certain United States Federal Income Tax Consequences

The following summarizes the material United States federal income tax consequences of the
Transactions to shareholders of Frontline who are subject to United States federal income taxation with respect to
income they derive from their ownership of Frontline Ordinary Shares ("United States Frontline Shareholders"), and
to shareholders of the Company who are subject to United States federal income taxation on anet basis with respect
to income they derive from their ownership of Sharesin the Company ("United States Company Shareholders").
Since none of the parties to the Amalgamation Agreement will apply for aruling from the Internal Revenue Service
regarding the United States federal income tax consequences of the Amalgamation, there can be no assurances that
the Internal Revenue Service or a court would agree with the tax consequences summarized below.

Due to the absence of any authority involving facts substantially identical to the Transactions, in the
opinion of Seward & Kissel the United States federal income tax consequences of the Transactions to United States
Frontline Shareholders are not entirely clear. Based on the form of the Transactions, it is likely that the Internal
Revenue Service would seek to treat the Transactions as a taxable sale by Frontline of all of itsassetsin
consideration for the LOF Ordinary Shares, Rights and New Warrants and the assumption of all of Frontline's
liabilities. While Frontline would not be subject to any United States federal income taxation under this treatment,
each United States Frontline Shareholder would realize and recognize ataxable gain or loss for United States federal
income tax purposes in an amount equal to the difference between (i) the aggregate fair market value of the LOF
Ordinary Shares, Rights and New Warrants it receives pursuant to the Transactions, and (ii) its aggregate tax basisin
its Frontline Ordinary Shares. Under this treatment, a United States Frontline Shareholder would have atax basisin
its LOF Ordinary Shares, Rights and New Warrants equal to their respective fair market values, and its holding
period in the LOF Ordinary Shares, Rights and New Warrants would commence at the Effective Time.

Notwithstanding the analysis set forth above, because Frontline currently owns approximately 80
percent of the issued and outstanding LOF Ordinary Shares by reason of the Offer, and the Amalgamation and Sale
will occur simultaneously pursuant to an integrated plan, Seward & Kissel believesit is more likely than not that the
Transactions will qualify as a reorganization within the meaning of section 368(a)(1)(D) of the Internal Revenue
Code. Under this alternative treatment, a United States Frontline Shareholder would realize a gain or loss pursuant
to the Transactions equal to the difference between (i) the aggregate fair market value of the LOF Ordinary Shares,
Rights and New Warrants it receives, and (ii) its aggregate tax basisin its Frontline Ordinary Shares. However,
under existing law, a United States Frontline Shareholder that realizes a gain currently would be subject to United
States federal income taxation on such gain only to the extent of the fair market value of the Rights and New
Warrants as of the Effective Time. Such a United States Frontline Shareholder would generally have the same tax
basis and holding period in its LOF Ordinary Shares asit did with respect to its Frontline Ordinary Shares. The
United States Frontline Shareholder’ stax basisin its Rights and New Warrants would be equal to the amount of
taxable income it recognizes upon receipt of the Rights and New Warrants, and its holding period in the Rights and



New Warrants would commence at the Effective Time. It is noted that recently finalized United States Treasury
regulations would eliminate any current United States federal income taxation to a United States Frontline
Shareholder under this alternative treatment of the Transactions if the Effective Time of the Transactions were to be
on or after March 9, 1998.

A United States Company Shareholder of ADSs or LOF Ordinary Shares will not recognize any
gain or loss for United States federal income tax purposes by reason of the Amalgamation or the Sale.

Each United States Frontline Shareholder and United States Company Shareholder is urged to
consult his or her own tax advisor on the conseguences of the Transactions under U.S. federal, state and local and
foreign tax laws.

Resales of LOF Ordinary Shares|ssued in the Amalgamation; Affiliates

At or prior to the Effective Time, an officer of Frontline shall deliver to the Company a certificate
identifying each person who may be deemed to be an "affiliate” (for purposes of Rule 145 under the Securities Act
of 1933, asamended (the "1933 Act")) of Frontline ("Frontline Affiliate") at the time of Frontline's Special General
Meeting. Each such person will have executed and delivered to the Company an agreement which provides, among
other things, that such Frontline Affiliate will not sell, transfer or otherwise dispose of LOF Ordinary Sharesto be
received by such Frontline Affiliate pursuant to the Amalgamation except in compliance with the 1933 Act and the
rules and regulations thereunder, including Rule 145.

Conditionsto the Amalgamation

Consummation of the Amalgamation is subject to various conditions (which may be waived where
legally permissible pursuant to the terms and conditions of the Amalgamation Agreement and, in certain
circumstances, with the consent of at least one Continuing Director), including (i) the receipt of the consent from the
Minister of Finance of Bermuda (the "Minister of Finance") to the Amalgamation (which consent was obtained on
November 21, 1997); (ii) the approval by the Bermuda Monetary Authority (the "Authority") of the issuance of new
LOF Ordinary Shares and New Warrants in connection with the Amalgamation (which approval was obtained on
March 6, 1998); and (iii) that no stop order suspending the effectiveness of the Registration Statement filed by the
Company with the US Securities and Exchange Commission (the "Commission") on form F-4 (the "Registration
Statement™) shall be in effect and no proceedings for such purpose shall be pending before or threatened by the
Commission.

Amendment and Termination

Any provision of the Amalgamation Agreement may be waived, amended or supplemented at any
time before the Effective Time by the Company and/or Frontline, except in certain limited circumstances; and after
the Transactions are approved by the shareholders of the Company and Frontline, there can be no amendment or
supplement which adversely affects their rights as shareholders without their approval. The Amalgamation
Agreement may be terminated either by the Company or Frontline if there shall be any law or regulation that makes
the Amalgamation illegal or otherwise prohibited or if consummation of the Amalgamation would violate any
nonappealable final order, decree or judgment of any court or governmental body having competent jurisdiction.
The consent of one of the Continuing Directors s required to authorize any termination of the Amalgamation
Agreement by the Company, any approval by the Company of any amendment of the Amalgamation Agreement,
any extension by the Company of time for the performance of any of the obligations or other acts of Frontline or its
Affiliates under the Amalgamation Agreement and any waiver of compliance with any of the agreements or
conditions under the Amalgamation Agreement for the benefit of the Company. In addition, the approval of one of
the Continuing Directors shall be sufficient to authorize any action to seek to enforce any obligation of Frontline or
its Affiliates under the Amalgamation Agreement.



Recommendation of the Boards of Directorsof the Company and Frontline

The Boards of Directors of each of the Company and Frontline believe the Amalgamation isin the
best interests of their respective companies and shareholders and have each approved the Amalgamation Agreement.
The Boards of Directors of each of the Company and Frontline recommend that their respective shareholders vote
FOR the approval of the proposals set forth in the respective Notices. See "Company Proposal 1 - Recommendation
of the Board of Directors of the Company; Background and Reasons for the Amalgamation and Sal€" and "Frontline
Proposal 2 - Recommendation of the Board of Directors of Frontline; Background and Reasons for the
Amalgamation and Sale." For information on the recommendation of the Board of Directors of the Company in
office prior to the Purchase Dates, see "Company Proposal 1 - Recommendation of the Prior Board of Directors of
the Company; Background and Reasons for the Amalgamation.”

Dissenters' Rights

Holders of LOF Ordinary Shares have no dissenters’ appraisal rights as aresult of the
Amalgamation.

Each holder of Frontline Ordinary Shares will have the right to receive the appropriate number of
LOF Ordinary Shares and New Warrants at the Effective Time. Bermuda law provides that any dissenting
shareholder of Frontline Ordinary Shares who does not vote in favor of the Amalgamation is entitled to be paid the
fair value of his shares. Any shareholder not satisfied that he has received fair value for his shares may apply to the
Supreme Court of the Island of Bermuda for the proper valuation of his shares pursuant to Section 106(6) of the
Companies Act. See"Frontline Proposal 2 - The Amalgamation and Sale - Dissenters’ Rights" elsewhere herein.

Selected Pro Forma Financial Data

The following selected unaudited condensed pro forma combined financial data as of and for the
twelve months ended March 31, 1997, and the six months ended September 30, 1997, illustrate the estimated effects
of the proposed Combination. The unaudited condensed pro forma combined statement of operations data is based
on the condensed consolidated statements of operations of the Company and Frontline for the fiscal years ended
March 31, 1997, and December 31, 1996, respectively, and for the six months ended September 30, 1997 assuming
the Combination occurred at April 1, 1996. The Unaudited Condensed Pro Forma Combined Financial Statements
of the combined companies have been prepared applying US GAAP. The Combination has been accounted for
using the purchase method of accounting. After the Amalgamation, Frontline will have a mgjority of the voting
rights of the combined company and accordingly, for accounting purposes, Frontline has been treated as the
accounting acquiror and the transaction treated as areverse acquisition. The selected unaudited condensed pro
forma combined financial data should be read in conjunction with the Unaudited Condensed Pro Forma Combined
Financial Statements of the combined company and accompanying Notes, together with the historical financial
statements, including notes thereto, and other financial information of the Company and Frontline included
elsewherein this Joint Proxy Statement/Prospectus or incorporated herein by reference.

The selected unaudited condensed pro forma combined financial data does not purport to represent
what the financial position or results of operations of the combined company would actually have been if the
Combination had in fact occurred on the dates indicated or to project the financial position or results of operations
for any future date or period.



Pro Forma

Six Months Ended Twelve Months Ended

September 30, 1997 March 31, 1997

(in thousands, except (in thousands, except
Statement of Operations Data per share data) per share data)
Operating Revenues $120,387 $139,463
Operating Income 32,047 15,086
Net Income (Loss) 7,872 (12,261)
Net Income (Loss) per Ordinary Share 0.017 (0.027)
Net Income (Loss) per ADS 0.171 (0.266)
Balance Sheet Data (at end of period)
Total Assets 1,405,508 N/A
Long-Term Liabilities 592,398 N/A
Shareholders’ Equity 535,693 N/A

Equivalent Share Data

The following table sets forth (i) historical net income (loss) per LOF Ordinary Share, book value
per share for 73,725,816 outstanding LOF Ordinary Shares and cash dividends per LOF Ordinary Share,
(i) historical net income (loss) per Frontline Ordinary Share, book value per share for 136,701,507 outstanding
Frontline Ordinary Shares and cash dividends per Frontline Ordinary Share, and (iii) pro forma combined net
income (loss) per ordinary share and equivalent Frontline share, pro forma combined book value per share for
461,058,609 outstanding ordinary shares for 141,277,343 equivalent Frontline shares, and pro forma combined cash
dividends per ordinary share and equivalent Frontline share after giving effect to the Combination, under the
purchase method of accounting with Frontline treated as the accounting acquiror and the Combination treated as a
reverse acquisition, asif it were consummated at April 1, 1996, for presenting net income (loss) and cash dividends
per ordinary share and at September 30, 1997, for presenting book value per ordinary share. The information
presented in the table has been prepared applying US GAAP and should be read in conjunction with the Unaudited
Condensed Pro Forma Combined Financial Statements and the separate consolidated financial statements of the
Company and Frontline and the notes thereto included elsewhere herein or incorporated herein by reference.
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Historical Pro Forma Combined

per per
LOF Equivalent
Ordinary Frontline
The Company Frontline (1) Share Share
(inU.S. Dollars)
Net Income (L 0ss)
Per Ordinary Share
Six months ended September 30, 1997 (0.005) 0.073 0.017 0.056
Fiscal Year ended March 31, 1997 0.026 N/A (0.027) (0.087)
Fiscal Y ear ended December 31, 1996 N/A (0.303) N/A N/A
Book Value Per Ordinary Share
As of September 30, 1997 1.610 3.719 1.162 3.792
Cash Dividends Per Ordinary Share
Six months ended September 30, 1997 0.000 0.000 0.000 0.000
Fiscal Year ended March 31, 1997 0.000 N/A 0.000 0.000
Fiscal Y ear ended December 31, 1996 N/A 0.000 N/A N/A

(1) Netincome (loss) per equivalent Frontline Share and Book Value per equivalent Frontline Share amounts were
translated into US Dollars for purposes of this presentation using the period end rate of exchange as of
September 30, 1997 of $1.00 = SEK 7.59.

Market Value of Shares

The following table sets forth the closing prices, as reported on the Oslo Stock Exchange for
Frontline Ordinary Shares, on the NASDAQ/NM for ADSs and on the L SE for LOF Ordinary Shares for
September 19, 1997, the last trading day before the announcement of the execution of the Amalgamation
Agreement, and April 3, 1998. Amountsin the column captioned "Company Equivaent" have been computed by
multiplying the price of the LOF Ordinary Shares by the Exchange Ratio. On October 31, 1997, Frontline purchased
ADSs and on November 3, 1997, Frontline purchased LOF Ordinary Shares (the "Purchase Dates") tendered
pursuant to the Offer, representing in the aggregate approximately 79.7% of the issued and outstanding Shares. See
"Recent Developments' and "Market Prices, Dividends and Related Shareholder Matters" elsewhere herein.

Frontline LOF Company

Ordinary Shares Ordinary Shares Company ADS Equivalent
September 19, 1997 NOK 35.10 (1) £0.935 (2) $15.375 $4.910
April 3, 1998 NOK 23.00 (3) £0.675 (4) $12.000 $3.652

(1) $4.87 at the exchange rate of NOK 7.2080/$ prevailing on September 19, 1997.
(2) $1.50 at the exchange rate of £0.6214/$ prevailing on September 19, 1997.

(3) $3.00 at the exchange rate of NOK 7.6548/$ prevailing on April 3, 1998.

(4) $1.12 at the exchange rate of £0.6032/$ prevailing on April 3, 1998.
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RISK FACTORS
Risk Factors Relating to the Amalgamation

There are anumber of considerations affecting the business of the Company and of Frontline which
could have a material effect on the combined company and its profitability if the Amalgamation is consummated.

Risks Related to the Company

The Company’s Operation. The Company owns and operates vessels which may be affected by
changes in governments and other economic and political conditions. The Company is engaged primarily in
transporting crude oil and oil products. Historically, the tanker industry has been highly cyclical, with attendant
volatility in profitability and asset values resulting from changes in the supply of and demand for tanker capacity.
The supply of tanker capacity is influenced by the number of new vessels built, the number of older vessels
scrapped, converted, laid up and lost, the efficiency of the world tanker fleet and government and industry regulation
of maritime transportation practices. The demand for tanker capacity is influenced by global and regional economic
conditions, increases and decreases in industrial production and demand for crude oil and petroleum products, the
proportion of world oil output supplied by Middle Eastern producers, political changes and armed conflicts
(including wars in the Middle East) and changes in seaborne and other transportation patterns. Historically, these
markets have been volatile as aresult of, among other things, general economic conditions, prices, environmental
concerns, weather and competition from alternative energy sources. Because many factors influencing the supply of
and demand for tankers are unpredictable, the nature, timing and degree of changes in industry conditions are also
unpredictable. See"Information Concerning the Company - Business of the Company.”

Dependence on Spot Charters. All of the Company’s tankers are operated on the spot market except
the FRONT PRIDE, which is on long-term charter to Chevron Transportation Company (" Chevron"), asubsidiary of
Chevron Corporation. This charter expiresin July 1998. Although spot chartering is not unusual in the tanker
industry, the spot charter market is highly competitive and spot charter rates are subject to significant fluctuations
based upon tanker and oil supply and demand. Successful operation of avessel in the spot charter market depends
upon, among other things, obtaining profitable spot charters and minimizing, to the extent possible, time waiting for
charters, and "ballast legs' or the time spent traveling unladen to pick up cargo. There is no assurance that future
spot charters will be available at rates that will be sufficient to enable the Company’ s vessels trading in the spot
charter market to be operated profitably. In addition, bunkering charges, which account for a substantial portion of
the operating costs, and generally reflect prevailing ail prices, are subject to sharp fluctuations.

Market Value of Vessels. The market value of tankers can be expected to fluctuate, depending upon
general economics and market conditions affecting the tanker industry and competition from among other shipping
companies, types and sizes of vessels, and other methods of transportation. There can be no assurance that the
market value of the Company’s vessels will not declinein the future.

Competition. The operation of tanker vessels and transportation of crude and petroleum products
and the other businesses in which the Company operates are extremely competitive. The Company competes with
other tanker owners (including major oil companies as well as independent companies), and, to alesser extent,
owners of other size vessels.

Environmental and Other Regulation. The Company is subject to regulation and supervision in the
various states and other jurisdictionsin which it trades, operates and conducts business. Amendments to such
regulations, from time to time, may adversely affect the business of the Company’s operations in such jurisdictions.
The operations of the Company are affected by changing environmental protection laws and other regulations,
compliance with which may entail significant expenses, including expenses for ship modifications and changesin
operational procedures. The United States and certain other jurisdictions have adopted or proposed new regulatory
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reguirements that could have a material effect on the Company. In particular, the United States Oil Pollution Act of
1990, as amended ("OPA 90"), provides for virtually unlimited liability for owners, operators and charterersfor oil
pollution accidents in the United States. The US Coast Guard has adopted regulations under OPA 90 which require
owners and operators of vessels operating in US waters to meet significant financial responsibility requirements. In
addition, OPA 90 provides for a phase-in of the exclusive use of double hull tankers at portsin the United States.
The Company’s entire fleet is comprised of double hull tankers. Asaresult it isin compliance with OPA 90 and is
not restricted in its ability to tradein the U.S.

The International Maritime Organization (the United Nations' agency for maritime safety, the
"IMQ"), has adopted regulations designed to reduce oil pollution in international waters. In complying with OPA 90
and the IMO regulations, the Company and other tanker owners generally have been forced to incur additional costs
in meeting new maintenance and inspection requirements, in developing contingency arrangements for potential
spills and in obtaining insurance coverage as required by OPA 90. Certain US states, the European Community (the
"EC") and certain other countries also are considering stricter technical and operational requirements for tankers.
Additional laws and regulations may be adopted which could limit the ability of the Company to do business or
increase its cost of doing business and which may have a material adverse effect on the operations of the Company.
See "Business of the Company - Regulation" elsewhere herein. The Company maintains $700 million in insurance
coverage per occurrence for liability for pollution, spillage or leakage of ail or oil products for each of its vessels and
evidence of insurance in compliance with the financial responsibility requirements under OPA 90. See"Information
Concerning the Company - Business of the Company - Risk of Loss and Insurance.”

Possible Volatility of Market Price. The market price of LOF Ordinary Shares could be affected by,
among other things, fluctuationsin the prices of oil and oil products or in the charter rates for, or resale values of,
vessels. Historically, the crude oil and oil products tanker markets and the markets for the oil products that such
vessels carry have been highly volatile and subject to significant changes.

Risks Related to Frontline

Frontling' s Operation. Frontline owns various ship owning and operating subsidiaries. The
operations of Frontline take place substantially outside of the United States. Frontline' s subsidiaries, therefore, own
and operate vessels which may be affected by changesin foreign governments and other economic and political
conditions. Frontline is engaged primarily in transporting crude oil and oil products and, in addition, raw materials
like coal and iron ore. Frontlineg's VLCCs are specifically designed for the transportation of crude oil and, due to
their size, are normally used only to transport crude oil from the Middle East Gulf to the Far East, Northern Europe,
the Caribbean and to LOOP. The Suezmax tankers are similarly designed for worldwide trading, but the trade for
these vesselsis mainly in the Atlantic Basin. Historically, the tanker industry has been highly cyclical, with
attendant volatility in profitability and asset values resulting from changes in the supply of and demand for tanker
capacity. Frontline’s OBO carriers are specifically designed to carry oil or dry cargo and may be used to transport
either ail or dry cargo on any voyage. When freight rates in both markets are equivalent OBO carriers are operated
most profitably in combination trade transporting oil on one leg of the voyage and dry cargo on the other leg of a
voyage. The supply of tanker and OBO capacity is influenced by the number of new vessels built, the number of
older vessels scrapped, converted, laid up and lost, the efficiency of the world tanker or OBO fleet and government
and industry regulation of maritime transportation practices. The demand for tanker and OBO capacity is influenced
by global and regional economic conditions, increases and decreases in industrial production and demand for crude
oil and petroleum products, the proportion of world oil output supplied by Middle Eastern and other producers,
political changes and armed conflicts (including wars in the Middle East) and changes in seaborne and other
transportation patterns. The demand for OBO capacity is, in addition, influenced by increases and decreases in the
production and demand for raw materials such asiron ore and coal. In particular, demand for Frontline' s tankers
and its services in transporting crude oil and petroleum products and dry cargoes has been dependent upon world and
regional markets. Any decrease in shipments of crude oil or raw materialsin world markets could have a material
adverse effect on Frontling’ s earnings. Historically, these markets have been volatile as a result of, among other
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things, general economic conditions, prices, environmental concerns, weather and competition from alternative
energy sources. Because many factors influencing the supply of and demand for tankers and OBO carriers are
unpredictable, the nature, timing and degree of changes in industry conditions are also unpredictable.

Four of Frontline' s twenty-three vessels operate under time charters. One of Frontling's Suezmax
tankers (atanker between 120,000 and 160,000 deadweight tonnes ("dwt")) is chartered to BP Oil Espana S.A.
("BP") and two are chartered to Den norske Stats Oljeselskap A.S. ("Statoil") (which vessels chartered to Statoil are
partly owned by Frontling). The charter of the Suezmax tanker LILLO to BP expires November 2001. One charter
of a Suezmax tanker to Statoil expiresin 1999 and the other expiresin 2003. In addition, Frontline'sVLCCs
operate under "market related” contracts of affreightment with Yukong Ltd., alarge South K orean conglomerate
("Yukong"), and Tonen Tanker K.K., a Japanese joint venture involving Mobil Corp. and Esso Imperia Oil Limited
("Tonen"). The contract of affreightment with Y ukong commenced on September 12, 1997, and terminates on the
earlier of the 12 month anniversary of the contract or after a prescribed number of liftings, while the contract of
affreightment with Tonen commenced on February 1, 1998, and terminates on the earlier of the 11 month
anniversary of the contract or after a prescribed number of liftings. Frontling's Suezmax tankers and its OBO
carriersfor several years have operated under an informal agreement with Statoil to transport crude oil on aright of
first refusal basis from Norway to the East Coasts of Canada and the United States and the US Gulf Coast and
Caribbean. Frontlineg's eight wholly-owned OBO carriers all trade under both bulk and oil cargo charters. Frontline
chartersin asingle OBO carrier on aone-year term and trades it on the spot market. Thisvessel to date has
generated asurplus. Frontlineg's OBO carriers also operate under three contracts of affreightment with asteel mill in
Saudi Arabiafor delivery of iron ore from Narvik, Norway and Brazil, one contract of affreightment with Valero
Refining Co. ("Valera") for delivery of aspecial fud oil from Saudi Arabiato the Valero refinery located in the
United States Gulf Coast and one contract of affreightment with Coscol Marine Corp., the marine division of
Coastal States, for transport of crude from the East Coast of Mexico to Aruba, Netherlands Antilles. The contract
with Valeroisfor six month periods, subject to renewal, and the contracts with the steel mill in Saudi Arabiaare for
three-year periods, each subject to renewal. These arrangements are suited to Frontline's OBOs and maximize their
efficient usage. These arrangements have now been in effect for up to five years and secure employment for 3.75
vessels per year. Frontline also owns three wood-chip carriers which are handy-sized dry cargo vessels adapted to
carry wood-chips. Thereis no assurance that any of the existing time charters or contracts of affreightment will be
renewed or, if renewed, will be renewed at satisfactory rates. If, upon the expiration of the existing time charters or
contracts of affreightment, Frontline is unable to obtain time charters or voyage charters or contracts of
affreightment at rates equivalent to those received under the current time charters or contracts of affreightment, there
may be amaterial adverse effect on Frontline' s operating results, cash flow from operations and liquidity. The
availability of time charters and voyage charters and the rates available at such future dates will depend on the
market conditions prevailing at such times, and it is not possible to predict at this time the effect on Frontline of any
renewal or non-renewal of the time charters or contracts of affreightment.

Dependence on Spot Oil Voyage Charters. During the first six months ending June 30, 1997,
approximately 84% of Frontline's vessels by tonnage were operating on a spot charter basis or under contracts of
affreightment. If time charters are not available at satisfactory rates when vessels are acquired or when the time
charters for Frontling' s existing vessels expire, the proportion of its vessels on spot charter may increase. Although
spot chartering is not unusual in the tanker industry, the spot charter market is highly competitive and spot charter
rates are subject to significant fluctuations based upon tanker and oil supply and demand. Successful operation of a
vessdl in the spot charter market depends upon, among other things, obtaining profitable spot charters and
minimizing, to the extent possible, time waiting for charters, and "ballast legs" or the time spent traveling unladen to
pick up cargo. Thereisno assurance that future spot charters will be available at rates that will be sufficient to
enable Frontling’ s vessels trading in the spot charter market to be operated profitably. In addition, bunkering (fuel
ail) charges, which account for a substantial portion of the operating costs of VLCCs (and smaller tankers) and
generally reflect prevailing oil prices, are subject to sharp fluctuations. Frontline's OBO carriers transporting fuel
ail for the Valero refinery currently transport dry cargo during the ballast leg of their voyage. Frontline intends to
continue to employ such OBO carriers in this manner where economically expedient.
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Redtrictions in Debt Agreements. Frontling' s existing financing agreements impose operation and
financing restrictions on Frontline which affect, and in many respects significantly limit or prohibit, among other
things, the ahility of Frontline and its subsidiaries to incur additional indebtedness, create liens, sell capital shares of
subsidiaries, make certain investments, engage in mergers and acquisitions, purchase and sell vessdls, enter into time
or consecutive voyage charters or pay dividends without the consent of its lenders. All of the LOF Ordinary Shares
owned by Frontline have been pledged to secure Frontling’ s obligations under the Bridge Loan Agreement which is
expected to be repaid with cash held by the Company and Frontline upon the effectiveness of the Amalgamation.
Frontline' s financing arrangements al so contain maintenance covenants with respect to the market value of Frontline
vessels and other collateral relative to indebtedness. The financial institutions may accel erate the maturity of
indebtedness under such financing agreements and forecl ose upon the collateral securing the indebtedness upon the
occurrence of certain events of default, including the failure of Frontline to comply with any of these covenants. See
"Recent Developments - The Tender Offer." Under any of these circumstances, there is no assurance that Frontline
will have sufficient funds or other resources to satisfy al of its obligations. Frontline currently believesthat itisin
compliance with all such covenants. See "Information Concerning Frontline - Management’ s Discussion and
Analysis of Financial Condition and Results of Operation - Liquidity and Capital Resources."

Purchase and Operation of Tanker Vessels. Frontline' s Principal Shareholder has through
associated companies acquired four secondhand Ultra Large Crude Carriers ("ULCCs") and two secondhand VLCCs
built in the 1970s. Frontline's Principal Shareholder intends to establish a separate company to own these ULCCs
which are currently controlled by it, and it further intends that Frontline's shareholders will be given preferential
rights to subscribe to capital in the new company. In addition, Frontline intends to purchase secondhand modern
VLCCsand Suezmax tankersin pursuit of its strategy to be one of the world' s leading international seaborne
transporters of crude oil. The supply of such vesselsislimited and their prices fluctuate with demand. Thereisno
assurance that any such vessels will meet Frontline's quality requirements or are available at prices Frontline
considers reasonable. In addition, sellers of secondhand ULCC, VLCC and Suezmax vessels typically provide very
limited warranties with respect to the conditions of the vessels in comparison to warranties available for a
newbuilding. While Frontline intends to inspect carefully any secondhand vessel prior to purchase, any such
inspection would normally not provide Frontline with as much knowledge as to the condition of the vessels as
Frontline would possess if the vessel had been built for it and operated by it during the life of the vessel. See
"Business of Frontline - Further Expansion of Fleet."

Newbuildings. Frontline currently has on order three Suezmax tankers for delivery in 1998, two
similar vessels for delivery in 2000 and has four options to assume contracts for the construction and purchase of
four VLCCsfor delivery in 1998 and 1999. Frontline's business strategy with respect to these orders and optionsis
based primarily on its expectations that on the delivery dates for such tankers the demand for Frontline's
newbuildings will have increased at a greater rate than the supply of VLCCs and Suezmax tankers. There can be no
assurance that VL CC and Suezmax supply will decrease or that demand will increase. The Suezmax tankers will be
constructed with double hulls to Frontline' s specifications by Hyundai Heavy Industries Co. Ltd. at its shipyard in
South Korea. Frontline has the right on or before March 31, 1998, to assume the four contracts to construct the
VLCC newbuildings. The VLCC newbuildings are to be constructed with double hulls by Hyundai Heavy
Industries Co. Ltd. at its shipyard in South Korea. In the case of a newbuilding, Frontline is required to make
progress payments during the construction of the vessel, but Frontline will not derive any revenue from the vessel
until after itsdelivery. See"Business of Frontline - Further Expansion of the Fleet."

Market Value of Vessels. The market value of tankers can be expected to fluctuate, depending upon
general economics and market conditions affecting the tanker industry and competition from other shipping
companies, types and sizes of vessels, and other methods of transportation. Recent market conditions in the tanker
industry have favorably affected the market values of Frontline’' s vessels. There can be no assurance that the market
value of Frontline' s vessels will not declinein the future. See"Special Considerations Relating to the
Amalgamation - Frontling’ s Operations.”
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Competition. The operation of tanker vessels and transportation of crude and petroleum products
and the other businesses in which Frontline operates are extremely competitive. Through its operating subsidiaries
Frontline competes with other VLCC, Suezmax and OBO owners (including major oil companies aswell as
independent companies), and, to alesser extent, owners of other size vessels. Frontline's market share currently is
insufficient to enforce any degree of pricing discipline in the markets in which Frontline competes. There can be no
assurance that Frontline's competitive position will not erode in the future.

Environmental and Other Regulation. Many of the Frontline’ s operating subsidiaries are subject to
regulation and supervision in the various states and other jurisdictions in which they trade, operate and conduct
business. Amendments to such regulations, from time to time, may adversely affect the business of Frontline's
operating subsidiaries in such jurisdictions. The operations of Frontline are affected by changing environmental
protection laws and other regulations, compliance with which may entail significant expenses, including expenses
for ship modifications and changes in operational procedures. The United States and certain other jurisdictions have
adopted or proposed new regulatory requirements that could have a material effect on Frontline. In particular,

OPA 90 provides for virtually unlimited liability for owners, operators and charterers for oil pollution accidentsin
the United States. The US Coast Guard has adopted regulations under OPA 90 which require owners and operators
of vessels operating in US waters to meet financial responsibility requirements. In addition, OPA 90 provides for a
phase-in of the exclusive use of double hull tankers at portsin the United States. All of Frontline's OBO carriers are
double hull and double bottom and currently comply with OPA 90's double hull construction requirements. OPA
90’ s double hull requirements will affect the use of Frontline's VLCCs and Suezmax tankers beginning in the year
2010.

The IMO has adopted new regulations designed to reduce oil pollution in international waters. In
complying with OPA 90 and the IMO regulation, Frontline and other tanker owners generally have been forced to
incur additional costsin meeting new maintenance and inspection requirements, in devel oping contingency
arrangements for potential spills and in obtaining insurance coverage as required by OPA 90. Certain US states, the
EC and certain other countries also are considering stricter technical and operational requirements for tankers.
Additional laws and regulations may be adopted which could limit the ability of Frontline to do business or increase
its cost of doing business and which may have a material adverse effect on the operations of Frontline. See
"Business of Frontline - Environmental Regulation and Liability." Frontline maintains $700 million in insurance
coverage per occurrence for liability for pollution, spillage or leakage of ail or oil products for each of its vessels and
evidence of insurance in compliance with the financial responsibility requirements under OPA 90. See"Information
Concerning Frontline - Business of Frontline - Risk of Loss and Insurance.”

Risk of Loss and Liability. The operation of any ocean-going vessel has an inherent risk of
catastrophic marine disaster, mechanical failure, collision and property lossto the vessel. The operation of
Frontline' s vessels also may be affected by spills and other environmental mishaps, cargo loss or damage, business
interruption due to political action in various countries, labor strikes and adverse weather conditions, which could
result in loss of revenues or increased costs. Frontline currently maintains insurance against certain of these risks.
However, there is no assurance that such insurance will continue to be available at economic rates or will be
sufficient to cover any losses incurred by Frontline or the cost of any claims asserted against Frontline or will cover
the loss of revenue resulting from a vessel being removed from operations. In the event that claims were asserted
against Frontline, its vessels could be subjected to attachment or other judicial process. See "Business of Frontline -
Risk of Loss and Insurance."

Reliance on Senior Management. Frontline relies on the services of John Fredriksen, its Chairman
and Chief Executive Officer, and on Frontline Management AS, awholly-owned subsidiary of Frontline ("Frontline
Management") for the day-to-day arrangement of the operations of Frontline and its subsidiaries pursuant to the
terms of a management agreement between Frontline and Frontline Management. If alternate management services
had to be arranged, such event would have a short-term adverse effect on Frontling’ s business and prospects.
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Dividends. Frontline has not paid a dividend since itsincorporation. Due to the highly cyclical
nature of the crude oil and oil products tanker industry, there is no assurance that there will be sufficient funds for
payment of dividends. See"Dividends' and "Management's Discussion and Analysis of Financial Condition and
Results of Operation - Liquidity and Capital Resources."

Possible Volatility of Market Price. The market price of Frontline Ordinary Shares could be
affected by, among other things, fluctuations in the prices of oil and il products and in the charter rates for, or resale
values of, vessels. Historically, the crude oil and oil products tanker markets and the markets for the oil products
that such vessels carry have been highly volatile and subject to significant changes.

RECENT DEVELOPMENTS; THE TENDER OFFER AND THE ICB TRANSACTION
The Tender Offer

On February 27, 1997, the Company announced its intention to explore arange of strategic
aternatives aimed at positioning itself to compete more effectively in the tanker market and enhancing shareholder
value. Subsequently, the Company’s advisers conducted an auction to identify suitable parties for a business
combination. After meeting with several interested parties and commencing negotiations with another potential
bidder, the Company entered into negotiation of a business combination with Frontline. On September 19, 1997, the
Board of Directors of Frontline approved the Amalgamation Agreement. On that same date, the Board of Directors
of the Company unanimously (i) determined that the Amalgamation Agreement and the transactions contempl ated
thereby, including the Offer and the Amalgamation, were fair to and in the best interest of the Company and the
Company’s shareholders, (ii) approved the Amalgamation Agreement and the Transactions contemplated thereby
and (iii) resolved to recommend to the Company’ s shareholders acceptance of the Offer and, to shareholders of the
Company who continue to hold Shares of the Company after consummation of the Offer, approval of theincreasein
authorized share capital of the Company and the issuance of new LOF Ordinary Shares and New Warrants to
shareholders of Frontline in connection with the Amalgamation. For information on the background of the Offer
and a discussion of events leading to the negotiation of the Amalgamation Agreement, see "Company Proposal 1 -
Amendment to the Company’s Memorandum of Association to Increase the Authorized Share Capital and Issuance
of Ordinary Sharesin Connection with the Amalgamation - Recommendation of the Prior Board of Directors of the
Company; Background and Reasons for the Amalgamation” and "Frontline Proposal 2 - The Amalgamation and Sale
- Recommendation of the Board of Directors of Frontline; Background and Reasons for the Amalgamation and
Sale”

On September 29, 1997, pursuant to the Amalgamation Agreement, Frontline commenced the Offer.
Pursuant to the Offer, Frontline offered to purchase not less than 50.1% and not more than 90% of the outstanding
LOF Ordinary Shares, including LOF Ordinary Shares represented by ADSs in each case with all associated Rights,
upon the terms and subject to the conditions set forth in the Offer and in the related letter of transmittal and, for
overseas holders of LOF Ordinary Shares, form of acceptance at the Offer Price. The Offer and withdrawal rights
expired at 5:00 p.m. (London time) and 12:00 noon (New Y ork City time) on Tuesday, October 28, 1997. No
separate consideration was paid in respect of ADSs representing purchased LOF Ordinary Shares. The Offer was
not subject to the consummation of the Amalgamation. On the Purchase Dates, Frontline purchased pursuant to the
Offer LOF Ordinary Shares and ADSs representing approximately 79.7% of the outstanding L OF Ordinary Shares.
The amount required to purchase the outstanding L OF Ordinary Shares tendered and accepted for purchase pursuant
to the Offer and to pay related fees and expenses in respect of the Offer was approximately $95.5 million. The Offer
was intended to permit Frontline to acquire control of, and a majority equity interest in, the Company and to
effectuate the Transactions pursuant to the Amalgamation Agreement.

Tessera Trustee Limited (the "Trustee"), in its capacity as the trustee of the Miltiades Alexander

Kulukundis Trust (atrust of which one of the beneficiariesis Miles Kulukundis, one of the Continuing Directors and
the former President and Chief Executive Officer of the Company) (the "Trust"), entered into a sharehol der
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agreement with Frontline, pursuant to which, among other things, the Trustee agreed to tender the Trust’s
shareholding in the Company in the Offer.

Frontline obtained the funds necessary to finance the Offer from bank borrowings and from cash on
hand. Pursuant to aloan agreement (the "Bridge Loan Agreement") dated October 28, 1997, approximately $73.6
million of the amount required to purchase the Shares tendered in the Offer was provided from a borrowing from
The Chase Manhattan Bank ("Chase") as lender and arranger (the "Bridge Loan™). The Bridge Loan was drawn on
October 31, 1997. The Bridge Loan is secured prior to the Effective Time by pledgesto Chase of all of the Shares
purchased by Frontline in the Offer, including certificates, and all interest, earnings and proceeds in respect thereof,
and including the depository accounts in which the pledged Shares are held.

The Bridge Loan Agreement requires the Bridge Loan to be repaid in full, in the case of the first
tranche in the amount of $45 million on April 30, 1998, the six month anniversary of the date such loan was
advanced, and in the case of the second tranche in the amount of approximately $28.6 million, on February 28, 1998,
the four month anniversary of the date such loan was advanced. Interest on the Bridge Loan shall be payable at a
rate per annum based upon the London Inter-bank Offer Rate ("LIBOR").

In addition, in December 1997, the Company guaranteed a $100 million loan facility entered into by
its Liberian subsidiaries with Chase (the "Long Term Loan") for the long term financing of the Company’s three
Suezmax tankers. There isamaximum of three drawdowns with the last drawdown date falling no later than April
30, 1998. Two-thirds of the balance outstanding at the final drawdown date shall be repaid in 20 semi-annual
installments over ten years on astraight-line basis. The first installment shall fall due six months after the first
drawdown date, which was December 22, 1997. The remaining one-third of the balance outstanding will be due ten
years from the first drawdown date.

The Long Term Loan will be secured by afirst priority mortgage on the Company’ s three Suezmax
tankers. Interest on the Long Term Loan will be payable at a LIBOR-based rate.

ThelCB Transaction

On September 1, 1997, Frontline announced its intention to submit an offer to acquire all of the
sharesin ICB Shipping Aktiebolag (publ) ("ICB"), a publicly traded Swedish company whose principal assets
consist of modern tanker vessels (the "ICB Transaction"). |CB owns and/or operates afleet of eleven vessels
consisting of six Very Large Crude Carriers ("VLCCs") and five Suezmax tankers. All of the Suezmax tankers and
two of the VLCCs are 100% owned by ICB. ICB hasa92% interest in athird VLCC and has options to acquire the
two VLCCsit chartersin. |CB has aso contracted for the construction of two Suezmax tankers for delivery in 1998.
The offer originally consisted of two alternatives; (a) an exchange of each ICB share for three Frontline Ordinary
Shares; and (b) a cash offer of SEK 115 in cash for each share in ICB, provided, however, that the cash offer would
be limited to 25% of all ICB shares outstanding. On September 19, 1997, Frontline announced that it would change
its offer to an all cash offer in the amount of SEK 115 for each sharein ICB. On September 25, 1997, ICB issued a
press rel ease announcing, among other things, that ICB had agreed to acquire Astro Tankers, the tanker business of
the Angelicoussis family, following which acquisition the Angelicoussis family would own approximately 29.6% of
ICB’s share capital and approximately 29.6% of the voting power of ICB. On October 1, 1997, Frontline announced
that it would increase its offer to SEK 130 per share to the ICB A-sharehol ders while maintaining its offer of SEK
115 per share to the ICB B-shareholders.

On October 17, 1997, the Board of Directors of ICB convened a special meeting of the ICB
shareholders at which meeting such shareholders (excluding Frontline which voted against all proposals) approved
an increase in the authorized share capital of ICB and the acquisition of Astro Tankersin consideration of the
issuance to the Angelicoussis family of approximately 29.6% of the outstanding share capital and voting power of
ICB (the "Astro Transactions'). As of January 30, 1998, Frontline has acquired approximately 51.7% of the shares
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of ICB and approximately 31.4% of the voting power in ICB in connection with the ICB Transaction and is the
largest shareholder of ICB. Upon consummation of the Astro Transactions, Frontline will hold approximately
34.4% of shares of |CB representing approximately 22.1% of the voting power of ICB. On or about December 1,
1997, Frontline challenged the Astro Transactions in the Stockholm district court and sought to block their
completion on the grounds that they serve only to obstruct Frontline' s offer for the ICB shares, are not based on
commercial considerations and therefore violate the Swedish Companies Act. The Patent and Registration
Authority, which is responsible for registering new Swedish share issues, has indicated that it probably would not
register the ICB share issue pending the district court’s judgment. On January 8, 1998, Frontline announced that it
had allowed its tender offer for ICB’s shares to expire on December 31, 1997 for the following six reasons: (i)
ICB’s determination to consummate the Astro Transactions, (ii) the shareholder agreement between certain ICB
directors and the Angelicoussis Group, which effectively prevented Frontline from obtaining voting control of ICB,
(i) current uncertainty in world financial markets and the VL CC tanker market as aresult of recent financial unrest
in Asia, (iv) the resistance to Frontline' s offer by ICB’s board of directors and the Swedish stock-savings
association, (v) the recent decrease in the price of ICB shares, and (vi) improved flexibility for Frontline as a result
of no longer being committed to purchase the remaining ICB shares.

Frontling' sinvestment in ICB may be transferred into a separate holding subsidiary. Frontline
intends to refinance the existing bank financing of the ICB investment, which has a duration of one year, either
through a private debt placement of long-term debt securities or through commercial sources. Frontline has also
announced that if it finds it commercially sound, or necessary in order to protect itsinvestment in ICB, Frontline
will consider increasing its share position through purchases in the marketplace.

As set forth in Note 16 to Frontline' s financial statements for the year ended December 31, 1996,
and in Note 1 to Frontline' sinterim financial statements for the period ended September 30, 1997, Frontline has
determined that it does not have the ability to exercise significant influence over ICB and, accordingly, has
accounted for itsinvestment in ICB using the cost method. Frontlineg's determination is based solely on the
following information. There are no additional factors of which Frontline is aware or upon which Frontline has
relied in making its determination that it does not have the ability to exercise significant influence over ICB.

1 Frontline does not have the ability to obtain, nor does it now have, Board or management
representation in ICB. During the ICB shareholders meeting held on October 17, 1997, Frontline' s proposal to
obtain a seat on the ICB Board was defeated. |n addition, notwithstanding Frontline' s opposition, the Astro
Transaction was approved.

2. ICB shares with magjority voting rights, particularly the Class A shares, are concentrated
among asmall group of shareholders, many of which are connected with ICB Management, who have entered into a
shareholders' agreement concerning the voting and disposition of their shares. Frontline knows of no restrictions on
the ability of any of the shareholders that are party to that agreement to vote asablock. At present, Frontline would
need to obtain an additional 900,000 Class A shares of 1CB (representing 9,000,000 votes) in order to change the
balance of voting power. However, Frontline has terminated its tender offer for ICB.

3. Actions taken by ICB management subsequent to the announcement of Frontline's tender
offer clearly reflect strong opposition to Frontling' s tender offer and were taken to block Frontline' s ability to
exercise significant influence over ICB. I1CB has opposed Frontline's complaint before the Swedish Patent &
Registration Authority (the Swedish companies registrar) to block the issuance of sharesin the Astro Transaction
that will dilute Frontline.

On March 16 1998, the Board of Directors of Frontline held a meeting at which it discussed
Frontling'sinvestment in ICB. The Board stated its satisfaction that the Astro Transaction would not be compl eted
as proposed. The Board acknowledged that it had no present expectations about obtaining, nor did it believe that
Frontline would be able to obtain, significant influence over ICB in the foreseeable future. However, the Board also
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noted its anticipation that the process through which Frontline would need to proceed to gain substantial influence
over ICB could be time consuming. Accordingly, Frontline's Board of Directors considered different alternativesin
order to reduce the impact such a process would have on Frontline' s core activity. Frontline's Board stated that one
realistic alternative on which it could focus would be to establish a separate holding company for Frontline's ICB
shares, which company ultimately could be partialy or wholly distributed to Frontline's shareholders. This
alternative would include the separate listing of that holding company.

Included as Exhibit E is certain financial information derived from public press releases and filings
by ICB with the Stockholm Stock Exchange. Thisinformation consists of ICB’s preliminary announcement of its
earnings for the year ended December 31, 1997, and the financial statements of ICB for the year ended December
31, 1996, as extracted from the Annual Report filed by ICB with the Stockholm Stock Exchange. Those statements
are prepared in accordance with Swedish GAAP and are presented in SEK. The Company has requested |CB to
provide it with areconciliation of those financial statementsto US GAAP, but ICB has denied that request. The
Company does not believe that it will be able to obtain such areconciliation in the foreseeable future. Further, as set
forth above, Frontline does not have the ability to exercise significant influence over ICB. ICB isapublicly traded
company listed on the Stockholm Stock Exchange whose shares have aregular trading market and investors can
readily determine the value of ICB’ s shares that Frontline accounts for on the cost method. In addition, Frontline
and ICB are involved in similar segments of the tanker market.

Accordingly, management believes that Exhibit E provides investors sufficient information about
ICB in order for investors to make their decision whether to vote in favor of the Proposals, and that financial
statements of 1CB reconciled to US GAAP would not be material to USinvestors. Please see Note 17 to Frontline's
consolidated financial statements for the year ended December 31, 1996, and Note 2 to its interim consolidated
financial statements for the period ended September 30, 1997, contained herein for an illustrative summary of
significant differences between Swedish and US GAAP. Investors should note that the trading price of the ICB
shares would not necessarily be equal to their net realizable value if a shareholder were to dispose of alarge block of
such shares within a short period of time. Frontline, however, has no present intention to dispose of a substantial
portion of its |CB shares and knows of no other factors which would indicate that the fair market value of the ICB
shares held by Frontline is materially different from the trading value of the ICB shares.

Preliminary Announcements of Results by the Company and Frontline
The Company

In November 1997, the Board of Directors of the Company approved a change of accounting
reference date to December 31 from March 31 of each year. The Company will file atransition report on Form 20-F
for the nine months ended December 31, 1997.

During itsthird fiscal quarter ended December 31, 1997, the Company sold its fleet of three
Panamax tankers and recorded a profit on sale of approximately $30 million. The vessels were delivered during
December 1997. See "Information Concerning the Company - Business of the Company - The Company."

The sale of the Panamax vessels prompted the Company to undertake areview of the recoverability
of itsinvestment in its remaining vessels. The Company determined that the carrying value of its three Suezmax
vessels exceeded their undiscounted forecasted future net cash flows from operations. These losses were measured
by the excess of the carrying value of the vessels over their estimated fair values which were based on values
provided by ship brokers. The carrying value of the vessels was reduced by $22 million and the reduction is
reported as a separate item in the Company’ s Consolidated Statements of Income.

In February 1997, the Financial Accounting Standards Board issued Statement of Financial
Accounting Standards No. 128 Earnings per Share ("SFAS 128"). SFAS 128 requires dual presentation of basic

20



earnings per share ("EPS") and diluted EPS on the face of all statements of earnings ending after December 15, 1997
for all entities with complex capital structures. The Company’s EPS has been presented in conformity with
SFAS 128.

In thethird fiscal quarter of 1997, the Company’s management determined that the useful life of its
vessels was 25 years rather than 20 years as previously estimated. This change in accounting estimate resulted in an
increase in net income of approximately $320,000.

Fiscal Third Quarter Results

The Company’s net income for the third quarter was $6,740,000, compared with $596,000 for the
equivalent prior period. EPS was $0.091 (equivalent to $0.91 per ADS), compared with $0.008 (equivalent to $0.08
per ADS) for the prior period.

Net operating income for the quarter was $11,536,000, compared with $2,533,000 for the prior period. This
result reflects a gain on the sale of the Panamax vessels of approximately $30 million and a provision to write down
the value of the Suezmax vessels of approximately $22 million.

Net operating income for the Panamax fleet, excluding the gain on sale, decreased from $427,000 to
$42,000, the main component being 64 fewer days trading due to the sale of the vessels. The average daily time
charter equivalent ("TCE") earned was unchanged from the prior period at $13,000.

Net operating income for the Company’ s Suezmax fleet, excluding the provision against carrying
values, increased from $2,106,000 to $3,669,000, the main components being an increase in net operating revenues
combined with reduced depreciation expense. The TCE earned in the quarter was $29,000, up from $26,000 in the
prior period. The Front Pride increased her profitability under her Chevron time charter and voyage market trading
was significantly more profitable than in the prior period.

Net other expenses for the third fiscal quarter were $4,812,000, compared with $1,936,000 in the
prior period. The main component of the increase was $2,654,000 of amal gamation costs in relation to the Frontline
transaction. Additionally, debt refinancing resulted in the accel erated amortization of approximately $600,000 of
deferred loan fees.

Nine Month Results

The Company reported net income of $6,339,000 for the nine months ended December 31, 1997,
compared with $1,145,000 for the equivalent prior period. EPS was $0.086 (equivalent to $0.86 per ADS),
compared with $0.016 (equivalent to $0.16 per ADS) for the prior period.

Net operating income for the nine months was $17, 146,000, compared with $7,131,000 for the
equivalent prior period. Thisimproved result for the quarter is primarily attributable to the net effect of
approximately $8 million of income arising from the sale of the Panamax vessels and provision against the value of
the Suezmax vessels.

Net operating income for the Panamax vessels, excluding the gain on sale, decreased from
$1,370,000 to $481,000, the main component being a reduction in the number of days trading due to the drydocking
of two vesselsin the second fiscal quarter of 1997 and the subsequent sale of the vessels. The TCE earned was up to
$14,500 in the nine months from $13,500 in the prior period.
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Net operating income for the Suezmax fleet, excluding the adjustment to carrying values, increased
from $5,761,000 to $8,840,000, the main component being an increase in net operating revenues. The TCE earned
was $28,500, compared with $25,500 in the prior period for the same reasons as the quarter.

Net other expenses for the period were $10,793,000, compared with $5,974,000 in the prior period
for the same reasons as the quarter.

On March 16, 1998, the Company announced its results for the three and nine months ended
December 31, 1997:
Three months to Nine months to
December 31 December 31
(in thousands, except per share and per ADS data)

1997 1996 1997 1996

Net operating revenues 10,534 10,557 32,883 31,069
Gain on Sale of Vessels 29,906 -- 29,906 -
Total Operating Expenses 28,504 8,024 45,643 23,938
Net Operating Income 11,536 2,533 17,146 7,131
Net Other Expenses (4,812) (1,936) (10,793) (5,974)
Net Income $ 6,740 $ 596 $ 6,339 $ 1,145
Earnings per Ordinary Share

- Basic $ 0.091 $ 0.008 $ 0.086 $ 0.016

- Diluted $ 0.090 $ 0.008 $ 0.085 $ 0.015
Earningsper ADS

- Basic $ 091 $ 008 $ 086 $ 016

- Diluted $ 090 $ 008 $ 085 $ 015

Frontline

On March 16, 1996, Frontline announced its preliminary results for the year ended
December 31, 1997. These results were expressed in U.S. Dollars and were calcul ated in accordance with
U.S. GAAP. For the year ended December 31, 1997, Frontline recorded a net profit of $17.4 million,
compared with a net loss of $14.0 million in 1996.

Asaresult of Frontline's consolidation with the Company, Frontlineg's management has
reassessed the life expectancy of the fleet, and decided to change its depreciation schedule from 20 to 25
years, with effect from the fourth quarter of 1997. This change reduced depreciation expense in the fourth
quarter and for the full year 1997 by $3.6 million.

The results include charges of $4.5 million relating to non-recurring expenses in connection
with the restructuring of Frontline's domicile, of which $0.3 million was expensed during the fourth quarter
of 1997.

Operating profit before interest, taxes and depreciation (EBITDA), for 1997 was $112.2

million as compared to $38.9 million in 1996. Net financial expenses totalled $42.6 million in 1997 as
compared to $22.6 million in 1996. Theincrease in financial expenses reflects an increase in overall debt
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relating to a number of vessels acquired in the fourth quarter of 1996 and debt incurred in connection with
the acquisition of sharesin ICB and the Company.

Income for the fourth quarter of 1997 was $9.2 million, as compared to aloss of $4.4
million for the same period in 1996, and operating profit before depreciation was $36.5 million, as
compared to $9.4 million in the same period in 1996. Net financial expenses were $15.1 million as
compared to $5.7 million in the same period in 1996. Feesin connection with the Bridge Loan totaling
$3.0 million are amortized over 12 months.

Frontline is consolidating the Company’ s results beginning November 1, 1997. The
investment in ICB is accounted for according to the cost method. The book value of the investment is
adjusted to market value at the end of each period, with the unrealized gain/loss recorded directly to equity.
Frontline' s share of ICB’s earnings for fourth quarter of 1997 would have been approximately $5.3 million
if the investment had been booked according to the equity method.

The average number of Frontline Ordinary Shares outstanding in the fourth quarter of 1997
was 136,701,507, and for the full year 109,723,607. At year end 136,701,507 Frontline Ordinary Shares
were issued and outstanding. Earnings per share for 1997 amounted to $0.16, as compared to aloss of
$0.30in 1996.

On March 16, 1997, Frontline announced its unaudited results for the year ended December

31, 1997:
(U.S. Dallars in thousands)
(unaudited)
For the Y ear Ended
December 31, 1997
Income on time charter basis 197,197
Gain from sale of vessels -
Ship operating expenses -48,076
Charterhire expenses -25,734
Administrative expenses -11,190
Operating profit before depreciation 112,197
Minority’s part of result LOF 6
Net profit after tax 17,395
THE AMALGAMATION AND SALE
Overview

Provisions of the Amalgamation Agreement relating to the Transactions are described below. This
summary is qualified by reference to the Amalgamation Agreement (excluding schedules and exhibits thereto), the
complete text of which is attached hereto as Exhibit A and incorporated herein by reference.
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Pursuant to the Amalgamation Agreement, shareholders of the Company whose L OF Ordinary
Shares were not purchased by Frontline in the Offer will retain such LOF Ordinary Shares, and shareholders of
Frontline will receive LOF Ordinary Shares and New Warrants.

At the Effective Time, each Frontline Ordinary Share issued and outstanding immediately prior to
the Effective Time (other than Frontline Ordinary Shares owned by the Company), will be canceled in consideration
for the right to receive (i) that number of newly issued LOF Ordinary Shares with associated Rights (rounded to the
nearest ten-thousandth of a share) determined by dividing (x) the average closing US Dollar price of a Frontline
Ordinary Share on the Oslo Stock Exchange for the ten trading days selected by Frontline and the Company by lot
out of the trading days commencing on September 29, 1997, and ending on and including October 24, 1997
("Random Trading Days"), which average was $5.19, by (y) 1.591 (the quotient of (x) and (y) being the "Exchange
Ratio"); and (ii) that fraction of a New Warrant to purchase one Ordinary Share (rounded to the nearest ten-
thousandth of a New Warrant) determined by dividing (a) 26,000,000 by (b) the aggregate number of Frontline
Ordinary Shares to be canceled pursuant to sub-paragraph (i) (the quotient of (a) and (b) being the "Fraction™). The
USdollar price of Frontline's LOF Ordinary Shares was calculated using the US DollaryNOK exchange rate at the
close of trading on each applicable trading day as such rate was published in the Wall Street Journal, Eastern
Edition. The Random Trading Days were selected by Frontline and the Company at 4:00 p.m., Oslo time, the
Exchange Ratio was set at 3.2635 LOF Ordinary Shares for each Frontline Ordinary Share and the Fraction was
determined to be 0.1902 of a New Warrant (assuming 136,701,507 Frontline Ordinary Shares outstanding at the
Effective Time) on October 27, 1997.

The Rights are not exercisable until certificates evidencing the Rights are distributed by The Bank of
New York (the "Rights Agent") upon an event triggering distribution. Each Right entitles the holder to subscribe for
and purchase one-quarter (1/4) of one LOF Ordinary Share for a price of $1.50 per share. The Rights expire on
December 31, 2006, unless earlier redeemed. Holders of Rights have no rights other than as holders of the LOF
Ordinary Shares to which such Rights are attached until certificates representing the Rights areissued. The Rights
Agreement (as hereinafter defined) was amended so that the acquisition of the LOF Ordinary Shares pursuant to the
Offer did not cause the Rightsto be distributed. See "Frontline Proposal 1 - The Rights Plan" elsewhere herein.

Based on the current number of outstanding shares of Frontline and the Company, and disregarding
the New Warrants to be issued to Frontline shareholders in the Amalgamation, the Company’s current shareholders
will, after the Amalgamation, own approximately 3.2% of the then outstanding LOF Ordinary Shares.

Upon consummation of the Amalgamation, each holder of outstanding Frontline Ordinary Shares
will beissued a Fraction of a New Warrant in respect of each such Frontline Ordinary Share. Each whole New
Warrant shall be exercisable by a holder to purchase from the Company from the Effective Time, as defined herein,
until the third anniversary thereof, one LOF Ordinary Share at the Exercise Price, or such adjusted number of whole
LOF Ordinary Shares at such adjusted Exercise Price as may be established pursuant to the Warrant Agreement to be
entered into between the Company and Christiania Bank as warrant agent. Only whole New Warrants may be
exercised to purchase awhole number of LOF Ordinary Shares. Reference is made to the complete text of the
Warrant Agreement (inclusive of exhibits), which isincluded as an exhibit to the Registration Statement of which
this Joint Proxy Statement/Prospectus is a part. See "Surrender of Certificates; No Fractional Shares or Warrants'
elsewhere herein.

In addition, pursuant to the Amalgamation Agreement, at the Effective Time, each share of the
capital of Sub issued and outstanding prior to the Effective Time shall be converted into and become one share of
the Amalgamated Company, par value $1.00 per share. The separate corporate existence of Sub and Frontline shall
cease, and the Amalgamated Company shall operate under the name Dolphin Limited. The Amalgamated Company
resulting from the amalgamation will be awholly-owned subsidiary of the Company.
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From and after the Effective Time, the directors and officers of Frontline shall be the directors and
officers of the Amalgamated Company, and the Memorandum of Association and the Bye-Laws of Frontline shall
become the Memorandum of Association and the Bye-Laws of the Amalgamated Company until amended as
provided by law. At the Effective Time, the Continuing Directors shall proffer, and the Company shall accept, their
resignation.

Contemporaneously with and immediately after the Amalgamation, all of the assets and liabilities of
Frontline vested in the Amalgamated Company by virtue of the Amalgamation will be sold to the Company in
consideration for an unsecured promissory note payable on demand in an amount equal to their fair market value.
Such note will then be distributed by the Amalgamated Company to the Company and canceled. Within one year
thereafter, the Amalgamated Company will be liquidated.

Options to acquire LOF Ordinary Shares ("Company Options") under the Company’s Bermuda and
U.K. Employee Share Option Schemes, which options are outstanding immediately prior to the Effective Time, shall
remain unchanged. Company Options which are not exercisable will become exercisable upon the holders
redundancy (termination of employment) from the Company.

Certain Covenants. Pursuant to the Amalgamation Agreement, the Company and Frontline have
agreed that, among other things, prior to the Effective Time, neither shall take any action that would result in the
beneficial ownership of Frontline Ordinary Shares by Frontline's Principal Shareholder being below 35% of the then
outstanding Frontline Ordinary Shares.

Each of the Company and Frontline has further agreed that, except as otherwise expressly provided
in the Amalgamation Agreement, prior to the Effective Time, neither party will, among other things, without the
prior written consent of the other party (i) declare dividends or effect stock repurchases; (ii) take any action which
would, directly or indirectly, frustrate, impede, impair or delay the Amalgamation; or (iii) take any actions which
would have a disparate effect on the Company’s shareholders or the Frontline shareholders.

Each of the Company and Frontline has further agreed that prior to the Effective Time neither it nor
any of its subsidiaries or affiliates shall, directly or indirectly, bid for, purchase or attempt to induce any person to
bid for or purchase or to sell or otherwise dispose of or attempt to induce any other person to sell or otherwise
dispose of any Frontline Ordinary Shares.

The Amalgamation Agreement contains certain other covenants of the parties thereto, including,
among other things, covenants regarding: (i) the timely filing with the Commission and the Minister of Finance or
Authority, as the case may be, of certain required information (which filings have been made); and (ii) the quotation
of the LOF Ordinary Shares on NASDAQ/NM and the listing of such LOF Ordinary Shares on the L SE and the Oslo
Stock Exchange (except that upon the expiration of 180 calendar days after the Effective Time, the Company may
cause the LOF Ordinary Shares to be delisted from the LSE).

Each existing plan, practice, policy, agreement or other arrangement providing for the payment of
any benefit or compensation, disclosed by the parties to each other, in connection with the termination or deemed
termination of employment of any employee or former employee of the Company will remain in force in accordance
with itsterms and will be honored by the Company, including, without limitation, any such arrangement providing
for the payment of severance, redundancy or notice pay or the continuation of salary or other benefits with respect to
any employee or former employee. Certain employee loan agreements of the Company will also remaininforcein
accordance with their terms and continue to be honored by the Company.

In addition, until the third anniversary of the Effective Time, the Company will continue to

indemnify and hold harmless its present and former officers and directors in respect of acts or omissions occurring
prior to the Effective Time to the maximum extent permitted under the Companies Act. Until the third anniversary
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of the Effective time, the Company shall maintain in effect and provide officers' and directors’ liability insurancein
respect of acts or omissions occurring prior to the Effective Time covering each such person on terms with respect to
coverage and amount no less favorable than those of such policy in effect as of September 19, 1997.

Conversion and Exchange of Shares. Upon consummation of the Amalgamation: (i) each
ordinary share of Sub outstanding immediately prior to the effectiveness of the Amalgamation will be converted into
and exchanged for one share of the Amalgamated Company; (ii) the holder of each Frontline Ordinary Share
outstanding immediately prior to the Effective Time will receive 3.2635 LOF Ordinary Shares with associated
Rights and a Fraction of a New Warrant for each Frontline Ordinary Share then held by him or her; (iii) the
certificates evidencing each Frontline Ordinary Share theretofore outstanding will thereafter be canceled; and
(iv) the certificates evidencing each LOF Ordinary Share held by Frontline theretofore outstanding will be canceled.

Surrender of Certificates, No Fractional Sharesor Warrants. Frontline has selected The Bank
of New Y ork as exchange agent (the "Exchange Agent") to effect the exchange of certificates in connection with the
Amalgamation. As soon as practicable after the Effective Time, the Exchange Agent will mail to each holder of
record of a certificate or certificates which immediately prior to the Effective Time represented outstanding
Frontline Ordinary Shares ("Certificates") aletter of transmittal or form of acceptance for overseas holders of
Frontline Ordinary Shares (which shall specify that delivery shall be effected, and risk of loss and title to the
Certificate shall pass, only upon receipt of the Certificate by the Exchange Agent) and instructions for usein
effecting the surrender of the Certificates in exchange for certificates representing whole LOF Ordinary Shares and
whole New Warrants. SHAREHOLDERS OF FRONTLINE SHOULD NOT SURRENDER THEIR
CERTIFICATES FOR EXCHANGE UNTIL SUCH LETTER OF TRANSMITTAL OR FORM OF
ACCEPTANCE AND INSTRUCTIONS ARE RECEIVED. Upon surrender to the Exchange Agent of a Certificate
for exchange together with aduly executed letter of transmittal or form of acceptance, the holder of such Certificate
will be entitled to receive in exchange therefor a certificate representing the aggregate number of whole LOF
Ordinary Shares with associated Rights and whole New Warrants to which such holder shall have become entitled
pursuant to the Amalgamation Agreement, and the Certificate so surrendered shall be retained and canceled by
Frontline. If aCertificate is defaced, lost or destroyed it may be replaced without fee but on such terms (if any) asto
evidence, indemnity and payment of the costs and out of pocket expenses of Frontlinein investigating such evidence
and preparing such indemnity as the Board of Directors of Frontline may think fit and, in case of defacement, on
delivery of the Certificate to Frontline.

No dividends or other distributions with respect to LOF Ordinary Shares payable to the holders of
record thereof will be paid to the holder of any unsurrendered Certificate until the holder thereof surrenders such
Certificate subject to the effect, if any, of applicable law. After the surrender and exchange of a Certificate, the
record holder thereof will be entitled to receive any such dividends or other distributions without any interest
thereon, which theretofore had been payable in respect of LOF Ordinary Shares.

If certificates representing LOF Ordinary Shares or New Warrants are to be issued in a name other
than that in which the Certificate surrendered in exchange therefor is registered, it is a condition of the issuance of
the new certificate representing LOF Ordinary Shares or New Warrants that the Certificate so surrendered be
properly endorsed (or accompanied by an appropriate instrument of transfer) and otherwise in proper form for
transfer, and that the person requesting such exchange pay to the Exchange Agent in advance any documentary,
stamp, transfer or other taxes or governmental charges required by reason of the issuance of a certificate representing
LOF Ordinary Shares or New Warrants in name other than that of the registered holder of the Certificate
surrendered, or required for any other reason, or establish to the satisfaction of the Exchange Agent that such tax has
been paid or is not payable.

After the Effective Time, there will be no registration of transfers on the share transfer books of

Frontline of the Frontline Ordinary Shares which were outstanding immediately prior to the Effective Time. If, after
the Effective Time, Certificates representing such shares are presented for transfer, such Certificates will be retained
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by the Company and exchanged for certificates representing LOF Ordinary Shares and New Warrants pursuant to
the terms of the Amalgamation Agreement.

No fractional LOF Ordinary Shareswill beissued in the Amalgamation. All fractional LOF
Ordinary Shares that a holder of such shares would otherwise be entitled to receive as aresult of the Amalgamation
shall be aggregated but if afractional share results from such aggregation, the holder shall receivein lieu thereof,
cash payment (without interest) representing such holder’s proportionate interest in the net proceeds from the sale by
the Exchange Agent (following deduction of applicable transaction costs), on behalf of all such holders, of LOF
Ordinary Shares representing such fractions.

The Company shall not upon the exercise of a New Warrant issue fractional LOF Ordinary Shares.
Without such arestriction, the exercise of a New Warrant could lead to the issuance of fractional LOF Ordinary
Shares in the event that the Company declares a share dividend or reclassification during the period that the New
Warrants are exercisable. With respect to any fractional LOF Ordinary Share called for upon the exercise of any
New Warrant(s), the Company shall round-up such fraction to the nearest whole number in cases of fractions greater
than or equal to one-half and round down (and shall cancel such fraction) in cases of fractions less than one-half.
The holder of aNew Warrant shall not receive consideration for such fraction upon its rounding down and
cancellation.

Expenses and Fees. Under the Amalgamation Agreement each party shall pay its own costs and
expenses incurred in connection with the negotiation, preparation, execution, delivery and performance of the
Amalgamation Agreement. Frontline retained Morrow & Co., Inc. (the "Information Agent") to act as Information
Agent in connection with the Offer and the conversion and exchange of Frontline Ordinary Shares held by Frontline
shareholders for newly issued LOF Ordinary Shares and New Warrants. The Information Agent may contact
holders of Frontline Ordinary Shares by mail, telephone, fax, electronic mail and personal interviews and may
request brokers, dealers and other nominee holders to forward the materials to holders of such shares. In addition,
The Bank of New Y ork will act as Exchange Agent in the United States and the United Kingdom ("UK") in
connection with the Amalgamation. The Information Agent and the Exchange Agent will receive customary
compensation for such services.

Conditions to the Amalgamation. The obligations of Frontline and the Company to consummate
the Amalgamation are subject to the satisfaction, at or prior to the Effective Time, of the following conditions, none
of which may be waived: (a) the consent of the Minister of Finance to the Amalgamation shall have been obtained
and shall remain in full force and effect; (b) the approval of the Authority shall have been obtained in connection
with the issuance of LOF Ordinary Shares and New Warrants and shall remain in full force and effect; (c) the
Registration Statement relating to the newly issued LOF Ordinary Shares and New Warrants to be issued pursuant to
the Amalgamation Agreement shall have become effective under the 1933 Act, and shall not be subject to a stop
order or threatened stop order; and (d) neither Frontline nor the Company shall be subject to any order, decree or
injunction of a court of competent jurisdiction which enjoins or prohibits the consummation of the Amalgamation.
The conditions to the Amalgamation set forth in clauses (a) and (b) have already been satisfied. In addition,
shareholder approval of Company Proposal 1 and Frontline Proposal 2 are required to consummate the
Amalgamation.

Amendment and Termination. In accordance with the terms of the Amalgamation Agreement,
certain of its provisions may be waived or amended at any time before the Effective Time, in the case of an
amendment, pursuant to awritten agreement, signed by the Boards of Directors of Frontline and the Company, or in
the case of waiver, by the party against whom the waiver is effective, except that the approval of at least one
Continuing Director is required to authorize any termination of the Amalgamation Agreement by the Company; any
approval by the Company of any amendment of the Amalgamation Agreement; any approval by the Company
required for the beneficial ownership of Frontline Ordinary Shares by Frontline's Principal Shareholder to fall below
35% of the outstanding Frontline Ordinary Shares; any action by Frontline or the Company to impair the
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Amalgamation, declare any dividend or take action adverse to the holders of LOF Ordinary Shares or to terminate
certain severance arrangements of the Company; any extension by the Company of time for the performance of any
of the obligations or other acts of Frontline or its affiliates under the Amalgamation Agreement and any waiver of
compliance with any of the agreements or conditions under the Amalgamation Agreement for the benefit of the
Company. In addition, the approval of one of the Continuing Directorsis sufficient to authorize any action to seek
to enforce any obligation of Frontline or its affiliates under the Amalgamation Agreement. After the Amalgamation
Agreement is approved by the Company’ s shareholders, there can be no amendment or supplement which alters or
changes (i) the amount or kind of consideration to be received in exchange for any Frontline Ordinary Shares held
by Frontline shareholders, (ii) any terms of the memorandum of association of the Amalgamated Company (being
Frontline and Sub) or (iii) any of the terms or conditions of the Amalgamation Agreement if such alteration or
change would adversely affect shareholders of the Company and/or Frontline without Shareholder approval. The
Amalgamation Agreement may be terminated either by the Company or Frontline if there shall be any law or
regulation that makes the Amalgamation illegal or otherwise prohibited or if consummation of the Amalgamation
would violate any nonappealable final order, decree or judgment of any court or governmental body having
competent jurisdiction.

The Alternative Amalgamation. Upon the earlier of (i) Frontline' s failure to obtain the required
approval of its shareholders in connection with the Amalgamation and (ii) the failure of the Amalgamation to have
occurred by May 22, 1998, the Amalgamation as contemplated by the Amalgamation Agreement would be
restructured in accordance with the relevant provisions of the Companies Act and the Amalgamation Agreement.
Under the alternative amalgamation structure (the "Alternative Amalgamation"), a newly-formed, wholly-owned
subsidiary of Frontline would amalgamate with the Company and the Alternative Amalgamation would be
consummated in a manner consistent as closely as possible with the intent of the parties reflected in the
Amalgamation Agreement. Frontline Ordinary Shares would be issued to shareholders of the Company in
consideration of the cancellation of their LOF Ordinary Shares based upon an exchange ratio of one divided by the
Exchange Ratio. The Alternative Amalgamation would not require the approval of the Frontline shareholders.

The material differences between the Amalgamation and the Alternative Amalgamation are that under the
Alternative Amalgamation the Company would be delisted from NASDAQ/NM and the resulting combined
company would not be registered with the Commission under the Securities Exchange Act of 1934, asamended. In
the event of the occurrence of the Alternative Amalgamation, the Company and Frontline will negotiate in good
faith an amendment to the Amalgamation Agreement to reflect the foregoing.

Regulatory Approval. The Hart-Scott-Rodino Antitrust Improvements Act of 1976 ("HSR"), as
amended, provides that certain acquisitions may not be consummated unless certain information has been previously
furnished to the Antitrust Division of the Department of Justice and the Federal Trade Commission and certain
waiting period requirements have been satisfied. Based upon informal discussions with the Staff of the Federal
Trade Commission, the Company concluded that it did not have assets having an aggregate book value of $15
million or more which would be considered to be located in the United States for purposes of HSR. In reliance upon
arepresentation to such effect in the Amalgamation Agreement, Frontline concluded that a premerger notification
filing under HSR would not be required.

In connection with the Amalgamation, the Company is required to obtain the approval of (i) the
Authority for the authorization and issuance of LOF Ordinary Shares and New Warrants to shareholders of
Frontline, and (ii) the Minister of Finance for the Amalgamation, which approvals have aready been obtained.

Certain subsidiaries of Frontline and the Company are licensed to engage in business and are
supervised or regulated by a number of foreign jurisdictions. While the managements of the Company and Frontline
believe that no other governmental or regulatory action is required in connection with the Amalgamation under
applicable law, given the pervasive nature of regulation of shipping companies and the powers and discretion
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granted to shipping regulatory agencies, there can be no assurance that one or more governmental agencies will not
reguest information or impose requirements with respect to the Amalgamation.

Fair ness Opinion of the Company’s Investment Banker. The Company retained Gleacher
NatWest (along with NatWest Securities Limited, an affiliate of Gleacher NatWest) to act as the Company’s
financial advisor based upon its qualifications, expertise and reputation, as well as NatWest Securities Limited's
prior investment banking relationship and familiarity with the Company. At the meeting of the Company’s Board of
Directors on September 19, 1997, Gleacher NatWest delivered a written opinion to the Company’s Board of
Directors to the effect that the Offer Price to be received by holders of LOF Ordinary Shares pursuant to the Offer
and the issuance of newly issued LOF Ordinary Shares and New Warrants to shareholders of Frontline pursuant to
the Amalgamation are fair from afinancia point of view to the Company’s shareholders.

THE FULL TEXT OF GLEACHER NATWEST’S OPINION, WHICH SETS FORTH, AMONG
OTHER THINGS, ASSUMPTIONS MADE, PROCEDURES FOLLOWED, MATTERS CONSIDERED AND
LIMITATIONSON THE REVIEW UNDERTAKEN, ISATTACHED ASEXHIBIT B TO THISJOINT PROXY
STATEMENT/PROSPECTUS. THE COMPANY’S SHAREHOLDERS ARE URGED TO READ THE
GLEACHER NATWEST OPINION CAREFULLY AND IN ITSENTIRETY. THE SUMMARY OF THE
OPINION OF GLEACHER NATWEST SET FORTH IN THISJOINT PROXY STATEMENT/PROSPECTUSIS
QUALIFIED IN ITSENTIRETY BY REFERENCE TO THE FULL TEXT OF SUCH OPINION.

GLEACHER NATWEST’S OPINION ISADDRESSED TO THE COMPANY'S BOARD OF DIRECTORS
AND DOES NOT CONSTITUTE A RECOMMENDATION TO ANY HOLDER OF SHARESASTO HOW
SUCH SHAREHOLDER SHOULD VOTE AT THE COMPANY’S SPECIAL GENERAL MEETING.

In connection with rendering its opinion, Gleacher NatWest, among other things: (i) reviewed the audited
financial statements for the three most recent fiscal years and interim periods of the Company; (ii) discussed the past
and current operations, the financial condition and the prospects of the Company with the management of the
Company; (iii) reviewed the financial terms of the proposed Offer and Amalgamation as described in the
Amalgamation Agreement with the management of the Company; (iv) reviewed the historical market prices and
reported trading volumes of Shares and Frontline Ordinary Shares; (v) compared the price per share offered in the
Offer to historical market prices of the Shares; (vi) reviewed the prices and reported trading activity of the securities
of certain publicly traded companies whose operating characteristics and/or industry focus it believed to resemble
those of the Company and Frontline; (vii) reviewed the financial terms of recent selected acquisitions of publicly
traded companies with a market capitalization similar to that of the Company; (viii) performed a leveraged
recapitalization analysis of the Company based upon financial information provided to it by the management of the
Company; (ix) reviewed such other information and performed such other analysis as it deemed appropriate; and (x)
contacted a significant number of potential merger partners on behalf of the Company, shared confidential
information of the Company with such potential partners, solicited indications of interest from such potential
partners and conducted in-depth discussions involving management of the Company with anumber of potential
partners.

In rendering its opinion, Gleacher NatWest assumed and relied upon, without assuming responsibility for
independent verification thereof, the accuracy and compl eteness of the information reviewed by it. Gleacher
NatWest also assumed, based upon the information which had been provided to it and without assuming
responsibility for independent verification thereof, that no material undisclosed or contingent liability exists with
respect to the Company or Frontline. Gleacher NatWest's opinion is based necessarily on the economic, market, and
other conditions as in effect on, and the information made available to it as of, the date of its opinion.

Thefollowing is asummary of the material analyses presented by Gleacher NatWest to the Company’s Board
on September 5 and updated on September 19, 1997, in connection with rendering its opinion.
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Review of the Sale Process. Gleacher NatWest reviewed the controlled auction process which it had
conducted in conjunction with the search for a strategic partner for the Company. Gleacher NatWest indicated that
this process began in February 1997 with a Company press rel ease indicating the Company’ s intention to "explore a
range of strategic alternatives” and its retention of Gleacher NatWest. Gleacher NatWest further indicated that it
contacted a significant number of companies on behalf of the Company, and that a small number of companies
conducted management meetings and data room visits and made final proposals.

Comparable Company Analysis. Gleacher NatWest reviewed the offer price of $15.91 per ADSrelative to
the recent stock price performance of Frontline and of other publicly traded oil tanker companies (the "Comparable
Companies"). The Comparable Companies included Teekay Shipping, First Olsen Tankers, Benor Tankers,
Nordstrom & Thulin, ICB, OMI Corporation and Bona Shipholding. This analysis indicated that since February 26,
1997 (the day prior to the Company’s press rel ease announcing its intention to explore arange of strategic
aternatives), the stock prices of the Comparable Companies had increased, on average, 24.1%. Since that date,
Frontling' s stock price had increased 45.1%. In comparison, the offer price of $15.91 per ADS represented a 35.4%
increase relative to the Company’s ADS price of $11.75 at the close of trading on February 26, 1997.

Gleacher NatWest also reviewed the stock prices of the Comparable Companies and of the Company and
Frontline relative to their 52-week high and 52-week low prices. This analysis indicated that the Comparable
Companies were, on average, trading at a 2.9% discount to their 52-week high and a 49.8% premium to their 52-
week low. Frontline was trading at a 2.9% discount to its 52-week high and a 73.8% premium to its 52-week low.
The offer price of $15.91 per ADS represented a 6.1% premium to the Company’ s 52-week high and a 35.4%
premium to its 52-week low.

Comparable Transaction Analysis. Gleacher NatWest reviewed the premiums paid in certain selected
precedent acquisitions of public companies of comparable size to the Company (none of which were in the shipping
industry), in transactions which were announced in 1997 and in which cash was more than 50% of the consideration.
Comparable size was defined as a market equity value of $100 million to $200 million. This anaysisindicated that
the average premium paid relative to the target company’ s stock price one day prior to announcement of the
transaction was 23.7%, and that the average premium relative to the target company’ s stock price one month prior to
announcement was 32.2%. In comparison, the offer price of $15.91 per ADS represented a premium of 35.4% to the
Company’s share price one day prior to its February 27, 1997 announcement, and a premium of 31.2% to the
Company’s ADS price one month prior to this announcement.

No company or transaction used in the comparable company and comparabl e transaction analysesis identical
to the Company or the Combination. Accordingly, an analysis of the results of the foregoing necessarily involves
complex considerations and judgments concerning differencesin financial and operating characteristics of the
Company and other factors that could affect the public trading value of the companies to which they are being
compared. Mathematical analysis (such as determining the average or median) is not in itself a meaningful method
of using comparabl e transaction data or comparable company data.

The preparation of afairness opinion is acomplex process and is not necessarily susceptible to a partial
analysis or summary description. Gleacher NatWest believes that its analyses must be considered as awhole and
that selecting portions of its analyses, without considering all analyses, would create an incomplete view of the
process underlying its opinion and the presentation to the Company’s Board. Gleacher NatWest has not indicated
that any of the analyses which it performed had a greater significance than any other. In addition, Gleacher NatWest
may have deemed various assumptions more or less probable than other assumptions, so that the ranges of
valuations resulting from any particular analysis described above should not be taken to be Gleacher NatWest's view
of the actual value of the Company.

In performing its analyses, Gleacher NatWest made numerous assumptions with respect to industry
performance, general business and economic conditions and other matters, many of which are beyond the control of
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the Company or Frontline. The analyses performed by Gleacher NatWest are not necessarily indicative of actual
values, which may be significantly more or less favorable than suggested by such analyses. Such analyses were
prepared solely as a part of Gleacher NatWest' s analysis of the fairness of the Offer Price received by holders of
LOF Ordinary Shares and ADSs pursuant to the Offer and the issuance of newly issued LOF Ordinary Shares and
New Warrants to shareholders of Frontline and were provided to the Company’s Board in connection with the
delivery of Gleacher NatWest' s opinion. Gleacher NatWest did not make an independent evaluation or appraisal of
the assets or liabilities of the Company, nor was it furnished with any such evaluation or appraisal. Gleacher
NatWest did not express any opinion as to what the value of the securities of the Company actually would be
following the consummation of the Amalgamation. In addition, as described above, Gleacher NatWest's opinion
and presentation to the Company’ s Board was one of many factors taken into consideration by the Company’s Board
in making its determination to approve the Offer and the Amalgamation. Consequently, the Gleacher NatWest
analyses described above should not be viewed as determinative of the opinion of the Company’s Board or of its
management’ s opinion with respect to the value of the Company.

Gleacher NatWest is an internationally recognized investment banking and advisory firm that
regularly engages in the valuation of businesses and their securities in connection with mergers and acquisitions.

Pursuant to an engagement letter dated September 27, 1996, the Company agreed to pay Gleacher
NatWest and NatWest Markets a cash fee equal to 1.0% of the Aggregate Value of the transaction (as defined
therein), payable upon completion of the Offer, for all advisory services rendered, including the opinion discussed
herein. The Company paid Gleacher NatWest afee of approximately $2 million upon completion of the Offer. In
addition, the Company has agreed, among other things, to reimburse Gleacher NatWest for all reasonable out-of-
pocket expenses incurred in connection with the services provided by Gleacher NatWest, and to indemnify and hold
harmless Gleacher NatWest and certain related parties from and against certain liabilities and expenses, including
certain liabilities under the U.S. federal securities laws, in connection with its engagement.

Frontline did not obtain a fairness opinion in connection with the Offer or the Amalgamation.
Certain United States Federal Income Tax Consequences

The following summarizes the significant United States federal income tax consequences of the
Amalgamation and Sale to shareholders of Frontline who are subject to United States federal income taxation with
respect to income they derive from their ownership of Frontline Ordinary Shares (the "United States Frontline
Shareholders"), and to shareholders of the Company who are subject to United States federal income taxation on a
net basis with respect to income they derive from their ownership of Sharesin the Company (the "United States
Company Shareholders"). Since none of the parties to the Amalgamation Agreement will apply for aruling from the
Internal Revenue Service regarding the United States federal income tax consequences of the Amalgamation, there
can be no assurances that the Internal Revenue Service or a court would agree with the tax consequences
summarized below.

Due to the absence of any authority involving facts substantially identical to the Transactions, in the
opinion of Seward & Kissel the United States federal income tax consequences of the Transactions to United States
Frontline Shareholders are not entirely clear. Based on the form of the Transactions, it is likely that the Internal
Revenue Service would seek to treat the Transactions as a taxable sale by Frontline of all of itsassetsin
consideration for the LOF Ordinary Shares, Rights and New Warrants and the assumption of all of Frontline's
liabilities. While Frontline would not be subject to any United States federal income taxation under this treatment,
each United States Frontline Shareholder would realize and recognize a taxable gain or loss for United States federal
income tax purposes in an amount equal to the difference between (i) the aggregate fair market value of the LOF
Ordinary Shares, Rights and New Warrants it receives pursuant to the Transactions, and (ii) its aggregate tax basisin
its Frontline Ordinary Shares. Under this treatment, a United States Frontline Shareholder would have atax basisin

31



its LOF Ordinary Shares, Rights and New Warrants equal to their respective fair market values, and its holding
period in the LOF Ordinary Shares, Rights and New Warrants would commence at the Effective Time.

Notwithstanding the analysis set forth above, because Frontline currently owns approximately 80
percent of the issued and outstanding LOF Ordinary Shares by reason of the Offer, and the Amalgamation and Sale
will occur simultaneously pursuant to an integrated plan, Seward & Kissel believesit is more likely than not that the
Transactions will qualify as qualifying as a reorganization within the meaning of section 368(a)(1)(D) of the Internal
Revenue Code. Under this aternative treatment, a United States Frontline Shareholder would realize again or loss
pursuant to the Transactions equal to the difference between (i) the aggregate fair market value of the LOF Ordinary
Shares, Rights and New Warrants it receives, and (ii) its aggregate tax basisin its Frontline Ordinary Shares.
However, under existing law, a United States Frontline Shareholder that realizes a gain currently would be subject to
United States federal income taxation on such gain only to the extent of the fair market value of the Rights and New
Warrants as of the Effective Time. Such a United States Frontline Shareholder would generally have the same tax
basis and holding period in its LOF Ordinary Shares asit did with respect to its Frontline Ordinary Shares. The
United States Frontline Shareholder’ stax basisin its Rights and New Warrants would be equal to the amount of
taxable income it recognizes upon receipt of the Rights and New Warrants, and its holding period in the Rights and
New Warrants would commence at the Effective Time. It is noted that recently finalized United States Treasury
regulations would eliminate any current United States federal income taxation to a United States Frontline
Shareholder under this alternative treatment of the Transactions if the Effective Time of the Transactions were to be
on or after March 9, 1998.

A United States Company Shareholder will not recognize any gain or loss for United States federal
income tax purposes by reason of the Amalgamation or the Sale.

Each United States Frontline Shareholder and United States Company Shareholder is urged to
consult his or her own tax advisor on the conseguences of the Transactions under U.S. federal, state and local and
foreign tax laws.

Accounting Treatment. The Amalgamation will be accounted for asif it were areverse acquisition
under the purchase method of accounting. See"The Company’s Unaudited Condensed Pro Forma Combined
Financia Information.”

THE PROPOSALS
DESCRIPTION OF COMPANY PROPOSALS

COMPANY PROPOSAL 1- AMENDMENT TO THE COMPANY’SMEMORANDUM
OF ASSOCIATION TO INCREASE THE AUTHORIZED SHARE CAPITAL AND
ISSUANCE OF ORDINARY SHARESIN CONNECTIONWITH THE AMALGAMATION

Reason for the Amendment

The Company’s Memorandum of Association currently sets the Company’s share capital at
$25,000,000, consisting of 100,000,000 LOF Ordinary Shares. In connection with the Amalgamation, the Company
will issue to Frontline' s shareholders an aggregate of 446,125,368 L OF Ordinary Shares and an aggregate of
26,000,000 New Warrants entitling Frontline' s shareholders, assuming no adjustments, to purchase in the aggregate
26,000,000 LOF Ordinary Shares at the Exercise Price. As part of the Amalgamation, subject to shareholder
approval, the Company’s prior Board of Directors recommended approval of an increase in the authorized share
capital of the Company. Subsequently, the current Board of Directors approved setting the authorized share capital
of the Company at $250,000,000 (equivalent to 1,000,000,000 LOF Ordinary Shares).
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Taking into account the 14,933,241 L OF Ordinary Shares currently held by the shareholders of the
Company other than Frontline, the Company’s Memorandum of Association would need to be amended to increase
its authorized share capital to at least $151,272,488 consisting of 605,089,951 L OF Ordinary Sharesin order for the
Company to fulfill its obligations under the Amalgamation Agreement. In addition, the Company’s Board of
Directors believes that it should have the flexibility to issue additional equity securities in connection with matters
such as grants of options, warrants and acquisitions of assets or businesses. Accordingly, the Company’s Board has
approved the amendment of the Company’s Memorandum of Association in order to increase its authorized capital
to $250,000,000 (equivalent to 1,000,000,000 LOF Ordinary Shares). However, once the LOF Ordinary Shares are
issued to Frontline's shareholders in the Amalgamation, the balance of the Company’s capital may be allocated as
the Board deems fit pursuant to the Company’s Bye-Laws, as amended. See "Company Proposal 2 - Adoption of
Frontline's Bye-Laws" elsewhere herein.

Summary of the Amalgamation and Sale

Thefollowing is asummary of the material terms and provisions of the Amalgamation Agreement.
Thissummary is qualified in its entirety by reference to the terms and conditions of the Amalgamation Agreement,
which Amalgamation Agreement, excluding schedules and exhibits thereto, is set forth as Exhibit A to this Joint
Proxy Statement/Prospectus and is incorporated herein by reference. Shareholders of the Company should read
"The Amalgamation and Sale."

For additional information concerning the transactions and rel ationships among Frontline, the
Company and their respective subsidiaries and affiliates see "The Amalgamation and Sale," "Information
Concerning the Company - Certain Relationships and Related Transactions' and "Information Concerning Frontline
- Certain Relationships and Related Transactions' elsewhere herein.

General

The Amalgamation Agreement provides that subject to the satisfaction or (where legally
permissible) waiver of certain conditions, including, among other things, the consent of the Authority to permit the
issuance of a sufficient number of LOF Ordinary Shares, Sub will be amalgamated with Frontline. Asaresult of the
Amalgamation, Frontline's shareholders will receive 3.2635 LOF Ordinary Shares with associated Rightsand a
Fraction of a New Warrant in exchange for each Frontline Ordinary Share held by them, and the Amalgamated
Company resulting from the amalgamation will become a wholly-owned subsidiary of the Company. No fractional
LOF Ordinary Shares or New Warrants shall be issued. Immediately thereafter, all of Frontline' s assets and
liabilities vested in the Amalgamated Company will be sold to the Company at their fair market valuein
consideration for a note, the name of the Company will be changed to "Frontline Ltd." and Frontline' s Bye-Laws, as
amended, will become the Bye-Laws of the Company. See "Frontline Proposal 1 - Amendment and Restatement of
Frontline's Bye-Laws."

Recommendation of the Current Board of Directors of the Company

The current Board of Directors of the Company (which is comprised of four directors appointed by
Frontline and two Continuing Directors) believes that Company Proposal 1 isin the best interests of the Company
and the shareholders of the Company and has approved the proposal. Accordingly, on January 28, 1998, the current
Board of Directors of the Company, upon the recommendation of one of the directors appointed by Frontline,
ratified and approved a series of transactions which collectively constitute the Combination of the Company with
Frontline.

The foregoing constitutes the recommendation of the current Board of Directors of the Company.
For the recommendation of the Board of Directorsin office prior to the Purchase Dates, including the Continuing
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Directors, see "Recommendation of the Prior Board of directors of the Company; Background and Reasons for the
Amalgamation” immediately below.

Recommendation of the Prior Board of Directors of the Company; Background and Reasonsfor the
Amalgamation

The Company has, since September 1996, been engaged in an ongoing strategic review of its
business with a view to enhancing long-term shareholder value. The strategic review was motivated in large part by
theilliquidity and underperformance of the Shares relative to that of other companiesin the peer group, which
illiquidity and underperformance were perceived by the Company management to be due to the small size of the
Company. On September 27, 1996, the Company engaged Gleacher Natwest Inc. and NatWest Securities Limited
(collectively referred to hereinafter as"NatWest") asits financial advisorsto assist in thisreview. In the process, the
Company considered various commercia and strategic alternatives, including analyses of potential business
combinations with other companies. On February 27, 1997, the Company announced in apress releaseits intention
to explore such strategic alternatives. The Company also retained Davis Polk & Wardwell ("DP&W") aslegal
counsel to assist in this process.

In connection with its strategic review, the Company authorized NatWest to conduct an auction
process to identify suitable partners for a business combination. From late February to late April 1997, NatWest
conducted the first round of this action with aview to identifying potential strategic partners for the Company. Over
such period, NatWest received proposals from 10 entities. On April 24, 1997, following a presentation from
NatWest, the then Board of Directors authorized the Company management and NatWest to pursue further
discussions with six of such entities, including Frontline. By June 4, 1997, the Company had received final offers
from four companies, including Frontline. The Board of Directors met on June 11, 1997 and following a
presentation by NatWest, determined that another entity, not Frontline, had offered the best proposal and authorized
the Company to pursue discussions with such other entity (the "Other Lead Bidder"). The Other Lead Bidder’s offer
consisted of an asset-for-stock exchange whereby the Company would issue LOF Ordinary Shares in exchange for
certain assets of the Other Lead Bidder. Such offer did not include a cash component.

In the midst of discussions with the Other Lead Bidder, on June 23, 1997, Mr. Miles Kulukundis,
the Chief Executive Officer of the Company, met with Mr. Tor Olav Trgim, adirector of Frontline, at the request of
Mr. Trgim. At that meeting, Mr. Trgim indicated Frontline' s willingness to increase its previous offer. On July 8,
1997, NatWest received arevised bid letter from Frontline proposing a business combination of Frontline and the
Company in an al stock transaction in which Frontline Ordinary Shares would be exchanged for a number of LOF
Ordinary Shares equal to an average market price of one Frontline Share divided by 1.591, a proposal which
effectively valued each LOF Ordinary Share at $1.591 (which trandlates into $15.91 per ADS). At ameeting on
July 9, 1997, the Board of Directors determined the Frontline offer to be superior to that of the Other Lead Bidder,
and in light of such superior offer, determined that management should pursue negotiations with Frontline. On
July 9, 1997, the Company entered into an exclusivity agreement in favor of Frontline with a duration of 30 days,
which agreement has since expired. The Other Lead Bidder did not submit another proposal upon learning that the
LOF Board of Directors had determined Frontline' s offer to be superior.

On July 23, 1997, Mr. Trgim met with Mr. Kulukundis and indicated Frontline’ s desire to transform
itsoriginal all-stock proposal into a proposal in which (i) one-half of the LOF Ordinary Shares would be acquired
for cash at $1.591 per share and the remaining half would retain their LOF Ordinary Shares and (ii) the Frontline
Shares would be exchanged for LOF Ordinary Shares at the exchange ratio described above and new warrants to
purchase LOF Ordinary Shares. This proposal was presented in arevised bid letter from Frontline dated July 28,
1997. During this period until the signing of the definitive agreements, the Company and its legal and financial
advisors undertook their due diligence investigation of Frontline. Based in part on the Company’s Board and
management’s belief that a choice between cash and stock consideration on the part of the Company shareholders
was in the best interest of the shareholders, the Company’ s Board considered the cash-stock proposal to be
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acceptablein principle. The Company’s Board, however, wished to ensure that the Company shareholders had a
substantial ability to choose between cash and stock, and had initially proposed that shareholders be able to choose
up to 100 percent cash in the Combination. After several weeks of negotiations on various structures for the
Combination, following an August 20, 1997 meeting between Frontline, Company representatives and their
respective financial and legal advisors, the parties agreed in principle to proceed on the basis of the two-step
transaction reflected in the Amalgamation Agreement.

In the weeks following the August 20, 1997 meeting, representatives of Frontline and the Company
and their respective financial and legal advisors continued to negotiate and finalize the terms of the Amalgamation
Agreement, the exhibits and schedules thereto, and the related agreements, including provisions relating to adequate
Board representation by the Continuing Directors after closing of the Offer and before consummation of the
Amalgamation and certain approval rights of such Continuing Directors prior to consummation of the
Amalgamation; restrictions on conduct of business of the parties up to closing of the Offer; circumstances for
payment of atermination fee by the Company; and restructuring of the Amalgamation under certain circumstances.
On or about August 29, 1997, the Company learned of Frontline' s proposed offer for ICB, and the Company
subsequently had discussions and negotiations with Frontline on provisions of the Amalgamation Agreement
affected by the proposed |CB Transaction.

A Company Board meeting was held on September 5, 1997, at which the Company’s financial and
legal advisors made presentations to the Board on the Frontline transaction. The general consensus of the
Company’s Board was in favor of the transaction, subject to satisfactory resolution of certain open issues.

On September 19, 1997, the Company’ s Board held a tel ephonic meeting to discuss the proposed
transaction. At this meeting, NatWest summarized and updated the presentation it had made at the September 5,
1997 Board meeting and delivered its opinion as to the fairness from afinancial point of view to the Company’s
shareholders of the consideration offered in the Offer and in the Amalgamation. At the meeting DP& W updated the
Board on the progress that had been made in negotiations on legal aspects of the transaction since the September 5
meeting and described the manner in which open issues had been resolved. Based in part on the opinion of its
financial advisors and the presentation of itsfinancial and legal advisors, the Board of Directors of the Company in
office as of September 19, 1997, unanimoudly (i) determined that the Amalgamation Agreement and the transactions
contemplated thereby, including the Offer and the Amalgamation, are fair to and in the best interest of the Company
and the Company’ s shareholders, (ii) approved the Amalgamation Agreement and the transactions contemplated
thereby, including the Offer and the Amalgamation and (iii) recommended to the Company shareholders:
acceptance of the Offer and, to shareholders of the Company who continue to hold Shares after consummation of the
Offer, approval of the increase in authorized share capital of the Company and the issuance of new LOF Ordinary
Shares and New Warrants in connection with the Amalgamation.

The Amalgamation Agreement and related agreements were executed after the close of trading on
September 19, 1997, and Frontline and the Company issued ajoint press release announcing such execution on
September 22, 1997.

The Board of Directors of the Company reached the determinations and recommendations set forth
above based on the following material reasons and factors:

. the results of the strategic review conducted by the Company with aview to enhancing shareholder
value;
. management’ s assessment of market, economic and industry conditions and alternatives available to

the Company in light thereof;
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. the auction conducted by the Company management and NatWest and the Company’ s assessment of
Frontline' s proposal relative to those of other bidders;

. the historical and then recent market prices of the Shares and the fact that the Offer and the
Amalgamation would enable the Company shareholders to realize a significant premium over the
prices at which the Shares traded prior to the announcement of the intention of the Board to explore
strategic alternatives,

. the opinion of NatWest to the effect that the consideration in the Offer and the Amalgamation isfair
to the Company’ s shareholders from afinancial point of view (a copy of such opinion is attached as
Exhibit B);

. the fact that the Frontline first-step cash tender offer constituted an offer to purchase up to 90% of

the outstanding Shares for cash. This gave the Company’ s shareholders a substantial ability to
choose cash if they so wished, while also presenting shareholders a substantial choice to retain an
equity stake in the combined company;

. the historic and recent market prices of Frontline Shares and the fact that Frontline Ordinary Shares
weretrading at or around historical highs;

. the number and terms of the New Warrants to purchase LOF Ordinary Shares to be issued to
Frontline shareholders in the Amalgamation, and their dilutive effect on the pro forma ownership of
the combined company by the Company shareholders;

. information with regard to the financial condition, results of operations, capital structure, business
and prospects of Frontline, including Frontline's proposed 1CB Transaction and the planned
financing thereof;

. the increased liquidity that shareholders who continue to hold Shares after the Amalgamation would
enjoy due to the increased market capitalization of the combined company; and

. the other terms and conditions of the Amalgamation Agreement, including the absence of a
financing condition and the inclusion of certain other provisions providing protection for completion
of the Offer and the Amalgamation.

The agreement of Frontline's Principal Shareholder to votein favor of the Amalgamation assured
the Company’s Board of the support of Frontling’s Principal Shareholder for the Amalgamation thereby increasing
the likelihood that the Amalgamation would be consummated. It was important to the Company’s Board to ensure
consummation of the Amalgamation because the Board (1) considered the Amalgamation to be in the best interests
of the shareholders, including those shareholders who would not choose to tender their shares to Frontline and (2)
desired that such shareholders not hold arelatively illiquid minority position in acompany controled by a major
shareholder. Inview of the wide variety of factors considered in connection with its evaluation of the Offer and the
Amalgamation and the complexity of these matters, the Company’s Board did not find it practicable to and did not
attempt to quantify, rank or otherwise assign relative weights to these factors. In addition, the Board did not
undertake to make any specific determination as to whether any particular factor (or any aspect of any particular
factor) was favorable or unfavorable to the Board' s ultimate determination, but rather conducted an overall analysis
of the factors described above, including through discussions with and questioning of the Company’ s management
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and itslegal and financial advisors. In considering the factors described above, individual members of the Board
may have given different weight to different factors.

Dissenters' Rights

Holders of LOF Ordinary Shares and ADSs who did not tender their Sharesin the Offer have no
dissenters' rights under the Companies Act ("Dissenters’ Rights") in connection with the Amalgamation and Sale.

Required Vote

Approval of Company Proposal 1 will require the affirmative vote of a majority of the LOF
Ordinary Shares present in person or by proxy and entitled to vote (with the requisite quorum of 1/3 of the issued
and outstanding LOF Ordinary Shares present in person or by proxy (the "L OF Quorum™)) on such proposal. Unless
indicated to the contrary, the enclosed proxy will be voted FOR adoption of Company Proposal 1.

Frontline has agreed to vote its Shares in favor of Company Proposal 1. The only member of the
Company’ s management who owns LOF Ordinary Sharesis John Fredriksen, who owns such shares through his
indirect control of Frontline's Principal Shareholder. Since Frontline has agreed to vote its Sharesin favor of
Company Proposal 1, Mr. Fredriksen's Shares will be voted in favor of Company Proposal 1.

THE BOARD OF DIRECTORS OF THE COMPANY UNANIMOUSLY RECOMMENDSA
VOTE FOR APPROVAL OF COMPANY PROPOSAL 1.

COMPANY PROPOSAL 2- ADOPTION OF FRONTLINE’SAMENDED BYE-LAWS

The Company’s present Bye-Laws were adopted in November 1993. In order to effectuate the
Combination, the Company’s Board voted unanimously on September 19, 1997, to authorize and approve the
Amalgamation Agreement, which provides for the adoption by the Amalgamated Company of Frontline's Bye-Laws
in their entirety, effective upon consummation of the Sale, subject to shareholder approval as required by the
Company’s Bye-Laws and Section 13(5) of the Companies Act. The complete text of the proposed amended Bye-
Laws of Frontline (the "Amended Bye-Laws") is set forth in Exhibit C to this Joint Proxy Statement/Prospectus.
The discussion in this Joint Proxy Statement/Prospectus is qualified in its entirety by reference to the Frontline
Amended Bye-Laws.

Reasons for Adoption

The adoption of Frontline's Bye-Laws reflects the fact that, following the Combination, Frontline
and the Company will constitute a combined company of which Frontline' s shareholders will hold approximately
96.8% of the outstanding L OF Ordinary Shares after the Effective Time.

The material differences between the Company’s present Bye-Laws and Frontline's Amended Bye-
Laws are asfollows:

1 Notice of Shareholder Meeting. Frontline’s Amended Bye-Laws require seven days’ prior
written notice of any general meeting be given to shareholders. The present Bye-Laws of the Company require that
shareholders receive not less than 21 days' noticeif it is proposed to pass a specia resolution and otherwise not less
than 14 days' natice.

2. Norwegian Computerized Share Registry. Frontline’s Amended Bye-Laws contain
provisions which enable its shareholders to participate in the Norwegian Verdipapirsentralen (VPS) computerized
central shareregistry. The Company’s present Bye-Laws do not contain such provisions.
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3. Norwegian Resident Control Restriction. Frontline's Amended Bye-Laws restrict a
resident of Norway from holding 50% or more of the votes attached to the outstanding shares of Frontline and
provide powers to the Board and Registrar to enforce that restriction.

4, Oslo Stock Exchange Disclosure Requirements. Frontline’s Amended Bye-Laws provide
for compliance with Oslo Stock Exchange disclosure requirements regarding transfer of shares resulting in major
changes in percentage ownership.

5. Share Repurchase Subject to Exchange Rules. Frontling’s Amended Bye-Laws allow for
share repurchases by Frontline where there is no violation of the rules of the LSE, NASDAQ/NM or the Oslo Stock
Exchange and where no Norwegian resident holds 50% or more of the shares after the repurchase. The Company’s
Bye-Laws also provide for share repurchases by the Company, but without any stated restrictions.

6. General Meeting Location Restriction. Frontline’s Amended Bye-Laws require general
meetings to be held outside of Norway.

7. Board Meeting Location Restriction. Frontline’s Amended Bye-Laws require Board
meetings to be held outside of Norway and the UK, while the Company’s Bye-Laws require Board meetings to be
held outside the UK.

8. Board Quorum. Frontline’s Amended Bye-Laws require that amajority of the Board be
present to constitute the necessary quorum to do business and that, of those present, a majority must not be residents
of Norway. The Company’s present Bye-Laws require a majority of the directors, with a minimum of two directors,
be present to constitute a quorum of the Board.

9. Amalgamation. Frontline's Amended Bye-Laws empower the Board to Amalgamate with
another company with the sanction of an affirmative vote of a simple majority of the Frontline Ordinary Shares cast
at ageneral meeting of the Frontline shareholders. The present Bye-Laws of the Company, which are silent on this
issue, adopt by default the relevant provision of the Companies Act which requires avote of at least 75% of the
outstanding shares to sanction an Amalgamation.

10. Amendment to Bye-Laws. Frontline's Amended Bye-Laws provide that the affirmative
vote of amajority of the Frontline Ordinary Shares cast isrequired to alter such Bye-Laws. The present Bye-Laws
of the Company provide that its Bye-Laws may be altered by avote of a majority of the shareholders present in
person or by proxy and voting, except that the affirmative vote of 66 2/3% of the LOF Ordinary Shares cast is
required to amend the definition of special resolution and matters affecting its Board of Directors.

11. Material Interest. Frontline's Amended Bye-Laws require disclosure of a material
acquisition or disposition of shares. The present Bye-Laws of the Company do not contain such a provision.

12. Attendance at General Meseting. Frontling’s Amended Bye-Laws provide that no
shareholder may attend any general meeting unless written notice of such shareholder’ s intention to attend and vote
isdelivered in a certain form to Frontline' s registered office at least 48 hours prior to the scheduled general meeting
or adjournment thereof. The present Bye-Laws of the Company do not contain such a provision.

Required Vote
Approval of Company Proposal 2 will require the affirmative vote of holders of 66 2/3% of the

outstanding LOF Ordinary Shares. If Frontline shareholder approval of the Amalgamation is not obtained, the
Company’s present Bye-Laws will remain in effect. See "The Amalgamation and Sale- Amendment and
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Termination"and "Recent Developments - The Amalgamation and Sale." Unlessindicated to the contrary, the
enclosed proxy will be voted FOR adoption of Company Proposal 2.

Frontline has agreed to vote its Shares in favor of Company Proposal 2.

THE BOARD OF DIRECTORS OF THE COMPANY UNANIMOUSLY RECOMMENDSA
VOTE FOR APPROVAL OF COMPANY PROPOSAL 2.

COMPANY PROPOSAL 3- CHANGE OF NAME OF THE
COMPANY TO"FRONTLINELTD."

In connection with the Amalgamation and effective upon consummation of the Sale, subject to
shareholder approval, the Company’s Board approved changing the Company name to "Frontline Ltd." The
Company’s Board believes that the Frontline name will more appropriately reflect the ongoing business of the
combined company and that following the Combination, the Company should be named "Frontline Ltd." In view of
this change of name, the Company intends to apply to the NASDAQ/NM to have the trading symbol for the ADSs
changed to "FRONY ," effective at the Effective Time.

Required Vote

Approval of Company Proposal 3 will require the affirmative vote of amajority of the LOF
Ordinary Shares present in person or by proxy and entitled to vote on such proposal. Unlessindicated to the
contrary, the enclosed proxy will be voted FOR adoption of Company Proposal 3.

Frontline has agreed to vote its Shares in favor of Company Proposal 3.

THE BOARD OF DIRECTORS OF THE COMPANY UNANIMOUSLY RECOMMENDSA
VOTE FOR APPROVAL OF COMPANY PROPOSAL 3.

COMPARISON OF FRONTLINE AND COMPANY ORDINARY SHARES
LOF Ordinary Shares

Currently, the Company is authorized to issue 100,000,000 LOF Ordinary Shares, par value $0.25
per share, of which 73,725,816 shares were outstanding on October 31, 1997 (including LOF Ordinary Shares
represented by ADSs). In addition, as of November 21, 1997, the Company had outstanding employee stock options
to purchase up to 2,880,000 LOF Ordinary Shares (2,240,000 of which were exercisable); 1,245,588 existing
warrants to purchase 1,245,588 LOF Ordinary Shares (all of which are exercisable); and 73,725,816 Rights (of
which no rights are exercisable).

In connection with the Amalgamation, the Company’s Board has adopted a resolution authorizing
the issuance of LOF Ordinary Shares with associated Rights and New Warrants subject to shareholder approval of
an amendment to the Company’s Memorandum of Association to increase the authorized number of LOF Ordinary
Shares of the Company.

The amendment to the Company’ s Memorandum of Association which would increase the
Company’s authorized capital to $250,000,000 (equivalent to 1,000,000,000 LOF Ordinary Shares). The vote of a
majority of the outstanding LOF Ordinary Shares present in person or by proxy and entitled to vote is required
before the amendment may become effective. The proposed amendment is being submitted to the Company’s
shareholders for approval at the Company’s Special General Meeting to be held on May 11, 1998. See "Company
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Proposal 1 - Amendment to the Company’s Memorandum of Association to Increase the Authorized Share Capital
and Issuance of Ordinary Shares in Connection with the Amalgamation.”

Pursuant to the Amalgamation Agreement, the Company is required to issue an aggregate of
26,000,000 New Warrants to the shareholders of Frontline, each exercisable for one LOF Ordinary Share subject to
certain terms and conditions.

Each LOF Ordinary Share has been granted a non-detachable Right. See "Frontline Proposal 2 -
Rights Plan."

Frontline Ordinary Shares

Frontline’ s authorized capital is $220,000,000 and Frontline is authorized to issue 220,000,000
Frontline Ordinary Shares, par value $1.00 per share, of which 136,701,507 shares were outstanding on the Record
Date.

Additional Features

Holders of Frontline Ordinary Shares, LOF Ordinary Shares and ADSs do not have any preemptive
rights or conversion rights, or sinking fund privileges. All of the outstanding Frontline Ordinary Shares, LOF
Ordinary Shares and ADSs are duly authorized, validly issued, fully paid and nonassessable. The ordinary shares of
Sub are duly authorized, validly issued and are owned directly by the Company, free and clear of all liens, claims
and encumbrances.

The Company, Frontline and Sub are each incorporated in the Island of Bermuda. Shareholders of
Frontline, whose rights as shareholders are governed by Bermuda law and Frontling’s Memorandum of Association
and Bye-Laws, will, upon consummation of the Amalgamation and Sale, become shareholders of the Company, and
their rights upon consummation of the Amalgamation will be governed by Bermuda law, the Company’s
Memorandum of Association and Frontline's Bye-Laws, as adopted by the Company.

Set forth below is a summary of certain significant features of the rights of shareholders of the
Company and Frontline under Bermudalaw. This summary is not a complete or comprehensive comparison, and is
qualified inits entirety by reference to Bermuda law, the Company’s Memorandum of Association, the Company’s
Bye-Laws, Frontline's Memorandum of Association and Frontline’s Bye-Laws.

Generally, Bermudalaw permits a company to enter into an agreement to amalgamate, which sets
forth the terms and conditions of the amalgamation, the mode of carrying the amalgamation into effect and the
manner of converting shares of a company into shares of another company. Under Bermuda law, a company’s Bye-
Laws may prescribe the vote necessary to approve an amalgamation involving that company. Presently, Frontline's
Bye-Laws effectively require the approval of 75% of the outstanding Frontline Ordinary Shares to approve an
amalgamation. LOF s Bye-Laws effectively reach the same result. However, LOF s shareholders are not being
asked to approve any amalgamation in connection with the Transactions. If Frontline Proposal 2 is approved,
Frontline's Bye-Laws will require the affirmative vote of amajority of the votes cast in order to approve an
amalgamation, and if Company Proposal 2 is approved, the Company’s Bye-Laws will contain the same provision.
Bermuda law requires that each share of an amalgamating company may vote even if it does not otherwise possess
the right to vote.

Bermuda law provides for appraisal rights for shareholders who do not votein favor of an
amal gamation and who follow certain procedures. However, under Bermuda law, no written demand of payment to
the amalgamating company is required, and instead, the dissenting shareholder must apply to the Supreme Court for
a determination of the fair value of his shares.



Bermuda law permits the Bye-Laws of a company to provide that a majority is required to constitute
aquorum for the transaction of any action at a meeting of directors. The Bye-Laws of both the Company and
Frontline contain such a provision.

In Bermuda, the Bye-Laws of a company may authorize a company to indemnify its officers or
directors against personal liability for anything done or omitted to be done by such officer or director except any acts
of fraud or dishonesty. The Bye-Laws of both the Company and Frontline contain such indemnification provisions.

Bermuda law permits a company to purchase and maintain insurance to indemnify any officer or
director against loss or liability imposed by arule of law the officer or director breached in his capacity as an officer
or director of the company. The Company currently maintains directors and officers liability insurance and intends
to maintain such coverage following the Effective Time.

Under Bermuda law, an officer or director who has a material interest in a matter being considered
by acompany or is aparty to such a contract is deemed to have acted dishonestly if he failsto disclose it to the
company’s directors.

MARKET PRICES, DIVIDENDSAND RELATED SHAREHOLDER MATTERS
Market Prices

The ADSs are quoted through NASDAQ/NM under the symbol "LOFSY." The ADSsare
evidenced by ADRsissued by The Bank of New Y ork, as depositary. LOF Ordinary Shares are listed on the LSE
under the symbol "LOFS."

The Frontline Ordinary Shares are traded on the Oslo Stock Exchange under the symbol "FRO."

Set forth in the tables below is certain information concerning the market prices of LOF Ordinary
Shares and the Frontline Ordinary Shares, for the period beginning on April 1, 1996, and ending on March 31, 1998,
in the case of the Company and beginning on January 1, 1996, and ending on March 31, 1998, in the case of
Frontline. The first table shows the high and low closing prices for Shares for each quarter in that period as reported
by NASDAQ/NM and the LSE. The second table sets forth the high and low closing bid and asked prices for
Frontline Ordinary Shares for each quarter of that period as reported on the Oslo Stock Exchange and Frontline AB
on the Stockholm Stock Exchange. The high and low closing prices for ADSs represent prices between dealers, may
not necessarily represent actual transactions and do not include retail mark-ups, mark-downs or commissions and the
high and low closing middle market quotations for LOF Ordinary Shares on the L SE are derived from its daily
officid list, in pence per LOF Ordinary Share.
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LOF ORDINARY SHARES AND ADSs

Tablel
NASDAQ/NM LSE
High Low High Low
(ADSs) (Ordinary Shares)

Period
Fiscal year ended March 31, 1997

First qUarter .......cccoceeeveeieceee e $13.38 $12.31 £0.94 £0.84

57S w0010 o (U7 (= R $14.38 $13.50 £0.97 £0.94

Third quarter ..o, $14.50 $11.81 £0.94 £0.76

Fourth quarter ... $14.50 $11.75 £0.88 £0.66
Fiscal period ended December 31, 1997

First qUarter ......c.cccceeeveeveeieneceeceesese e $14.50 $13.50 £0.93 £0.80

Second quarter1 ........................................... $15.50 $12.63 £0.97 £0.81

Third quarter ..o $16.50 $13.50 £0.94 £0.86
Fiscal year ended December 31, 10982

First qUarter.......ccccoceeevececeececeseese e $14.50 $12.00 £0.92 £0.67

1. On September 19, 1997, the date preceding the announcement of the execution of the
Amalgamation Agreement, the closing price for ADSs, as reported on NASDAQ/NM, was $15.38 and the middle
market quotation of LOF Ordinary Shares as reported on the L SE was £0.935.

2. In November 1997 the Company changed its accounting reference date to December 31.
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FRONTLINE ORDINARY SHARES

Table2
Stockholm Oslo
Stock Exchange Stock Exchange
High Low High Low
Period
Fiscal year ended December 31, 1996
First quarter........ccooveeennereenernenns SEK 20.2 SEK 16.8 - -
Second quarter........ccooeeevvereerennenns SEK 22.8 SEK 17.1 - -
Third qUarter......cccceeveeveveeeeierinns SEK 23.4 SEK 20.1 - -
Fourth quarter.........cccoevvevveiienenen. SEK 25.0 SEK 21.5 - -
Fiscal year ended December 31, 1997
First quarter........ccooveeennereenernenns SEK 27.8 SEK 23.0 - -
Second quarter........ccoceeeeveeeerennenn SEK 29.0 SEK 23.0 - -
Third qUarter......cccceeveeveveeeeierinns - - NOK 39.00 NOK 28.70
Fourth quarter.........ccceevveevrerienene. - - NOK 39.50 NOK 28.00
Fiscal year ended December 31, 1998
First quarter........ccooveeennereenernenns - - NOK 30.00 NOK 21.30

On September 19, 1997, the date preceding the announcement of the execution of the Amalgamation
Agreement, the closing price for the Frontline Ordinary Shares, as reported by the Oslo Stock Exchange, was NOK
35.10.

Holders. The approximate number of record holders of LOF Ordinary Shares as of the Record Date
was 2,700. Thisincludes holders holding in "street" and "nominee" names holding for numerous additional
beneficia holders, and is based on information provided by the Company’ s transfer agent. As of that date, there
were approximately 10 holders of record of ADSs in the United States.

The approximate number of record holders of the Frontline Ordinary Shares as of the Record Date
was 3,356. Thisincludes holders holding in "street" and "nominee" names holding for numerous additional
beneficial holders, and is based on information provided by Frontline' s transfer agent. As of that date, there were
approximately 15 holders of record of Frontline Ordinary Shares in the United States.

Dividends. The Company has not paid adividend to its shareholders since January 1996 when a
dividend of US $0.025 per ADS or US $0.0025 per LOF Ordinary Share was paid.

Frontline has never paid a cash dividend on its Frontline Ordinary Shares and does not presently
intend to pay cash dividends thereon in the foreseeable future. Furthermore, Frontling' s ability to pay dividendsis
restricted by financing arrangements to which it and its subsidiaries are subject. Under Bermuda law, each of the
Company and Frontline is not permitted to declare or pay dividends to shareholders if there are reasonable grounds
to believe that (a) the Company or Frontline, asthe case may be, is, or would after the payment be, unable to pay its



liabilities, as they became due; or (b) the realized value of the Company’s or Frontline' s assets, as the case may be,
would thereby be less than the aggregate of its liabilities and its issued share capital and share premium accounts.

THE COMPANY'SUNAUDITED
CONDENSED PRO FORMA COMBINED FINANCIAL STATEMENTS

September 30, 1997

The following Unaudited Condensed Pro Forma Combined Balance Sheet as of September 30, 1997,
and the Unaudited Condensed Pro Forma Combined Statements of Operations for the six-month and twelve-month
periods ended September 30 and March 31, 1997, respectively, have been prepared to illustrate the estimated effects
of the proposed Combination applying US GAAP under the purchase method of accounting with Frontline treated as
the accounting acquiror and the Combination treated as areverse acquisition. Allocations of purchase price have
been determined based on preliminary estimates of fair values, however, management expects no material changes
in such allocations upon final estimates of fair values. The Unaudited Condensed Pro Forma Combined Balance
Sheet as of September 30, 1997, was prepared as if the Combination were consummated on September 30, 1997.
The Unaudited Condensed Pro Forma Combined Statement of Operations for the Company’ s fiscal six-month and
twelve-month periods ended September 30, 1997 and March 31, 1997, respectively, were prepared asif the
Combination were consummated as of April 1, 1996. The Unaudited Condensed Pro Forma Combined Financial
Statements are based on the consolidated financial statements of Frontline and the Company giving effect to the
Combination under the assumptions and adjustments outlined in the accompanying Notes to Unaudited Condensed
Pro Forma Combined Financia Statements.

The Unaudited Condensed Pro Forma Combined Financial Statements have been prepared applying
US GAAP. Frontline sfinancial statements, which are as of and for the six month period ended September 30, 1997
and fiscal year ended December 31, 1996, have been converted from Swedish GAAP to US GAAP and trand ated
into US dollarsfor purposes of this presentation (see Note 1 to the Unaudited Condensed Pro Forma Combined
Financial Statements). Swedish GAAP differsin certain significant respects from US GAAP. A reconciliation of
net income (loss) and shareholders’ equity of Frontline from Swedish GAAP to US GAAP is presented in Note 2
and Note 17 to the Consolidated Financial Statements of Frontline as of and for the nine months ended
September 30, 1997 and year ended December 31, 1996, respectively, included elsewhere in this Joint Proxy
Statement/Prospectus.

The Unaudited Condensed Pro Forma Combined Financial Statements are provided for illustrative
purposes only, and do not purport to represent what the financial position or results of operations of the Combined
Company would actually have been if the Combination had in fact occurred on the dates indicated or to project the
financial position or results of operations for any future date or period. Although the Company expectsto realize
cost reductions from the Combination, no effect has been given in the Company’s Unaudited Condensed Pro Forma
Combined Financial Statements to any such benefits. The Unaudited Condensed Pro Forma Combined Financial
Statements should be read in conjunction with the notes thereto and the consolidated financial statements of the
Company and Frontline and the related notes thereto contained elsewhere herein.



Unaudited Condensed Pro Forma Combined Balance Sheet
As of September 30, 1997
(amounts in thousands)

Historical Pro Forma
The
Company  Frontling(1) Adjustments Combined
Cash and Cash Equivaents $ 26,279 $ 61,038 $(93,539) (2a) $ 65,978
(2,500) (2c)
75,000 (3)
(300) (4)
Assets Held for Sale 22,301 29,199 (2¢) 51,500
Other Current Assets 5,196 31,262 36,458
Total Current Assets 53,776 92,300 7,860 153,936(8)
Vessels and Equipment, net 178,896 873,001 (21,147) (2¢) 1,030,750
Investments 214,706 214,706
Other Assets 659 5,157 300 (4) 6,116
Total Assets $233,331  $1,185,164 $(12,987) $1,405,508
Current Liabilities $22,212 $176,765 $3,440 (2d) $277,417(8)
75,000 (3)
Long-Term Liabilities 92,433 499,965 592,398
Shareholders’ Equity 118,686 508,434 (93,539) (2ad) 535,693
3,500 (2b)
(1,388) (2f)
Total Liabilitiesand
Shareholders’ Equity $233,331  $1,185,164 $(12,987) $1,405,508




Unaudited Condensed Pro Forma Combined Statement of Operations

Net Operating Revenues

Operating Expenses:
Operating and Maintenance
Depreciation and Amortization
Administrative Expenses

Total Operating Expenses

Operating Income

Other Income (Expense), Net
Net Income (Loss) Before
Income Taxes

Income Taxes

Net Income (Loss)

Net Income (Loss)
Per Ordinary Share

Net Income (Loss)
per ADS

Weighted Average Number of
Ordinary Shares Outstanding

Weighted Average Number of
ADSs Outstanding

For the Six Months Ended September 30, 1997
(amounts in thousands, except per share amounts)

Historical Pro Forma

The
Company  Frontling(1) Adjustments Combined
$22,349 $98,038 $120,387
8,499 34,808 43,307
6,396 30,195 $(529) 36,062
1,844 7,127 o 8,971
16,739 72,130 529) 88,340
5,610 25,908 529 32,047
(5,981) (18,159) o (24,140)
(372) 7,749 529 7,907
(30) (5) (35)
(401) 7,744 $529 7,872
0.005 0.075 0.017
0.05 N/A 0.17
74,688 103,543 461,059
7,469 N/A 46,106
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Unaudited Condensed Pro Forma Combined Statement of Operations
For the Twelve Months Ended March 31, 1997
(amounts in thousands, except per share amounts)

Historical Pro Forma
The
Company  Frontline (1) Adjustments Combined

Net Operating Revenues $41,975 $97,488 $139,463
Operating Expenses:
Operating and Maintenance 16,157 61,436 77,593
Depreciation and Amortization 12,781 29,898 $(1,057) (5) 41,622
Administrative Expenses 3,331 7,224 10,555
(Gain) on Sale of Ships (5,393 (5,393

32,269 93,165 (1,057) 124,377
Operating Income 9,706 4,323 1,057 15,086
Other Income (Expense), Net 7,719 (16,851) (2,747) (6) (27,317)
Net Income (Loss) Before 1,987 (12,528) (1,690) (12,231)
Income Taxes
Income Taxes (18) (12) (30)
Net Income (Loss) $1,969 $(12,540 $(1,690) ($12,261)
Net Income (Loss) 0.026 (0.220) 0.02
per Ordinary Share S
Net Income (Loss) 0.26 N/A (0.27)
per ADS
Weighted Average Number 74,610 46,887 461,059 (7)
of Ordinary Shares Outstanding
Weighted Average Number 7,461 N/A 46,106 (7)
of ADSs Outstanding

Notes to Unaudited Condensed Pro Forma Combined Financial Statements

D To present Frontline' s Balance Sheet as of September 30, 1997, and Statements of Operations for
the six-month period and fiscal year ended September 30, 1997, and December 31, 1996, respectively. These
financia statements have been converted from Swedish GAAP to US GAAP and trandated into US dollars for
purposes of this presentation using the period end rate of exchange as of September 30, 1997 of $1.00 = SEK 7.59.
Swedish GAAP differsin certain significant respects from US GAAP. A reconciliation of net income (loss) and
shareholders' equity of Frontline from Swedish GAAP to US GAAP is presented in Note 2 and Note 17 to the
Consolidated Financial Statements of Frontline as of and for the nine months ended September 30, 1997, and year
ended December 31, 1996, respectively, included elsewhere in this Joint Proxy Statement/Prospectus. Certain
reclassifications have been made to conform the Frontline historical financial statements to the pro forma
presentation. Such reclassifications have no effect on total shareholders’ equity or net income (10ss).

2 To reflect the Combination of Frontline and the Company, which will result in the former Frontline
shareholders having a majority ownership of the combined company. The estimated total purchase price of the
Company was approximately $102,979,000, which consists of the following: (&) cash consideration paid for
58,792,575 LOF Ordinary Shares multiplied by $1.591 per share; (b) fair value of outstanding options and warrants
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assumed on LOF Ordinary Shares for approximately $3,500,000; (c) cash payments for estimated transaction costs
amount to $2,500,000; and (d) costs of $3,440,000 resulting from a plan to exit an activity of an acquired company
and a plan to terminate or relocate employees of an acquired company. With respect to adjustment (d), management
believesthat all criteriaof EITF 95-3 have been satisfied. The estimated total purchase price for the Company has
been alocated to the fair value of the assets acquired and liabilities assumed. It is anticipated and assumed in these
Unaudited Condensed Pro Forma Combined Financial Statements that the book value of the Company’ s assets and
liabilities will approximate their fair value other than assets held for sale and vessels and equipment, with anet fair
value adjustment estimated for $8,052,000 (€). Thisfair value adjustment includes purchase price adjustments listed
below (i.e., b-d) and the estimated $1,388,000 (f) effect of adjusting the original 73,725,816 LOF Ordinary Shares
outstanding from a book value per share of $1.60983 to afair value per share of $1.591. The purchase price for the
completion of the Combination was determined as follows:

($in thousands)

@ Approximate Cash consideration paid 93,539
for LOF Ordinary Shares

(b) Estimated fair value of the Company’s outstanding 3,500
stock options and warrants assumed

(© Estimated Cash to be paid for direct transaction costs 2,500

(d) Estimated Costs to exit an activity and to
terminate or relocate employees 3,440
Total purchase price 102,979
Approximate Fair Vaue of LOF Ordinary Shares
not held by shareholders of Frontline 23,759
Total basisin the acquired Company 126,738

The purchase price will be allocated based upon estimated fair values of the Company’s assets and liabilities.
For purposes of the Unaudited Condensed Pro Forma Combined Financial Information, the purchase price has been
allocated asfollows:

($in thousands)

Total assets acquired 233,331
Total liabilities assumed 114,645
Historical net book value of the Company 118,686
(e Fair value write-up to assets held for sale 29,199
(e Fair value write-down to vessels and equipment (21,247)
Total basisin the acquired Company 126,738

3 To record debt financing obtained in connection with the Combination.

4 To record costs directly associated with debt financing obtained in connection with the Combination.

(5) To record a reduction in depreciation expense assuming the fair value write-down to vessels and
equipment took place on April 1, 1996. The pro forma adjustment assumes estimated remaining useful lives of 20
years for depreciation.

(6) To adjust interest expense (including amortization of debt issuance costs), assuming that the additional

financing was obtained as of April 1, 1996. Interest expense has been calculated on $45 million using an interest
rate of 7.20313%, based on the six-month LIBOR rate of 5.82813% as of September 19, 1997, plus a margin of
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1.375% and assumes principal repayment of $45 million six months from drawdown (or during the pro forma
period) asrequired by the Bridge Loan Agreement. Interest expense has been calculated on $30 million using an
interest rate of 8.26041%, based on a pro-rated, four-month LIBOR rate of 5.76041% as of September 19, 1997, plus
amargin of 2.5% and assumes principal repayment of $30 million four months from drawdown (or during the pro
forma period as required by the Bridge Loan Agreement). A one-half percent change in interest rates would impact
interest expense in the amount of approximately $162,500 over the twelve-month pro forma period.

@) To present weighted average number of Ordinary Shares and ADSs outstanding as if 14,933,241 and
1,493,324, respectively, LOF Ordinary Shares and ADSs, respectively, currently held by the shareholders of the
Company other than Frontline had remained outstanding since April 1, 1996 and 446,125,368 and 44,612,537 LOF
Ordinary Shares and ADSs, respectively, to beissued to Frontling' s shareholders in connection with the
Amalgamation had taken place on April 1, 1996.

(8) According to the Unaudited Condensed Pro Forma Combined Balance Shest, the combined company
would have on a pro forma basis after the Combination a cash balance of approximately $66 million as of
September 30, 1997. In addition, Frontline expects to have realized $16 million from operations, $51.5 million from
the sale of the Company’ s Panamax vessels and $1.5 million from the refinancing of the Company’ s three Suezmax
tankers prior to the Effective Time. Accordingly, the combined company expects to have available cash of
approximately $135 million at the Effective Time. Approximately $230 million of the combined company’s current
liabilities on a pro forma basis represent the current portion of long term debt, of which $56 million is the current
portion of secured vessel-related debt.

DESCRIPTION OF FRONTLINE PROPOSALS
FRONTLINE PROPOSAL 1- AMENDMENT AND RESTATEMENT OF FRONTLINE'SBYE-LAWS
Reasons for the Amendment

Frontline' s present Bye-Laws were adopted on July 1, 1997, and were amended on September 25,
1997. To meet the changing needs of Frontline, its Board of Directors voted unanimously to amend and restate
Frontline's Bye-Laws in their entirety, subject to shareholder approval asrequired by Section 13(5) of the
Companies Act. The complete text of the proposed amended and restated Bye-Laws (the "Amended Bye-Laws") is
set forth in Exhibit C to this Joint Proxy Statement/Prospectus. The discussion in this Joint Proxy
Statement/Prospectusis qualified in its entirety by reference to the Amended Bye-Laws. The Amended Bye-Laws
are to be adopted in their entirety by the Company. See"Company Proposal 2 - Adoption of Frontline's Bye-Laws."

Except as described below, the changes in the Amended Bye-Laws are procedural and
administrative in nature and are intended to bring Frontline' s corporate matters more in line with modern corporate
practice and facilitate the consummation of the Amalgamation. The material changes contained in the Amended
Bye-Laws are summarized below:

1. Shareholder’s Vote Required For Amalgamation. The Amended Bye-Laws provide that at any
general meeting of Frontling' s shareholders approval of any amalgamation between Frontline and another company
shall be decided by avote of at least amagjority of the Frontline Ordinary Shares present in person or by proxy
entitled to vote and voting at such general meeting. Pursuant to Section 106 of the Companies Act, the
Amalgamation is subject to approval of at least 75% of the outstanding Frontline Ordinary Shares. However, as
discussed below, the number of outstanding Frontline Ordinary Shares required to approve the Amalgamation may
be changed by an amendment to Frontline's Bye-Laws.

2. Share Repurchase Subject to Exchange Rules. The Amended Bye-Laws empower the Board to
authorize share repurchases by Frontline subject to the rules of the LSE, the NASDAQ/NM and the Oslo Stock
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Exchange. The present Bye-Laws make no mention of exchange regulation and restrict the period, method and
percentage of share repurchase which may be authorized.

3. Quorum at General Meetings. The Amended Bye-Laws require an aggregate 33 1/3% of the
voting rights entitled to be exercised at a general meeting to be present or represented to constitute a quorum at such
meeting. The present Bye-Laws require a minimum of two sharehol ders to constitute a quorum.

4. Employee Share Scheme. The Amended Bye-L aws authorize the establishment of an employee
share scheme as a potential future benefit for employees of Frontline. The scheme provides for afacility by which
employees may purchase Frontline Ordinary Shares at significant discount to market values. The present Bye-Laws
provide for no such scheme.

5. Quorum at Board Meetings. The Amended Bye-Laws require individual s constituting a majority
of the Board to be present, with a majority of those present non-residents of Norway, in order to constitute a quorum
of the Board of Frontline. The present Bye-Laws required at least two members of the Board to constitute a quorum.

6. Amendment of Bye-Laws. The Amended Bye-Laws of Frontline provide that the Bye-Laws may
be amended by a simple mgjority of the votes cast at a general meeting. The present Frontline Bye-Laws require
66 2/3% of the votes cast at a general meeting to authorize amendment to the Bye-Laws.

7. Attendance at General Meeting. The Amended Bye-Laws provide that no shareholder may
attend any general meeting unless written notice of such shareholder’s intention to attend and vote isdelivered in a
certain form to Frontline' s registered office at least 48 hours prior to the scheduled general meeting or adjournment
thereof. The present Bye-Laws of the Company do not contain such a provision.

Required Vote

Approval of Frontline Proposal 1 will require the affirmative vote of 66 2/3% of the Frontline
Ordinary Shares cast on such proposal. Frontling's Principal Shareholder has indicated that it intends to vote the
approximately 49.6% of the Frontline Ordinary Sharesit holdsin favor of Frontline Proposal 1. |f shareholder
approval of Frontline Proposal 1 is not obtained, the present Bye-Laws will remain in effect. In such event, the
affirmative vote of 75% of the outstanding Frontline Ordinary Shares will be required to approve the Amalgamation
and Sale. In the event the Amalgamation is not consummated by May 22, 1998, the Company will merge with a
wholly-owned subsidiary of Frontline pursuant to the terms of the Amalgamation Agreement in order to effect the
Alternative Amalgamation and the Company will be delisted from NASDAQ/NM. See "Recent Developments -
The Amalgamation and Sale," and "The Amalgamation and Sale - The Alternative Amalgamation." Unless
indicated to the contrary, the enclosed proxy will be voted FOR adoption of Frontline Proposal 1.

THE BOARD OF DIRECTORS OF FRONTLINE UNANIMOUSLY RECOMMENDSA
VOTE FOR APPROVAL OF FRONTLINE PROPOSAL 1.

FRONTLINE PROPOSAL 2- THE AMALGAMATION AND SALE

The material terms of the Amalgamation and Sale are discussed in "The Amalgamation and Sale.”
This discussion of the Frontline Proposal 2 is qualified in its entirety by reference to the terms and conditions of the
Amalgamation Agreement set forth in Exhibit A to this Joint Proxy Statement/Prospectus and the summary in "The
Amalgamation and Sale." Shareholders of Frontline should read "The Amalgamation and Sale" and the
Amalgamation Agreement in their entirety.
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General

The Amalgamation Agreement provides that subject to the satisfaction or (where legally
permissible) waiver of certain conditions, including, among other things, the consent of the Authority to permit the
issuance of a sufficient number of LOF Ordinary Shares, Sub will be amalgamated with the Company. Asaresult
of the Amalgamation, Frontline' s shareholders will receive 3.2635 LOF Ordinary Shares and a Fraction of a New
Warrant in exchange for each Frontline Ordinary Share held by them, and the Amalgamated Company resulting
from the amalgamation will become awholly-owned subsidiary of the Company. No fractional LOF Ordinary
Shares or New Warrants shall beissued. Immediately thereafter, al of Frontling's assets and liabilities vested in the
Amalgamated Company will be sold to the Company at their fair market value in consideration for a note, the name
of the Company will be changed to "Frontline Ltd." and Frontline's Bye-Laws, as amended, will become the Bye-
Laws of the Company. See "Frontline Proposal 1 - Amendment and Restatement of Frontline's Bye-Laws."

Rights Plan

Each LOF Ordinary Share, including LOF Ordinary Shares to be issued to Frontline' s shareholders
at the Effective Time, have Rights attached to them. Such Rights are not separately transferable.

Set forth below is other material information concerning the Rights:

On December 6, 1996, the Board of Directors of the Company declared a dividend of one Right for
each outstanding LOF Ordinary Share. Theterms of the Rights are set forth in the Company rights agreement dated
as of December 6, 1996 between the Company and The Bank of New Y ork, asrights’ agent (the "Rights
Agreement"). The following description of the Rights does not purport to be complete and is qualified in its entirety
by reference to the Rights Agreement incorporated herein by reference. Each Right entitles the registered holder to
purchase from the Company one-fourth (1/4) of one LOF Ordinary Share at a price of $1.50 per share, subject to
adjustments.

In the event, among other things, that any person or group of affiliated or associated persons
becomes an "Acquiring Person” as defined in the Rights Agreement, each holder of a Right, other than Rights
beneficially owned by the Acquiring Person (which will thereafter be void), will thereafter have the right to receive
upon exercise of the Right, at the then current exercise price of its Right, that number of LOF Ordinary Shares
having a market value of eight timesits exercise price of its Right. At any time prior to the time an Acquiring
Person becomes such, the Board of Directors of the Company may redeem the Rights in whole, but not in part, at a
price of $0.001 per Right (the "Redemption Price"). The redemption of the Rights may be made effective at such
time, on such basis and with such conditions as the Company’ s Board in its sole discretion may establish.
Immediately upon any redemption of the Rights, the right to exercise the Rights will terminate and the only right of
the holders of Rightswill be to receive the Redemption Price. The adoption of the Rights Plan would tend to
discourage unsolicited proposals to acquire the Company.

On October 31, 1997, the Board of Directors of the Company amended the Rights Agreement so
that the purchase of Shares on the Purchase Dates by Frontline pursuant to the Offer did not result in Frontline
becoming an Acquiring Person thereunder.

Recommendation of the Board of Directors of Frontline; Background and Reasons for the Amalgamation and
Sale

The Board of Directors of Frontline believes that the Amalgamation and Sale are in the best interests
of the shareholders of Frontline and has approved the Amalgamation and Sale.

51



Frontline' s strategy is to become one of the world’ s largest publicly traded tanker owning
companies with amodern, high quality fleet including VLCCs, Suezmax tankers and OBO carriers. Frontline also
seeks through appropriate combinations with other ship owners and operators to produce a more cost-effectively
operated combined fleet that benefits from economies of scalein chartering due to improved logistics and fleet
allocation possibilities. Frontline also believes that appropriate combinations may increase its bargaining power and
flexibility relative to suppliers and shipbuilders, and produce cost savings in areas such as chartering, operations,
management and administration.

In Frontline's view, the Company is awell known, first class ship operator with a high quality,
modern fleet. In addition, the Company has along history as a publicly traded company. Accordingly, following the
Company’ s announcement on February 27, 1997, that it intended to pursue arange of strategic aternatives to
enhance shareholder value, Frontline’ s Board of Directors authorized management to consider a possible
combination with the Company. Subsequently, Frontline's Board of Directors evaluated the proposed
Amalgamation Agreement and the related Offer and Amalgamation.

In evaluating the Offer and Amalgamation, the Board of Directors of Frontline considered the
following factors;

. the Company’s recent dividend policy. The small cash dividend the Company had declared in 1995
and the first three quarters of 1996 indicated positive cash flow;

. the Company’s book and market values. The Company’s book value was less than its market value,
plus its book value and market capitalization were each lower than the Company’s net asset value,
which was calculated based upon estimated market values of the Company’s vessels;

. the Company’s underlying assets. That the Company operated in the same segment of the tanker
market as Frontline indicated that a business combination could lead to greater economies of scalein
operations;

. the overall compatibility of management philosophies of the Company and Frontline;

. the likelihood that the operations of the companies could be integrated smoothly; and

. the value of the consideration to be paid by Frontline in the Offer as compared to the Company’s net
asset value.

Due to the experience of the Board of Directorsin evaluating tanker investments and in line with
practice of Scandinavian public companies, the Board of Directors of Frontline did not seek the opinion of any
financial advisor concerning its entry into the Amalgamation. The Board of Directors of Frontline, did, however,
with the assistance of Lazard Freres & Co. LLC ("Lazard"), perform financial analyses concerning economies and
savings in operating and financial costs which would result from a combination with the Company. Lazard isan
internationally recognized investment banking firm with expertise in mergers and acquisitions and corporate finance.
Frontline engaged Lazard to assist it with itsfinancial analyses as aresult of Lazard’ s reputation and experiencein
shipping industry transactions and the prominence of Lazard's shipping industry analysts. There had been no
material relationship, nor any understanding with respect to such arelationship, between Lazard, its affiliates or
unaffiliated representatives and Frontline during the two years preceding this engagement.

The financial analyses performed by Lazard did not relate to, nor did they express any opinion or
make any recommendation with respect to, the fairness of the consideration. Instead, the analyses consisted of a
calculation of the pro forma savings and efficiencies to be achieved by the proposed Combination and were based
upon assumptions and financial data supplied by Frontline. The assumptions provided by Frontline were that the
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combined company would realize cost savings from operations, from selling, general and administrative ("SG&A")
costs and from interest expense as a result of the proposed Combination.

The operations- and SG& A-related cost savings were expected to result from the possible reflagging
of the Company’ s vessels, areduction in crew wages, a reduction in the amount of office space leased and a
reduction in the number of the Company’s employees. With respect to operating cost savings, Frontline instructed
Lazard to assume that there would be a savings of $1,340 per day for each Suezmax and Panamax tanker in the
Company’ s fleet, based upon a comparison of the past operating expenses incurred by each company and assuming
that the Company’ s operating costs would be reduced to the level of Frontline's costs. With respect to SG& A cost
savings, Frontline instructed Lazard to assume first that the Company’s costs would be reduced from the Company’s
current level of $525,000 per vessel to Frontline's cost of $213,000 per vessel, and second that the cost of the
combined fleet would be reduced an additional 10% to $191,000 per vessel as aresult of the combined company’s
ability to manage alarger fleet without a commensurate increase in the cost of SG&A. Theinterest-related cost
savings were expected to result from the lower interest rate that alarger company could obtain. In this respect,
Frontline instructed Lazard to assume that the combined company would be able to obtain a spread to LIBOR of
0.800%, resulting in a savings of approximately $2.4 million based upon the combined company’s long-term debt.
Frontline provided Lazard with no other assumptions, nor did Frontline place any limitations on Lazard' s analyses.

Lazard calculated the potential cost savings over periods of seven and ten years and calculated the
net present value of such savings using various discount rates. The findings of Lazard's analyses were that the
savings per share of the combined company over a seven-year period would be approximately $4.08 per share, while
the comparable savings for aten-year period would be approximately $4.10 per share.

Given the foregoing, in the belief that such considerations rendered the proposed Combination in the
best interests of Frontline's shareholders, on September 19, 1997, the Board of Directors of Frontline approved a
series of transactions which collectively constitute the Combination of the Company with Frontline.

Resales of LOF Ordinary Shares and New Warrants Issued in the Amalgamation; Affiliates

LOF Ordinary Shares and New Warrants to be issued to shareholders of Frontline in connection
with the Amalgamation will be freely transferable under the 1933 Act, except for shares issued to any Frontline
Affiliate. Itisarequirement of Frontline pursuant to the Amalgamation Agreement that, at or prior to the Effective
Time, each person who may be deemed to be a Frontline Affiliate shall have executed and delivered to the Company
an agreement which provides that such Frontline Affiliate will not sell, transfer or otherwise dispose of any LOF
Ordinary Shares obtained as aresult of the Amalgamation except in compliance with the 1933 Act and the rules and
regulations of the Commission thereunder. The certificates representing LOF Ordinary Shares and New Warrants
issued to Frontline Affiliates in the Amalgamation will bear alegend summarizing the foregoing restrictions.

Dissenters' Rights

Set forth below is a summary of the procedure relating to the exercise of Dissenters' Rights. The
following summary does not purport to be a complete statement of the provisions of Section 106 of the Companies
Act andisqualified in its entirety by reference to Exhibit D hereto and to any amendments to such sections as may
be adopted after the date of this Joint Proxy Statement/Prospectus.

Application. A dissenting Frontline shareholder who does not vote in favor of the Amalgamation
and is not satisfied that the LOF Ordinary Shares he isto receive pursuant to the Amalgamation constitute fair value
for his shares may apply to the Supreme Court of Bermuda (the "Court") for a determination as to the fair value of
his shares. The Court will appraise and set the value of the dissenting shareholder’s shares and if the Court
determines that fair value has not been received, Frontline shall be required to acquire the shares within one month
of the Court’s appraisal for consideration fixed by the Court. The cost of an application to the Court to appraise the
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value of adissenting shareholders’ shares are to be borne as determined in the discretion of the Court. No appeal
may be granted from an appraisal by the Court.

No Votein Favor of the Amalgamation. Holders of Frontline Ordinary Shares for which Dissenters
Rights are sought may be barred from exercising such rights if such shares have in any way been voted in favor of
the proposal to approve the Amalgamation. Vaoting in favor of the Amalgamation or the submission of asigned
blank proxy card may be deemed awaiver of Dissenters' Rights. Failure to return a proxy card or to vote, or
abstaining from voting, will NOT, however, waive Dissenters' Rights.

Exclusive Remedy; Exception. The enforcement by a shareholder of Dissenters' Rights pursuant to
the procedures set forth above is such shareholder’ s exclusive remedy.

A HOLDER OF FRONTLINE ORDINARY SHARESMAY DISSENT AND EXERCISE
DISSENTERS RIGHTSONLY ASTO ALL THE SHARESREGISTERED IN HISNAME. THE
PROCEDURES SET FORTH ABOVE AND IN THE COMPANIESACT MUST BE FOLLOWED TO
EXERCISE SUCH RIGHTS. DISSENTERS RIGHTSMAY BE LOST IF THE PROCEDURES OF
SECTION 106 ARE NOT FOLLOWED FULLY.

Any Frontline shareholder of record contemplating exercising Dissenters' Rights with respect to the
Amalgamation is urged to review carefully the provisions of Sections 106 of the Companies Act, in particular the
procedural steps required to apply for Dissenters’ Rights.

Required Vote

Assuming the approval of Frontline Proposal 1, approval of Frontline Proposal 2 will require the
affirmative vote of amajority of the Frontline Ordinary Shares present in person or by proxy and entitled to vote on
such proposal. If Frontline Proposal 1 is not adopted, approval of Frontline Proposal 2 will require the affirmative
vote of at least 75% of the outstanding Frontline Ordinary Shares. Unless indicated otherwise to the contrary, the
enclosed proxy will be voted FOR adoption of Frontline Proposal 2.

Frontline' s Principal Shareholder has agreed to vote its Frontline Ordinary Sharesin favor of
Frontline Proposal 2.

The Board of Directors of Frontline considers the Transactions to be advantageous to the
shareholders of Frontline. Each director of Frontline has stated that he intends to vote all Frontline Ordinary Shares
he owns beneficially in favor of Frontline Proposal 2 at the Special General Mesting of Frontline.

THE BOARD OF DIRECTORS OF FRONTLINE UNANIMOUSLY RECOMMENDS
THAT SHAREHOLDERS OF FRONTLINE VOTE FOR APPROVAL OF FRONTLINE PROPOSAL 2.

INFORMATION CONCERNING THE COMPANY
Business of the Company
The Company

The Company was incorporated with limited liability under the Companies Act on June 12, 1992,
for the purpose of succeeding to the business of London & Overseas Freighters plc ("LOF plc").

The Company owns and operates a fleet of oil tankers that transport crude oil and oil products to and
from ports primarily in the United States. The Company has operated tankers in the crude oil and oil products trades
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continuously since 1950. Prior to December 1997, the Company’s fleet consisted of three Panamax tankers and
three Suezmax tankers, all registered under the British flag and manned by British officers. On October 29, 1997,
the Company entered into agreements to sell its three Panamax tankers to subsidiaries of Pegasus Shipping (Hellas)
Ltd., a Greek shipping company ("Pegasus"), for an aggregate purchase price of approximately $51.5 million. The
closing of the sale took place in December 1997,resulting in a net profit of approximately $30 million to the
Company based on the book values of the vessels as of their delivery to the purchaser.

The Company’s principal focus and expertise to date have been to serve major integrated oil
companies and other customers that require cargoes to be loaded in or delivered directly to US ports, rather than at
offshore terminals. The Company’s business strategy has been (i) to provide premium quality transportation
services with amodern fleet; and (ii) to maintain a significant portion of its fleet on medium-term time charters,
depending on market conditions.

Operations

Since 1984, the Company has operated exclusively as atanker company. The Company operates a
fleet of three modern double-hull Suezmax tankers which are owned through wholly-owned subsidiaries. One of the
Company’s Suezmax vessels, the LONDON PRIDE, built in 1993 and renamed FRONT PRIDE in January 1998, is
operating under afive-year time charter with Chevron, which expiresin July 1998. The other two Suezmax tankers
LONDON GLORY, built in 1995 and renamed FRONT GLORY in December 1997, and LONDON SPLENDOUR,
built in 1995 and renamed FRONT SPLENDOUR in November 1997, currently operate in the spot charter market.

Customers of the Company have included major oil companies, major oil traders, large il
consumers and oil product producers, government agencies and various other entities that rely on the Panamax and
Suezmax trade. During fiscal years 1997, 1996 and 1995, Chevron accounted for approximately 34%, 39% and
75%, respectively, of the Company’s aggregate revenues primarily as aresult of the Company’s time charters with
Chevron. Infiscal year 1995, Tripetrol Oil Trading S.A. Inc. ("Tripetrol™) accounted for approximately 12% of the
Company’s aggregate revenues. No other customer, other than Chevron and Tripetrol, accounted for more than 10%
of the Company’s revenues during fiscal years 1995 through 1997.

The Company drydocks its vessels approximately every two and a half years and provisions are
made so that the financial results for each accounting year bears a proportionate share of these costs.

Employees

At August 29, 1997, the Company had 144 employees (exclusive of the lower crew), of whom eight
were executive and management personnel, 10 were in administrative and clerical positions, and 126 were seagoing
staff. The Company currently has five employees. This reduction is primarily due to the transfer of vessel
operations to alternative management and the consequent redundancy of seagoing personnel.

Competition

International seaborne oil and oil products tanker transportation services are provided by two main
types of operators. major oil company captive fleets (both private and state-owned) and independent shipowner
fleets. Many major oil companies and other oil trading entities, the primary charterers of the Company’s vessels,
also operate their own vessels and use such vessels not only to transport their own ail, but also to transport ail for
third-party charterersin direct competition with independent owners and operators such as the Company.
Competition for charters, particularly in the voyage charter market, isintense and is based upon price, location, size,
age, condition and acceptability of the vessel and its operator to charterers. Competition in the Panamax and
Suezmax segment is also affected by the availability of other size vesselsto compete in the trades in which the
Company engages.
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I nspection by Classification Society and Others

Every commercia vessel’s hull and machinery is"classed" by a classification society authorized by
its country of registry. The classification society certifies that the vessel has been built and maintained in
accordance with the rules of such classification society. All of the Company’s vessels have been certified as being
"in class' by its classification society, LIoyds Register of Shipping. Each vessel isinspected by a surveyor of the
classification society every year ("Annual Survey"), every two to three years ("Intermediate Survey") and every four
to five years ("Specia Survey"). Most vessels are also required, as part of the Intermediate Survey process, to be
drydocked every 24 to 30 months for inspection of the underwater parts of the vessel and for necessary repair related
to such inspection. Deficiencies are noted as "recommendations” by the classification society and failure to rectify
recommendations may result in loss of avessel’s class certification and cancellation of insurance coverage.

Risk of Loss and Insurance

The business of the Company is affected by a number of risks, including mechanical failure of the
vessels, collisions, property loss to the vessels, cargo loss or damage and business interruption due to political
circumstances in foreign countries, hostilities and labor strikes. In addition, the operation of any ocean-going vessel
is subject to the inherent possibility of catastrophic marine disaster, including oil spills and other environmental
mishaps, and the liabilities arising from owning and operating vessels in international trade. Recent environmental
legislation and regulations in the United States, which impose, under certain circumstances, virtually unlimited
liability upon owners, operators and demise charterers trading in the US market for certain oil pollution accidentsin
US waters, have made liability insurance more expensive for trading in the US market and have also caused insurers
to consider reducing available liability coverage.

The Company believes that its current insurance coverage is adequate to protect against the
accident-related risks involved in the conduct of its business and that it maintains appropriate levels of
environmental damage and pollution insurance coverage, consistent with standard industry practice. However, there
is no assurance that al risks are adequately insured against, that any particular claims will be paid or that the
Company will be able to procure adequate insurance coverage at commercially reasonable rates in the future.

Regulation

The business of the Company and the operation of its vessels are materially affected by government
regulation in the form of international conventions, national, state and local laws and regulationsin force in the
jurisdictions in which the vessels operate, as well asin the country of their registration. Because such conventions,
laws and regul ations are often revised, the Company cannot predict the ultimate cost of complying with such
requirements or the impact of such requirements on the resale price or useful life of its vessels. The Company is
required by various governmental and quasi-governmental agencies to obtain certain permits, licenses and
certificates with respect to its operations. The Company believes that it has been and will be able to obtain all
permits, licenses and certificates material to the conduct of its operations.

In addition, the Company is subject to variousinternational conventions, national and local
legislation and regulations enacted to protect the environment. The Company has operated its vesselsin compliance
with these requirements and intends to continue to do so to the extent possible.

OPA 90 imposes strict liability upon responsible parties which include owners, operators and
charterers by demise. A complete defense is available where the spill is caused solely by an act of God, act of war
(including civil war and insurrection) or by athird party other than an employee or agent or party in a contractual
relationship with the responsible party. But even if the spill is caused solely by athird party, the owner or operator
must pay removal cost and damage claims and then seek reimbursement from the third party or the oil spill liability
trust fund established under OPA 90.
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OPA 90 limits the liability of each responsible party for atanker to the greater of $1,200 per gross
registered tonne or $10 million. Thislimit on liability is approximately $96 million for each of the Company’s
Suezmax vessals. Thislimit does not apply where, among other things, the spill is caused by gross negligence or
willful misconduct of, or aviolation of an applicable US federal regulation by, aresponsible party or its agent or
employee or any person acting in a contractual relationship with aresponsible party.

In addition to removal costs, OPA 90 provides for recovery of damagesincluding (i) natural
resources damages and the costs of assessment thereof; (ii) real and personal property damages; (iii) net loss of
taxes, royalties, rents, fees and other lost revenues; (iv) lost profits or impairment of earning capacity due to property
or natural resources damage; (v) net costs of public services necessitated by a spill response, such as protection from
fire, safety or health hazards; and (vi) loss of subsistence use of natural resources unrelated to physical damage to the
property of the claimant. This represents the potential for a substantial increase in the amount of recoverable
damages compared with prior law.

In order to assure that responsible parties will meet the minimum liability amount imposed by
OPA 90, responsible parties must establish evidence of financial responsibility. OPA 90 requires al (excluding
innocent voyage) vessels over 300 gross tonnes operating in US waters to maintain Certificates of Financial
Responsibility ("COFRs") evidencing their ability to pay for pollution damage in the event of a discharge of ail or
hazardous substances. To obtain the COFR, tankers must establish evidence of financial responsibility sufficient to
meet the statutory limit under OPA 90 ($1,200 per gross tonne for tankers and under the Comprehensive
Environmental Response, Compensation and Liability Act ("CERCLA") $300 per gross tonne) for discharges of oil
and hazardous substances releases for atotal of $1,500 per gross tonne for tankers, athough in the event of solely an
oil spill only the $1,200 per gross tonne figure would be used to calculate liability. Such evidence of financia
responsibility reflects astrict liability limit of approximately $56 million for each of the Company’ s Panamax
vessels and $120 million for each of its Suezmax vessels based upon their respective gross tonnages. Such evidence
of financial responsibility may be demonstrated by insurance, surety bond, self-insurance or guaranty. The
Company has COFRs in place for each of its vessels.

OPA 90 expressly provides that individual states are entitled to enforce their own pollution liability
laws, even if inconsistent with or imposing greater liability than OPA 90. Thereisno uniform liability scheme
among the states. Some states have OPA 90-like schemes for limiting liability to various amounts and some rely on
common law fault-based remedies, while yet others impose strict and unlimited liability on an owner or operator.
The Company believes that the liability provisions of OPA 90 and the similar state laws have greatly expanded the
Company’s potential liability in the event of an oil spill, even where the Company is not at fault.

Outside the United States, many countries have ratified and follow the liability scheme set out in the
International Convention on Civil Liability for Oil Pollution Damage 1969 ("CLC"). Under the CLC, avessd’s
registered owner is strictly liable for pollution damage caused in the territorial waters of a contracting state by a
discharge of persistent ail, subject to certain complete defenses. Liability currently is limited to approximately $180
per gross registered tonne with an approximate maximum of $19,000,000, with the exact amount tied to a unit of
account which varies according to a basket of currencies. Approximately one-quarter of the countries that have
ratified the CLC have increased the liability limits through a Protocol to the CLC which has recently entered into
force. Theliability limitsin the countries that have ratified this Protocol are currently approximately $4,000,000
plus approximately $567 per gross registered tonne above 5,000 gross tonnes with an approximate maximum of
$80,595,000 with the exact amount tied to a unit of account which varies according to a basket of currencies. The
right to limit liability is forfeited only where the spill is caused by the owner’s actual fault or direct contractual
relationship with athird party. Vesselstrading to contracting states must establish evidence of insurance covering
the limited liability of the owner.

In jurisdictions where the CLC has not been adopted, various |l egislative schemes or common law
govern and liability isimposed either on the basis of fault or in amanner similar to the CLC.
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Technical and Operational Requirements

OPA 90 also sets forth various technical and operating requirements. Existing single hull, double
sided and double bottom tankers are to be phased out of service between 1995 and 2015 based on their tonnage and

age.

Owners or operators of tankers operating in US waters must file with the US Coast Guard vessel oil
spill response plans and operate in compliance with the plans. The Company has filed vessel ail spill response plans
and obtained approval of such plans from the US Coast Guard.

In addition, numerous states have enacted or are considering legislation or regulations (where not
pre-empted by federal maritime law) involving at least some of the following provisions: tanker-free zones,
contingency planning, state inspection of vessels, additional operating and maintenance and safety requirements.

Internationally, the IMO has adopted new regulations addressing standards of tanker design and
inspection. These regulations, which came into effect on July 6, 1995, in many jurisdictions where the Company’s
tankers have operated and are expected to operate, provide for the phasing out of certain 25 and all 30 year-old
tankers without double hull construction or mid-deck design with double side construction, and provide that all
tankers will be subject to enhanced inspections. Newly constructed tankers must be of double hull construction or of
amid-deck design with double side construction or be of ancther approved design ensuring the same level of
protection against oil pollution if the contract is dated on or after July 6, 1993, the keel was laid on or after
January 6, 1994, or delivery takes place on or after July 6, 1996.

The double hull and alternative requirements set out above will not prevent the Company from using
its existing vessels for substantially all of their economically useful lives.

Other Environmental Initiatives

Several other nations and the EC are considering legislation that will affect the operation of ail
tankers and the liahility of ownersfor ail pollution. Whileit isimpossible to predict what legidation, if any, may be
promulgated by the EC or any other country or authority, OPA 90 islikely to influence such legislation and the
Company expects more stringent standards will be introduced at the state level in the United States and el sewhere.

The Company’s Vessals

The Company’s FRONT PRIDE (149,686 dwt) was built in 1993 and the FRONT GLORY
(149,834 dwt) and FRONT SPLENDOUR (149,745 dwt) in 1995. The Company sold three other vessels, the
LONDON SPIRIT, LONDON VICTORY and LONDON ENTERPRISE, to Pegasusin December 1997. Each of
the Company’s vessels was built in Chiba, Japan by Mitsui Engineering & Shipbuilding Co., Ltd.

Properties
The Company leases office space in Hamilton, Bermuda and its subsidiary, London and Overseas
Freighters (UK) Limited ("LOF(UK)"), leases office space in London, England. The Company deems such space

adequate to meet its current needs and is sufficient to accommodate a significant number of additional employeesif
necessary.
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L egal Proceedings

There are no material legal proceedings, actions or claims pending against the Company. The nature
of the Company’ s business exposes it to the risk of lawsuits for damages or penalties relating to, among other things,
personal injury, property casualty and environmental contamination. See "Business of the Company - Risk of Loss
and Insurance; - Regulation.”

Exchange Controlsand Other Limitations Affecting Security Holders

The Company is classified by the Authority as a non-resident of Bermuda for exchange control
purposes.

Thetransfer of ADSs or LOF Ordinary Shares between persons regarded as resident outside
Bermuda for exchange control purposes may be effected without specific consent under the Bermuda Exchange
Control Act of 1972 and regulations thereunder and the issuance of LOF Ordinary Shares (including sharesto be
represented by ADSs) to persons regarded as resident outside Bermuda for exchange control purposes may be
effected without specific consent under the Bermuda Exchange Control Act of 1972 and regulations thereunder.
Issues and transfers of ADSs or LOF Ordinary Shares involving any person regarded as resident in Bermuda for
exchange control purposes require specific prior approval under the Exchange Control Act of 1972

The owners of ADSs or LOF Ordinary Shares who are ordinarily resident outside Bermuda are not
subject to any restrictions on their rights to hold or vote their shares. Because the Company has been designated as a
non-resident for Bermuda exchange control purposes, there are no restrictions on its ability to transfer fundsin and
out of Bermuda or to pay dividends to US residents who are holders of ADSs, other than in respect of local Bermuda
currency. Asan "exempted company,” the Company is exempt from Bermuda laws which restrict the percentage of
share capital that may be held by non-Bermudians.

The Company has entered into aloan facility which contains restrictions on the Company’s ability
to pay dividends. See Note 10 to the Company’s Consolidated Financial Statements included herein for details of
material conditions related to the loan facility including the restriction on the payment of dividends.

Asof August 29, 1997, 1,245,588 of the authorized and unissued LOF Ordinary Shares were
reserved for issue pursuant to subscription under existing warrants (the "Existing Warrants") which can be exercised
at any time up to December 31, 2003. Under the conditions upon which the existing warrants were issued, certain
restrictions and conditions apply to the Company for so long as the subscription rights under the existing warrants
remain exercisable, including, among other things, the following:

@ the Company may not (i) pay any dividend or distribution out of share capital or capital in
excess of par value (that is, pay dividends and distributions from any source other than earnings or retained
earnings), except for certain share dividends; or (ii) issue any securities capitalized out of share capital, capital in
excess of par value, earnings or retained earnings, except for fully paid sharesin the equity capital of the Company
issued to the holders of its equity capital;

(b) the Company may not in any way modify the rights attached to its existing class or classes
of equity capital or create any new class of equity share as regards voting, dividend or capital but shall otherwise be
free to issue further shares;

(© the Company may not make any distribution of shares of equity capital if such distribution
would result in an adjustment in the exercise price of the existing warrants (currently £0.40 per LOF Ordinary Share,
which is equivalent to $0.65 per LOF Ordinary Share based on the £/$ exchange rate in effect at August 29, 1997) to
an amount less than the par value of an LOF Ordinary Share (currently $0.25);
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(d) if at any time an offer or invitation is made by the Company to the holders of LOF
Ordinary Shares for the purchase by the Company of any of its LOF Ordinary Shares, the Company shall
simultaneously give notice thereof to the existing warrant holders and each warrant holder shall be entitled to
exercise its subscription rights so as to take effect as if it had exercised such rights immediately prior to the date on
which such offer or invitation is made; and

(e if at any time an offer is made to all shareholders of the Company (or all such shareholders
other than the offeror and/or any company controlled by the offeror and/or persons acting in concert with the offeror)
to acquire the whole or any part of the issued equity share capital of the Company and the Company becomes aware
that as aresult of such offer the right to cast a majority of the votes which may ordinarily be cast at agenera
meeting of the Company has or will become vested in the offeror and/or such companies or persons, the Company
shall give notice of such vesting to the existing warrant holders within seven days of its becoming so aware.

Selected Financial Data.

The selected income statement data of the Company with respect to the fiscal years ended March 31,
1997, 1996 and 1995 and the selected balance sheet data of the Company with respect to the fiscal years ended
March 31, 1997 and 1996 have been derived from the Company’ s Consolidated Financial Statements included
herein and should be read in conjunction with such statements and the notes thereto. The selected financial datawith
respect to the fiscal years ended March 31, 1994 and 1993 have been derived from audited consolidated financial
statements of the Company not included herein. The selected income statement data of the Company with respect to
the six months ended September 30, 1997 and September 30, 1996 and the selected balance sheet data with respect
to the period ended September 30, 1997 have been derived from the Company’ s consolidated financial statements
included herein. The following table should also be read in conjunction with "Management’ s Discussion and
Analysis of Financial Condition and Results of Operations" of the Company and the Company’s Consolidated
Financial Statements and Notes thereto included herein. The Company’s accounts are maintained in US Dallars.
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Six Months Ended
September 30, Fiscal Year Ended March 31,
1997 1996 1997 1996 1995 1994 1993

(in thousands, except per Ordinary Share and per ADS data)

Income Statement Data:

Net operating revenues $22,349  $20,512 $41,975 $33,532 $29,192 $25,010  $14,779
Net operating income $5,610 $4,598 $9,706 $6,849 $9,255 $7,351 $2,772
Net income $(401) $549 $1,969 $1,816 $8,385 $4,179 $1,008
Earnings per Ordinary

Share(1) $(0.005) $0.007 $0.026 $0.024 $0.113 $0.102 $0.043
Cash dividends per Ordinary

Share (1)(3) $ $ $ $0.0075 $0.015 $0.020 $0.024
Weighted average number

of LOF Ordinary Shares

outstanding(1) 74,688 74,688 74,610 74,497 74,381 40,805 23,386
Earnings per ADS(1)(2) $(0.05) $0.07 $0.26 $0.24 $1.13 $1.02 $0.43
Cash dividends per
ADS(1)(2)(3) $ $ $ $0.075 $0.15 $0.20 $0.24
Weighted average number

of ADSs outstanding(1)(2) 7,469 7,469 7,461 7,450 7,438 4,080 2,339
Balance Sheet Data

(at end of period):
Vessels and equipment, net $201,197 $213,644 $207,342 $219,868 $98,211  $104,451  $33,489
Vessels under construction $ $ $ $ $46,873 $12,521  $59,325
Total assets $233,331  $239,009 $234,913 $242,021 $178,665  $179,870  $94,803
Long-term debt (including

current maturities) $101,901 $111,606 $106,754 $116,458 $55,686 $67,515  $55,617
Shareholders' equity $118,686 $118,009 $119,429 $117,460 $115,959  $108,537  $36,774
D References to LOF Ordinary Shares and ADSs include share and ADS equivalents. Share equivalents

represent share purchase warrants and share options assumed to be exercised. See Notes 11 to 13 to the
Consolidated Financia Statements.

2 No ADSs were outstanding during the periods to March 31, 1993. The ADS and per ADS datawere
derived by adjusting the comparable Ordinary Share and per Ordinary Share data by the ratio of 10 LOF

Ordinary Sharesto one ADS.

©)

The Company has historically paid its dividends annually based on the results of the preceding fiscal year.
Dividends declared prior to March 31, 1993, were declared and paid in Sterling and have been trandated
into dollars at the rate in effect on the date the dividend was paid. The annual dividends declared in June
1993 and June 1994 and the quarterly dividends declared from August 1994 onwards were declared in
dollars and paid in dollars or the Sterling equivalent at the election of the shareholders receiving the
dividend. No dividends have been declared since November 1995 (see "Management’ s Discussion and
Analysis of Financial Condition and Results of Operations" of the Company).
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Management’s Discussion and Analysis of Financial Condition and Results of Operations
Overview

The following discussion should be read in conjunction with the " Selected Financial Data" of the
Company and the Company’s Consolidated Financial Statements and Notes thereto included herein.

The Company’s principal focus and expertise are to serve major integrated oil companies and other
customers that require crude oil and oil products cargoes to be loaded in or delivered directly to US ports, rather than
at offshore terminals. Until December 1997, when they were sold to Pegasus for an aggregate purchase price of
approximately $51.5 million, the Company owned and operated three Panamax tankers. In fiscal year 1997 the
Panamax vessels accounted for approximately $14.8 million of operating revenues and $2.2 million of net operating
income, representing 35% and 23%, respectively, of the Company’stotal operating revenues and net operating
income. The sale of the Panamax tankersis expected to have no material impact on the operations of the
Amalgamated Company. The Company currently owns and operates three Suezmax tankers.

Astheresult of apublic offering ("Offering") of 50,000,000 LOF Ordinary Shares (equivalent to
5,000,000 ADSs) in December 1993, orders were placed for two newbuilding Suezmax tankers. Thefirst of these
newbuildings, the LONDON GLORY (since renamed FRONT GLORY), was delivered in May 1995 and the
second, the LONDON SPLENDOUR (since renamed FRONT SPLENDOUR), was delivered in December 1995.

One of the consequences for the Company of the construction of any newbuilding is that the
Company expends substantial sums in the form of progress payments during construction, but does not derive any
revenue from the vessel until after its delivery. Both the progress payments and interest on indebtedness incurred to
finance such payments are capitalized and accordingly are not reflected in net income until delivery of the vessel.
On the other hand, the issuance of shares to finance such progress payments results in an immediate dilution of
earnings per share since the Company receives no revenue from the vessel until it beginstrading. Earnings per LOF
Ordinary Share (and per ADS) since the public offering until the delivery of the second newbuilding in December
1995 were affected by the use of proceeds of the Offering for these progress payments.

A time charter is a contract for the use of avessel for a specific period of time. A voyage charter is
acontract for the use of avessel for a specific voyage. Under atime charter, the charterer pays substantialy all of
the vessel voyage costs. Under avoyage charter, the vessel owner pays such costs. Vessal voyage costs are
primarily fuel and port charges. Accordingly, for equivalent profitability, charter income under a voyage charter
would be greater than that under atime charter to take account of the owner’s payment of the vessal voyage costs.
However, net operating revenues would be equal. It is standard industry practice to measure the revenue
performance of avessel interms of TCE. For voyage charters, thisis calculated by adding notional brokers
commission to charter income and dividing by the number of days. Days spent on scheduled drydockings are the
only days excluded from this calculation.

The Company’ s vessels are operated under either time charters or voyage charters. The Company’s
strategy of seeking medium-term time charters, ranging from 1 year to 5 years, for asignificant portion of itsfleet is
designed to provide a steady and reliable stream of revenuesin order to mitigate the inherently cyclical nature of the
tanker industry. Any downturn in the voyage charter market will affect those vessels not under time charter and may
have amaterial adverse effect on the Company’s operating results, cash flow from operations and liquidity.

Time charter opportunities, from suitable charterers, were again scarce in fiscal year 1997.
Charterers continued to be able to charter acceptable tonnage in the voyage market which suited their aims of
maintaining their flexible commitment to shipping. Further, the Company, in common with other independent
tanker owners, continues to face direct competition in the term charter market from financial institutions and
shipyards.
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In February 1996 the Company announced that the payment of dividends would be suspended due to
the reduction in net income and the risk of further pressure on net income. It was further stated that the Company
intended to resume dividend payments upon a return to adequate profitability.

The following table sets out the current schedule of drydockings and special surveys for the
Company’s Suezmax vessels. However, this schedule is under review by the new management of the Company and
issubject to revision. The drydocking of the FRONT GLORY has been postponed pending this review.

Vessel Next Drydocking Next Specia Survey
Front Pride July 1998 July 1998
Front Glory November 1997 May 2000
Front Splendour May 1998 November 2000

Significant Recent Developments
In November 1997, the Board of Directors approved a change of accounting reference date from
March 31 to December 31 of each year. See also "Information Concerning the Company - Business of the
Company" and "Recent Developments.”
Results of Operations
Six Months Ended September 30, 1997, compared with the Six Months Ended September 30, 1996

Net Operating Revenues

Total net operating revenues increased 9%, primarily due to improved trading in the Suezmax
voyage market.

Net operating revenues for the Panamax fleet increased 3%. The TCE earned increased to $15,500
in the six-month period from $13,500 in the comparable prior period, due to improved trading in the voyage market.
However, there was an additional 40 days offhire for scheduled drydockings in the most recent period as two vessels
undertook their third special survey.

Net operating revenues for the Suezmax fleet increased by 12%. The TCE earned increased to
$28,000 from $25,000 as the vessels trading in the voyage market benefited from the strength of an improved
voyage market and the LONDON PRIDE (since renamed FRONT PRIDE) benefited from an increase in the
Chevron time charter rate.

Total Operating Expenses

Total operating expenses increased 22%, which amount represented an increase across all categories
excluding depreciation.

Vessal operating costs increased by 4%. The majority of the increase results from higher running
costs for the Panamax vessels and is partially offset by reductions in insurance costs across the entire fleet.

There was no significant change in depreciation which is as expected due to no significant changein
fixed assets.
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Drydockings and special survey costsincreased 13%. Thiswas due to the additional costs incurred
by the two vessels which were drydocked in the six months ended September 30, 1997.

Administrative expenses increased 28%. Thisincrease is mainly attributable to the process to
enhance shareholder value and an increase in the number of employees compared with the prior period.

Net Other Expenses

Net other expenses increased by 48% from $4,038,000 to $5,981,000 in the six months ended
September 30, 1997, compared with the six months ended September 30, 1996. The main component of the increase
was $2,568,000 of amalgamation costs in relation to the transaction with Frontline. Interest expense decreased 3%
from $4,442,000 to $4,308,000 due to lower average outstanding debt, two principal repayments totalling
$9,705,000 having been made since the comparable prior period. Interest income increased 55% from $404,000 to
$625,000 due to higher average cash balances.

Net Income and Earnings Per Ordinary Share

The combination of increased net operating income offset by increased net other expenses resulted
in aloss of $401,000 for the six months ended September 30, 1997, compared with net income of $549,000 for the
six months ended September 30, 1996. There was a corresponding decrease in earnings per LOF Ordinary Share
and share equivalent from $0.007 (equivalent to $0.07 per ADS) to ($0.005) (equivalent to ($0.05) per ADS).

Fiscal year ended March 31, 1997, compared with fiscal year ended March 31, 1996
Net Operating Revenues
Total net operating revenues increased by 25%, reflecting an increase in the size of the flest.

Net operating revenues for the Panamax vessels decreased 3%. The average daily TCE earned fell
to $14,000 in the year from $14,500 in the prior year, primarily reflecting weaker results obtained in the voyage
market.

Net operating revenues for the Suezmax vessels increased by 50%. The TCE earned increased to
$25,500 from $24,000 in the prior year. The main component of the increase in net operating revenues was a full
year's contribution in an improved voyage market from the two newbuilding vessals delivered in May and
December 1995. In addition, the LONDON PRIDE received increased revenues under her Chevron time charter, the
prior year's revenue having been affected by approximately $450,000 of offhire for her scheduled drydocking.

Total Operating Expenses

Total operating expensesincreased 21%. The daily cash breakeven rate, the amount required to
cover all vessal operating costs, drydocking and special survey costs and administrative expenses, increased only
marginally over the year by $300 and $100 per vessal to $8,800 and $9,100 for the Panamax and Suezmax vessels,
respectively.

Vessal operating costs, comprised primarily of crew costs, insurance, repairs and maintenance,
increased by 18%. The majority of the increase reflects the inclusion of the LONDON GLORY and LONDON
SPLENDOUR for afull year, partially offset by reductions in insurance costs.

Depreciation increased 24% due to the inclusion of afull year's charge for each of the two
newbuildings.



Drydockings and special survey costsincreased 32% in 1997. Thisincrease resulted from the
inclusion of the new vesselsfor afull year and the fact that the expense in 1996 was low due to the LONDON
VICTORY and LONDON PRIDE completing their scheduled drydockings at costs lower than were being provided
for. For the LONDON PRIDE the saving was significant at approximately $135,000.

Administrative expenses increased by 22%. Thisincreaseis attributable to an increasein the
expenses of LOF (UK) relating to an increase in the number of employees and the move to new, larger offices. In
addition, there was an increase in legal and professional fees relating to the establishment of the Rights Agreement
in December 1996 and the process to enhance shareholder value.

Net Other Expenses

Net other expenses increased by 54% in 1997. There was a 14% decrease in interest income in 1997
reflecting lower average interest rates during the year. Interest expense increased by 42% due to a combination of
higher average outstanding debt and the cessation of interest capitalization once the LONDON SPLENDOUR was
delivered in December 1995. No interest was capitalized in 1997 whereas $1,411,000 of interest was capitalized in
1996.

Net Income and Earnings Per Ordinary Share

Net incomeincreased by 8% from $1,816,000 to $1,969,000 as a result of the increase in net
operating income, partially offset by the increase in net other expenses. There was a corresponding increase in
earnings per LOF Ordinary Share and share equivalent.

Fiscal Year ended March 31, 1996, compared with Fiscal Year ended March 31, 1995
Net Operating Revenues
Total net operating revenues increased by 15%, reflecting an increase in the size of the flest.

Net operating revenues for the Panamax vessels decreased 17%. The TCE earned by the Panamax
vessels decreased from $17,500 in fiscal year 1995 to $14,500 in fiscal year 1996, reflecting changesin the time
charter coverage of the fleet. The LONDON SPIRIT and LONDON VICTORY ended their profitable Chevron time
chartersin June 1995. The LONDON SPIRIT extended her charter at alower rate and the LONDON VICTORY
joined the LONDON ENTERPRISE in the voyage market, which was markedly weaker than in the prior year.

Net operating revenues for the Suezmax vessels increased by 69%. The TCE earned by the
Suezmax vessels decreased from $30,500 in fiscal year 1995 to $24,000 in fiscal year 1996. The fiscal year 1996
result represents, on average, just over two vessels, whereas the prior year represented only the LONDON PRIDE.
The LONDON PRIDE increased her profitability under her Chevron time charter, offset by approximately $450,000
of offhire for her scheduled drydocking. The LONDON GLORY, delivered in May 1995, largely broke even for the
year whereas the LONDON SPLENDOUR, delivered in December 1995, was loss making. Both results were
significantly affected by their initial position voyages into the Atlantic Basin which were at low rate levels relative
to normal trading rates.

Total Operating Expenses
Vessal operating costs, comprised primarily of crew costs, insurance, repairs and maintenance,

increased by 22%. The majority of the increase reflected the inclusion of the LONDON GLORY and LONDON
SPLENDOUR, partialy offset by cost reductions due to the economies of size.
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Depreciation increased 57% and drydocking and special survey costsincreased 43% due to the
inclusion of the two newbuildings.

Administrative expenses, comprised primarily of personnel, office and travel costs of the Bermuda
office and the London office of LOF(UK), increased by 10%. The increase results from the continued expansion of
the Company’ s operations associated with the delivery of the newbuildings.

Net Other Expenses

Net other expenses increased 491% to $5,004,000 compared with $847,000 in the prior year.
Interest income decreased by 50% as a result of lower cash balances due to payment for the newbuildings, combined
with lower interest rates. Interest expense increased by 106% as debt facilities were drawn down in two stages
coincident with the deliveries of the LONDON GLORY and LONDON SPLENDOUR and capitalized interest
decreased. During construction of the newbuildings, the bulk of the interest expense was capitalized in their cost.
No further interest was capitalized from delivery of the LONDON SPLENDOUR.

Net Income and Earnings Per Ordinary Share

Net income decreased by 78% as aresult of the reduction in operating income combined with the
increase in net other expenses. There was a corresponding reduction in earnings per LOF Ordinary Share and share
equivalent.

Liquidity and Capital Resour ces

The Company relies on cash flows from operations for its working capital requirements. Revenues
from time charters are received monthly in advance while revenues from voyage charters are received upon
completion of the voyage. Accounts receivable are generally collected on atimely basis. Inventory requirements,
consisting primarily of fuel, lubricating oil and spare parts, are higher for voyage charters, due to the majority of
these items being paid for by the charterer under atime charter. The expansion of the fleet in fiscal year 1996 and
increased presence in the voyage market has resulted in increased working capital requirements.

As of September 30, 1997 and 1996, the Company had cash and cash equivalents of $26,279,000
and $19,055,000, respectively, and aworking capital surplus of $9,263,000 and $7,457,000, respectively. The
Company generated cash and cash equivalents of $5,720,000 in the six months ended September 30, 1997 compared
with $4,282,000 in the six months ended September 30, 1996. In both periods repayments of long-term debt were
the same at $4,582,000 and the increase in the six months ended September 30, 1997 is primarily attributable to an
increase in cash generated by operating activities.

Asof March 31, 1997 and 1996, the Company had cash and cash equivalents and time deposits of
$20,559,000 and $14,773,000, respectively, and aworking capital surplus of $9,932,000 and $5,192,000,
respectively, which reflect current maturities of long-term debt of $9,705,000 in both years. The increasein cash
and cash equivalentsis primarily the result of $15,745,000 of cash generated from operations less repayments of
long-term debt of $9,704,000.

The Company does not currently maintain aworking capital line of credit. However, the Long Term
Loan has been set at an amount sufficient to provide additional working capital. Because depreciation expense
reduces net income but not cash flow, the Company’ s cash flow from operations is greater than its net income. The
Company expects that its cash flow from operations will be sufficient to pay the current installments of long-term
debt.
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The Company operates in a capital intensive industry and has historically financed its purchase of
tankers and other capital expenditures through a combination of cash generated from operations, equity capital and
borrowings from commercial banks. Since 1990, Chase has been the Company’s principal bank. Prior to December
1997 the Company had a $120,000,000 secured syndicated term loan with Chase. Thisfacility was replaced in
December 1997 and the Company’ s credit facilities currently consist of the $100,000,000 Long Term Loan. This
loan facility was entered into to provide for the long-term financing of the Suezmax vessels following the sale of the
Panamax vessels. The facility provides for a maximum of three drawdowns with the last drawdown date falling no
later than March 31, 1998. Thefirst installment shall fall due six months after the final drawdown date. Repayment
of two thirds of the balance outstanding at the final drawdown will be made in 20 semi-annual installments, each in
the amount of $3.5 million, over ten years on a straight-line basis. The remaining one third of the balance
outstanding will be repayable at the end of the ten years. Interest onthe Long Term Loan is payable at a LIBOR-
based rate. Theloan issecured by first priority statutory mortgages over the three Suezmax vessels in the fleet.

Aninitial drawdown of $40,000,000 was made on December 22, 1997, to repay al existing debt and
refinance the Suezmax vessels.

One of the Company’ s three vessels operates under atime charter with Chevron expiring in July
1998. The Company’s other two vessels currently operate in the voyage charter market. During fiscal years 1997,
1996 and 1995, Chevron accounted for 34%, 39% and 75%, respectively, of the Company’s gross revenues. During
fiscal year 1997, charter rates obtainable have been less than those received under the Chevron time charter. The
availability of time charters and voyage charters and the charter rates available at future dates will depend on the
market conditions prevailing at such times.

The Company has no material commitments for capital expenditures.
Seasonality

Historically, oil trade and therefore charter rates increased in the winter months and eased in the
summer months as demand for oil in the Northern Hemisphere rose in colder weather and fell in warmer weather.
Seasonal variations in the Company’s revenues still exist but are much less pronounced than they once were due to a
number of factors. The time charter with Chevron provides the Company with a predictable and non-seasonal
source of revenue. The tanker industry in general isless dependent on the seasonal transport of heating oil than a
decade ago as new uses for oil and oil products have developed, spreading consumption more evenly over the year.

Currency Exchange Rates

The Company’s revenues are received in US Dallars, and a mgjority of its operating and
administrative expenses and al of its long-term debt payments are in US Dollars. Approximately 45% of vessel
operating costs and 48% of administrative costsin fiscal year 1997 were paid in Sterling. These costs consisted of
compensation to the Company’s officer staff and administrative expenses associated with LOF (UK). Accordingly,
the Company’ s operating results, which are reported in US Dollars, may be affected by fluctuations in the exchange
rate between the US Dollar and Sterling.

The Company enters into forward exchange contracts from time to time to hedge a portion of its
expenses which are paid in Sterling. Realized and unrealized gains and losses on foreign currency hedging
transactions that are designated and effective as hedges of firm identifiable foreign currency commitments are
deferred and recognized in income in the same period as the hedged transaction. The Company has not entered into
any speculative derivative contracts. Frontline does not hedge expensesin non-U.S. Dallar currencies, and it is
intended that the combined company will adopt Frontline' s policy.
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Recently Issued Accounting Standards and Commission Rules

In February 1997, the Financial Accounting Standards Board ("FASB") issued Statement of
Financial Accounting Standards No. 128, "Earnings Per Share" ("SFAS 128"). SFAS 128 is effective for financial
statements, both interim and annual periods, ending after December 15, 1997, and establishes financial accounting
and reporting standards for computing and presenting earnings per share ("EPS'). SFAS 128 smplifiesthe
standards in APB 15 for computing EPS by replacing primary EPS with basic EPS and by altering the calculation of
diluted EPS, which replaces fully diluted EPS. SFAS 128 requires basic and diluted EPS figures to be disclosed on
the face of the income statement for all entities with complex capital structures. In addition, required disclosures
include areconciliation of the numerator and denominator used to calculate basic EPS to the numerator and
denominator used to calculate diluted EPS.

In January 1997, the Commission amended regulations and forms to clarify and expand existing
disclosure requirements about aregistrant’s accounting policies for certain derivative instruments and to add new
disclosure requirements about the risk of loss from changes in market rates or prices which areinherent in
derivatives and other financial instruments. The accounting policy requirements become effective for filings that
include financial statements for periods ending after June 15, 1997.

Taxation

The following summary describes the material United States federal income and Bermuda tax
consequences of the ownership and disposition of ADSs by US Shareholders. For purposes of this summary, a"US
Shareholder” is an owner of ADSs or New Warrantswhich is, for US federal income tax purposes, (i) acitizen or
resident of the United States or of any political subdivision thereof; (ii) a corporation, partnership or other entity
created or organized in or under the laws of the United States; (iii) an estate, the income of which isincludablein
gross income for United States federal income tax purposes regardless of its source; or (iv) atrust if (A) acourt
within the United Statesis able to exercise primary jurisdiction over the administration of the trust and (B) one or
more United States persons have the authority to control all substantial decisions of the trust. The taxation
discussion set forth below does not purport to be a complete analysis or description of all potential tax consequences
of the acquisition, ownership and disposal of ADSs by US Shareholders. US Shareholders are advised to consult
their own tax advisors with respect to the tax consequences of their acquisition, ownership and disposal of ADSs in
their particular circumstances, including the consequences under applicable state, local or foreign law. The
statements of Bermuda and United States federal income tax laws set forth below are based on laws in force as of the
date of this Joint Proxy Statement/Prospectus, which are subject to change, possibly with retroactive effect. In
addition, the summary assumes the accuracy of the representations, and the performance of the obligations, set forth
in the deposit agreement among the Company, The Bank of New Y ork and the holders of ADRs, dated as of
November 24, 1993, as amended, and any related agreement, in accordance with their terms. For a description of
the US federal income tax consequences of the Amalgamation, see " Summary-Certain United States Federal Income
Tax Consequences.”

United States Tax Consider ations

For United States federal income tax purposes, owners of ADSs generally will be treated as the
owners of the LOF Ordinary Shares represented by the ADSs.

Dividends
Dividends paid by the Company with respect to LOF Ordinary Shares represented by ADSswill be
includable in the gross income of a US Shareholder as ordinary income and generally will constitute foreign source

income. Distributions are dividends to the extent such distributions are paid out of the current or accumulated
earnings and profits of the Company. Any distribution by the Company in excess of the current and accumul ated
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earnings and profits of the Company will be treated as a return of capital, which will reduce a US Shareholder’s
adjusted basisin the ADSs (but not below zero). To the extent any such distribution exceeds the US Shareholder’s
adjusted basisin the ADSs, the distribution will constitute a capital gain, provided the ADSs are held as a capital
asset. If the ADSs are not held as a capital asset, such excess will constitute ordinary income. Dividends received
from the Company by a corporate holder of ADSswill not be eligible for the dividends-received deduction.

Sale of ADSs

Generally, aUS Shareholder that owns ADSs will recognize again or loss for United States federal
income tax purposes upon a sale or other disposition of the ADSs in an amount equal to the difference between the
amount realized on such sale or other disposition and the US Shareholder’ stax basisin the ADSs. Generally, any
such gain or loss will be treated as a capital gain or loss if the ADSs are held as a capital asset by the US
Shareholder. Any such gain or loss will be long-term capital gain or loss if the ADSs have been held for more than
12 months.

The Taxpayer Relief Act of 1997 (the "1997 Act") reduces the maximum tax rate that is imposed on
net capital gains from 28% to 20% on gains derived by individuals from sales after July 28, 1997, of capital assets
that are held for more than 18 months. The deductibility of capital losses is subject to certain limitations. Investors
are advised to consult their own tax advisors regarding these matters.

Saleor Lapse of New Warrantsor Rights

Generally, aUS Shareholder that owns New Warrants will recognize again or loss for United States
federal income tax purposes upon a sale of the New Warrants in an amount equal to the difference between the
amount realized on such sale and the US Shareholder’ s tax basisin the New Warrants. Generally, any such gain or
loss will be treated as a capital gain or loss if the New Warrants are held as a capital asset by the US Shareholder.
Any such gain or loss will be long-term capital gain or lossif the New Warrants have been held for more than 12
months. If the New Warrants (or Rights) are allowed to expire, the New Warrants (or Rights) will be deemed to
have been sold at aloss on the expiration date.

Exercise of New Warrantsor Rights

No gain or loss will be recognized by a U.S. Shareholder on the purchase of LOF Ordinary Shares
for cash upon exercise of the New Warrants (or Rights). The tax basis of the LOF Ordinary Shares so acquired
would be equal to the tax basis of the exercised New Warrants (or Rights) plus the exercise price. For tax purposes,
the holding period of the LOF Ordinary Shares acquired upon exercise of the New Warrants (or Rights) will begin
on the date of exercise.

Bermuda Tax Considerations

Bermuda currently imposes no tax (including atax in the nature of an income, estate duty,
inheritance, capital transfer or withholding tax) on profits, income, capital gains or appreciation derived by, or
dividends or other distributions paid to, US Shareholders of ADSs or LOF Ordinary Shares. Bermuda has
undertaken not to impose any such Bermuda taxes on US Shareholders of ADSs or LOF Ordinary Shares prior to the
year 2016 except in so far as such tax applies to persons ordinarily resident in Bermuda.

There is no income tax treaty between the United States and Bermuda pertaining to the taxation of

income except in the case of insurance enterprises. There also is no estate tax treaty between the United States and
Bermuda.
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Financial Statementsand Supplementary Data

Financial statements and supplementary data relating to the Company are appended to this
Registration Statement.

Directorsand Executive Officers

Information concerning each director and executive officer of the Company is set forth below.

Name Age Position

John Fredriksen 53 Chairman, Chief Executive Officer, President and
Director

Tor Olav Trgim 34 Vice-President, Chief Financia Officer and Director

lan A. McGrath 61 Director

Miles A. Kulukundis 58 Director

A. Shaun Morris 37 Director

Kenneth Stephen Alexander
Douglas 41 Director

Kate Blankenship 33 Group Financia Controller and Secretary

Certain biographical information about each of the directors and executive officers of the Company
is set forth below.

John Fredriksen has been the Chairman of the Board, Chief Executive Officer, President and a
Director of the Company since November 3, 1997. Heis aso amember of the Audit Committee. Heisalso the
Chairman and Chief Executive Officer of Frontline. Mr. Fredriksen has served for over five years as a director of
Sea Tankers Management Co. Ltd. ("Sea Tankers"), a ship operating company and an affiliate of Frontline's
Principal Shareholder. Mr. Fredriksen indirectly controls Frontline's Principal Shareholder, which, as of April 6,
1998, beneficially owns approximately 39.6% of the LOF Ordinary Shares through its beneficial ownership of
49.6% of the Frontline Ordinary Shares. Heisacitizen of Norway and aresident of Cyprus.

Tor Olav Tr@gim has been Vice-President and a Director of the Company since November 3, 1997.
He was appointed Chief Financial Officer on November 22, 1997. He has served as Deputy Chairman of Frontline
since July 4, 1997, and a Director of Frontline since July 1, 1996. Mr. Tr@im also serves as a director of
Frontline AB, awholly-owned subsidiary of Frontline, and is the Chief Executive Officer of Frontline Management,
which company supports Frontline in the implementation of decisions made by the Board of Directors of Frontline.
Mr. Trgim also serves as a consultant to Sea Tankers. Heisadirector of Aktiv Inkasso ASA and Northern Offshore
ASA, both Norwegian publicly listed companies. Prior to his service with Frontline from January 1992, Mr. Trgim
served as Managing Director and a member of the Board of Directors of DNO AS, a Norwegian oil company.
Mr. Trgim owns 26,000 Frontline Ordinary Shares and 100,000 call options to purchase Frontline Ordinary Shares.
Mr. Trgim isacitizen of Norway.
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lan Alexander McGrath is a non-executive director of the Company and a member of the
Compensation Committee. Heis a Continuing Director for purposes of the Amalgamation Agreement, and it is
expected that he will resign as of the Effective Time. Heisthe former Chairman of the Company. Dr. McGrath
became a director in 1995. He spent his entire career in the Royal Dutch/Shell group of companies, from which he
retired in January 1995. His most recent position was as Managing Director of Shell International Shipping,
responsible for the group’ s deep sea tanker operations.

Miles Alexander Kulukundis is a non-executive director of the Company and Chairman of the Audit
Committee. Heisa Continuing Director for purposes of the Amalgamation Agreement, and it is expected that he
will resign as of the Effective Time. He isthe former President and Chief Executive Officer of the Company.
Mr. Kulukundis became a non-executive director in 1967, Assistant Managing Director in 1976 and Chief Executive
Officer in 1983. Heisformer Chairman of INTERTANKO, a shipping industry association of independent tanker
owners and former Chairman of the UK P& Club.

A. Shaun Morris has been a non-executive director of the Company since November 3, 1997.
Mr. Morris has been a Partner at Appleby, Spurling & Kempe since April 1995, after joining the firmin 1988 as an
associate, where he specializes in corporate/commercial law.

Kenneth Stephen Alexander Douglas has been a non-executive director of the Company since
November 3, 1997. He has been an attorney at Appleby, Spurling & Kempe since June 1997 and is a member of the
Audit Committee. Mr. Douglas was a Senior Solicitor, Corporate Finance, at Bank of Scotland from 1989 to June
1997.

Kate Blankenship is Group Financial Controller and Secretary of the Company. Mrs. Blankenship
joined the Company in 1994. Prior to joining the Company, she was a Manager with KPMG Peat Marwick in
Bermuda. Sheisamember of the Institute of Chartered Accountantsin England and Wales.

The Directors of the Company are appointed for an unspecified term. In accordance with the Bye-
Laws of the Company, at each Annual General Meseting one third of the Directors (or if their number is not a
multiple of three, the number nearest to but not greater than one third) shall retire by rotation. A retiring Director
shall be eligible for re-election. The Continuing Directors will resign as of the Effective Time. It is not expected
that the Continuing Directors will be replaced immediately.

On November 3, 1997, pursuant to the terms and conditions of the Amalgamation Agreement, the
number of directors constituting the Board of Directors of the Company was reduced to six and the following
Directorsresigned: Huw D. Spiers, Noris Jackson, David Ezekiel, Maryellie K. Johnson, Sir Eddie Kulukundis,
O.B.E., Gilbert Massac and Douglas C. Wolcott. Messrs. Miles Kulukundis and lan A. McGrath continued as
directors of the Company. In addition, Dr. McGrath ceased as Chairman of the Company, Mr. Kulukundis ceased as
President and Chief Executive Officer of the Company and Mr. Spiers ceased as Chief Financial Officer and Vice-
President of the Company.

Compensation of Directors and Officers
During the fiscal year ended March 31, 1997, the Company paid to Directors and officers of the
Company (ten persons) aggregate cash compensation of $596,304 and an aggregate amount of $13,766 for pension

and retirement benefits.

Directors and officers of the Company have been granted options to purchase LOF Ordinary Shares.
See "Interests of Certain Persons' and "Information Concerning the Company - Options."
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Warrants

Asof August 29, 1997, 1,245,588 of the authorized and unissued LOF Ordinary Shares were
reserved for issue pursuant to subscription under the Existing Warrants which can be exercised at any time up to
December 31, 2003. Each Existing Warrant entitles the holder to subscribe in cash for one LOF Ordinary Sharein
the Company at a price of £0.40, payable in full upon subscription, subject to adjustment in the event of any
subdivision or consolidation of LOF Ordinary Shares or similar event. As of August 29, 1997, 600,000 Existing
Warrants have been exercised and 360,294 Existing Warrants have been repurchased by the Company. The
remaining Existing Warrants will remain outstanding after the Amalgamation.

Options

Asof August 29, 1997, 2,910,000 of the authorized and unissued LOF Ordinary Shares were
reserved for issue pursuant to subscription under options granted under the Company’ s share option plans.

The Company maintains a Bermuda Employee Share Option Scheme (the Bermuda Plan) and a
United Kingdom Employee Share Option Scheme (the "U.K. Plan"). Under the terms of the plans, the exercise price
for the options may not be less than the average of the fair market value of the underlying shares for the three
dealing days before the date of grant. The number of shares granted under the plans may not exceed 7% of the
issued share capital of the Company. No consideration is payable for the grant of an option.

Under the Bermuda Plan, options may be granted to any Director or employee of the Company or
any subsidiary. Options are only exercisable during the period of nine years following the first anniversary date of
the grant or upon the termination of the option holder from employment with the Company.

The following summarizes the share option transactions under the Bermuda Plan:

Option

price
(in thousands, except per share data) Shares per share

Granted December 13, 1993 1,080 $ 1.500

Granted November 8, 1994 40 1.382

Granted October 31, 1995 30 1.348

Granted February 5, 1997 190 1.173
Exercised _ _
Cancelled (50) -

Options outstanding at August 29, 1997 1,290 $ 1173

to 1.500

Options exercisable at August 29, 1997 1,100 $ 1.348

to 1.500

Under the U.K. Plan, options may be granted to any full-time Director or employee of the Company
or any subsidiary. Options are only exercisable during the period of seven years following the third anniversary date
of the grant.
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The following summarizes the share option transactions under the U.K. Plan:

Option
price
(in thousands, except per share data) Shares per share
Granted January 5, 1994 460 £ 0.985
Granted November 8, 1994 500 0.855
Granted October 31, 1995 510 0.855
Granted February 5, 1997 330 0.728
Exercised - -
Cancelled 180 -
Options outstanding at August 29, 1997 1,620 £0.728
- t0 0.985
Options exercisable at August 29, 1997 440 £0.985

As of November 3, 1997, the number of shares over which Directors and officers have optionsis as

follows:
Director or Officer Options
John Fredriksen -
Tor Olav Trgim -
lan A. McGrath -
Miles A. Kulukundis 1,030,000
Kate Blankenship 40,000
Kenneth Douglas -
A. Shaun Morris -
1,070,00

See "Summary - Interests of Certain Persons.”
Ownership Of LOF Ordinary Shares

The following table sets forth the share ownership of the principal holders of the outstanding LOF
Ordinary Shares as of November 3, 1997 to the extent known by the Company.

Name and Address of Number of Shares Percent
Title of Class Beneficial Owner Beneficially Owned of Class
LOF Ordinary Shares/ Frontline Ltd. 58,792,575 79.7%
ADSs Mercury House

101 Front Street

Hamilton, Bermuda
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Certain Relationships and Related Transactions

On the Purchase Dates, Frontline purchased 58,792,575 LOF Ordinary Shares from sharehol ders of
the Company pursuant to the terms of the Offer representing approximately 79.7% of the Company’ s outstanding
LOF Ordinary Shares. For adescription of the relationships among the Company, Frontline and Sub, see "Recent
Developments - The Tender Offer," - Recommendation of the Prior Board of Directors of the Company;
Background and Reasons for the Amalgamation,” "- Recommendation of the Board of Directors of the Company,"
and "Information Concerning the Company - Certain Relationships and Related Transactions.”

In connection with the execution of the Amalgamation Agreement, Chase and the Company entered
into acommitment letter arranged by Frontline through Chase for the $100 million Long Term Loan to refinance the
Company’ s three Suezmax tankers. For additional information concerning the Long Term Loan, see " Recent
Developments; The Tender Offer and the ICB Transactions - The Tender Offer" and "Information Concerning the
Company - Management’ s Discussion and Analysis of Financial Condition and Results of Operations - Liquidity
and Capital Resources.”

INFORMATION CONCERNING FRONTLINE
Business of Frontline
Frontline

Frontline was incorporated in Bermuda on April 29, 1997, in furtherance of the aim of Frontline AB
to change its domicile to Bermuda, and to change its listing from the Stockholm Stock Exchange to the Oslo Stock
Exchange. On July 14, 1997, following an offer to the holders of shares and convertible debentures of Frontline AB,
Frontline became the owner of 99% of such shares and 74% of such convertible debentures. Frontline subsequently
acquired additional convertible debentures, bringing its total to 86% of such convertible debentures. Frontline was
listed on the Oslo Stock Exchange on July 7, 1997, and delisted from the Stockholm Stock Exchange on July 4,
1997.

Frontlineis aworld leader in the international seaborne transportation of crude oil, with one of the
world' s largest modern fleets of VL CC and Suezmax tankers and OBO carriers. Pursuant to a fleet expansion
program, Frontline has taken delivery of 16 new oil tankers and OBO carriers since 1991. In the next two years
Frontline is scheduled to take delivery of five additional Suezmax tankers and has options to assume building
contracts for five VLCC newbuildings scheduled for delivery in 1998 and 1999. Frontline also owns three wood-
chip carriers and has aminority interest in two older Suezmax tankers built in 1978 and 1979, and chartersin one
OBO carrier and one modern Suezmax tanker. Frontline's fleet has atotal tonnage of approximately 3.9 million
dwt, which, based on current orders and assuming no dispositions and including the Company’ s three tankers, is
anticipated to grow to 4.4 million dwt by the middle of 1998. By the middle of 1998, the Company estimates that it
will own and operate one of the most modern fleets of tankers and OBO carriersin the world, comprised of vessels
with an average age of 5.4 years versus an estimated industry average of over 10 years. By such time, Frontline's
fleet will be comprised of vessels which the Company believes will comply with the most stringent generally
applicable environmental regulations for tankers. See "Frontline Proposal 2 - The Amalgamation and Sale; Special
Considerations Relating to the Amalgamation.”

As of January 30, 1998, Frontline owns shares representing approximately 31.4% (approximately
22.1% upon consummation of the Astro Transactions) of the voting power of |CB, which owns and operates a fleet
of eleven tankers. Frontlineis currently the largest shareholder of ICB. See"Recent Developments - The ICB
Transaction."
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Frontline is committed to providing quality transportation services to all of its customers and to
developing and maintaining long term relationships with the major charterers of tankers. Frontline believes that its
OBO carriers offer a competitive advantage in contrast to the fleets of other large tanker owing companies, since
they are able to carry different types of cargo and can minimize the number of days at seain ballast (without cargo).
Frontline believes that its OBO carriers are a source of added strength and security to Frontline since the vessels
have two markets in which to operate.

Increasing global environmental concerns have created a demand in the petroleum products/crude
oil seaborne transportation industry for vessels that are able to conform to the stringent environmental standards
currently being imposed throughout the world. All of Frontline's OBOs carriers built since 1991, and al of its
vessels on order, are constructed with double hulls trading in the United States and with the rules and regul ations of
the IMO. Frontline' s fleet of modern single hull VLCCs may discharge crude oil at LOOP until the year 2015, and
its three modern single hull Suezmax tankers may call at US ports until the year 2010 under the phase-in schedule
for double hull tankers presently prescribed under OPA 90. See "Regulation” below.

Frontling’ s plan isto create one of the world’ s largest publicly traded shipping companies, with a
modern, high quality VLCC, Suezmax and OBO fleet. Frontline s business strategy is primarily based upon the
following principles: (i) emphasizing operational safety and quality maintenance for all of its vessels; (ii) complying
with all current and proposed environmental regulations; (iii) outsourcing technical operations and crewing;

(iv) containing operational costs of vessels; (v) owning one of the most modern fleets of tankers in the world by the
middle of 1998; (vi) achieving high utilization of its vessels; and (vii) reducing financing costs. Spot market rates
aretypically higher than time charter rates to compensate for the lack of confirmed continual employment. After
having delivered their cargo, spot market vessels typically operate in ballast (without cargo) until being rechartered.
It is the time element associated with these ballast 1egs which Frontline seeks to minimize by efficiently chartering
its OBO carriers and tankers. Frontline seeks to maximize earnings in employing vessalsin the spot market or under
time charters or under contracts of affreightment.

Operations

Similar to structures commonly used by other shipping companies, Frontling’s vessels are all owned
by, or chartered to, separate subsidiaries. Frontline Management, awholly-owned subsidiary of Frontline, supports
Frontline in the implementation of its decisions. Frontline Management is responsible for the commercial
management of Frontline’s shipowning subsidiaries, including chartering and insurance. Each vessel owned by
Frontline is registered under Liberian, Singaporean, Norwegian or Panamanian flag. Frontline's vessels are
managed by the independent ship management companies Acomarit Shipmanagement Ltd. ("Acomarit") and Barber
International ("Barber"), and affiliates. Pursuant to management agreements, each of Acomarit and Barber provides
operations, ship maintenance, crewing, technical support, shipyard supervision and related servicesto Frontline.
The accounting management services for each of the shipowning subsidiaries of Frontline are provided by Seabridge
Management Services PTE Ltd., awholly-owned subsidiary of ICB, and Foyen Management A.S., a Norwegian
company. See"Frontline Proposal 2 - The Amalgamation; Special Considerations Relating to the Amalgamation -
Frontling' s Operations."

Further Expansion of Fleet

The tanker market in general has been depressed for a number of years, largely as aresult of an
excess of tonnage supply over demand. 1n 1994, the VL CC sector of the tanker market appeared to be at or near a
cyclical low. Frontline expectsthe VLCC and Suezmax markets to continue to improve as supply declines and
demand for Middle East Gulf crude ail increases. Frontline expects VLCC and Suezmax demand to continue to
increase due to the gradual recovery of industrial economies worldwide combined with anticipated reductionsin US
oil production.
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In addition, fleet size in the industrial shipping sector isincreasingly important in negotiating terms
with major clients and charterers. Frontline believes that alarge, high-quality VLCC, Suezmax and OBO fleet will
enhance Frontline' s ability to obtain flexible terms from suppliers and shipbuilders and to produce cost savingsin
chartering and operations.

Based on these considerations, Frontline intends further to expand its fleet and acquire additional
VLCCsand Suezmax tankers. Frontline believesthat VLCC and Suezmax freight rates and market values will
support such expansion. Due to the aging profile of the existing world fleet, enforcement of environmental
regulations and customer demand, Frontline believes that there will be increased demand for modern VLCCs and
Suezmax tankers needed to carry the world oil trade during the late 1990s and early 2000s. As aresult,
opportunities exist to purchase options to acquire newbuildings and for selective investment in VLCC and Suezmax
tankers built in the 1990s which are in good operating condition, with prospects to yield operating profits and capital
gains over the next several years. Although VLCC freight rates and market values are volatile, Frontline believes
that investment in such VLCC and Suezmax tankersin today’s market carries alimited amount of downside risk
while offering the prospect of significant upside potential.

As part of its vessel acquisition policy, Frontline will conduct a physical inspection of each tanker
and will examine its construction, prior ownership, operating history and classification records. Among the
secondhand VL CC and Suezmax tankers which Frontline may purchase are tankers subject to existing bareboat
charters or leases with major oil companies. Frontline may also purchase options to acquire such tankers at the
expiration of such bareboat charters or leases. See "Frontline Proposal 2 - Special Considerations Relating to the
Amalgamation - Purchase and Operation of Tanker Vessels."

Frontline may acquire assignments of newbuilding contracts of VL CC and Suezmax tankers shortly
to be delivered if Frontline determines that such contracts can be acquired at prices Frontline deems competitive.

I nspection by a Classification Society

Frontline' s vessels have been certified as"in class." Every commercial vessel’s hull and machinery
is"classed" by a classification society authorized by its country of registry. The classification society certifies that
the vessel has been built and maintained in accordance with the rules of such classification society and complies
with applicable rules and regulations of the country of registry of the vessal and the international conventionsto
which that country is amember.

Each vessel isinspected by a surveyor of the classification society every year, every two and a half
years and every four to five years. Should any defects be found, the classification surveyor will issue a
"recommendation” for appropriate repairs which have to be made by the shipowner within the time limit prescribed.

Customers

Customers of Frontline include major oil companies, refined petroleum products traders,
government agencies and various other entities. No single customer accounted for more than 10% of Frontling's
consolidated revenues in the six month period ending June 30, 1997.

Competition

The market for international seaborne crude oil transportation servicesis highly fragmented and
competitive. Seaborne crude oil transportation services generally are provided by two main types of operators:
major oil company captive fleets (both private and state-owned) and independent shipowner fleets. In addition,
several owners and operators pool their vessels together on an ongoing basis, and such pools are available to
customers to the same extent as independently owned and operated fleets. Many major oil companies and other oil
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trading companies, the primary charterers of the vessals owned or controlled by Frontline, also operate their own
vessels and use such vessels not only to transport their own crude oil but also to transport crude ail for third party
charterersin direct competition with independent owners and operators in the tanker charter market. Competition
for chartersisintense and is based upon price, location, size, age, condition and acceptability of the vessel and its
manager. Competition is also affected by the availability of other size vessels to compete in the trades in which
Frontline engages.

Employees

As of September 30, 1997, Frontline, Frontline Management, Frontline AB and Frontline Singapore
Pte Ltd., a Singapore company and wholly owned subsidiary of Frontline, employ 19 people in their respective
officesin Od o, Stockholm and Singapore. Frontline contracts with Barber and Acomarit, independent ship
management companies, to manage and operate its vessels. See "Information Concerning Frontline - Operations’
above.

Risk of Loss and Insurance

The business of Frontlineis affected by a number of risks, including mechanical failure of vessels,
collisions, property loss of vessels, cargo loss or damage and business interruption due to political circumstancesin
countries in which the vessels trade, hostilities and labor strikes. In addition, the operation of any ocean-going
vessdl is subject to the inherent possibility of catastrophic marine disaster, including oil spills and other
environmental mishaps, and the liabilities arising from owning and operating vesselsin international trade.

Frontline Management is responsible for arranging for the insurance of the vesselsin line with
standard industry practice. In accordance with marine insurance industry standard practice, Frontline maintains
marine hull and machinery and war risks insurance, which includes the risk of actual or constructive total loss, and
protection and indemnity insurance with mutual assurance associations. Frontline from time to time carries
insurance covering the loss of hire resulting from marine casualties in respect of some of its vessels. Frontline
believes that its current insurance coverage is adequate to protect against most of the accident-related risks involved
in the conduct of its business and that it maintains appropriate levels of environmental damage and pollution
insurance coverage. Currently, the amount of coverage for liability for pollution, spillage and leakage available to
Frontline on commercially reasonable terms through protection and indemnity clubs and providers of excess
coverage is $700 million per vessel per occurrence. Protection and indemnity clubs are mutual marine liability
associations formed by shipowners to provide protection from large financial 1oss to one member by contribution
towards that loss by all members.

There can be no assurance that all risks are adequately insured against, that any particular loss will
be covered or that Frontline will be able to procure adequate insurance coverage at commercially reasonable ratesin
the future.

Regulation

The business of Frontline and the operation of its vessels are materially affected by government
regulation in the form of international conventions, national, state and local laws and regulationsin force in the
jurisdictions in which such vessels operate, as well asin the country or countries of their registration. Because such
conventions, laws and regulations are often revised, Frontline cannot predict the ultimate cost of complying with
such revised conventions, laws and regulations or the impact thereof on the resale price or useful life of its vessels.
Frontline is required by various governmental and quasi-governmental agencies to obtain certain permits, licenses
and certificates with respect to its operations. Subject to the discussion below and to the fact that the kinds of
permits, licenses and certificates required for the operation of the vessels owned by Frontline will depend upon a
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number of factors, Frontline believes that it has been and will be able to obtain all permits, licenses and certificates
material to the conduct of its operations.

Frontline believes that the heightened environmental and quality concerns of insurance underwriters,
regulators and charterers will impose greater inspection and safety requirements on all vesselsin the tanker market
and will accelerate the scrapping of older vessels throughout the industry. Increasing environmental concerns have
created a demand in the seaborne refined petroleum products transportation industry for vessels that are able to
conform to the stricter environmental standards currently being imposed throughout the world. All of Frontline's
vessels built since 1991 and all of the vessels Frontline has on order comply with the requirements of OPA 90 for
trading in the United States and with the rules and regulations of the IMO. In addition, Frontline maintains
operating standards for all of its vessels that emphasize operational safety, quality maintenance, continuous training
of its crews and officers and compliance with United States and international regulations.

On March 6, 1992, the IMO adopted regulations which set forth new and upgraded requirements for
pollution prevention for tankers. These regulations apply to owners and operators of vessels, the country under
whose flag Frontline’ s vessels are registered and provide, in part, that (i) tankers between 25 and 30 years old must
be of double hull construction or of a mid-deck design with double side construction, unless they have wing tanks or
double bottom spaces, not used for the carriage of ail, which cover at least 30% of the length of the cargo tank
section of the hull or are capable of hydrostatically balanced |oading which ensures at |east the same level of
protection against oil spillsin the event of collision or stranding, (ii) tankers 30 years or older must be of double hull
construction or mid-deck design with double side construction, and (iii) all tankerswill be subject to enhanced
inspections. Some classification societies, the certificates of which evidence compliance with the IMO regulations,
may implement these enhanced inspection requirements prior to the effective date of such regulations. Also, under
the IMO regulations, a tanker must be of double hull construction or a mid-deck design with double-side
construction or be of another approved design ensuring the same level of protection against oil pollution in the event
that such tanker (i) is the subject of a contract for amajor conversion or original construction on or after July 6,
1993, (ii) commences amajor conversion or hasits kedl laid on or after January 6, 1994, or (iii) completes a major
conversion or isanewbuilding delivered on or after July 6, 1996.

In addition, many countries have adopted the CLC, as amended by a 1976 protocol, a 1984 protocol
and a 1992 protocol. Under the CLC, avessel’ s registered owner is strictly liable for pollution damage caused in the
territorial waters of a contracting state by discharge of persistent oil, subject to certain complete defenses. Liability
iscurrently limited to certain U.S. dollar amounts based on the size of the vessel. The limit of liability istiedto a
unit of account which varies according to abasket of currencies. At March 31, 1997, that limit was approximately
$82.7 million if the country in which the damage resultsis a party to the 1992 protocol, which raised the maximum
limit to that level. Theright to limit liability isforfeited where the spill is caused by the owner’s actual fault or
privity and, under the 1992 protocol, where the spill is caused by the owner’sintentional or reckless conduct. In
jurisdictions where the CLC has not been adopted, various legislative schemes or common law govern and liability
isimposed either on the basis of fault or in amanner similar to the CLC.

All of Frontline' s vessels on order are of double hull construction and will comply with the IMO
regulations upon their effective date. Frontline cannot at the present time evaluate the likelihood of whether
compliance with the new regulations regarding inspections of all vessels will adversely affect Frontling’s operations,
or the magnitude of any such adverse effect, due to uncertainty of interpretation of the IMO regulations.

OPA 90 established an extensive regulatory and liability regime for the protection and cleanup of
the environment from oil spills. OPA affects all owners and operators whose vessels trade to the United States or its
territories or possessions or whose vessels operate in United States waters, which include the United States territorial
sea and the two hundred nautical mile exclusive economic zone of the United States.
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Under OPA 90, vessal owners, operators and demise charterers are "responsible parties” and are
jointly, severally and strictly liable (unless the spill results solely from the act or omission of athird party (subject to
certain statutory qualifications the effects of which have not been determined by any judicial interpretation), an act
of God or an act of war) for al oil spill containment and clean-up costs and other damages arising from oil spills
pertaining to their vessels. These other damages are defined broadly to include (i) natural resources damage and the
costs of assessment thereof, (ii) real and personal property damages, (iii) net loss of taxes, royalties, rents, fees and
other lost revenues, (iv) lost profits or impairment of earning capacity due to property or natural resources damage,
(v) net cost of public services necessitated by a spill response, such as protection from fire, safety or health hazards,
and (vi) loss of subsistence use of natural resources. OPA limitsthe liability of responsible partiesto the greater of
$1,200 per gross tonne or $10 million per tanker (subject to possible adjustment for inflation). These limits of strict
liability would not apply if the incident were proximately caused by violation of applicable United States federal
safety, construction or operating regulations or by the responsible party’s gross negligence or willful misconduct, or
if the responsible party fails or refuses to report the incident or to cooperate and assist in connection with oil removal
activities. Frontline currently insures and, provided such insurance remains available at a commercially reasonable
cost, plansto insure each of its vessels with pollution, spillage and leakage liability insurance in the amount of $700
million per vessel per occurrence. Thisisthe amount currently available to Frontline in the insurance market on
commercially reasonable terms. The liability resulting from a catastrophic spill could exceed the insurance coverage
available, in which event there could be a material adverse effect on Frontline. See "Risk of Loss and Insurance."
Additionally, under OPA 90, the liability of responsible parties, United States or foreign, with regard to oil pollution
damage in the United States is not preempted by any international convention.

Under OPA 90, with certain limited exceptions, all newly built or converted tankers operating in
United States waters must be built with double hulls conforming to particular specifications. Existing vessels which
do not comply with the double hull requirement must be phased out over a 20-year period (1995-2015) based on
size, age and place of off-loading, unless retrofitted with double hulls.

Notwithstanding the phase-in period, OPA currently permits existing single hull tankers to operate
until the year 2015 if (i) their operations within United States waters are limited to discharging at LOOP or off-
loading by means of lightering activities within authorized lightering zones more than 60 miles off-shore and
(ii) they are otherwise in compliance with applicable laws and regul ations.

OPA expands the pre-existing financial responsihility requirements for vessels operating in United
States waters and requires owners and operators of vessels to establish and maintain with the US Coast Guard
evidence of insurance or of qualification as a self-insurer or other evidence of financial responsibility sufficient to
meet their potential strict liability limit under OPA 90. The US Coast Guard has adopted regulations which require
evidence of financial responsibility equal to the strict liability limit demonstrated by insurance, surety bond, self-
insurance or guaranty. Under OPA 90, an owner or operator of more than one tanker is required only to demonstrate
evidence of financial responsibility for the tanker having the greatest maximum strict liability limit under OPA 90.

The US Coast Guard’ s regulations concerning certificates of financial responsibility provide, in
accordance with OPA 90, that claimants may bring suit directly against an insurer or guarantor that furnishes
certificates of financial responsibility; and, in the event that such insurer or guarantor is sued directly, it is prohibited
from asserting any defense that it may have had against the responsible party and is limited to asserting those
defenses available to the responsible party and the defense that the incident was caused by the willful misconduct of
the responsible party. Frontline currently maintains evidence of insurance through Shoreline Mutual (Bermuda) Ltd.

Owners or operators of tankers operating in United States waters must file vessel response plans
with the US Coast Guard and their tankers must operate in compliance with their US Coast Guard approved plans.
Such response plans must, among other things, (i) identify and ensure, through contract or other approved means, the
availability of necessary private response resources to respond to a"worst case" discharge, (ii) describe crew training
and drills, and (iii) identify a qualified individual with full authority to implement removal actions.
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OPA 90 specifically permitsindividual statesto impose their own liability regimes with regard to oil
pollution incidents occurring within their boundaries, and many states have enacted legislation providing for
unlimited liability for ail spills. In some cases, states which have enacted such legisation have not yet issued
implementing regulations defining tanker owners' responsibilities under these laws. Frontline intends to comply
with all applicable state regulations in ports where Frontline' s vessels call.

The EC is considering legislation that will affect the operation of oil tankers. Any such legislation
would become the law of Norway upon its adoption by the EC. It isimpossible to predict what legidation, if any,
may be promulgated by the EC or any other country or authority.

The operation of Frontline's vesselsis also affected by the International Ship Management Code
("1SM Code"), which as of July 1, 1998, will require shipowners and bareboat charterers to develop an extensive
"Safety Management System,” which includes policy statements, manuals, standard procedures and lines of
communication. Noncompliance with the ISM Code may subject the shipowner or bareboat charterer to increased
liability and may lead to decreases in available insurance coverage for affected vessals, denial of permission to enter
ports or detention by port authorities. Although compliance with the ISM Code is the responsibility of a bareboat
charterer where its vessels are subject to such charters, Frontline may become primarily responsible for compliance
with the ISM Code if abareboat charterer were to default in its obligations under its charters.

Frontline sVessels

Frontline operates a substantially modern fleet of 23 vessels consisting of nine OBOs, five VLCCs,
six Suezmax tankers and three wood chip carriers. Frontline owns 19 of such vessels through indirect wholly-owned
subsidiaries and two of such vessels through limited partnerships. Four of such vessels are chartered to an indirect
wholly-owned subsidiary of Frontline. Frontline also has five Suezmax tankers on order and options for five
VLCCs. Thetotal tonnage of Frontling's existing fleet equals approximately 3.9 million dwt and al of its wholly-
owned vessels (except the three woodchip carriers) were built in the 1990s. The following table sets forth the fleet
operated by Frontline as of January 30, 1998:

Owned Tonnage

Type of
Vessel Built Dwit. @1 Employment
VLCCs
Front Highness 1991 284,000 SG Contract/Spot market
Front Lady 1991 284,000 SG Contract/Spot market
Front Lord 1991 284,000 SG Contract/Spot market
Front Duke 1992 284,000 SG Contract/Spot market
Front Duchess 1993 284,000 SG Contract/Spot market
OBO Carriers
Front Breaker 1991 169,000 LR Contract/Spot market
Front Climber 1991 169,000 SG Contract/Spot market
Front Driver 1991 169,000 LR Contract/Spot market

1. LR-Liberia, NO-Norway, PA-Panama, SG-Singapore.
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Front Guider
Front Leader
Front Rider

Front Striver
Front Viewer

Suezmaxes

Lillo

Front Emperor
Pollytrader (40%)
Pollytraveller (35%)
Front Spirit

Wood Chip Carriers

Forest Sovereign
Forest Trader
World Wood

Vessel
Suezmax
Glen Maye
OBO Carrier
Algarrobo

Properties

Frontline Management A S leases office space in Oslo, Norway, from Sea Shipping AS, a company
controlled by Frontline's Principal Shareholder, at market rates. Frontline leases offices space in Stockholm,
Sweden, and Frontline Singapore Pte Ltd. shares leased office space in Singapore.

L egal Proceedings

1991
1991
1992
1992
1992

1991
1992
1978
1979
1991

1975
1974
1974

Built

1992

1984

169,000
169,000
169,000
169,000
169,000

147,000
147,000
126,000
126,000
147,000

47,000
42,000
47,000

B88EEE

LR

&8

NO

LR

LR
LR
LR

Chartered In Tonnage

Dwt

152,000

156,000

Flag

PA

NO

Contract/Spot market
Contract/Spot market
Contract/Spot market
Contract/Spot market
Contract/Spot market

Time charter
Spot market
Time charter
Time charter
Spot market

Contract/Spot market
Time charter
Spot market

Type of
Employment

Spot market

Spot market

Frontline is a party, as plaintiff or defendant, to several lawsuits in various jurisdictions for

demurrage, damages, off-hire and other claimsarising from the operation of its vessels. Frontline's management
believes that the resolution of such claims will not have a material adverse effect on Frontling’ s operations or

financial condition.

In addition, Frontline has challenged the Astro Transactions and has sought to block their

completion in the Stockholm district court. See "Recent Developments; The Tender Offer and The ICB Transaction
- The ICB Transaction."
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Selected Financial Data

The following tables set forth a summary of the financial information for Frontline as of the dates
and for the periodsindicated. The selected statement of operations and balance sheet data for each of the years have
been derived from the historical consolidated financial statements of Frontline, which have been audited by Coopers
& Lybrand, independent accountants. See "Experts." The following data should be read in conjunction with
"Information Concerning Frontline - Management’ s Discussion and Analysis of Financial Condition and Results of
Operations" and Frontline Consolidated Financial Statements and Notes thereto included elsewhere in this Joint
Proxy Statement/Prospectus. The selected combined financial data set forth below for the nine-month periods ended
September 30, 1996 and 1997 have been extracted or derived from and are qualified by reference to the Interim
Consolidated Financial Statements of the Company and the notes thereto included elsewhere in this Joint Proxy
Statement/Prospectus. Frontline prepares its consolidated financial statements in accordance with Swedish GAAP,
which differsin certain significant respects from US GAAP. Reconciliation of the Frontline financial information
from Swedish GAAP to US GAAP isin accordance with the rules and requirements of the Commission. See Note
17 to the Annual Consolidated Financia Statements and Note 2 to the Interim Consolidated Financial Statements of
Frontline included elsewhere in this Joint Proxy Statement/Prospectus for a description of the significant differences
between Swedish GAAP and US GAAP affecting Frontline' s consolidated net income (loss) and shareholders

equity.

For the
Nine Months
Ended September 30, For the Y ear Ended December 31,

1997 1996 1996 1995 1994 1993 1992

SEK SEK SEK SEK SEK SEK SEK
Statement of Operations Data (Unaudited) (In millions, except per share data)
Amounts in accordance with
Swedish GAAP:
Operating Revenues 1,396 913 1,222 1,444 1,266 1,318 1,059
Operating Income (Loss) 269 43 50 184 3 (184) (342)
Net Income (L oss) 63 (67) 97) 19 (165) (332 (430)
Net Income (Loss) Per Share 0.62 (1.54) (2.07) 0.45 (3.82 (11.81) (20.16)
Amounts in accordance with
USGAAP:
Operating Revenues 1,369 891 1,193 1,405 N/A N/A N/A
Operating Income (Loss) 246 34 33 158 N/A N/A N/A
Net Income (Loss) 62 (65) (95) 19 N/A N/A N/A
Net Income (Loss) Per Share 0.61 (1.50) (2.03) 0.43 N/A N/A N/A
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For the

Nine Months
Ended September 30, As of December 31,
1997 1996 1996 1995 1994 1993 1992
SEK SEK SEK SEK SEK SEK SEK
Balance Sheet Data (at the (Unaudited) (In millions, except per share data)
end of period)
Amountsin accordance with
Swedish GAAP:
Total Assets 9,054 N/A 6,297 3,626 3,987 4,696 4,445
Total Debt - Excluding 3,795 N/A 3,465 2,126 2,344 2,782 2,697
Current Portion
Shareholders’ Equity 3,917 N/A 2,260 1,116 1,242 1,578 1,271
Cash Dividends Declared 0 0 0 0 0 0 0
Per Share
Amountsin accordance with
USGAAP:
Total Assets 8,995 N/A 6,328 3,670 N/A N/A N/A
Total Debt - Excluding 3,795 N/A 3,465 2,168 N/A N/A N/A
Current Portion
Shareholders’ Equity 3,859 N/A 2,251 1,106 N/A N/A N/A
Cash Dividends Declared 0 0 0 0 0 0 0
Per Share

83



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

Frontlineis avessel owner and operator that transports dry cargo and oil products internationally.
Frontline operates a substantially modern fleet of vessels, and its strategy is to become one of the world’ s largest
publicly traded tanker owning companies with a modern, high quality fleet.

Frontline currently operates 23 vessdls, including nine OBOs, five VLCCs, six Suezmax tankers and
three wood chip carriers. Frontline owns 19 of such vessels through direct and indirect wholly-owned subsidiaries
and two of such vessels through limited partnerships. Four of such vessels are chartered to an indirect wholly-
owned subsidiary of Frontline. The tonnage of this existing operated fleet totals approximately 3.9 million dwt. In
addition, Frontline has five Suezmax tankers on order and options for four VLCCs. All of these vesselswill be built
by the Hyundai Heavy Industries shipyard in South Korea. Delivery dates range from mid-1998 to early 2000, and
delivery prices are estimated at $81 million per VLCC and $51 million per Suezmax tanker.

The charter rates that Frontline is able to obtain for its services are determined in a highly
competitive global market. Although the tanker market in which Frontline competes recently has experienced
relative stability in earnings performance and asset values, historically the overall tanker business has been highly
cyclical, experiencing volatility in profitability and asset values resulting from changes in the supply of and demand
for vessel capacity.

In August 1996, Frontline's Board of Directors concluded that Frontline should take further stepsto
become aleading tanker shipping company with afocus on modern VLCC and Suezmax tonnage. Frontline intends
to achieve this objective by active expansion of itsfleet. In addition, Frontline's dry cargo operations will be
performed primarily by its OBO carriersin the future.

Freight Market Review

Since 1994, the average daily earnings of the tankers and OBOs in Frontline' s fleet, measured in
time charter equivalent ("TCE") rates, have been asfollows:

Y ear First nine months
dwt 1994 1995 1996 1996 1997
284,000S VLCC.....occveeeeieereeeeeeen s n.a n.a $27,700 n.a $29,300
169,000S OBO.......cooovveeereerieseeer e $22,000 $24,700 $23,000 $23,000 $25,800
147,000S SUEZIMAX........ccreerrerierreerreesans $25,000 $26,900 $26,800 $24,850 $23,300

Through efficient chartering practices, Frontline seeks to minimize the amount of time the
OBO carriers operate in ballast. In 1996, Frontline’s OBO fleet operated in ballast 22% of thetime. This
compares with atanker industry average of 35-45% which Frontline estimates for oil tankers that do not
carry dry cargo. Asaresult, Frontline's OBO fleet generates TCE rates which are somewhat higher than
these for similar sized oil tankers. Frontline believes that the time it operatesits VL CCs and Suezmax
tankersin ballast is at industry standards.



Currency of Financial Statements

For the fiscal years ended December 31, 1996, 1995 and 1994, as explained in footnote 1 to
Frontline's Interim Consolidated Financial Statements, Frontline' s financial statements are expressed in
SEK in accordance with Swedish generally accepted accounting principles. Frontline'sinterim financial
statements also are expressed in SEK in accordance with Swedish generally accepted accounting principles.

Results of Operations
Nine Months Ended September 30, 1997 versus Nine Months Ended September 30, 1996

As part of its fleet expansion program, during the nine months ended September 30, 1997
Frontline acquired options to purchase a third Suezmax and four VLCC newbuilding contracts.

During this period, Frontline's vessels operated in both the spot market and the long term
charter market.

Net voyage revenue (often termed income on timecharter basis) from vessels increased by
85.4% to SEK 1069.6 million in the nine months ended September 30, 1997 from SEK 577.0 million in the
nine-month period ended September 30, 1996, due to an increase in the capacity of Frontline' s fleet and
improved charter rates. Operating expenses (ship operating expenses, charter hire on account of chartered
in vessels and general and administrative costs) increased by 21.6% to SEK 476.8 millionin the nine
months ended September 30, 1997 from SEK 392.1 million in the nine-month period ended September 30,
1996. The change in operating expenses consisted of an increase in ship operating expenses of SEK 101.3
million due to an increase in the number of vessels owned, a decrease in charter hire expenses on account of
chartered in vessels of SEK 56.6 million due to a reduction in the number of vessels chartered-in, and an
increase in general and administrative costs of SEK 40.0 million primarily due to restructuring costsin
connection with the redomicilation of Frontline from Sweden to Bermuda. As a percentage of revenues,
operating expenses decreased from 67.9% during the nine-month period ended September 30, 1996, as
compared to 44.6% during the nine-month period ended September 30, 1997. As aresult, operating income
before depreciation and amortization (also termed EBITDA Earnings Before Interest Taxes Depreciation
and Amortization; EBITDA isnot afinancial statement item) increased by 189.0% to SEK 592.8 million in
the nine months ended September 30, 1997 from SEK 205.1 million in the nine-month period ended
September 30, 1996.

Depreciation and amortization charges increased by 99.9% to SEK 323.7 million in the
nine months ended September 30, 1997 from SEK 162.0 million in the nine-month period ended
September 30, 1996 due to the purchase of vesselsin late 1996. Accordingly, operating income after
depreciation (also termed EBIT Earnings Before Interest and Taxes; EBIT isnot afinancial statement
item) increased by 523.6% to SEK 269.1 million in the nine months ended September 30, 1997 from SEK
43.1 million in the nine-month period ended September 30, 1996.

Interest and other income increased by 39.3% to SEK 25.2 million in the nine months
ended September 30, 1997 from SEK 18.1 million in the nine-month period ended September 30, 1996.
Interest and finance expenses increased by 81.3% to SEK 231.7 million in the nine months ended
September 30, 1997 from SEK 127.8 million in the nine-month period ended September 30, 1996 dueto
higher debt levels in connection with the financing of vessels acquired in late 1996. Consequently, net
income increased by 193.9% to SEK 62.5 million in the nine months ended September 30, 1997 as
compared to aloss of SEK 66.6 million in the nine-month period ended September 30, 1996. As of
September 30, 1997, 64% of Frontling’s outstanding debt bears interest at floating rates, the rest is fixed
through swap agreements with the lending banks for periods varying from two to four years.
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1996 versus 1995

During 1996, Frontline expanded its fleet by acquiring five VLCCs, one Suezmax tanker
and two OBO carriers. Further, Frontline obtained options on newbuilding contracts for two Suezmax
tankersto be delivered during 1998. In addition, Frontline sold two small OBO carriersin 1996.

In 1996, Frontline operated in a balanced tanker market. A modest increasein global
demand for refined petroleum products in the main consuming areas coupled with increased operating costs
influenced its overall financial performance.

Net voyage revenue (income on time charter basis) from vessels decreased by 22.9% to
SEK 766.8 million in 1996 from SEK 994.7 million in 1995, mainly due to the reduction in number of
vessels chartered in. The decrease was partially offset by revenues from an increase in Frontline' s fleet
reflecting vessels acquired in late 1996. Operating expenses (ship operating expenses, charter hire on
account of chartered in vessels and general and administrative costs) decreased by 9.9% to SEK 534.5
million in 1996 from SEK 593.0 million in 1995. The change consisted of an increase in ship operating
expenses of SEK 20.0 million due to an increase in the number of ships owned, a decreasein charter hire
expenses on account of chartered in vessels of SEK 86.6 million due to a reduction in the number of vessels
chartered-in, and an increase in general and administrative costs of SEK 8.1 million. As a percentage of
revenues, operating expenses increased from 59.6% in 1995 to 69.7% in 1996. In 1996 Frontline recorded
again of SEK 40.9 million on sale of the two smaller OBO carriers, no gains or losses from vessel
disposals were recorded in 1995. As aresult, operating income before depreciation and amortization
(EBITDA) decreased by 32.0% to SEK 273.2 million in 1996 from SEK 401.8 million in 1995.

Depreciation and amortization charges increased by 2.2% to SEK 222.9 million in 1996
from SEK 218.1 million in 1995, as aresult of the increase in the fleet due to the acquisition of vesselsin
late 1996. Accordingly, operating income after depreciation (EBIT) decreased by 72.6% to 50.3 millionin
1996 from SEK 183.7 million in 1995.

Interest and other income decreased by 14.8% to SEK 24.8 million in 1996 from SEK 29.1
million in 1995, primarily due to lower cash balances. Interest and finance expenses decreased by 11.1% to
SEK 171.9 million in 1996 from SEK 193.3 million in 1995, due to lower levels of debt and lower interest
rates during most of 1996 as compared to 1995. Consequently, Frontline incurred aloss of SEK 96.9
million in 1996 as compared to a profit of SEK 19.5 million in 1995.

1995 versus 1994

Net voyage revenue (income on timecharter basis) from vesselsincreased by 17.9% to SEK
994.7 million in 1995 from SEK 843.7 million in 1994, due to the acquisition of the two small OBO
carriers, more vessals chartered in and higher freight rates for the OBO carriers and tanker vessels.
Operating expenses (ship operating expenses, charter hire on account of chartered in vessels and general
and administrative costs) decreased by 2.2% to SEK 593.0 million in 1995 from SEK 606.5 million in 1994
primarily due to lower chartering expenses on account of chartered in vessels. As a percentage of revenues,
operating expenses decreased to 59.6% in 1995 from 71.9% in 1994. As aresult, operating income before
depreciation and amortization (EBITDA) increased by 69.4% to SEK 401.8 million in 1995 from SEK
237.2 million in 1994.

Depreciation and amortization charges decreased by 6.7% to SEK 218.1 million in 1995
from SEK 233.9 million in 1994 due to the amortization of a purchase option in amount of SEK 23.0
million in 1994. Accordingly, operating income after depreciation (EBIT) was SEK 183.7 million in 1995
as compared to aloss of SEK 3.3 millionin 1994.
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Interest and other income increased by 14.2% to SEK 29.1 million in 1995 from SEK 25.5
million in 1994 primarily due to higher cash balancesin 1995. Interest and finance expense decreased by
0.2% to SEK 193.3 million in 1995 from SEK 193.8 millionin 1994. Net incomein 1995 was SEK 19.5
million as compared to aloss of SEK 165 million in 1994, primarily due to improvement in the freight
rates.

Inflation

Although inflation has had a moderate impact on operating expenses, drydocking expenses
and corporate overhead, management does not consider inflation to be a significant risk to direct costsin
the current and foreseeable economic environment. In addition, in a shipping downturn, costs subject to
inflation can usually be controlled because shipping companies typically monitor coststo preserve liquidity
and encourage suppliers and service providers to lower rates and prices. However, in the event that
inflation becomes a significant factor in the world economy, inflationary pressures could result in increased
operating and financing costs.

Operating Currency

Theinternational tanker industry’s functional currency isthe US dollar and, as aresult,
virtually all of Frontline'srevenuesarein USdollars. Until June 1997, general and administrative
expenses were incurred in Swedish Kronor, and thereafter in Norwegian Kroner, due to establishing
Frontline Management AS in Oslo, Norway, while a significant portion of the operating expenses are
incurred in US dollars and, to alesser extent, other currencies. The five Suezmax newbuildings currently
on order by Frontline were ordered under shipbuilding contracts denominated in US dollars. Frontline does
not routinely hedge its foreign exchange exposure, and it is intended that the combined company will
follow the same palicy.

Liquidity and Capital Resour ces

The liquidity requirements of Frontline relate to servicing its debt, funding the equity
portion of investments in vessels, funding working capital and maintaining cash reserves against
fluctuations in operating cash flow.

Frontline operatesin a capital intensive industry requiring extensive investment in revenue
producing assets. Funds invested are raised mainly from debt issuance and Frontline' sinternally generated
funds. The equity portion of an investment in a newbuilding is usually paid in installments, commencing
one to three years in advance of delivery, for 20% to 60% of the vessel purchase price. Frontline currently
has on order five Suezmax tankers for atotal acquisition cost of approximately $255 million, of which $175
million is subject to debt financing, with the balance to be paid out of cash from operations and working
capital. Asof November 25, 1997, Frontline had advanced approximately $57 million to the builder in
connection with the construction of these vessels. Assuming that Frontline secures $175 million in debt
financing, Frontline should require additional financing in the amount of $23 million for its current vessel
newbuilding commitments, assuming that Frontline' s cash flow from operations will be sufficient to
finance the construction in the period prior to the time Frontline takes delivery of the vessels. If any of its
options to assume newbuilding contracts is exercised, the capital outlay would be $81 million per VLCC
plus working capital of $4 million, for atotal of $85 million per vessel. The equity requirement would be
approximately $20.5 million per vessel, assuming afirst priority bank loan of $50 million and a second
priority financing from the builder of $14.5 million. Thereis no assurance such debt financing can
obtained.

87



Since July 1997, as aresult of itsfleet expansion program, Frontline has made capital
expenditures of approximately $72 million relating to the purchase of a Suezmax tanker and installments
for the five Suezmax newbuildings. The purchase of the vessel included assuming aloan facility on that
vessel in the amount of $27.5 million. In addition, Frontline has invested SEK 1,645 million or $215
million in the Swedish publicly traded shipping company ICB Shipping AB. Thisinvestment has been
partly financed through a $98 million credit facility. To finance the equity requirements for these
investments Frontline has carried out four private placements during the third quarter of 1997 for atotal
consideration of Norwegian Kroner 1,292.5 million or approximately $170 million. Accordingly, Frontline
has increased its outstanding indebtedness by $115 million during the quarter ended September 30, 1997.
Total debt as a percentage of total assets decreased to 56.7% at September 30, 1997 as compared to 64.1%
at December 31, 1996, 69.2% at December 31, 1995 and 68.8% at December 31, 1994. Interest cover (the
ratio of EBITDA to interest expense) increased to 2.5 in the nine months ended September 30, 1997, from
1.6in 1996, 2.1in 1995 and 1.2 in 1994. Frontline intends to use the cash flow from itsincreased fleet
capacity primarily to repay its outstanding debt.

Frontline believes that, based upon current levels of operations and anticipated
improvements in charter market conditions, cash flow from operations, together with other available
sources of funds (in the form of either equity or debt financing) will be adequate to make required payments
of principal and interest on Frontling’ s debt, to permit anticipated capital expenditures including a possible
acquisition of the four VL CC newbuildings as to which Frontline has options, to fund working capital
reguirements and to enable Frontline to comply with the terms of its financing agreements. There can be no
assurance such improvements in charter market conditions will occur or that such conditions will not
deteriorate.

Frontline generated cash from operations of SEK 333.0 million in the nine months ended
September 30, 1997, as compared to SEK 72 million in the nine months ended September 30, 1996, SEK
94.8 million in 1996, SEK 186.9 millionin 1995, and SEK 103.1 million in 1994. The decline in cash from
operations from 1995 to 1996 was attributable to weaker charter market conditionsin 1996. Net cash used
in investing activities, consisting of payments for vessel acquisitions and the investment in ICB, was SEK
2286.2 million in the nine months ended September 30, 1997 (as compared to SEK 116.0 millionin the
nine months ended September 30, 1996), negative SEK 242.2 million in 1996, SEK 256.7 million in 1995,
and negative SEK 29.0 million in 1994. Net cash provided by financing activities, consisting primarily of
proceeds from the incurrence of long term debt net of repayments of long term debt and issue of new
shares, was negative SEK 1,929.9 million in the nine months ended September 30, 1997 (as compared to
negative SEK 244.0 million in the nine months ended September 30, 1996), negative SEK 440.6 millionin
1996, SEK 73.7 million in 1995 and negative SEK 131.8 million in 1994.

In September 1997, Frontline entered into a short-term $75 million credit facility (the
Bridge Loan) for the purpose of financing the Offer. In addition, Frontline has guaranteed a $100 million
loan facility which will refinance the three Suezmax tankers owned by the Company, which facility will
become aliability of the combined entity upon the effectiveness of the Amalgamation and Sale.

Frontline generally maintains high cash balances, in part to satisfy financial requirements
under certain financing arrangements. After consummation of all of the transactions contemplated in the
Amalgamation Agreement and taking into account anticipated cash flow from operations in the amount of
$16 million to be realized prior to such time, Frontline expects the resulting combined company to have
cash balances of approximately $135 million. Such cash is expected to be used in part to repay
approximately $73 million expected to be owing to the lenders on account of the Bridge L oan.

Approximately $230 million of Frontline’s current liabilities represent the current portion
of itslong term debt. Of this amount, $56 million is the current portion of secured vessel-related debt.
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Financial Statementsand Supplementary Data

Required financial statements and supplementary data relating to Frontline are appended to this Joint
Proxy Statement/Prospectus.

Directors and Executive Officers
Frontline' s directors and executive officers are listed bel ow:

Directors and Executive

Officers of Frontline Age Position

John Fredriksen 53 Chairman and Chief Executive Officer

Tor Olav Trgim 34 Deputy Chairman and Chief Executive Officer
of Frontline Management

Kenneth Douglas 41 Director

Timothy J. Counsell 39 Director

Tom E. Jebsen 40 Chief Financial Officer of Frontline
Management

Kate Blankenship 33 Secretary

Certain biographical information about each of the directors and executive officers of Frontline is set forth below.

John Fredriksen has served as Chairman of the Board and Chief Executive Officer of Frontline since
July 1997 and a Director of Frontline since July 1996. Mr. Fredriksen is Chairman and Chief Executive Officer and
adirector of the Company and has served for over five years as a director of Sea Tankers. Mr. Fredriksen indirectly
controls Frontline's Principal Shareholder, which, as of April 6, 1998, beneficially owns 49.6% of the Frontline
Ordinary Shares. Mr. Fredriksen isacitizen of Norway and aresident of Cyprus.

Tor Olav Tr@gim has served as Deputy Chairman of Frontline since July 4, 1997, and Director of
Frontline since July 1, 1996. Mr. Trgim also serves as adirector of Frontline AB, awholly-owned subsidiary of
Frontline, and isthe Chief Executive Officer of Frontline Management , which company supports Frontline in the
implementation of decisions made by the Board of Directors of Frontline. Mr. TrgimisVice President and a
director of the Company. Mr. Tr@gim also serves as a consultant to Sea Tankers. Heisadirector of Aktiv Inkasso
ASA and Northern Offshore ASA, both Norwegian publicly listed companies. Prior to his service with Frontline
from January 1992, Mr. Trgim served as Managing Director and a member of the Board of Directors of DNO AS, a
Norwegian oil company. Mr. Trgim owns 26,000 Frontline Ordinary Shares and is a citizen of Norway.

Kenneth Stephen Alexander Douglas has been a non-executive director of Frontline since
November 22, 1997, and has served as a director of the Company since November 3, 1997. He has been an attorney
at Appleby, Spurling & Kempe since June 1997. Mr. Douglas was a Senior Solicitor, Corporate Finance, at Bank of
Scotland from 1989 to June 1997. Heisacitizen of the United Kingdom and a resident of Bermuda and owns no
Frontline Ordinary Shares.
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Tom E. Jebsen has served as Chief Financial Officer of Frontline Management since June 1997.
From December 1995 until June 1997, Mr. Jebsen served as Chief Financial Officer of Tschudi & Eitzen Shipping
ASA, apublicly traded Norwegian shipowning company. Prior to December 1995, Mr. Jebsen served as Vice
President of Dyno Industrier ASA, a publicly traded Norwegian explosives producer from 1991. Mr. Jebsen does
not own any ordinary shares of Frontline. Mr. Jebsen isacitizen of Norway.

Kate Blankenship has served as Secretary of Frontline since February 2, 1998. Mrs. Blankenship is
also Group Financial Controller and Secretary of the Company. Prior to joining the Company in 1994, shewas a
Manager with KPMG Peat Marwick in Bermuda. She is amember of the Institute of Chartered Accountantsin
England and Wales.

Owner ship of Frontline Ordinary Shares

Each Frontline Ordinary Share is entitled to one vote and such shares are the only class of securities
of Frontline currently entitled to vote at the Annual Meeting. There are 3,118 holders of record of Frontline's
Ordinary shares and as of April 6, 1998, there were 136,701,507 Frontline Ordinary Shares outstanding.

The following table sets forth the share ownership of the principal holders of the outstanding
Frontline Ordinary Shares as of April 6, 1998, to the extent known by the persons on whose behalf the Joint Proxy
Solicitation is being made.

Amount
and Nature of
Name and Address of Beneficial Ownership Percent
Title of Class Beneficial Owner of Shares of Class
Frontline Ordinary Hemen Holding Ltd.(1) 67,817,000 49.6%
Shares c/o Frontline Ltd.
Mercury House
101 Front Street

Hamilton, Bermuda

(1) Hemen Holding Ltd. isaCyprus holding company controlled by Mr. John Fredriksen.
Compensation of Directors and Officers

During the fiscal year ended December 31, 1996, Frontline paid its Directors and officers aggregate
cash compensation of $999,708.07.

Certain Relationships and Related Transactions

In September 1997, Frontline agreed with Greenwich Holdings Ltd., a company indirectly
controlled by John Fredriksen, Frontline's Chairman and Chief Executive Officer, and Frontline’ s Principal
Shareholder, to purchase the Suezmax tanker SEA SPIRIT (renamed FRONT SPIRIT). The vessel was built in 1993
and totals 147,000 dwt. The purchase price of $41.7 million is $1 million less than the average value of the vessel as
quoted by three independent appraisers. The vessel acquisition was financed by the issuance of 3,000,000 Frontline
Ordinary Shares valued at NOK 35 per share, plus the transfer of the vessel’ s indebtedness secured by a mortgage to
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Frontline. Asof November 5, 1997, 3,000,000 Frontline Ordinary Shares were assigned and issued to Frontline's
Principal Shareholder.

In connection with the execution of the Amalgamation Agreement, the Company and Frontline's
Principal Shareholder executed a shareholder agreement (the " Shareholder Agreement™) dated as of September 19,
1997. Pursuant to the Shareholder Agreement, Frontline's Principal Shareholder agreed (1) to voteits Frontline
Ordinary Shares in favor of the Amalgamation and the other transactions contemplated by the Amalgamation
Agreement, and (2) to cause Frontline to vote its LOF Ordinary Sharesin favor of the increase in the authorized
share capital of the Company and the issuance of LOF Ordinary Shares and New Warrants in connection with the
Amalgamation and the other transactions contemplated by the Amalgamation Agreement.

In anticipation of the consummation of the transactions contemplated by the Amalgamation
Agreement, Mr. Tor Olav Trgim, the Deputy Chairman and Chief Executive Officer of Frontline Management, and
Mr. Miles Kulukundis, the former President and Chief Executive Officer of the Company, agreed in principle to
explore the sale by the Company of three of the Panamax tankers presently owned by the Company. On October 29,
1997, the Company entered into agreements to sell such vessels for delivery in December, 1997. See "Information
Concerning the Company - Business of the Company - The Company" elsewhere herein.

In connection with the formation of Frontlinein April 1997 and the listing of Frontline Ordinary
Shares on the Oslo Stock Exchangein July 1997, Frontline Management has leased office space in Oslo, Norway at
market rates from Sea Shipping AS, acompany controlled by Frontling’s Principal Shareholder.

During 1997 and January 1998, Frontline acquired contracts for the construction and purchase of
five Suezmax tankers at the Hyundai Heavy Industries Co. Ltd. shipyard in South Koreafor delivery in 1998 from
single-ship owning companies controlled by Frontline's Principal Shareholder (the " Suezmax Newbuilding
Companies"). Frontline acquired the contracts in consideration of the progress payments paid to that date by the
Suezmax Newbuilding Companies.

In addition, Frontline has received options from companies controlled by Frontline's Principal
Shareholder to assume four contracts for the construction and purchase of four VLCCs to be built by Hyundai Heavy
Industries Co. Ltd. in South Korea at a price of $81.5 million per vessel. No additional consideration in excess of
the newbuilding contract pricesis payable by Frontline upon exercise of such options. These options to assume
these contracts have been extended to March 31, 1998.

Previoudly, Frontline had entered into an accounting agreement with Seabridge, a company owned
by ICB, pursuant to which Seabridge agreed to provide financial servicesto Frontline single-ship subsidiaries. It
expired December 31, 1997.

During 1997, Frontline's Principal shareholder purchased from Latsis, a Greek shipowning family,
two VLCCs and four ULCCs. Frontline Management may enter into technical supervision agreements and
commercial management agreements in respect of these vessels at market rates.

In addition, Frontline Management will enter into agreements for the technical management of
FRIENDSHIP, aVLCC, and the tankers NORTHERN SNOW, NORTHERN ICE and NORTHERN LIGHTS|, and
for the commercia management of FRIENDSHIP, each owned by a company controlled by Frontline' s Principal
Shareholder.

During 1996, Frontline AB purchased seven tankers from companies controlled by Frontline's
Principal Shareholder.
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LEGAL MATTERS

Certain legal matters in connection with the Amalgamation and Sale will be passed upon for the
Company by Conyers & Dill & Pearman, as special Bermuda counsel to the Company, and for Frontline, by
Appleby Spurling & Kempe, as special Bermuda counsel to Frontline. Seward & Kissel has rendered its opinion as
to certain United States federal income tax consequences of the Amalgamation and Sale and the ownership and
disposition of ADSs. See"Summary - Certain United States Federal Income Tax Consequences,” "The
Amalgamation and Sale - Certain United States Federal Income Tax Consequences’ and "Information Concerning
the Company - Taxation" elsewhere herein.

EXPERTS

The consolidated financia statements of Frontline as of December 31, 1996, and for each of the
three yearsin the period ended December 31, 1996, included in this Joint Proxy Statement/Prospectus and elsewhere
in the Registration Statement have been examined by Coopers & Lybrand ANS, independent public accountants, as
indicated in their report with respect thereto, and are included herein in reliance upon the authority of such firm as
expertsin giving such report.

The consolidated financial statements of the Company as of March 31, 1997 and 1996, and for each
of the yearsin the three-year period ended March 31, 1997, have been included in this Joint Proxy
Statement/Prospectus and elsewhere in the Registration Statement in reliance upon the reports of KPMG Peat
Marwick and Moore Stephens & Butterfield, independent public accountants, appearing elsewhere herein, and upon
the authority of such firms as experts in accounting and auditing.

SOLICITATION OF PROXIES

The Company will bear the cost of the solicitation of proxies from its shareholders. Frontline will
bear the cost of the solicitation of proxies from its shareholders. In addition to solicitation of proxies by use of the
mails, proxies may also be solicited by telephone, telegraph or personal interviews by Directors, officers and
employees of the Company or Frontline, as the case may be, none of whom will receive any additional or special
compensation therefor. The Company and Frontline will reimburse their respective brokerage houses and other
custodians, fiduciaries and nominees for their reasonabl e expenses of forwarding proxy solicitation materials to their
principals.

OTHER MATTERS
Neither the management of Frontline nor the Company is aware of any other matters to be presented
at its Special General Meeting. However, if any other matters properly come before the Special General Meetings,
the persons named in this Joint Proxy Statement/Prospectus will take such action asin their judgment they may
deem advisable.
By Order of the Board of Directors of the Company,

John Fredriksen
Chairman and Chief Executive Officer

April 10, 1998
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Exhibit D

Provisions of Bermuda Companies Act of 1981

Section 106.

(1) Thedirectors of each amalgamating company shall submit the amalgamation agreement for
approval to a meeting of the holders of shares of the amalgamating company of which they are directors and, subject
to subsection (4), to the holders of each class of such shares.

(2) A notice of ameeting of shareholders complying with section 75 shall be sent in accordance
with that section to each shareholder of each amalgamating company, and shall --

@ include or be accompanied by a copy or summary of the amalgamating agreement;
and

(b) subject to subsection (2A), state --

0) the fair value of the shares as determined by each amalgamating
company; and

(i) that a dissenting shareholder is entitled to be paid the fair value of his
shares.

(2A)  Notwithstanding subsection (2)(b)(ii), failure to state the matter referred to in that
subsection does not invalidate an amalgamation.

3 Each share of an amalgamating company carries the right to vote in respect of an
amal gamation whether or not it otherwise carries the right to vote.

4 The holders of shares of a class of shares of an amalgamating company are entitled to vote
separately as aclassin respect of an amalgamation if the amalgamation agreement contains a provision which would
constitute a variation of the rights attaching to any such class of sharesfor the purposes of section 47.

(4A)  Theprovisions of the Bye-Laws of the company relating to the holding of general meetings
shall apply to general meetings and class meetings required by this section provided that, unless the Bye-Laws
otherwise provide, the resolution of the shareholders or class must be approved by a mgjority vote of three-fourths of
those vating at such meeting and the quorum necessary for such meeting shall be two persons at least holding or
representing by proxy more than one-third of the issued shares of the company or the class, as the case may be, and
that any holder of shares present in person or by proxy may demand a poll.

(5) An amalgamation agreement shall be deemed to have been adopted when it has been
approved by the shareholders as provided in this section.

(6) Any shareholder who did not vote in favor of the amalgamation and who is not satisfied

that he has been offered fair value for his shares may within one month of the giving of the notice referred to in
subsection (2) apply to the Court to appraise the fair value of his shares.
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(6A)  Subject to subsection (6B), within one month of the Court appraising the fair value of any
shares under subsection (6) the company shall be entitled either

@ to pay to the dissenting shareholder an amount equal to the value of his shares as
appraised by the Court; or

(b) to terminate the amal gamation in accordance with subsection (7).

(6B)  Wherethe Court has appraised any shares under subsection (6) and the amalgamation has
proceeded prior to the appraisal then, within one month of the Court appraising the value of the shares, if the amount
paid to the dissenting shareholder for his sharesis less than that appraised by the Court the Amalgamated Company
shall pay to such shareholder the difference between the amount paid to him and the value appraised by the Court.

(6C) No appeal shall lie from an appraisal by the Court under this section.

(6D)  The costs of any application to the Court under this section shall be in the discretion of the
Court.

@) An amalgamation agreement may provide that at any time before the issue of a certificate
of amalgamation the agreement may be terminated by the directors of an amalgamating company, notwithstanding
approval of the agreement by the shareholders of all or any of the amalgamating companies.
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To the Board of Directors of Frontline AB and Subsidiaries:

We have audited the consolidated balance sheets of Frontline AB and Subsidiaries (as described in
Note 1) as of December 31, 1994, 1995 and 1996 and the related consolidated statements of operations and cash
flows for each of the three years in the period ended December 31, 1996. These consolidated financial statements
are the responsibility of the Company’s management. Our responsibility isto express an opinion on these
consolidated financia statement based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in Sweden and
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of materials misstatement. An audit includes examining, on atest basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the consolidated financial position of Frontline AB and Subsidiaries as of December 31, 1994, 1995 and
1996 and its consolidated results of operations and cash flows for the years then ended, in conformity with generally
accepted accounting principlesin Sweden.

Generally accepted accounting principlesin Sweden vary in certain significant respects from
generally accepted accounting principles in the United States. Application of generally accepted accounting
principlesin the United States would have affected net income for each of the yearsin the two-year period ended
December 31, 1996 and shareholder’s equity as of December 31, 1995 and 1996, to the extent summarized in Note
17 to the consolidated financial statements.

Oslo, Norway
September 18, 1997,
except asto the
information
presented in

Notes 16 and 17,

for which the
dateis

March 16, 1998

Per Hanstad State Authorized Accountant
Coopers & Lybrand ANS

F-3



To the Board of Directors of Frontline AB and Subsidiaries:

We have audited the consolidated balance sheets of Frontline AB and Subsidiaries
(as described in Note 1) as of December 31, 1994, 1995 and 1996 and the related
consolidated statements of operations and cash flows for each of the three years in the
period ended December 31, 1996. These consolidated financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion
on these consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally
accepted in Sweden and the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financia statements
are free of material misstatement. An audit includes examining, on atest basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overal financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present
fairly, in al material respects, the consolidated financial position of Frontline AB and
Subsidiaries as of December 31, 1994, 1995 and 1996 and its consolidated results of
operations and cash flows for the years then ended, in conformity with generally accepted
accounting principlesin Sweden.

Generally accepted accounting principles in Sweden vary in certain significant
respects from generally accepted accounting principles in the United States. Application
of generally accepted accounting principles in the United States would have affected net
income for each of the years in the two-year period ended December 31, 1996 and
shareholder’s equity as of December 31, 1995 and 1996, to the extent summarized in
Note 17 to the consolidated financial statements.

Oslo, Norway

September 18, 1997,

except as to the information presented in Notes 16 and 17, for which the date is January
30, 1998

Per Hanstad State Authorized A ccountant
Coopers & Lybrand ANS

F-1



Frontline AB and Subsidiaries
Consolidated Statements of Oper ations

(in thousands of SEK, unless otherwise stated)

For theyearsended December 31,

1996 1995 1994
SEK SEK SEK

Revenue 1,221,943 1,443,589 1,265,673
V oyage expenses (455,174) (448,848) (421,967)
Net voyage revenues 766,769 994,741 843,706
Operating expenses:
Ship operating expenses (216,595) (196,528) (190,710)
Chartered tonnage expenses (263,040) (349,663) (372,091)
Depreciation (222,915) (218,089) (210,886)
Administrative expenses (54,835) (46,780) (43,723)
Gain on sale of ships 40,933
Writedown of ship purchase option (22,972)
Operating income 50,317 183,681 3,324
Financial items:

Interest income 22,922 29,144 25,112

Interest expense (171,918) (189,886) (192,413)

Foreign exchange (losses) gains 302 (3,316) (1,369)

Other financid items, net 1,599 (101) 418
(Loss) income before taxes (96,778) 19,522 (164,928)
Provision for income taxes (92) (40) (73)
Net (loss) income (96,870) 19,482 (165,001)
Per share amounts:
Net (loss) income (2.07) 0.45 (3.82)
Net (loss) income, fully diluted (1.47) 0.78 (2.96)

See accompanying notes to consolidated financial statements
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Frontline AB and Subsidiaries
Consolidated Balance Sheets

(in thousands of SEK, unless otherwise stated)

ASSETS
Current assets:
Cash and cash equivalents
Marketable securities
Other receivables
Inventories
Voyagesin progress
Prepaid expenses and accrued income
Total current assets

Long term assets:
Ships and equipment, net
Ship purchase options
Investments in associated companies
Intangible assets

Deferred charges on loans
TOTAL ASSETS

1996
SEK

397,466
23
79,763
32,574
67,304
20,036
597,166

5,665,684
22,680
349
4,200
6,777
6,296,856

As of December 31,

1995
SEK

452,136
35,201
93,010
17,357
32,325
28,884

658,913

2,909,250
52,985
349
4,200

3,625,697

1994
SEK

506,933
34,970
62,613
17,077
50,388
32,450

704,431

3,191,526
83,663
5,257
1,170

3,986,047

See accompanying notes to consolidated financial statements
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Frontline AB and Subsidiaries
Consolidated Balance Sheets

(in thousands of SEK, unless otherwise stated)

As of December 31,

1996 1995 1994
SEK SEK SEK
LIABILITIESAND SHAREHOLDERS
EQUITY
Current liabilities:

Current portion of long term debt 351,975 205,617 169,413

Accounts payable 27,411 6,514 14,751

Accrued expenses and other liabilities 192,158 171,174 216,017
Total current liabilities 571,544 383,305 400,181
Long term liabilities:

Long term debt 3,465,078 2,126,115 2,344,146
Total long term liabilities 3,465,078 2,126,115 2,344,146
Shar eholders' equity:

Share capita 1,193,250 865,000 865,000

Non-cash issue of shares 836,092

Restricted reserves 403,858 552,648 620,402
Total restricted equity 2,433,200 1,417,648 1,485,402

Accumulated losses (76,096) (320,853) (78,681

Net (loss) income for the year (96,870) 19,482 (165,001)
Total unrestricted equity (172,966) (301,372 (243,682
Total shareholders' equity 2,260,234 1,116,277 1,241,720
TOTAL LIABILITIESAND
SHAREHOLDERS EQUITY 6,296,856 3,625,697 3,986,047
Assets pledged 3,700,000 2,439,935 2,597,206
Contingent liabilities 120 120
Other contractual commitments 93,000 353,000 566,000

See accompanying notes to consolidated financial statements
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Frontline AB and Subsidiaries
Consolidated Statements of Cash Flows

(in thousands of SEK, unless otherwise stated)

For the yearsended December 31,

1996 1995 1994
SEK SEK SEK
Net (loss) income (96,870) 19,482 (165,001)
Adjustmentsto reconcile net (loss) income to net
cash provided by operating activities:
Depreciation 222,915 218,089 210,886
Writedown of ship purchase option 22,972
Amortization of deferred charges and other assets 93
(Gain) from sale of fixed assets (40,933)
(Gain) loss from sale of investments 18 (3,243)
Unreslized foreign currency transactions losses
(gains) on non-operating activities (904) 5,708 22,242
Changesin operating assets and liabilities:
Other receivables 12,567 (29,017) 5,695
Inventories (15,709) 31 (5,920)
Voyages in progress (35,814) 18,115 (1,865)
Prepaid expenses and accrued income 8,558 5,215 (8,446)
Accounts payable 20,483 (7,893) 5,326
Income taxes payable 58 (40) (108)
Accrued expenses and other liabilities 20,311 (42,801) 20,544
Net cash provided by operating activities 94,755 186,907 103,082
Cash flows from investing activities:
Purchase of ships and equipment (437) (260,962) (658)
Purchase of other investments (5,550) 300
Proceeds from sale of ships and equipment 242,620
Net sales (purchases) of marketable securities 35,178 (231) 15,321
Proceeds from sale of other investments 5,040 14,098
Net cash provided by (used in) in investing activities 277,361 (261,703) 29,061
Cash flows from financing activities:
Proceeds from issuances of long-term debt 165,120 267,370
Payments on long-term debt (605,771) (193,633) (131,827)
Proceeds related to conversion of debenture loan 10
Net cash (used in) provided by financing activities (440,641) 73,737 (131,827)
Effect of exchangerate changes on cash and cash
equivalents 13,855 (53,738) (59,051)
Net decreasein cash and cash equivalents (54,670) (54,797) (58,735)
Cash and cash equivalents at the beginning of the year 452,136 506,933 565,668
Cash and cash equivalents at the end of the year 397,466 452,136 506,933

See accompanying notes to consolidated financial statements



Frontline AB and Subsidiaries
Notesto the Consolidated Financial Statements

(in thousands of SEK, unless otherwise stated)

1. Basis of Presentation

In the notes to the financial statements, references to the "Company" or "Frontline" are to Frontline AB and
its subsidiaries, if not otherwise stated. Frontline AB was founded in 1985, listed on the Stockholm Stock
Exchange in 1989 and was the Sweden based parent company until June 1997. Commencing in June 1997,
over 99% of the shares of Frontline AB were exchanged for the shares of Frontline Ltd., with Frontline Ltd.
becoming the new parent. Accordingly, Frontline AB is the predecessor of Frontline Ltd. and references
herein to the "Company" or "Frontline" include Frontline Ltd. Frontline Ltd. is a holding company
established in Bermudain April 1997.

Frontline is an international tanker shipping company. The Company operates through subsidiaries and
partnerships located in Sweden, Norway, Singapore, Liberia and Panama. The Company is aso involved in
the charter, purchase and sale of vessels.

2. Summary of Significant Accounting Policies

The consolidated financia statements have been prepared in accordance with accounting principles generally
accepted in Sweden ("Swedish GAAP"). These accounting principles differ in certain significant respects
from accounting principles generally accepted in the United States ("U.S. GAAP'). See Note 17 for a
reconciliation of the principal differences between Swedish GAAP and U.S. GAAP affecting Frontline's net
income (loss) and shareholders equity.

The preparation of the financial statements in conformity with generally accepted accounting principles
reguires management to make estimates and assumptions that affect the amounts reported in the financial
statements and the accompanying notes. Actua results could differ from those estimates.

@ Principles of consolidation

The consolidated financial statements include the assets and liabilities of the Company and its subsidiaries.
All subsidiaries are wholly owned. Materia intercompany balances and transactions have been eliminated in
consolidation.

Investments in companies in which Frontline directly or indirectly holds more than 50 percent of the voting
control are consolidated. Investments in companies where Frontline has significant influence (i.e. 20-50
percent ownership), but not voting control, are accounted for using the historical cost method. Investmentsin
partnerships are recorded using the proportiona consolidation method.

(b) Foreign currency trandation

The Company’s functional currency isthe U.S. dollar, as ailmost all revenues are denominated in U.S. dollars
and a mgjority of the Company’s expenditures are incurred in U.S. dollars. The Company reports in Swedish
kronor, as required by the Swedish Companies Act.

Most of the Company’s subsidiaries report in U.S. dollars. The Company uses the current method of
tranglation whereby the statements of operations are trandated using the average exchange rate and the assets



Frontline AB and Subsidiaries
Notesto the Consolidated Financial Statements

(in thousands of SEK, unless otherwise stated)

and liabilities are trandated using the year-end exchange rate. Trandation gains and losses are recorded as a
separate component of shareholders' equity.

(© Cash and cash equivalents

Cash equivalents include al highly liquid, low risk investments with an origina maturity of three months or
less.

(d) Revenue recognition

Revenues and expenses are recognized on the accrual basis. Time charter revenues are recorded on a daily
accrua basis. Voyage charter revenues are recorded on the percentage of completion basis. Estimated |osses
on voyages are provided for in full at the time such losses become evident.

(e Marketable securities

The Company’s investments in marketable securities are carried at the lower of cost or market value on the
bal ance sheet date.

® Inventories

Inventories, which comprise fuel and spare parts, are valued at the lower of cost or market value. Cost is
determined on afirst in, first out basis.

(9 Vessals and equipment

The cost of the vessels less estimated salvage values is depreciated on a straight line basis over the vessels
remaining economic useful lives. The economic useful life of avessd is estimated at 20 years from the date
of construction. Other equipment is depreciated over its estimated residua life, which approximates five
years. Vessels and equipment held and used by the Company are reviewed for impairment whenever events
or changes in circumstances indicate that the carrying amount of an asset may not be recoverable. In this
connection, the Company obtains fair value assessments on its vessels from independent ship brokers on a
quarterly basis. If such fair value assessments suggest that the carrying amount of a vessel exceeds its fair
value, the Company evaluates such asset for potential impairment by considering the expected future cash
flows. If the estimated future cash flows suggest that the carrying amount of the asset is not recoverable, the
carrying amount is written down to the estimated fair value.

(h) Ship purchase options

The cost of the ship purchase options is amortized over the estimated remaining service life of the vessels. In
the event of permanent decline in value, ship purchase options are written down to their net realizable value.



Frontline AB and Subsidiaries
Notesto the Consolidated Financial Statements

(in thousands of SEK, unless otherwise stated)

0) Dry-docking provision

Normal vessel repair and maintenance costs are charged to expense when incurred. Provisions for future dry-
docking costs, including major vessel overhaul costs to be incurred during periodic inspections for regul atory
and insurance purposes, are accrued and charged to expense on a pro rata basis over the period to the next
dry-docking. Such provisions are based on estimates made by management of the expected total cost and
length of time between dry-dockings.

() Derivatives

The Company enters into interest rate swap transactions from time to time to hedge a portion of its exposure
to floating interest rates. These transactions involve the conversion of floating rates into fixed rates over the
life of the underlying instrument without the physical transfer of the underlying instrument. The unrealized
gain (loss) is accrued as interest rates change and recognized as an adjustment to interest expense.

(k) I ncome taxes
The provision for income taxes includes Swedish and foreign income taxes currently payable.

Net operating loss carryforwards and other temporary differences are recognized as deferred tax assets only to
the extent to which they can be offset by deferred tax liabilities. Net operating loss carryforwards are
recognized when utilized.

() Per share amounts

Net income (loss) per share is calculated by dividing net income by the weighted average number of shares
outstanding during each period.

Fully diluted net income (loss) per share is calculated by dividing the net income (loss) by the weighted
average number of shares outstanding after full dilution, adjusted for the interest paid on the convertible
debentures.

3. Related Party Transaction

During 1996, the Company entered into a transaction with a related party to acquire ship owning companies
in exchange for shares in Frontline AB. The Company acquired six tankers in exchange for issuance of
44,300,000 shares in Frontline AB to Hemen Holdings B.V. ("Hemen"), its main shareholder. The
transaction with Hemen increased its ownership of the Company to 61.2 %. Management believes that such
transaction with arelated party was recorded under terms similar to those that would be arranged with other
parties.
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4.

Frontline AB and Subsidiaries
Notesto the Consolidated Financial Statements

(in thousands of SEK, unless otherwise stated)

Income Taxes

Current tax
Deferred tax
Total provision for income taxes

5.

Other Receivables

Freight receivables
Agent receivables
Partnership receivables
Other receivables

For the yearsended

December 31,
1996 1995 1994
(92 (40) (73)
(92 (40) (73)

Asof December 31,

1996 1995 1994
28,295 42,259 17,990
17,915 23,611 18,979
13,870 15,029 16,346
19,683 12,111 9,298
79,763 93,010 62,613

Other receivables are presented net of allowances for doubtful accounts amounting to 2,176, 2,823 and 3,133
for the years ended December 31, 1994, 1995 and 1996 respectively.

6.

Ships, Equipment, and Ship Purchase Options

Cost:

At January 1, 1994
Additions

Foreign currency tranglation
At December 31, 1994
Accumulated Depreciation:
At January 1, 1994
Expense for the year
Writedown of ship purchase option
Foreign currency tranglation
At December 31, 1994

Ships Ship
and Purchase
Equipment Options Total
4,433,140 176,904 4,610,044
658 658
(450,802) (18,475) (469,277)
3,982,996 158,429 4,141,425
(666,101) (35,586) (701,687)
(190,296) (20,590) (210,886)
(22,972) (22,972)
64,927 4,382 69,309
3,191,526 83,663 3,275,189
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Frontline AB and Subsidiaries

Notesto the Consolidated Financial Statements

(in thousands of SEK, unless otherwise stated)

Cost:

At January 1, 1995 3,982,996 158,429 4,141,425
Additions 260,962 260,962
Foreign currency tranglation (433,573) (16,778) (450,351)
At December 31, 1995 3,810,385 141,651 3,952,036
Accumulated Depreciation:

At January 1, 1995 (791,470) (74,766) (866,236)
Expense for the year (194,765) (23,324) (218,089)
Foreign currency translation 85,100 9,424 94,524
At December 31, 1995 2,909,250 52,985 2,962,235
Cost:

At January 1, 1996 3,810,385 141,651 3,952,036
Additions 3,038,164 3,038,164
Disposals (233,851) (30,214) (264,065)
Foreign currency translation 138,764 4,247 143,011
At December 31, 1996 6,753,462 115,684 6,869,146
Accumulated Depreciation:

At January 1, 1996 (901,135) (88,666) (989,801)
Disposals 32,164 30,214 62,378
Expense for the year (191,806) (31,109) (222,915)
Foreign currency tranglation (27,001) (3,443) (30,444)
At December 31, 1996 5,665,684 22,680 5,688,364

For the years ended December 31, 1994, 1995 and 1996, equipment balances were 2,046, 2,383 and 1,730,
respectively. Maintenance and repair expenditures of 35,103, 30,718 and 39,482 for the years ended
December 31, 1994, 1995, and 1996, respectively, were expensed as incurred in the accompanying statements of
operations.
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7.

Frontline AB and Subsidiaries
Notesto the Consolidated Financial Statements

(in thousands of SEK, unless otherwise stated)

L eases
Rental Expense

The following is a schedule of future minimum lease payments required under the Company’s non-cancellable
operating leases that have termsin excess of one year as of December 31, 1996:

Operating
L eases
1997 36,000
1998 35,000
After 1999
Total minimum |ease payments 71,000

Total rental expense for operating leases was 178,430, 95,713 and 50,273 for the years ended December 31,
1994, 1995 and 1996, respectively.

Rental income

Time charter arrangements of the Company’s vessels are accounted for as operating leases. The minimum future
revenues to be received on time charters as of December 31, 1996 are asfollows:

1997 67,587
1998 68,838
1999 70,095
2000 71,551
2001 64,722
Total 342,793

The carrying amount of the vessels currently under lease to a third party customer as of December 31, 1994,
1995 and 1996 was as follows:

As of December 31,

1996 1995 1994
Cost 372,726 361,875 404,737
Accumulated depreciation (99,518) (79,677) (70,126)

273,208 282,198 334,611
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Frontline AB and Subsidiaries
Notesto the Consolidated Financial Statements

(in thousands of SEK, unless otherwise stated)

Therental income for the operating leases was SEK 71,569, 65,512 and 57,500 for the years ended December 31,
1994, 1995 and 1996, respectively.

8. Long-Term Debt

L ong-term debt consists of the following:

As of December 31,

1996 1995 1994

Promissory Notes
LIBOR + 0.75% due 1997-2006 213,500
LIBOR + 0.89% due 1997-2006 460,290 491,582 599,782
LIBOR + 1.08% due 1997-2011 260,356
LIBOR + 1.25% due 1997-2006 2,885,399
LIBOR + 1.75% due 1997-2001 1,111,827 1,339,778
LIBOR + 2.00% due 1997-2001 303,798 362,974
Total promissory notes 3,606,045 2,120,707 2,302,534
Convertible debenture loan 211,008 211,025 211,025
Total debt 3,817,053 2,331,732 2,513,559
Less: current portion (351,975) (205,617) (169,413)

3,465,078 2,126,115 2,344,146

The promissory notes are collateralized by ship mortgages and pledges of shares by each guarantor subsidiary.
The Company also has debt covenants which restrict equity distributions to shareholders. These debt covenants
require the Company to maintain certain cash levels, which amounted to 19,906 and collateralized 37,897 in
loans as of December 31, 1996.

The number of outstanding convertible debenture share certificates in the Company amounted to 21,102,503,
21,102,503 and 21,100,753 as of December 31, 1994, 1995 and 1996, respectively. The face value of each
certificate is SEK 10. The loan maturity is August 24, 1999. The conversion period is June 25, 1992 to July 30,
1999. The debenture certificates may be converted into a maximum of 6,028,786 shares. The conversion priceis
SEK 35 per share. Annual interest of 9 percent is payable annually on June 24 and on the maturity date. During
1996, debenture certificates were converted into 500 shares.
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Frontline AB and Subsidiaries
Notesto the Consolidated Financial Statements

(in thousands of SEK, unless otherwise stated)

Long-term debt maturities for the five years subsequent to December 31, 1996, are asfollows:

1997 351,975
1998 351,923
1999 351,923
2000 351,923
2001 351,923
2002 and thereafter 1,846,378
Total 3,606,045

To partially hedge the Company’s floating interest rate (LIBOR) exposure, the Company has entered into an
interest rate swap agreement which swaps US$27.45 million (182,551) to 6.93% until May 21, 1999.
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9. Shareholders Equity

Frontline AB and Subsidiaries
Notesto the Consolidated Financial Statements

(in thousands of SEK, unless otherwise stated)

Share
Capital Translation Translation
Outstanding  (nominal value Difference Difference

Number SEK 20 per Non-cash Restricted Restricted  Unrestricted Unrestricted Net Income

of Shares share) Share Issues Reserves Reserves Reserves Reserves (Loss)
Balance, Jan. 1, 1994 43,250,000 865,000 665,129 4,892 51,799 323,653 (332,225)
Transferred from prior year's
Earnings to unrestricted reserves (332,225) 332,225
Changes in Group structure 5,570 (5,539)
Transfer between restricted and
Unrestricted equity (47,622) 47,622
Trandlation differences (1,997) (169,561)
Net loss (165,001)
Closing balance, Dec. 31,1994 43,250,000 865,000 617,507 2,895 (227,234) 148,553 (165,001)
Transferred from prior year's
Earnings to unrestricted reserves (165,001) 165,001
Changes in Group structure 37
Transfer between restricted and
Unrestricted equity (65,887) 65,887
Trandlation differences (1,867) 9,460 (152,555)
Net income 19,482
Closing balance, Dec. 31,1995 43,250,000 865,000 551,620 1,028 (316,851) (4,002) 19,482
Transferred from prior year's
Earnings to unrestricted reserves 19,482 (19,482)
Non-cash issuances 55,300,000 328,240 836,092 24,618
Conversion of debenture loan 500 10 7
Changes in Group structure 1,265 (1,265)
Transfer between restricted and
Unrestricted equity (193,938) 193,938
Trand ation differences 20,523 37,671 (6,334)
Net loss (96,870)
Closing balance, Dec. 31,1996 98,550,500 1,193,250 836,092 382,307 21,551 (64,495) (11,601) (96,870)

During the year ended December 31, 1996, the Company acquired ships in exchange for shares of Frontline
AB. The amount reported as non-cash share issuances of 836,092, represents shares that had not yet been
registered with the Swedish Patent and Registration Office. When the shares were registered and issued in
January 1997, 777,760 was recorded as share capitd (par value 20 SEK) and 58,332 was recorded as
restricted reserves.

The Company has entered into cal option agreements with two of its shareholders, BTL and Goldtec,
whereby until October 31, 1997, the Company may order the sale of up to 2,225,000 of its shares each from
BTL and Goldtec to any buyer that the Company may advise. |n addition, BTL and Goldtec entered into put
option agreements with the Company to sell 1,112,500 shares each of Frontline Ltd. at the same exercise price
as in the call agreements. Any positive difference between the sales price received for these shares in the
market and the minimum exercise price (SEK 22.20 per share plus 5.8 percent annual interest) paid to BTL
and Goldtec will result in additional cash to the Company.
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10.  Accrued Expensesand Other Liabilities

As of December 31,

1996 1995 1994

V oyage expenses 74,741 65,803 83,772
Dry docking provisions 54,447 36,582 38,208
Accrued interest expense 30,490 41,769 56,239
Deferred revenue 7,023 17,392 21,347
Accrued ship operating expenses 10,542 2,383 6,652
Administration accruals 7,784 3,053 4,640
Income taxes 94 36 157
Other 7,037 4,156 5,002
192,158 171,174 216,017

Activity related to the provisions for drydocking account is presented below for the years ended December 31, 1995 and 1996:

Charge to costs and expenses

Balance at Reserves
beginning of Decrease due Tranglations- assumed with Balance at
Description period Accrual to actual adjustment acquisitions end of period
Provisions for drydocking:
Y ear ended 12/31/95 38,208 27,330 (25,287) (3,669) 0 36,582
Y ear ended 12/31/96 36,582 35,250 (37,419) 1,043 18,991 54,447

11. Pension Plans

Pension obligations for most employees are covered through the ITP-plan, which is a fully insured pension
scheme for salaried employees. The plan is managed by SPP, the largest pension insurance company in
Sweden. Pension premiums are determined based on actuarial assumptions, calculated by SPP, which are
invoiced in full to the Company. In addition, the Company has a similar plan for its employees in Singapore.
Finally, the Company has individual agreements with other insurance companies for certain employees. All
premium payments represent the Company'’s full obligation and are expensed as incurred.
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Contingencies and Commitments

Ship Purchase Options

Under agreements with the Company’s largest shareholder, Hemen, Frontline received options to assume new
building contracts for the construction and purchase of two Suezmax tankers. These options originally expired
in June 1997, but were extended to September 1997. The vessals are to be built by the Hyundai shipyard in
South Korea during 1998.

Assets pledged

As of December 31,

1996 1995 1994

Ship mortgages 3,606,046 2,189,863 2,372,902
Chattel mortgages and other assets pledged 74,048 175,768 141,797
Restricted bank deposits 19,906 74,304 82,507
3,700,000 2,439,935 2,597,206

Other Contractual Commitments

When new building contracts were executed for the tankers Front Melody, which was sold in 1992, and Front
Rhapsody, which was sold in 1993, Frontline also signed an agreement to finance a peseta denominated loan
in aforeign bank. Under the agreements, the Company was required to make peseta-denominated depositsin
the same bank. Such deposits are being used to fulfill the payment commitments on the loan agreements. In
addition, the deposits carry a higher interest rate than that of the loans. The balance of the deposits was
50,000, 35,000 and 22,000 as of December 31, 1994, 1995, and 1996, respectively. These amounts are
reported as contractual commitments, since the Company’s only risk isthe interest rate gap between loans and
deposits. The loan agreements specify assignment of future operating revenue of vessels for the benefit of the
lender. The assignment applies only in case of default under the loan agreements.

As of December 31, 1994, 1995 and 1996 the Company had future non-cancellable rental expense beyond one
year amounting to 516,000, 318,000 and 71,000, respectively.

Financial Instruments and Related Disclosures

In certain situations, the Company may enter into financia instruments to reduce the risk associated with
fluctuations in interest rates. The Company does not hold or issue instruments for trading purposes. The
counterparties to such contracts were Citibank in 1995 and Skandinaviska Enskilda Banken in 1996. The
Company does not believeit is exposed to any material concentrations of credit risk.

I nterest Rate Risk Management

The Company manages its debt portfolio with interest rate swap agreements in U.S. Dollars to achieve an
overall desired position of fixed and floating interest rates. Under an interest rate swap, the Company agrees
with the counterparty to exchange, at specified intervals, the difference between fixed rate and floating rate
interest amounts based on an agreed upon notional principal amount, without the physical transfer of the
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underlying notional principal amounts. The net payments or receipts from interest rate swaps are recorded as
part of interest expense and are not material.

As of December 31, 1994, 1995 and 1996, the Company had outstanding interest rate swap agreements to
convert floating rates obligations to fixed rates on notional amounts of 264,240, 210,823, and 187,620,
respectively. Average variable rates are based on rates implied in the yield curve at the reporting date; these
rates may change significantly which may affect future cash flows.

Currency Risk

The mgjority of the Company’s transactions, assets and liabilities are denominated in U.S. Dallars, the
functional currency of the Company. As such, the Company’s is exposed to exchange-rate fluctuations since
the Company is required to report in Swedish kronor. Risks of two kinds arise as a result; a transaction risk,
that is, the risk that currency fluctuations will have a negative effect on the value of the Company’s cash
flows; and a trandation risk, the impact of adverse currency fluctuations in the trandation of foreign
operations and foreign assets and liabilities into Swedish kronor for Frontline’s consolidated financial
statements. Frontline has not entered into forward contracts for either transaction or trandation risk, which
may have an adverse effect on the Company’s financia condition and results of operations.

Fair Value of Financial I nstruments
The carrying value and estimated fair value of the Company’s financial instruments at December 31, 1994,
1995 and 1996 are as follows:

As of December 31, 1996 As of December 31, 1995 Asof December 31, 1994

Amount Fair value Amount Fair value Amount Fair value
Assets:
Cash and 397,466 397,466 452,136 452,136 506,933 506,933
cash
equivalents
Marketable 23 189 35,201 35,907 34,970 34,970
securities
Liabilities:
Short-term 351,975 351,975 205,617 205,617 169,413 169,413
loans
Long-term 3,254,070 3,254,070 1,915,090 1,915,090 2,133,121 2,133,121
loans
Convertible 211,008 215,228 211,025 189,923 211,025 194,143
debt

The carrying value of cash and cash equivalentsis a reasonable estimate of fair value. The Company placesits
cash and cash eguivalents, short-term deposits and interest bearing investments in high quality financial
instruments with high credit quality financia institutions.

The estimated fair value of short-term investments and the convertible debt were based on the quoted market

price of these or similar instruments when available. The estimated fair value for long-term debt was
considered to be equa to the carrying value since the variable interest rates are reset on a quarterly basis.
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The following table includes significant customers, which comprise 10% or more of gross revenues:

For the yearsended December 31,
1996 1995 1994

Valero Refining and Marketing 239,460 188,435 253,152

14. Supplemental Financial Information

The Company'’s statements of cash flows are prepared in aformat consistent with SFAS No. 95 " Statement of
Cash Flows".

Cash paid for interest and income taxes was as follows:

For the yearsended December 31,

1996 1995 1994
Interest 180,587 171,281 179,995
Income taxes 40 73 155

During 1996, the Company issued shares of its stock to acquire ship owning companies with vessels and
loans.
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Personnel and Salaries

For the yearsended December 31,

1996 1995 1994
Average number of employees
24, of whom 5 are 25, of whom 6 are 28, of whom 6 are
women women women
Subsidiaries: 3,of whom lisa 3,of whom lisa 4, of whom 2 are women
- Stockholm woman woman
- Singapore 5, of whom 4 are 6, of whom 4 are 6, of whom 4 are women
women women
Group total 32, of whom 10 are 34, of whom 11 are 38, of whom 12 are
women women women

For the yearsended December 31,

1996 1995 1994
Salaries and other Board of Other Board of Other Board of Other
remuner ation for Directors Employees Directors and Employees  Directors and Employees
and President President
President
Parent company, Stockholm 3411 10,126 3,211 9,854 2,858 10,121
Subsidiaries:
- Stockholm 1,618 1,633 1,693
- Singapore 1,301 1,936 1,598 1,963 1,384 1,929
Group total 4,712 13,680 4,809 13,450 4,242 13,743

For each of the three years in the period ended December 31, 1996, salaries and other benefits paid to the
Board of Directors totalled 400, 400, and 475, respectively, of which 100, 100 and 138 was paid to the
Chairman of the Board for the respective periods. No other remuneration was paid to the Board. The
president’s remuneration was 1,660, 1,957, 1,949 for each of the three yearsin the period ended December 31,
1996.

Under an employment contract, the President has a notice period of six months or two years in case of
termination, depending on whether termination is initiated by the Company. If he remains in service until age
55, he cannot be terminated. He is entitled to request retirement from age 60 at 70 percent of his previous
compensation level.

Subsequent Events

In July 1997, Goldtec and BTL informed Frontline of its intention to exercise their put options on the
Company’s shares. Frontline thereafter placed the 1,112,500 shares each from Goldtec and BTL in the market
at an average price of NOK 28.50 and 29.30, respectively, resulting in additional cash to the Company of
approximately US $2.1 million. In addition, in August 1997, Frontline exercised its remaining call agreement
with BTL on 1,112,500 shares and subsequently placed these shares in the market, which resulted in
additional cash to the Company of approximately US $1.8 million. Finally, in September 1997, Frontline
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exercised its remaining call agreement with Goldtec on 1,112,500 shares and subsequently placed these shares
in the market, which resulted in additional cash to the Company of approximately US $2.6 million.

Commencing in June 1997, over 99% of the shareholders of Frontline AB, the predecessor parent company,
exchanged their sharesin Frontline AB for shares in Frontline Ltd. The ordinary shares of Frontline Ltd were
thereafter listed on the Odo Stock Exchange. The shares of the Company’s predecessor had been listed on the
Stockholm Stock Exchange.

In July of 1997, Frontline Ltd. acquired SEK 182,655,574 face value of convertible debentures previousy
issued by Frontline AB.

During the third quarter of 1997, the Company arranged a US $4.35 miillion loan facility with Skandinaviska
Enskilda Banken for the purchase of the vessel owning companies of the Forest Sovereign, Forest Trader and
World Wood.

During 1997, the Company received additional options to assume five newbuilding contracts for the
construction and purchase of one Suezmax tanker and feurfive VLCC tankers from Hemen. The vessds are |
scheduled for ddivery during 1998 and 1999. During the third quarter of 1997, Frontline Ltd. exercised its
outstanding ship purchase options on three Suezmax tankers. The Company issued 10,000,000 shares to four
large institutional investors at NOK 28.15 per share in order to finance the exercise of these options. The
number of outstanding shares of Frontline Ltd. thereby increased from 98,201,507 to 108,201,507. The
options on the four VLCC tankers were originally to expire on September 30, 1997, but their expiration date
was extended to March 31, 1998.

In September 1997, Frontline Ltd. announced an agreement with a party indirectly controlled by its Chairman
to acquire the shares of Fourways Marine Limited (the "Fourways transaction™), the owner of the Suezmax
Sea Spirit (built in 1993), in exchange for 3,000,000 Frontline shares at NOK 35 per share plus assumption of
the company’s debt. Operationa control of the vessel was assumed on September 25. The share issuance to
purchase Sea Spirit was valued and recorded at US $41.7 million, which is US $1 million less than the three
independent appraisals of the vessel’s fair market value.

In September 1997, Frontline Ltd. completed a share issuance of 21 million shares at NOK 35 per share

(gross proceeds of NOK 735 million) to a syndicate led by two Scandinavian financial institutions. The

number of outstanding shares of Frontline Ltd. was thereby increased from 108,201,507 to 129,201,507. The
proceeds of this transaction constituted the equity financing for Frontline Ltd.’s offer for the shares of the
Swedish shipping company ICB Shipping AB ("ICB").

On September 1, 1997, Frontline Ltd. announced its intention to submit an offer to acquire all the shares of
ICB (see "The ICB Transaction"). The offer was modified several times, but the last version was an offer to
acquire all of the shares in ICB in exchange for SEK 130 in cash for each of the A-shares and SEK 115 in
cash for each of the B-shares. The total acquisition sieas estimated to be US $423 million, Which

would be financed in large part by a US $300 million loan facility with Chase Manhattan Bank (“Chase
Manhattan”). Drawndown amounts are payable in full upon maturity, which is 364 days from the date of
signing of the facility agreement. The annual interest rate is a LIBOR based rate. The US $300 million
finance facility is collateralized by pledges of the shares in ICB purchased by Frontline Ltd. During
September and October, Frontline acquired ICB shares for an approximate purchase price of US $215 million.
Through the tender offer, Frontline acquired 51.7% of the outstanding shares of ICB. However, the shares
purchased provide Frontline with only 31.4% of the ICB voting power, since 14,428,078 Class B shares and
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148,663 Class A shares were acquired. In connection with the ICB transaction, actions taken by ICB
Management subsequent to the announcement of the Frontline tender offer clearly reflect strong opposition to
Frontline's ability to exercise significant influence. Accordingly, the Company recorded its investment in ICB
using the cost method under Swedish GAAP and as an available-for-sale security in accordance with
SFAS 115 under U.S. GAAP. On January 8, 1998, Frontline announced that it withdrew its bid for the shares
of ICB.

In September 1997, Frontline agreed to guarantee a US $100 million loan facility from Chase Manhattan to |
London & Overseas Freighters Ltd. ("LOF") for the long term financing of three Suexmax tankers. There are
a maximum of three drawdowns with the last drawdown date falling no later than-Mareh-32April 30, 1998. |
Two-thirds of the outstanding balance of the facility shall be repaid in 20 equal semi-annual installments on
the gtraight-line method. The first installment shall fall due 6 months after the last-first drawdown date. The
remaining one-third of the outstanding balance is due ten years from the last-first drawdown date. The annua
interest rate is a LIBOR based rate. In addition, Frontline obtained from Chase Manhattan a US $75 million
short term acquisition loan to finance the purchase of sharesin LOF. Drawdown in the amount of US $73
million took place on October 31, 1997. US $45 miillion is due to be repaid 6 months from drawdown, and
US $30 million is due to be repaid 46 months from drawdown. The annual interest rate is a LIBOR based |
rate. The combined US $175 million finance facilities are collateralized by ship mortgages and pledges of
sharesin LOF.

During the third quarter of 1997, Frontline Ltd. executed a guarantee in favor of Nordbanken of the
obligations of Frontline Finance SA under or in connection with a loan agreement dated December 30, 1996
between Frontline Finance SA and Nordbanken providing for a US $10 million overdraft facility.

At Frontline Ltd.'s shareholders meeting in Bermuda on September 25, Frontline Ltd.’s authorized shar

e

capital was raised to US $220,000,000 consisting of 220,000,000 ordinary shares of par value US $1.00 each.

On September 25, Frontline issued 4.5 million shares in a private placement at NOK 38.25 per share to
strengthen the equity base of the company in light of the ICB and LOF share acquisitions. This tran
combined with the Fourways Transaction, increased the number of outstanding shares of Frontline L
129,201,507 to 136,701,507.

saction,
td. from

ies which

In December 1997, Frontline signed a loan agreement with Banque Paribas (Suisse) S.A. (“Paribas”) which
secured partial financing for the three Suezmax newbuildings to be delivered during the summer of 1998.

Two of the vessels have a $35 million loan in placeshile-Paribas-will-attempt-to-secure-similarfinanci
for-the-third-vessel-at-a-fater-dditeMarch 1998 Banque Paribas notified Frontline that it had sold the |

and transferred the agent function to Midland Bank which will attempt to secure similar financing for th
vessel at a later date.

On January 8, 1998, the company announced that it had entered into contracts to acquire the shares i
single purpose companies which each held one contract to build a Suezmax tanker from companies c
by its principal shareholder. The vessels are to be built at Hyundai Heavy Industries Co. Ltd. in Kored
delivered in January and March 20@h March 16, 1998, Frontline announced its preliminary results for

ng
oans
e third

n two
pntrolled
to be

1997. Frontline also announced that management had assessed the life expectancy of Frontline’'s fleg

t, and

decided to change the depreciation schedule for the fleet from 20 to 25 years with effect from the fourth
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quarter 1997. This reduced depreciation expense in the fourth quarter and for the full year ended December

31, 1997 by US $3.6 million. Further, Frontline announced that its Board had decided to exercise Frontline’
right to assume five newbuilding VLCC contracts from Frontline’s major shareholder, Hemen Holding Ltd.
The assumption of these contracts is subject to Frontline’s securing sufficient financing. John Fredriksen did
not participate in the Board'’s decision to assume these five contracts, due to his affiliation with Hemen

Holding Ltd.

U7

17. Summary of Significant Differences Between Swedish and U.S. Generally Accepted Accounting
Principles

The consolidated financial statements of the Company have been prepared in accordance with Swedish
GAAP. These accounting principles differ in certain significant respects from U.S. GAAP. The following is a
summary of the estimated adjustments under U.S. GAAP that affect the Company's consolidated net income
(loss) for the years ended December 31, 1995 and 1996, and total consolidated shareholders' equity as of
December 31, 1995 and 1996.

For theyearsended

December 31,
1996 1995
SEK SEK
Net income (loss) in accordance with Swedish
GAAP (96,870) 19,482
Adjustments:
Vessel owning companies:
Net loss (28,616)  (22,800)
Amortization of ship purchase options 30,305 21,818

Net income (loss) in accordance with U.S. GAAP (95,181) 18,500

Primary earnings per share in accordance with

U.S. GAAP (2.03) 0.43
Fully diluted earnings per share in accordance with
U.S. GAAP (1.44) 0.76
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As of December 31,

1996 1995
SEK SEK
Shareholders’ equity in accordance 2,260,234 1,116,277
with Swedish GAAP
Adjustments:
Marketable securities 166 706
Equity in vessel owning companies 13,447 42,063
Ship purchase options:
At cost (116,785) (116,785)
Accumulated depreciation 94,105 63,800
Shareholders’ equity in accordance
With U.S. GAAP 2,251,167 1,106,061

Fallowing isareconciliation as of the end of each reporting period for shareholders equity using USGAAP.

Ship options:
Accumulate
Swedish d
Equity MKkt Sec Vessels Cost Depreciation  US Equity
December 31, 1995 1,116,277 706 42,063 (116,785) 63,800 1,106,061
Swedish Equity Reconciliation:
Net loss-Swedish GAAP (96,870) (96,870)
Non-cash issuances of shares 1,188,950 1,188,950
Debentureloan conversion 17 17
Translation Differences 51,860 51,860
Total Changein Equity
(Swedish) 1,143,957 1,143,957
US GAAP Adjustments:
Changein mark to market
adjustment (540)
Net loss on vessel owning
companies (28,616) (28,616)
Amortization Expense 30,305 30,305
Total Income Statement
Effect US GAAP (540) (28,616) 0 30,305 1,689
December 31, 1996 2,260,234 166 13,447 (116,785) 94,105 2,251,167
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M arketable Securities

Under Swedish GAAP, current marketable securities are carried at the lower of cost or market on the balance
sheet date while non-current marketable securities are written down on the balance sheet for all other than
temporary declinesin market value.

Under U.S. GAAP, such investments, which qualify as available-for-sale securities, should be carried at fair
value, with resulting unrealized gains and losses, net of deferred taxes, recorded as a separate component of
shareholders’ equity.

Vessel Owning Companies

In accordance with Swedish GAAP, the Company has not consolidated certain entities which account for the
activities associated with certain vessels operating under time charter leases.

Under U.S. GAAP, the special purpose entities which owned such vessels were viewed as being, in substance,
controlled by Frontline. Accounting for the vessel owning companies under U.S. GAAP would result in
adjusting the Company’s financial statements by the following amounts:

As of December 31,

1996 1995
Current assets (6,606) (9,038)
Ships, gross 209,181 261,910
Accumulated depreciation on ships (150,308) (155,038)
Current ligbilities (14,700) (13,561)
Long term debt (24,120) (42,210)
Equity (13,447) (42,063)
Gross revenue 21,072 15,088
Net loss (28,616) (22,800)

Ship purchase options

Under Swedish GAAP, the cost of ship purchase options has been recorded and amortized over the estimated
remaining service life of the vessels.

Under U.S. GAAP, these ship purchase options are viewed as a portion of the acquisition cost of the related
ships held by special purpose entities. Such entities would be consolidated under U.S. GAAP.

Deferred taxeson U.S. GAAP adjustments
Deferred taxes are calculated on the U.S. GAAP adjustments described above, where appropriate. The

Company has recorded a full valuation alowance as they believe it is more likely than not that the net
deferred tax assets will not be realized in future periods.
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Accounting for income taxes

The Company records deferred tax assets only to the extent they can be offset against deferred tax liabilities.
Temporary differences, which include net operating loss carry forwards, are generally not recognized as
deferred tax assets and liabilities.

Under U.S. GAAP, deferred taxes resulting from temporary differences in financial and tax reporting
(including net operating loss carry forwards) are recognized. A valuation allowance is recorded as a reduction
of adeferred tax asset if it is more likely than not that some portion or all of the deferred tax asset will not be
realized.

Temporary differences and carry forwards which give rise to deferred tax assets, liabilities and related
valuation allowances were as follows:

F-27



Frontline AB and Subsidiaries
Notesto the Consolidated Financial Statements

(in thousands of SEK, unless otherwise stated)

As of December 31,

1996 1995

Deferred tax liability - current

Prepaid expenses (609) (58)
Deferred tax liability -non current

Vessels (13,169) (33,914)
Deferred tax asset - current

Accrued ligbilities 2,887 664
Deferred tax asset - non-current
Tax loss carry forwards 242,385 219,122
Vauation alowance (231,494) (185,814)
Net deferred tax asset (liability) 0 0

As of December 31, 1995 and 1996 the Company had 782,577 and 865,663 of net operating loss carry
forwards. Of these amounts, 0 and 157,554 as of December 31, 1995 and 1996, respectively, can be utilized
only against future taxable income for the respective subsidiary. These net operating losses do not have an
expiration date. The Company’s deferred tax assets are reduced by a valuation alowance when, in the opinion
of management, it is more likely than not that some portion or al of the deferred tax assets will not be
realized.

Partnerships

The information below represents the pro rata accounts for the partnerships which are proportionaly
consolidated in accordance with Swedish GAAP. Accounting for partnerships under U.S. GAAP would
require the application of the equity method.

Asof and for the years ended

December 31,
1996 1995

Pro Rata I nformation:
Current assets 13,940 15,029
Current liabilities (10,378) (12,686)
Non-current assets 10,351 11,499
Non-current liabilities (13,793) (13,792)
Gross operating revenues 49,629 53,769
Net income 23,245 28,394

Summarized Cash Flow Information: 1996 1995

Net cash provided by operating activities 28,207 32,336

Net cash used in investing activities (903) (1,206)

Net cash used in financing activities (27,304) (31,130)
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Asof Asof
September 30, December 31,

1997 1996
Investment in associated companies 1,688,821 349
Intangible assets 0 4,200
Deferred chargeson loans 38,254 6,777
Total long term assets 8,353,152 5,699,690
Total Assets 9,053,709 6,296,856

Investmentsin associated companies

The Company accounts for investments in associated companies giving rise to a 20 to 50 per cent ownership
at historical cost.

Under U.S. GAAP, investments giving rise to a 20- to 50- per cent ownership are generally accounted for
under the equity method. For the periods presented herein, the difference in the reconciliation of shareholders’
equity and net income (loss) from Swedish to U.S. GAAP was immaterial.

Recently I'ssued Accounting Standar ds

SFAS No. 125, "Accounting for Transfers and Servicing of Financial Assets and Extinguishments of

Liabilities", provides accounting and reporting standards for transfers and servicing of financial assets and
extinguishments of liabilities after December 31, 1996. The Company believes that this statement will not
have a material impact on its financial position or results of operations reported under U.S. GAAP.

SFAS No. 128, "Earnings Per Share", is effective for fiscal years beginning after December 15, 1997. This
standard establishes guidelines for computing and presenting earnings per share ("EPS") and applies to
entities with publicly held common stock or potential common stock. This replaces the presentation of
primary EPS with a presentation of basic EPS. It also requires dual presentation of basic and diluted EPS for
all entities with complex capital structures. Assuming the Company had adopted SFAS No. 128, the pro
forma effect on the Company's earnings per share calculation, under U.S. GAAP, for the last two fiscal years
ended 31 December are as follows:

For the yearsended

December 31,

1996 1995
Basic: (2.03) 0.43
Diluted: (1.63) 0.76
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In October 1995, the American Institute of Certified Public Accountants issued a Statement of
Position (SOP) 96-1, Environmental Remediation Liabilities, which is effective for financia
statements issued for periods beginning after December 15, 1996. The new standard gives guidance
on specific accounting issues that are present in the recognition, measurement and disclosures of
environmental remediation liabilities under US GAAP. The Company believes that this statement
will not have amaterial impact on its financial position or results of operations.

In January 1997, the Securities and Exchange Commission adopted final rules requiring companies
to disclose additional qualitative information about the market risk of derivatives and other financial
instruments and accounting policies for derivatives. Disclosure is required in financial statements for
periods ending after June 15, 1997. The Company has not yet fully adopted the new rules, but does
not expect them to have a material impact on its financial statements.

SFAS No. 129, "Disclosure of Information about Capital Structure”, is effective for fiscal years
beginning after December 15, 1997. This standard establishes guidelines for disclosing information
about an entity’s capital structure. The impact of the adoption of SFAS No. 129 is not expected to be
material to Frontline's financial statements.

SFAS No. 130, "Reporting Comprehensive Income" and SFAS No. 131 "Disclosures about
Segments of an Enterprise and Related Information™, are effective for fiscal years beginning after
December 15, 1997. SFAS No. 130 establishes standards for recording and presenting
comprehensive income and its components (revenues, expenses, gains, and losses) in a full set of
genera-purpose financial statements. SFAS 131 establishes standards for the way that public
business enterprises report information about operating segments in annual financial statements and
requires that those enterprises report selected information about operating segments in interim
financia reports issued to shareholders. It also establishes standards for related disclosures about
products and services, geographic areas, and major customers. The Company intends to adopt these
disclosure-only pronouncements as appropriate in 1998.
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FrontlineLtd. and Subsidiaries
Consolidated Statements of Operations
(unaudited)

(in thousands of SEK unless otherwise stated)

For the For the
nine months nine months
ended ended
September 30,  September 30,
1997 1996
Freight revenues 1,395,561 912,893
V oyage expenses (325,955) (335,869)
Time charter income 1,069,606 577,024
Gain from the vessels 20,151
Ship operating expenses (257,953) (156,732)
Charterhire expenses (144,961) (201,427)
Depreciation (323,716) (161,954)
Administrative expenses (58,312) (33,913)
Other operating items, net (15,608) 0
Operating income 269,056 43,149
Net financia items (206,477) (109,692)
Income (loss) before taxes 62,579 (66,543)
Taxes (30) (76)
Net income (loss) 62,549 (66,619)
Per share amounts:
Net income (l0ss) 0.62 (1.54)

See accompanying notes to interim consolidated financial statements.
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FrontlineLtd. and Subsidiaries
Consolidated Balance Sheets
(in thousands of SEK unless otherwise stated)

Asof Asof
September 30, 1997 December 31, 1996
(unaudited)
ASSETS:
Current assets.
Cash and cash equivalents 294,500 397,466
Marketable securities 168,779 23
Other receivables 108,233 79,763
Inventories 38,899 32,574
Voyagesin progress 81,904 67,304
Prepaid expenses and accrued income 8,242 20,036
Total current assets 700,557 597,166
Long term assets:
Ships and equipment, net 6,626,077 5,665,684
Ship purchase options 22,680
Investmentsin associated companies 1,688,821 349
Intangible assets 4,200
Deferred chargeson loans 38,254 6,777
Total long-term assets 8,353,152 5,699,690
TOTAL ASSETS 9,053,709 6,296,856

See accompanying notes to interim consolidated financial statements.
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See accompanying notes to interim consolidated financial statements.

LIABILITIESAND SHAREHOLDERS

EQUITY

Current liabilities:

Current portion of long term debt

Accounts payable

Accrued expenses and other liabilities

Total current liabilities
Long term liabilities:
Long term debt

Total long term debt
Shareholders' equity:
Shar e capital

Non-cash issue of shares
Additional paid in capital
Restricted reserves

Total restricted equity
Accumulated ear nings (losses)
Net income (loss)

Total unrestricted equity
Total shareholders equity

TOTAL LIABILITIESAND
SHAREHOLDERS EQUITY

1,137,536 351,975
16,478 27,411
187,632 192,158
1,341,646 571,544
3,794,734 3,465,078
3,794,734 3,465,078
1,037,568 1,193,250
836,002

1,044,999
1,693,170 403,858
3,775,737 2,433,200
79,043 (76,096)
62,549 (96,870)
141,592 (172,966)
3,917,329 2,260,234
9,053,709 6,296,856
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FrontlineLtd. and Subsidiaries
Notesto Interim Consolidated Financial Statements
(unaudited)
(in thousands of SEK unless otherwise stated)

Note 1 Consolidated Financial Statements
(@ Genera

In these Notes to the interim consolidated financial statements, references to the "Company" or
"Frontline" are to Frontline Ltd. or Frontline AB, as described in Note 1 to the consolidated financial
statements as of and for the years ended December 31, 1994, 1995 and 1996, unless the context otherwise
requires. Commencing in June 1997, over 99% of the shareholders of Frontline AB, the predecessor
parent company, exchanged their shares for sharesin Frontline Ltd., a Bermuda based holding company.
The ordinary shares of Frontline Ltd. were thereafter listed on the Oslo Stock Exchange. The shares of
the Company’s predecessor had been listed on the Stockholm Stock Exchange.

The accompanying consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in Sweden, ("Swedish GAAP"). These accounting principles differ in
certain significant respects from accounting principles generally accepted in the United States, "U.S.
GAAP'. See Note 2 for a reconciliation of the principal differences between Swedish GAAP and U.S.
GAAP affecting Frontline’s net income (loss) and shareholder’s equity.

The interim consolidated financial statements should be read in conjunction with the consolidated
financial statements and Notes thereto as of and for each of the three years in the period ended
December 31, 1996. The interim consolidated financial statements have been prepared using the same
principles asin previous years as described in Note 1 to the consolidated financial statements as of and for
each of the three yearsin the period ended December 31, 1996.

Management is of the opinion that the interim statements reflect all adjustments that are necessary for a
fair statement of the results for the interim period. Further it is management’s opinion that all of the
adjustments made are of a normal recurring nature.



FrontlineLtd. and Subsidiaries
Notesto Interim Consolidated Financial Statements
(unaudited)
(in thousands of SEK, except per share, unless otherwise stated)

(b) ThelCB Transaction

On September 1, 1997, Frontline Ltd. announced its intention to submit an offer to acquire al the shares

of ICB (see "The ICB Transaction"). The offer was modified severa times, but the last version was an

offer to acquire all of the sharesin ICB in exchange for SEK 130 in cash for each of the A-shares and

SEK 115 in cash for each of the B-shares. The total acquisition priceis estimated to be US $423 million,

which would be financed in large part by a US $300 million loan facility with Chase Manhattan Bank

(“Chase Manhattan”). Drawndown amounts are payable in full upon maturity, which is 364 days from
the date of signing of the facility agreement. The annual interest rate is a LIBOR based rate. The US
$300 million finance facility is collateralized by pledges of the shares in ICB purchased by Frontline Ltd.
During September and October, Frontline acquired ICB shares for an approximate purchase price of US
$215 million. Through the tender offer, Frontline acquired 51.7% of the outstanding shares of ICB.
However, the shares purchased provide Frontline with only 31.4% of the ICB voting power, since
14,428,078 Class B shares and 148,663 Class A shares were acquired. In connection with |the ICB
transaction, actions taken by ICB Management subsequent to the announcement of the Frontline tender
offer clearly reflect strong opposition to Frontline's ability to exeecisgnificant influence. Accordingly|

the Company recorded its investment in ICB using the cost method under Swedish GAAP and as an
available for sale security in accordance with SFAS 115 under U.S. GAAP. On January 8, 1998,
Frontline announced that it withdrew its bid for the shares of ICB.

Note 2 Summary of significant differences between Swedish and U.S. Generally Accepted
Accounting Principles

The consolidated financial statements of the Company have been prepared in accordance with Swedish
GAAP. These accounting principles differ in certain significant respects from U.S. GAAP. The
following is a summary of the estimated adjustments under U.S. GAAP that affect the Company's
consolidated net income (loss) for the nine months ended September 30, 1996 and 1997, and total
consolidated shareholders' equity as of December 31, 1996 and September 30, 1997.

For the nine months For the nine months
ended ended
September 30, 1997 September 30, 1996
Net income (loss) in accordance with 62,549 (66,619)
Swedish GAAP
Adjustments:
Vessal owning companies:
Net loss (25,263) (22,605)
Amortization of ship purchase 25,194 24,451
options
Net income (loss) in accordance with 62,480 (64,773)
U.S. GAAP
Primary earnings per sharein 0.61 1.50

accordance with U.S. GAAP
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FrontlineLtd. and Subsidiaries
Notesto Interim Consolidated Financial Statements
(unaudited)
(in thousands of SEK, unless otherwise stated)

Asof
September 30, 1997  December 31 1996
SEK SEK

Shareholders’ equity in accordance with Swedish GAAP 3,917,329 2,260,234
Adjustments:

Marketable securities (58,314) 166
Equity in vessel owning companies 13,447
Ship purchase options:

At cost (116,785)
Accumulated depreciation 94,105
Shareholders’ equity in accordance with U.S. GAAP 3,859,015 2,251,167

Marketable Securities

Under Swedish GAAP, current marketable securities are carried at the lower of cost or market on the
balance sheet date while non-current marketable securities are written down on the balance sheet for al
other than temporary declinesin market value.

Under U.S. GAAP, such investments, which qualify as available-for-sale securities, should be carried at
fair value, with resulting unrealized gains and losses, net of deferred taxes, recorded as a separate
component of shareholders’ equity.

Vessel Owning Companies

In accordance with Swedish GAAP, the Company has not consolidated certain entities which account for
the activities associated with certain vessels operating under time charter leases.
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FrontlineLtd. and Subsidiaries
Notesto Interim Consolidated Financial Statements

(unaudited)
(in thousands of SEK, unless otherwise stated)

Under U.S. GAAP, the special purpose entities which owned each vessel were viewed as being, in
substance, controlled by Frontline. With respect to shareholders' equity, management believes there were
no material differences between the accounting policy applied by the Company and U.S. GAAP for vessel
owning companies as of September 30, 1997.

Ship purchase options

Under Swedish GAAP, the cost of ship purchase options has been recorded and amortized over the
estimated remaining service life of the vessels.

Under U.S. GAAP, these ship purchase options are viewed as a portion of the acquisition cost of the
related ships held by special purposes entities. Such entities would be consolidated under U.S. GAAP.
With respect to shareholders’ equity, management believes there were no material differences between the
accounting policy applied by the Company and U.S. GAAP for ship purchase options as of September 30,
1997.

Deferred taxeson U.S. GAAP adjustments

Deferred taxes are calculated on the U.S. GAAP adjustments described above, where appropriate. The
Company has recorded a full valuation alowance as they believe it is more likely than not that the net
deferred tax assets will not be realized in future periods.

Accounting for income taxes

The Company records deferred tax assets only to the extent they can be offset against deferred tax
liabilities. Temporary differences, which include net operating loss carry forwards, are generally not
recognized as deferred tax assets and liabilities.

Under U.S. GAAP, deferred taxes resulting from temporary differences in financial and tax reporting
(including net operating loss carry forwards) are recognized. A valuation alowance is recorded as a
reduction of a deferred tax asset if it is more likely than not that some portion or all of the deferred tax
asset will not be realized.

Investmentsin associated companies

The Company accounts for investments in associated companies giving rise to a 20 to 50 percent
ownership at historical cost. Participations in partnerships are reported on a pro-rata basis with regard to
bal ance sheet and income statement items.

Under U.S. GAAP, investments giving rise to a 20 to 50 percent ownership are generally accounted for
under the equity method. For the periods presented herein, management believes that the differencesin
the reconciliation of shareholders equity and net income (loss) from Swedish to U.S. GAAP were
immaterial.
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Independent Auditors’ Report

The Board of Directors and Shareholders
London & Overseas Freighters Limited

We have audited the accompanying consolidated balance sheets of London & Overseas Freighters
Limited and its subsidiaries as of March 31, 1997 and 1996 and the related consolidated statements of
income, cash flows and shareholders’ equity for each of the years in the three-year period ended March
31, 1997. These consolidated financial statements are the responsibility of the Company’s management.
Our responsibility is to express an opinion on these consolidated financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of London & Overseas Freighters Limited and its subsidiaries as of March
31, 1997 and 1996 and the results of their operations and their cash flows for each of the years in the
three-year period ended March 31, 1997 in conformity with accounting principles generally accepted in
the United States.

KPMG Peat Marwick Moore, Stephens & Butterfield
Chartered Accountants Chartered Accountants

Vallis Building Vallis Building

Par-la-Ville Road Par-la-Ville Road

Hamilton, Bermuda Hamilton, Bermuda

May 2, 1997, except as to Note 17, May 2, 1997, except as to Note 17,
which is as of September 22, 1997 which is as of September 22, 1997
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London & Overseas Freighters Limited

Consolidated Statements of Income for the years ended

March 31, 1997, 1996 and 1995

(in thousands of US$, except per share and per ADS data)

Operating revenues
Time charter income
Voyage charter income
Total charter income
Vessel voyage costs
Brokers’ commission
Net operating revenues
Operating expenses
Vessel operating costs
Depreciation
Drydocking and special survey costs
Administrative expenses
Foreign exchange (gain) loss
Total operating expenses

Net operating income
Other income (expenses)
Interest income
Interest expense

Net other expenses

Net income befor e income taxes
Income taxes

Net income

Earningsper Ordinary Share and share equivalent
Earningsper ADSand ADS equivalent

Dividends per Ordinary Share

Dividends per ADS

Weighted average number of Ordinary Shares
and share equivalents outstanding

Weighted average number of ADSs
and ADS equivalents outstanding

Notes 1997 1996 1995
3 $ 17,779 $ 17,979 $ 24810
3 40,259 27,787 8,830

58,038 45,766 33,640

(14,367) (10,932) (3,459)

(1,696) (1,3@) (98%

41,975 33,532 29,192

14,140 12,008 9,866

12,781 10,283 6,540

2,140 1,627 1,139

3,331 2,731 2,488

(123) 34 (96

32,269 26,683 19,937

9,706 6,849 9,255

902 1,048 2,086

(8,621) (6,052 2,933)

(7,719 (5,004 (847

1,987 1,845 8,408

5 18 29 23

$ 1,969 $ 1816 $ 8,385

$ 0026 $ 0.024 $ 0.113

$ 026 $ 024 $ 1.13
7 $ — $ 0.0075 $ 0.015
$ - 3 0.075 $ 0.15
6 74,610 74,497 74,381
7,461 7,450 7,438

See acconpanying notes to consol i dated financial statenents
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London & Overseas Freighters Limited

Consolidated Balance Sheets as of March 31, 1997 and 1996

(in thousands of US$)

ASSETS
Current assets
Cash and cash equivalents
Trade accounts receivable
Other receivables
Inventories
Prepaid expenses and accrued income
Total current assets
Vessels and equipment, net
Deferred charges

Total assets

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities
Current maturities of long-term debt
Trade accounts payable
Accrued expenses
Income taxes payable

Drydocking and special survey provisions

Total current liabilities
Long-term liabilities
Long-term debt

Drydocking and special survey provisions

Total liabilities
Shareholders’ equity

Share capital

Capital in excess of par value

Warrants

Retained earnings

Total shareholders’ equity
Total liabilities and shareholders’ equity

Notes 1997 1996
$ 20559 $ 14,773
3,887 4,019
389 295
1,527 1,602
469 545
26,831 21,234
8,10 207,342 219,868
9 740 919
$ 234913 $ 242,021
10$ 9705 $ 9,705
38 1,317
4,926 4,391
11 29
2,219 600
16,899 16,042
10 97,049 106,753
1,536 1,766
115,484 124,561

13
11 18,431 18,431
77,915 77,915
12 683 683
22,400 20,431
119,429 117,460
$ 234,913 $ 242,021

See acconpanying notes to consol i dated financial statenents
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London & Overseas Freighters Limited

Consolidated Statements of Cash Flows for the years ended

March 31, 1997, 1996 and 1995

(in thousands of US$)

Notes
Operating activities
Net income
Adjustments to reconcile net income to net cash
provided by operating activities.
Depreciation
Amortisation of deferred charges
(Increase) decrease in trade accounts receivable
(Increase) decrease in other receivables
(Increase) decrease in inventories
(Increase) decrease in prepaid expenses
and accrued income
Increase (decrease) in trade accounts payable
Increase (decrease) in accrued expenses
Increase (decrease) in time charter income
received in advance
Increase (decrease) in income taxes payable
Increase (decrease) in drydocking and
special survey provisions

Net cash provided by (used in) operating activities

Investing activities

Placement of time deposits

Maturity of time deposits

Additions to vessels and equipment

Additions to vessels under construction

Net cash provided by (used in) investing activities
Financing activities

Proceeds from long-term debt

Repayments of long-term debt

Debt fees paid

Proceeds from issuance of shares

Offering costs paid

Dividends paid 7

Net cash provided by (used in) financing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year
Supplemental disclosure of cash flow information:
Interest paid, net of capitalised interest
Income taxes (recovered) paid

1097 1996 1995
$ 199 $ 1816 $ 8385
12,781 10,283 6,540
179 142 391
132 (3,710) 258
(94) (162) 6

75 (1,106) 51

76 (97) 95
(1,279) 324 322
535 2,623 @)

- (2,100) 2,100

(18) 6 23
1,389 413 602
15,745 8,432 18,771

- - (31,284)

- - 86,222
(255) (316) (300)

- (84,751) (34,352)

(255) _ (85,067) 20,286

- 120,000 -
(9,704) (59,228) (11,829)
- (1,020) (60)

- 237 137

- - (26)

- (735) (917)
(9,704) 59,254 (12,695)
5,786  (17,381) 26,362
14,773 32154 5,792

$ 20559$% 14773 $ 32,154
$ 8683 $ 4934 $ 2604
38 23 9)

See acconpanying notes to consol i dated financial statenents
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London & Overseas Freighters Limited

Consolidated Statements of Shareholders’ Equity as of

March 31, 1997, 1996 and 1995

(in thousands of US$)

Balance at March 31, 1994
Exercise of warrants

Net income

Dividends declared
Balance at March 31, 1995
Exercise of warrants

Net income

Dividends declared

Balance at March 31, 1996
Net income

Balance at March 31, 1997

Ordinary Capital in

Share excess of Retained
capital par value Warrants earnings

$ 18,281 $ 77,436 $ 938 $ 11,882
57 176 (96) -

- — - 8,385

- - — (1,100

18,338 77,612 842 19,167

93 303 (159) -

- — — 1,816

- - = (552

18,431 77,915 683 20,431

— - — 1,969

$ 18,431 $ 77915 $ 683 $ 22,400

See acconpanying notes to consol i dated financial statenents
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London & Overseas Freighters Limited
Notes to Consolidated Financial Statements

1. GENERAL

London & Overseas Freighters Limited (the “Company”) originally commenced operations
in 1948 as a U.K. company (“LOF plc”). The Company was incorporated under the laws of
Bermuda on June 12, 1992 for the purpose of succeeding to the business of LOF plc.

The Company owns and operates a fleet of oil tankers that transport crude oil and oil
products to and from ports primarily in the United States. The Company’s fleet consists of
three Panamax tankers and three Suezmax tankers, all registered under the British flag and
manned by British officers. The Company has operated tankers in the crude oil and oil
products trades continuously since 1950.

2. ACCOUNTING POLICIES

Basis of accounting

The consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States. The consolidated financial statements
incorporate the assets and liabilities of the Company and its subsidiary, London & Overseas
Freighters (UK) Limited (“LOF (UK)"). All intercompany balances and transactions have
been eliminated upon consolidation.

The preparation of financial statements in accordance with generally accepted accounting
principles requires that management make estimates and assumptions affecting the amounts
reported in those financial statements and accompanying notes. Actual results could differ
from those estimates.

Cash and cash equivalents

For the purposes of the consolidated statements of cash flows, demand and time deposits
with original maturities of three months or less are considered equivalent to cash.

Inventories

Inventories, which comprise fuel and consumable stores, are stated at the lower of cost or
market. Cost is determined on a first-in, first-out basis.

Vessels and equipment

The cost of the vessels less estimated residual value is written off on a straight-line basis over
the vessels’ remaining lives. The vessels’ lives are estimated as 20 years from dates of
construction. Other equipment is depreciated over its estimated residual life at rates of
between 10% and 33 1/3% on a straight-line basis.

Revenue and expense recognition

Revenues and expenses are recognized on the accrual basis. Time charter revenues are
recorded on a daily accrual basis. Voyage charter revenues are recorded on the percentage of
completion basis. Estimated losses on voyages are provided for in full at the time such losses
become evident.



London & Overseas Freighters Limited
Notes to Consolidated Financial Statements

Drydocking and special survey provisions

Most of the expenditure on repairs and maintenance of the vessels is incurred during
drydockings, which take place at intervals of every two to three years, with additional costs

when specia surveys are carried out every five years. Provisions are made so that each

year’s results bears a proportionate share of these costs. Such provisions are based on
estimates made by management of expected cost and length of time between drydockings.
Actual results could differ from those estimates.

Derivatives

The Company enters into interest rate swap transactions from time to time to hedge a portion
of its exposure to floating interest rates. These transactions involve the conversion of
floating rates into fixed rates over the life of the transactions without an exchange of
underlying principal. The differential is accrued as interest rates change and recognized as
an adjustment to interest expense. The related amount receivable from or payable to
counterparties is included in accrued interest expense. The fair values of the interest rate
swaps are not recognized in the financial statements.

The Company enters into forward exchange contracts from time to time to hedge a portion of
its expenses which are paid in U.K. Sterling. These expenses consist of compensation to the
Company’s officer staff and administrative expenses associated with LOF (UK). Realised
and unrealised gains and losses on foreign currency hedging transactions that are designated
and effective as hedges of firm identifiable foreign currency commitments are deferred and
recognised in income in the same period as the hedged transaction.

The Company has not entered into any speculative derivative contracts.

Foreign currencies

The Company’s functional currency is the U.S. dollar as all revenues are received in U.S.
dollars and a majority of the Company’s expenditures are made in U.S. dollars. As the
Company’s foreign operations, conducted through LOF (UK), are an integral extension of the
Company’s operations, the functional currency of LOF (UK) is that of its parent company.
Transactions in foreign currencies during the year are translated into U.S. dollars at the rates
of exchange in effect at the date of the transaction. Foreign currency monetary assets and
liabilities are translated using rates of exchange at the balance sheet date. Foreign currency
non-monetary assets and liabilities are translated using historical rates of exchange. Foreign
exchange gains or losses are included in the consolidated statements of income.

Earnings per share

Earnings per Ordinary Share are calculated based on the weighted average number of
Ordinary Shares and share equivalents outstanding during each year using the treasury stock
method. Share equivalents represent share warrants and options assumed to be exercised.
American Depositary Share (“ADS”) and per ADS amounts are calculated based on Ordinary
Share and per Ordinary Share amounts, as adjusted for the ratio of ADSs to Ordinary Shares.



London & Overseas Freighters Limited
Notes to Consolidated Financial Statements

Impairment of long-lived assets

Effective April 1, 1995 the Company adopted Statement of Financial Accounting Standards

No. 121, “Accounting

for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of”
(“SFAS 121"). SFAS 121 establishes financial accounting and reporting standards for the
impairment of long-lived assets, certain identifiable intangibles, goodwill related to those
assets to be held and used and long-lived assets and certain identifiable intangibles to be
disposed of. SFAS 121 requires that long-lived assets and certain identifiable intangibles to
be held and used by an entity be reviewed for impairment whenever events or changes in
circumstances indicate that the carrying amount of an asset may not be recoverable. In
addition, SFAS 121 requires that certain long-lived assets and identifiable intangibles to be
disposed of be reported at the lower of carrying amount or fair value less cost to sell. The
adoption of SFAS 121 had no effect on the Company's financial position or results of
operations.

Sock-based compensation

Effective April 1, 1996 the Company adopted Statement of Financial Accounting Standards
No. 123 “Accounting for Stock-Based Compensation”, (“SFAS 123”). SFAS 123
encourages the use of a fair value based method of accounting for stock-based compensation
plans. SFAS 123 also requires certain disclosures about stock-based employee compensation
arrangements regardless of the method used to account for them. Entities that continue to
apply the provisions of Accounting Principles Board Opinion No. 25, “Accounting for Stock
Issued to Employees” (“APB 25”) are required to disclose the pro forma effect on net income
and earnings per share that would have been recognised if the fair value method had been
used. The Company has chosen to continue to account for its stock-based compensation
arrangements under APB 25 and has disclosed the required pro forma effect on net income
and earnings per share (Note 13).

3. CHARTER INCOME

All of the vessels’ gross earnings are receivable in U.S. dollars. The following are the
customers that comprise 10% or more of charter income:

(in thousands of US%) 1997 1996 1995

Chevron Transport Corporation $ 19621 $ 17979 $ 25115

Tripetrol Oil Trading S.A. Inc. = - 4,110
4. PENSIONS

The Company and its sea-going officers contribute to the industry-wide Merchant Navy

Officers’ Pension Fund (“MNOPF”), providing benefits based on average revalued
pensionable salary. LOF (UK) and its employees contribute to a clerical staff scheme
operated for the benefit of its shore-based employees, providing benefits based on final
average pensionable salary. The assets of the schemes are held in independently
administered funds. Contributions are determined on the basis of triennial valuations by
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London & Overseas Freighters Limited
Notes to Consolidated Financial Statements

qualified actuaries using the projected unit method. Effective August 1, 1996 the MNOPF
was closed to new entrants and re-entrants and a new industry-wide Merchant Navy Officers’
Pension Plan ("MNOPP”) was established. This is an defined contribution money purchase
scheme. The Company, certain sea-going officers and other employees contribute to the
MNOPP and other defined contribution plans, the cost of which is funded as accrued.

The most recent actuarial valuation, dated as of March 31, 1996, for the MNOPF disclosed a
surplus of £225,000,000 ($369,000,000 based on the historic exchange rate); that as of March
31, 1995, for the clerical staff scheme, which comprises three participating employees,
disclosed a surplus of £532,000 ($867,000 based on the historic exchange rate). The
assumptions with the most significant effect on the results of the valuations were that the
investment returns would be 9.5% for the officers’ scheme and 8.5% for the clerical staff
scheme and that salary increases would average 7% for the officers and 7% for the clerical
staff.

The pension charge for the year was $275,000 (1996 — $184,000, 1995 — $192,000) of which
$230,000 applied to the MNOPF and MNOPP.

The Company believes that compliance with Statement of Financial Accounting Standards
No. 87, “Employers’ Accounting for Pensions” would produce results not materially
different from those presented.

5. TAXATION

Bermuda

Under current Bermuda law, the Company is not required to pay any taxes in Bermuda on
either income or capital gains. The Company has received written assurance from the
Minister of Finance in Bermuda that, in the event of any such taxes being imposed, the
Company will be exempted from taxation until the year 2016.

United States

The Company does not accrue U.S. income taxes as, in the opinion of U.S. counsel, the
Company is not engaged in a U.S. trade or business and is exempted from a gross basis tax
under Section 883 of the U.S. Internal Revenue Code.

In the opinion of management, a reconciliation between the income tax expense resulting
from applying the U.S. Federal statutory income tax rate and the reported income tax expense
does not provide any additional useful information to users of the financial statements as the
Company’s net income is subject to neither Bermuda nor U.S. tax. The income tax paid by
LOF (UK) is not material.

United Kingdom
The Company’s subsidiary, LOF (UK), is subject to United Kingdom Corporation Tax. The
tax charge (benefit) for the year comprises:

(in thousands of US$) 1997 1996 1995
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U.K. Corporation Tax $ 18 $ 29 3 23
6. EARNINGS PER SHARE

The weighted average number of Ordinary Shares and share equivalents outstanding are as
follows:

(in thousands) 1997 1996 1995
Weighted average number of Ordinary Shares outstanding 73,726 73,577 73,318
Share equivalents outstanding 884 920 1,063

74,610 74,497 74,381

7. DIVIDENDS AND DISTRIBUTIONS

Dividends declared by the Company are as follows:

(in thousands of USS$, except per share data) 1997 1996 1995
Dividends per Ordinary Share
First quarter $ - $ 0.0025 $ 0.0075
Second quarter - 0.0025 0.0025
Third quarter - 0.0025 0.0025
Fourth quarter - - 0.0025
$ - $ 0.0075 $ 0.0150
Total dividends $ - % 552 $ 1,100

8. VESSELS AND EQUIPMENT

(in thousands of US%) 1997 1996
Cost
London Spirit $ 14,860 $ 14,860
London Victory 14,882 14,882
London Enterprise 18,055 17,948
London Pride 76,262 76,250
London Glory 70,232 70,218
London Splendour 61,378 61,406
Equipment 785 647
256,454 256,211
Accumulated depreciation (49,112) (36,343)
Net book value $ 207,342 $ 219,868
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Thefollowing isasummary of the vessels:

Name Date Builder Deadweight Time charter

delivered tonnage expiration
London Spirit June 1982 Mitsui Engineering & Shipbuilding 62,0940ctober 1997
London Victory November 1982 Mitsui Engineering & Shipbuilding 62,153 n/a
London Enterprise May 1983 Mitsui Engineering & Shipbuilding 62,278 n/a
London Pride July 1993 Mitsui Engineering & Shipbuilding149,686 July 1998
London Glory May 1995 Mitsui Engineering & Shipbuilding149,834 n/a
London Splendour December 1995 Mitsui Engineering & Shipbuilding149,745 n/a

9. DEFERRED CHARGES

Deferred charges represent debt arrangement fees and interest rate swap realignment charges
in relation to the long-term debt which are deferred and amortised to interest expense using a
constant periodic rate. The debt arrangement fees are being amortised over the life of the
long-term debt. The interest rate swap realignment charges are being amortised over the life
of the underlying swap. The deferred charges are comprised of the following amounts:

(in thousands of US$) 1997 1996
Debt arrangement fees $ 1020 $ 1,020
Interest rate swap realignment charges 85 85
1,105 1,105
Accumulated amortisation (365) (186)

$ 740 3 919

10. LONG-TERM DEBT

On May 31, 1995, the Company entered into a $120,000,000 Secured Syndicated Term Loan
with The Chase Manhattan Bank, N.A. (“Chase”). The loan was syndicated with the
following banks:

Bank Percentage
participation

The Chase Manhattan Bank 25.00%
MeesPierson N.V. 16.67%
DNI Inter Asset Bank N.V. 12.50%
Hamburgische Landesbank - Girozentrale 12.50%
ABN AMRO Bank N.V. 8.33%
Deutsche Schiffshank AG, Bremen 8.33%
KB Financial Services (Ireland) 8.33%
The Long Term Credit Bank of Japan, Ltd. 8.33%
100.00%

An initial drawdown of $85,000,000 was made on May 31, 1995 to repay all existing debt
and finance the delivery instalment on tlemndon Glory and the final pre-delivery instalment
on theLondon Splendour. The remainder of the loan was drawn down in December 1995 to
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finance the delivery instaiment on the London Splendour. An initial repayment of one
twenty-fourth of theinitial drawdown was made coincident with the final drawdown.

Repayment of two-thirds of the balance outstanding at the final drawdown will be made
semiannually over eight years on a straight-line basis. The remaining one-third of the
bal ance outstanding will be repayable at the end of the eight years.

Interest is payable at 1% or 1 1/8% above LIBOR, dependent upon the proportion of
principal that is secured by projected cash flow from time charters. At March 31, 1997, the
weighted average LIBOR payable on the long-term debt was 5.56% and the margin was 1
1/8%, based upon existing time charter coverage.

The loans are secured by first priority statutory mortgages over the vessels in the fleet, an
assignment of all the earnings and insurances of these vessels, a floating charge over the
Company’s assets and a specific assignment of the Chevron time charter lamdoe

Pride. The Company is required to ensure that the aggregate value of the vessels is not less
than 125% of the outstanding loan balance. In addition, the Company is required to obtain
the prior written consent of two-thirds in interest of the lenders prior to paying any dividend

in excess of 20% of net income on a cumulative basis from March 31, 1995. The Company
Is in compliance with all debt covenants.

The outstanding long-term debt as of March 31, 1997 is repayable as follows:

Y ear ending March 31,

(in thousands of US$)

1998 $ 9,705
1999 9,705
2000 9,705
2001 9,705
2002 9,705
2003 and later 58,229
Total long-term debt $ 106,754

11. SHARE CAPITAL

Share capital is as follows:

(in thousands of USS$, except per share data) 1997 1996
Authorised

100,000,000 Ordinary Shares

of $0.25 each (1996 — 100,000,000 Ordinary Shares) $ 25000 $ 25,000

Issued and fully paid
73,725,816 Ordinary Shares of $0.25 each
(1996 — 73,725,816 Ordinary Shares) $ 18431 $ 18,431

In December 1993, the Company issued 50,000,000 Ordinary Shares as the result of a public
offering at $1.50 per Ordinary Share.
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Ordinary Shares are listed on the London Stock Exchange. Ordinary Shares are also listed on
the NASDAQ National Market in the form of ADSs. Each ADS represents ten Ordinary
Shares.

Of the authorised and unissued Ordinary Shares, 1,605,882 are reserved for issue pursuant to
subscription under warrants which can be exercised at any time up to December 31, 2003 and
2,910,000 are reserved for issue pursuant to subscription under options granted under the
Company’s share option plans. Save for the shares which would be issued on the exercise of
the warrants and the options, no unissued share capital of the Company is under option or is
conditionally or unconditionally to be put under option.

On December 6, 1996, the Company’s Board of Directors adopted a Shareholder Rights Plan
(the “Plan™). The Company adopted the Plan to protect shareholders against unsolicited
attempts to acquire control of the Company that do not offer an adequate price to all
shareholders or are otherwise not in the best interests of the Company and its shareholders.
Under the Plan, each shareholder of record on December 20, 1996 received one right for each
Ordinary Share held, and each registered holder of outstanding warrants received one right
for each Ordinary Share for which they are entitled to subscribe. Each right entitles the
holder to purchase from the Company one-quarter of an Ordinary Share at an initial purchase
price of $1.50. The rights will become exercisable and will detach from the Ordinary Shares
a specified period of time after any person has become the beneficial owner of 20% or more
of the Company’s Ordinary Shares.

If any person becomes the beneficial owner of 20% or more of the Company’s Ordinary

Shares, each right will entitle the holder, other than the acquiring person, to purchase for the
purchase price, that number of Ordinary Shares having a market value of eight times the
purchase price.

If, following an acquisition of 20% or more of the Company’s Ordinary Shares, the Company
is involved in certain amalgamations or other business combinations or sells or transfers
more than 50% of its assets or earning power, each right will entitle the holder to purchase
for the purchase price ordinary shares of the other party to the transaction having a market
value of up to eight times the purchase price.

The Company may redeem the rights at a price of $0.001 per right at any time prior to a
specified period of time after a person has become the beneficial owner of 20% or more of its
Ordinary Shares. The rights will expire on December 31, 2006, unless earlier exchanged or
redeemed.

WARRANTS

At the time of the reconstruction of LOF plc in 1988, 735,294 warrants were granted to each of The Royal Bank
of Scotland Plc and The Bank of Nova Scotia as consideration for the waiver of the outstanding balances of the
deferred loans, and Sumitomo Corporation as consideration for its obligations under the financing
arrangements. As part of the arrangements for the formation of the Company, LOF plc and the Company
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entered into an agreement with the warrant holders whereby the Company issued 2,205,882 warrants in

exchange for the outstanding LOF plc warrants. Each warrant entitles the holder to subscribe for one Ordinary

Share in the Company at a price of £0.40. The warrants have been recorded at their estimated value at the time
of issue.

The following summarises the warrant transactions:

(in thousands)

Warrants outstanding at March 31, 1994 2,206
Exercised (225)
Warrants outstanding at March 31, 1995 1,981
Exercised (375)
Warrants outstanding at March 31, 1996 1,606
Exercised -
Warrants outstanding at M ar ch 31, 1997 __ 1,606

SHARE OPTION PLANS

In November 1993, the shareholders approved the Bermuda Share Option Plan (the
“Bermuda Plan”) and the United Kingdom Share Option Plan (the “U.K. Plan”). Under the
terms of the plans, the exercise price for the share options may not be less than the average of
the fair market value of the underlying shares for the three dealing days before the date of
grant. The number of shares granted under the plans may not in any ten year period exceed
7% of the issued share capital of the Company. No consideration is payable for the grant of
an option.

The Company has recorded compensation expenses of $nil (1996 — $nil, 1995 — $nil) in
respect of share options. Had the compensation costs for these plans been determined
consistent with the fair value method recommended in SFAS 123, the Company’s net income
and earnings per share would have been reduced to the following pro forma amounts:

(in thousands of USS$, except per share data) 1997 1996
Net income
Asreported $ 1969 $ 1816
Pro forma $ 1734 $ 1540
Earnings per ordinary share
Asreported $ 0026 $ 0.024
Pro forma $ 0023 $ 0.021

Because the SFAS 123 fair value method of accounting has not been applied to options
granted prior to April 1, 1995, the resulting pro forma compensation cost may not be
representative of that to be expected in future years.

Under the Bermuda Plan, options may be granted to any director or employee of the Company or subsidiary.
Options are only exercisable during the period of nine years following the first anniversary date of the grant.

F-51



London & Overseas Freighters Limited
Notes to Consolidated Financial Statements

The following summarises the share option transactions under the Bermuda Plan:

(in thousands, except per share data)

Optionsoutstanding at March 31, 1994
Granted
Exercised
Cancelled

Optionsoutstanding at March 31, 1995
Granted
Exercised
Cancelled

Optionsoutstanding at March 31, 1996
Granted
Exercised
Cancelled

Options outstanding at March 31, 1997

Options exercisable at:
March 31, 1995
March 31, 1996
March 31, 1997

Shares Weighted

average
exercise price
1,080 1.500
40 1.382
1,120 1.496
30 1.348
1,150 1.492
190 1.173
(50) 1.500

—1.290 —$1.445

1080 $ 1500
1120 $ 149
1,100 _$ 1.492

Under the U.K. Plan, options may be granted to any full-time director or employee of the
Company or subsidiary. Options are only exercisable during the period of seven years

following the third anniversary date of the grant.

The following summarises the share option transactions under the U.K. Plan:

(in thousands, except per share data)

Options outstanding at March 31, 1994
Granted
Exercised
Cancelled

Options outstanding at March 31, 1995
Granted
Exercised
Cancelled

Optionsoutstanding at March 31, 1996
Granted
Exercised
Cancelled

Options outstanding at March 31, 1997

Options exercisable at:
March 31, 1995
March 31, 1996
March 31, 1997
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Shares Weighted

average
price
460 £0.985
500 0.855
960 0.917
510 0.855
(30) 0.942
1,440 0.895
330 0.728
(150) 0.907

1,620 __£ 0.860

400 £ 0.979
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The weighted average fair value of options granted under the Bermuda Plan in 1997 was

$0.452 (1996 - $0.511). The weighted average fair value of options granted under the U.K.

Plan in 1997 was £0.280 (1996 - £0.324). The fair value of each option grant is estimated on
the date of grant using the Black-Scholes option pricing model with the following weighted
average assumptions used for grants in 1997: risk free interest rate of 6.34 percent; expected
life of 7 years; expected volatility of 17 percent; expected dividend yield of zero percent.
The following weighted average assumptions were used for grants in 1996: risk free interest
rate of 5.91 percent; expected life of 7 years; expected volatility of 18.5 percent; expected
dividend yield of zero percent.

The 1,290,000 options outstanding under the Bermuda Plan at March 31, 1997 have exercise
prices between $1.173 and $1.500, with a weighted average exercise price of $1.445. Of the
1,290,000 (1996 - 1,150,000, 1995 - 1,120,000) options outstanding, 1,100,000 (1996 -
1,120,000, 1995 - 1,080,000) are presently exercisable. The remaining options vest one year
from the date of grant.

The 1,620,000 options outstanding under the U.K. Plan at March 31, 1997 have exercise
prices between £0.728 and £0.985, with a weighted average exercise price of £0.860. Of the
1,620,000 (1996 - 1,440,000, 1995 - 960,000) options outstanding, 380,000 (1996 - nil, 1995
- nil) are presently exercisable. The remaining options are not presently exercisable and all
vest three years from the date of grant.

14. FINANCIAL INSTRUMENTS

Fair Values
Financial instruments at March 31, 1997 consist of the following:

Carrying Fair
(in thousands of US%) value value
Interest rate swap transactions $ - $ 344
Foreign currency hedging transactions = 66

Fair values were estimated using the following methods and assumptions:

Interest rate swap transactions

The Company has entered into the following interest rate swap transactions involving the payment of fixed rates
in exchange for LIBOR;:

Principal Inception Maturity Rate
(in thousands of US$) Date Date

$9,710, reducing quarterly to $1,707 July 1993 July 1998 7.78%
$50,000 May 1995 May 1998 6.43%
$10,000 May 1996 May 2000 5.56%
$20,000 May 1998 May 2000 5.90%
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Fair value is estimated by taking into account the cost of entering into interest rate swaps to
reverse these swaps.

Foreign currency hedging transactions

The Company has entered into the following forward exchange contracts involving the
purchase of U.K. Sterling for U.S. dollars:

Y ear ending March 31, Principal Principal
(in thousands)
1998 $ 359 £ 2,250

The fair value of foreign currency hedging transactions is estimated based on the market
value of these or similar instruments, as adjusted for differencesin maturity.

Other financial instruments

The carrying amount of other financial instruments approximates fair value as the long-term
debt is at floating rates of interest and all other financial instruments are short-term in nature.

Off-balance sheet market and credit risk

Market risk exists with respect to changes in interest rates and foreign exchange rates. The
Company enters into interest rate swap and forward exchange contracts from time to time to
manage a portion of thisrisk. Credit risk exists to the extent that the counterparty, Chase, is
unable to perform under the contracts, but thisrisk is considered remote.

Concentrations of credit risk

There is a concentration of credit risk with respect to cash and cash equivalents and time
deposits to the extent that substantially all of the amounts are carried with Chase.

The Company trades exclusively in the transportation of crude oil, the mgjority of which isin
the U.S. trades. A substantial portion of revenues from these operations is received from
Chevron. Credit risk exists to the extent that there is a downturn in the transportation
requirements for oil or the creditworthiness of Chevron.

CAPITAL AND OTHER COMMITMENTS

The Company is committed to make rental payments under an operating lease for office
premises which expires in October 1997 with an option to extend to October 2000. LOF
(UK) is committed to make rental payments under an operating lease for office premises
which expires in June 1998. The future minimum rental payments under these operating
leases, including the option to extend, are as follows:
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Y ear ending March 31,
(in thousands of US$)

1998 250
1999 217
2000 205
2001 135
2002 -
2003 and later -
807

CONTINGENT LIABILITY

The Company insures the legal liability risks for its shipping activities with the United
Kingdom Mutual Steam Ship Assurance Association (Bermuda) Limited, a mutua
protection and indemnity association. As amember of a mutual association, the Company

is subject to calls payable to the association based on the Company’s claims record in
addition to the claims records of all other members of the association. A contingent
liability exists to the extent that the claims records of the members of the association in the
aggregate show significant deterioration which result in additional calls on the members.

SUBSEQUENT EVENTS

On February 27, 1997, the Company announced its intention to explore a range of strategic
alternatives aimed at positioning itself to compete more effectively in the tanker market and
enhancing shareholder value. On September 22, 1997, the Company announced that it has
entered into an Agreement and Plan of Amalgamation (the “Amalgamation Agreement”)
with Frontline Ltd.,, a Bermuda company (“Frontline”), providing for a business
combination in a two-step transaction. In the first step, Frontline will commence a cash
tender offer for at least 50.1 percent and up to 90 percent of the outstanding Ordinary
Shares of the Company (including those Ordinary Shares represented by American
Depositary Shares) for a price of $1.591 per Ordinary Share (or $15.91 per American
Depositary Share). Such cash tender offer is subject to certain terms and conditions,
among them the condition that there be validly tendered, and not withdrawn, Ordinary
Shares representing at least 50.1 percent of the total outstanding Ordinary Shares. In the
second step, subject to shareholder approval and certain other customary conditions,
Frontline will amalgamate with Dolphin Limited, a newly formed, wholly-owned Bermuda
subsidiary of the Company.
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(in thousands of USS$, except per share and per ADS data)

Operating revenues
Time charter income
V oyage charter income
Total charter income
Vessal voyage costs
Brokers’ commission
Net operating revenues
Operating expenses
Vessel operating costs
Depreciation
Drydocking and special survey costs
Administrative expenses
Foreign exchange loss (gain)
Total operating expenses
Net operating income
Other income (expenses)
Interest income
Interest expense
Amalgamation costs
Net other expenses
Net income befor e income taxes
Income taxes
Net income

Earnings per Ordinary Share
and share equivalent
Earningsper ADS

and ADS equivalent

Dividends per Ordinary Share
Dividendsper ADS

Weighted average number of Ordinary Shares

and shar e equivalents outstanding

Weighted average number of ADSsand ADS

equivalents outstanding

Six monthsto

September 30,
1997 1996
$ 8,500 $ 8,861
20,921 19,160
29,421 28,021
(6,200) (6,653)
(872) (856)
22,349 20,512
7,227 6,976
6,396 6,387
1,272 1,121
1,859 1,452
(15) (22)
16,739 15,914
5,610 4,598
625 404
(4,038) (4,442)
__(2,568) _
(5,981) (4,038)
(371) 560
30 11
$ (401) $ 549
$ (0.005) $ 0.007
$ (0.05) $ 0.07
$ - $ -
$ - $ -
74,688 74,688
7,469 7,469
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ASSETS
Current assets
Cash and cash equivalents
Trade accounts receivable
Other receivables
Inventories
Prepaid expenses and accrued income
Total current assets
Vessels and equipment, net
Deferred charges
Total assets

LIABILITIES AND SHAREHOLDERS’ EQUITY

Current liabilities
Current maturities of long-term debt
Trade accounts payable
Accrued expenses
Time charter income received in advance
Income taxes payable
Drydocking and special survey provisions
Total current liabilities
Long-term liabilities
Long-term debt
Drydocking and special survey provisions
Total liabilities
Shareholders’ equity
Share capital
Capital in excess of par value
Warrants
Retained earnings
Total shareholders’ equity
Total liabilities and shareholders’ equity
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September 30,
1997
(unaudited)

$ 26,279
2,729
380
1,568
519
31,475
201,197
659
233,331

18,431
77,829
530
21,896
118,686
$233,331

March 31,
1997

$ 20,559
3,887
389
1,527
469
26,831
207,342
740
234,913

16,899

97,049
1,536
115,484

18,431
77,915
683
22,400
119,429
$234,913




London & Overseas Freighters Limited

Consolidated Statements of Cash Flows
(unaudited)
(in thousands of US$)

Operating activities
Net income

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

Depreciation
Amortization of deferred charges
(Increase) decrease in trade accounts receivable
(Increase) decrease in other receivables
(Increase) decrease in inventories
(Increase) decrease in prepaid expenses and accrued income
Increase (decrease) in trade accounts payable
Increase (decrease) in accrued expenses
Increase (decrease) in time charter income received in advance
Increase (decrease) in income taxes payable
Increase (decrease) in drydocking and special survey provisions
Net cash provided by (used in) operating activities
I nvesting activities
Additions to vessels and eguipment
Net cash provided by (used in) investing activities
Financing activities
Repayments of long-term debt
Repurchase of warrants
Net cash provided by (used in) financing activities
Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of period
Cash and cash equivalents at end of period
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Six monthsto

September 30,

1997 1996

$ (401 $ 549
6,396 6,387
81 92
1,158 1,009
9 (99)

(42) 93
(50) (25)
1,884 (899)
1,736 261
1,352 1,519
29 12
(987) 398
11,166 9,297
(251) (163)
(251) (163)
(4,853) (4,852)
(342) -
(5,195) (4,852)
5,720 4,282
20,559 14,773
$ 26,279 $ 19,055
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Consolidated Statements of Shareholders’ Equity
(unaudited)
(in thousands of US$)

Capital in
Ordinary Excess of Par Retained
Share Capital Value Warrants Earnings
Balance at March 31, 1996 $ 18,431 $ 77,915 $ 683 $ 20,431
Net income - - - 549
Balance at September 30, 1996 $ 18,431 $ 77,915 $ 683 $ 20,980
Balance at March 31, 1997 $ 18,431 $ 77,915 $ 683 $ 22,400
Repurchase of warrants (86) (153) (103)
Net income - - - (401)
Balance at September 30, 1997 $18,431 $ 77,829 $53 $21,896

Note1l Consolidated Financial Statements
(a) Sale of Panamax Vessels

On October 29, 1997, the Company announced the sale of its Panamax vessels, which are included in vessels and
equipment in the consolidated balance sheet as at September 30, 1997.

(b) Adjustments
Management is of the opinion that the statements reflect all adjustments that are necessary for a fair statement of the

results for the interim period. Further, it is management’s opinion that all of the adjustments made are of a normal
recurring nature.
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Exhibit C

BYE- LAWS of FRONTLI NE LTD.
| NTERPRETATI ON

In these Bye-Laws unl ess the context otherw se
requires-

(a)

(b)

(c)

(d)

"Associ ate" neans:

in respect of an individual, such individual’s
spouse, former spouse, sibling, aunt, uncle,
nephew, niece or lineal ancestor or
descendant, including any step-child and
adopted child and their issue and step parents
and adoptive parents and their issue or |inea
ancestors;

H n respect of an individual, such

i ndi vidual ' s partner and such partner’s
relatives (wthin the categories set out in
(a) above);

in respect of an individual or body corporate,
an enpl oyer or enployee (including, in
relation to a body corporate, any of its
directors or officers);

in respect of a body corporate, any person who
controls such body corporate, and any ot her
body corporate if the sane person has control
of both or if a person has control of one and
persons who are his Associates, or such person
and persons who are his Associ ates, have
control of the other, or if a group of two or
nore persons has control of each body
corporate, and the groups either consist of

t he sane persons or could be regarded as

consi sting of the sane persons by treating (in
one or nore cases) a nenber of either group as
repl aced by a person of whom he is an

Associ ate. For the purposes of this

par agr aph, a person has control of a body
corporate if either (i) the directors of the
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body corporate or of any other body corporate
whi ch has control of it (or any of them are
accustoned to acting in accordance with his
instructions or (ii) he is entitled to
exercise, or control the exercise of, one-
third or nore of the votes attaching to all of
the i ssued shares of the body corporate or of
anot her body corporate which has control of it
(provided that where two or nore persons
acting in concert satisfy either of the above
conditions, they are each to be taken as
havi ng control of the body corporate);

"Ber nuda" neans the |slands of Bernuda;

"Board" nmeans the Board of Directors of the
Conmpany or the Directors present at a neeting
of Directors at which there is a quorum

"Busi ness Day" means a day on which banks are
open for the transaction of general banking
busi ness in each of GCslo, London—Norway,
London, UK, New York, USA and Ham |ton,

Ber muda;

"Conpany" nmeans the conpany incorporated in
Ber mruda under the nane of Frontline Ltd. on
the 29th day of April, 1997,

"Conpani es Acts" nmeans every Bernuda statute
fromtime to tine in force concerning
conmpani es insofar as the sane applies to the
Conpany;

"enpl oyees share schene" neans a schene for
encouraging or facilitating the hol di ng of
shares or debentures in the Conpany by or for
the benefit of: -

(a) the bona fide enpl oyees or forner
enpl oyees of the Conpany or any
subsidiary of the Conpany; or

(b) the wi ves, husbands, w dows,
wi dowers or children or step-
chil dren under the age of 18 of such
enpl oyees or forner enpl oyees;
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"Extraordi nary Resol ution"” neans a resol ution
passed by a majority of not |ess than two-
thirds of the votes cast at a general neeting
of the Company:;

"Li sti ng Exchange" nmeans any stock exchange or
guot ati on system upon which any of the shares
of the Conpany are listed fromtinme to tineg;

"London St ock Exchange" means London Stock
Exchange Linmted;

"Nasdag St ock Market" neans an el ectronic

i nter-deal er quotation system operated by The
Nasdaq Stock Market, Inc., a subsidiary of the
Nati onal Association of Securities Dealers,

I nc.;

"Ordi nary Resol ution" neans a resol ution
passed by a sinple majority of votes cast at a
general neeting of the Conpany;

"Csl o Stock Exchange" neans the Gslo Stock
Exchange;

"paid up" nmeans paid up or credited as paid
up;

"Regi ster"” means the Regi ster of Sharehol ders
of the Company and includes any branch
Regi st er;

"Regi stered O fice" neans the registered
office for the tine being of the Conpany;

"Regi strar” neans Christiania Bank og
Kredi t kasse ASA, Verdi papirservice, or such

ot her person or body corporate who may from
time to tine be appointed by the Board in

pl ace of Christiania Bank og Kreditkasse ASA,
Ver di papi rservi ce, as Registrar of the Conpany
under these Bye-I| aws;

"Regi stration O fice" nmeans the place where
the Board nmay fromtine to tinme determne to
keep a branch Regi ster of Sharehol ders and
where (except in cases where the Board



Revi sed 12/ 22/ 97

ot herwi se directs) the transfer and docunents
of title are to be |odged for registration,;

"Seal " neans the common seal of the Conpany
and i ncludes any duplicate thereof;

"Secretary" includes a tenporary or assistant
Secretary and any person appoi nted by the
Board to performany of the duties of the
Secretary;,

"Shar ehol der" means a sharehol der of the
Conpany;

"these Bye-Laws" neans these Bye-Laws in their
present formor as fromtine to tinme anended;

"VPS" means the Verdi papirsentral en, the
conmput eri zed central share registry maintained
in OGslo, Norway, for bodies corporate whose
shares are listed for trading on the Gslo

St ock Exchange, and includes any successor
registry;

for the purpose of these Bye-Laws a body
corporate shall be deened to be present in
person if its representative duly authorized
pursuant to the Conpanies Acts is present;

words inporting the singular nunber enlyal so
i nclude the plural nunber and vice versa;

words inporting the masculine gender eonlyal so
i nclude the fem nine and neuter genders
respectively;

wor ds inmporting persons al so include conpanies
and associ ations or bodi es of persons, whether
cor porate or unincor por at ed;

references to witing shall include
typewiting, printing, |ithography, facsinmle,
phot ogr aphy and ot her nodes of reproducing or
reproduci ng words in a | egible and non-
transitory form

unl ess ot herw se defined herein, any words or
expressions defined in the Conpanies Acts in
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force at the date when these Bye-Laws or any
part thereof are adopted shall bear the sane
nmeani ng i n these Bye-Laws or such part (as the
case nay be);

. headi ngs in these Bye-Laws are inserted for
conveni ence of reference only and shall not
af fect the construction thereof.

REG STERED OFFI CE

The Registered O fice shall be at such place in
Bernmuda as the Board shall fromtinme to tine
appoi nt .

SHARE RI GHTS

Subj ect to the Conpani es Acts and any speci al
rights conferred on the hol ders of any other share
of class of shares, any share in the Conpany nay be
i ssued with or have attached thereto such
preferred, deferred, qualified or other specia
rights or such restrictions, whether in regard to
di vidend, voting, return erof capital or otherw se,
as the Conpany may by Ordinary Resol ution
det er mi ne.

Subj ect to the Conpani es Acts, any preference
shares may, with the sanction of an Ordinary
Resol ution, be issued on terns:

(a) that they are to be redeened on the happening
of a specified event or on a given date;
and/ or

(b) that they are liable to be redeened at the
option of the Conpany; and/or

(c) if authorized by the Menoranduni | ncorporating
Act of the Conpany, that they are liable to be
redeened at the option of the hol der.

The ternms and nmanner of redenption shall be either
as the Conpany may in general neeting determ ne or,
in the event that the Conpany in general neeting
may have so authorized, as the Board of Directors
or any commttee thereof nay by resol ution
determ ne before the issuance of such shares.
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MODI FI CATI ON OF RI GHTS

Subj ect to the Conpanies Acts, all or any of the
rights for the tinme being attached to any cl ass of
shares for the tinme being issued may fromtinme to
time (whether or not the Conpany is being wound up)
be altered or abrogated with the consent in witing
of the holders of not |ess than seventy-five
percent in nom nal value of the issued shares of
that class or with the sanction of a resolution
passed by a majority of seventy-five percent of the
votes cast at a separate general neeting of the

hol ders of such shares voting in person or hy
proxy. To any such separate general neeting, al
the provisions of these Bye-Laws as to genera

neeti ngs of the Conpany shall mutatis nutandis
apply, but so that:

(a) the necessary quorum at any such neeting shal
be two or nore persons (or in the event that
there is only one holder of the shares of the
rel evant cl ass, one person) hol ding or
representing by proxy in the aggregate at
| east one third in nom nal value of the shares
of the relevant class;

(b) every hol der of shares of the relevant cl ass
present in person or by proxy shall be
entitled on a poll to one vote for every such
share held by him and

(c) any holder of shares of the relevant class
present in person or by proxy may demand a
pol | .

The rights conferred upon the hol ders of any shares
or class of shares shall not, unless otherw se
expressly provided in the rights attaching to or
the ternms of issue of such shares, be deened to be
altered by the creation or issue of further shares
ranki ng pari passu therewth.
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SHARES

Subj ect to the provisions of these Bye-Laws, the
uni ssued shares of the Conpany (whether form ng
part of the original capital or any increased
capital) shall be at the disposal of the Board,
which may offer, allot, grant options over or

ot herwi se di spose of themto such persons at such
times and for such consideration and upon such
ternms and conditions as the Board nmay deterni ne.

The Board may in connection with the issue of any
shares exercise all powers of paying comr ssion and
br okerage conferred or permtted by |aw

Except as ordered by a court of conpetent
jurisdiction, as required by |aw or as ot herw se
provided in these Bye-Laws, no person shall be
recogni zed by the Conpany as hol di ng any share upon
trust and the Conpany shall not be bound by or
required in any way to recogni ze (even when havi ng
notice thereon) any equitable, contingent, future
or partial interest in any share or any interest in
any fractional part of a share or any other right
in respect of any share except an absolute right to
the entirelyentirety thereof in the registered

hol der .

No shares shall be issued until they are fully paid
except as may be prescribed by an Ordinary
Resol uti on.

CERTI FI CATES

The preparation, issue and delivery of certificates
shal |l be governed by the Conpanies Acts. A person
whose nane is entered in the Register as the hol der
of any shares shall be entitled to receive within
two months of a demand for sane a certificate for
such shares under the Seal of the Conpany as prinm
faci e evidence of title of such person to such
shares. |In the case of a share held jointly by
several persons, delivery of a certificate for such
share to one of several joint holders shall be
sufficient delivery to all

If a share certificate is defaced, |ost or
destroyed it may hbe replaced without fee but on
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such terns (if any) as to evidence, and-indemity
and to—paynment of the costs and out of pocket
expenses of the Conpany in investigating such

evi dence and preparing such indemity as the Board
may think fit and, in case of defacenent, on
delivery of the old certificate to the Conpany.

Al'l certificates for share or |oan capital or other
securities of the Conmpany (other than letters of
allotnent, scrip certificates and other I|ike
docunents) shall, except to the extent that the
terms and conditions for the time being relating
thereto otherw se provide, be issued under the
Seal. The Board may by resol ution determ ne,
either generally or in any particul ar case, that
any signatures on any such certificates need not be
aut ographi ¢ but nay be affixed to such certificates
by mechani cal nmeans or may be printed thereon or
that such certificates need not hebe signed by any
persons.

LI EN

The Conpany shall have a first and paranount |ien
on every share (not being a fully paid share) for
al | noneys, whether presently payabl e or not,

call ed or payable, at a date fixed by or in
accordance with the terns of issue of such share in
respect of such share, and the Conpany shall also
have a first and paranmount |ien on every share
(other than a fully paid share) standing registered
in the nane of a Sharehol der, whether singly or
jointly with any other person, for all the debts
and liabilities of such Shareholder or his estate
to the Conpany, whether the sane shall have been

i ncurred before or after notice to the Conpany of
any interest of any person other than such

Shar ehol der, and whether the tine for the paynent
or discharge of the sanme shall have actually
arrived or not, and notw thstanding that the sane
are joint debts or liabilities of such Sharehol der
or his estate and any ot her person, whether a

Shar ehol der or not. The Conpany’s lien on a share
shall extend to all dividends payable thereon. The
Board may at any time, either generally or in any
particul ar case, waive any lien that has arisen or
declare any share to be wholly or in part exenpt
fromthe provisions of this Bye-Law.
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The Conpany nmay sell, in such manner as the Board
may think fit, any share on which the Conpany has a
lien, but no sale shall be made unl ess some sumin
respect of which the lien exists is presently
payabl e nor until the expiration of fourteen days
after a notice in witing stating and denmandi ng
paynment of the sum presently payabl e and giving
notice of the intention to sell in default of such
paynment has been served on the holder for the tine
bei ng of the share.

The net proceeds of sale by the Conpany of any
shares on which it has a lien shall be applied in
or towards paynent or discharge of the debt or
liability in respect of which the lien exists so
far as the sane is presently payable, and any
residue shall (subject to a like lien for debts or
liabilities not presently payable as existed upon
the share prior to the sale) be paid to the hol der
of the share immedi ately before such sale. For
giving effect to any such sale the Board nay

aut hori ze sone person to transfer the share sold to
t he purchaser thereof. The purchaser shall be
regi stered as the hol der of the share and he shal
not be bound to see to the application of the

pur chase noney nor shall his title to the share be
affected by any irregularity or invalidity in the
proceedi ngs relating to the sale.

CALLS ON SHARES

The Board nay fromtine to time nake calls upon the
Shar ehol ders i n respect of any noneys unpaid on
their shares (whether on account of the par val ue
of the shares or by way of prem um and not by the
ternms of issue thereof nade payable at a date fixed
by or in accordance with such terns of issue, and
each Sharehol der shall (subject to the Conpany
serving upon himat |east fourteenseven days notice
specifying the tinme or tines and place of paynent)
pay to the Conpany at the tinme or tinmes and pl ace
so specified the anmount called on his shares. A
call nmay be revoked or postponed as the Board may
det er mi ne.

A call may be made payable by installnents and
shall be deened to have been nade at the tine when
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the resolution of the Board authorizing the cal
was passed.

The joint holders of a share shall be jointly and
severally liable to pay all calls in respect
t her eof .

If a sumcalled in respect of the share shall not
be paid before or on the day appointed for paynent
t hereof, the person fromwhomthe sumis due shal
pay interest on the sumfromthe day appointed for
t he paynment thereof to the time of actual paynent
at such rate as the Board may determ ne, but the
Board shall be at liberty to waive paynent of such
interest wholly or in part.

Any sum which, by the terns of issue of a share,
becones payable on allotnment or at any date fixed
by or in accordance with such terns of issue,

whet her on account of the nom nal anount of the
share or by way of premum shall for all the

pur poses of these Bye-Laws be deened to be a cal
duly nmade, notified and payabl e on the date on

whi ch, by the terns of issue, the same becones
payabl e and, in case of non-paynent, all the

rel evant provisions of these Bye-Laws as to paynent
of interest, forfeiture or otherwi se shall apply as
i f such sum had becone payable by virtue of a cal
duly nmade and notifi ed.

The Board nmay on the issue of shares differentiate
bet ween the allottees or holders as to the anount
of calls to be paid and the tinmes of paynent.

FORFEI TURE OF SHARES

If a Shareholder fails to pay any call or

install ment of a call on the day appointed for
paynment thereof, the Board may at any tine
thereafter during such tinme as any part of such
call or installment remai ns unpaid serve a notice
on himrequiring paynment of so rmuch of the call or
install ment as is unpaid, together with any

i nterest which nmay have accrued.

The notice shall nane a further day (not being | ess

than fourteen days fromthe date of the notice) on
or before which, and the place where, the paynent

10
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required by the notice is to be made and shal
state that, in the event of non-paynent on or
before the day and at the place appointed, the
shares in respect of which such call is nmade or
installnment is payable will be liable to be
forfeited. The Board may accept the surrender of
any share liable to be forfeited hereunder and, in
such case, reference in these Bye-Laws to
forfeiture shall include surrender

If the requirenments of any such notice as aforesaid
are not conpiled with, any share in respect of

whi ch such notice has been given may at any tine
thereafter, before paynent of all calls or

install nents and interest due in respect thereof
has been nade, be forfeited by a resolution of the
Board to that effect. Such forfeiture shal

i nclude all dividends declared in respect of the
forfeited shares and not actually paid before the
forfeiture

When any share has been forfeited, notice of the
forfeiture shall be served upon the person who was
before forfeiture the hol der of the share; but no
forfeiture shall be in any manner invalidated by
any oni ssion or neglect to give such notice as

af or esai d.

A forfeited share shall be deenmed to be the
property of the Conpany and may be sold, re-offered
or otherw se disposed of either to the person who
was, before forfeiture, the hol der thereof or
entitled thereto or to any other person upon such
terns and in such manner as the Board shall think
fit, and, at any tine before a sale, re-all otnent
or disposition, the forfeiture may be cancel ed on
such terns as the Board may think fit.

A person whose shares have been forfeited shal

t her eupon cease to be a Sharehol der in respect of
the forfeited shares, but shall, notw thstanding
the forfeiture, remain liable to pay to the Conpany
all nmoneys which at the date of forfeiture were
presently payable by himto the Conpany in respect
of the shares with interest thereon at such rate as
the Board nay deternmine fromthe date of forfeiture
until paynent, and the Conpany nay enforce paynent

11
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wi t hout bei ng under any obligation to nmake any
al | owance for the value of the shares forfeited.

An affidavit in witing that the deponent is a
Director or the Secretary and that a share has been
duly forfeited on the date stated in the affidavit
shal | be concl usive evidence of the facts therein
stated as against all persons clainmng to be
entitled to the share. The Conpany may receive the
consideration (if any) given for the share on the
sale, re-allotnent or disposition thereof and the
Board may aut horize sone person to transfer the
share to the person to whomthe sane is sold, re-
all otted or disposed of, and he shall thereupon be
regi stered as the hol der of the share and shall not
be bound to see to the application of the purchase
noney (if any) nor shall his title to the share be
affected by any irregularity or invalidity in the
proceedings relating to the forfeiture, sale, re-

al l ot nent or disposal of the share.

REG STER OF SHAREHOLDERS

The Secretary shall establish and naintain the

Regi ster of Sharehol ders at the Registered Ofice
in the manner prescribed by the Conpani es Acts.

Unl ess the Board ot herw se determ nes, the Register
of Sharehol ders shall be open to inspection in the
manner prescribed by the Conpani es Acts between

10: 00 a.m and 12: 00 noon on every working day.

Unl ess the Board so determ nes, no Sharehol der or

i nt endi ng Shar ehol der shall be entitled to have
entered in the Register any indication of any trust
or any equitable, contingent, future or parti al
interest in any share or any interest in any
fractional part of a share and if any such entry
exists or is pernmitted by the Board it shall not be
deened to abrogate any of the provisions of Bye-
Law 9.

Subj ect to the Conpani es Act, the Conpany nay keep
a branch Regi ster of Shareholders in any place, and
the Board nmay make and vary such regulations as it
determ nes in respect of the keeping of any such
Regi ster and naintaining a Registration Ofice in
connection therewth.

12
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REG STER OF DI RECTORS AND OFFI CERS

The Secretary shall establish and naintain a

regi ster of the Directors and Oficers of the
Conpany as required by the Conpanies Acts. The
regi ster of Directors and Oficers shall be open to
i nspection in the manner prescribed by the
Conpani es Acts between 10:00 a.m and 12: 00 noon on
every wor ki ng day.

TRANSFER OF SHARES

Subj ect to the Conpanies Acts and to such of the
restrictions contained in these Bye-Laws as nay be
applicable and to the provisions of any applicable
United States securities laws including wthout
limtation the United States Securities Act, 1933,
as amended, and the rul es pronul gated thereunder,
any Sharehol der nay transfer all or any of his
shares by an instrunent of transfer in the usua
common formor in any other formwhich the Board
may approve.

The instrunment of transfer of a share shall be
signed by or on behalf of the transferor and, where
any share is not fully-paid, the transferee. The
transferor shall be deened to remain the hol der of
the share until the nanme of the transferee is
entered in the Register in respect thereof. Should
t he Conpany be permitted to do so under the | aws of
Bermuda, the Board may, either generally or in any
particul ar case, upon request by the transferor or
the transferee, accept nmechanically or

el ectronically (including a transfer by a London

St ock Exchange nomi nee to whomno certificate was

i ssued) executed transfer and may al so make such
regul ations with respect to transfer in addition to
t he provisions of these Bye-Laws as it considers
appropriate. The Board may, in its absolute

di scretion, decline to register any transfer of any
share which is not a fully-paid share.

The Board shall decline to register the
transfer of any share, and shall direct the
Regi strar to decline (and the Registrar shal
decline) to register the transfer of any
interest in any share held through the VPS, to
a person where the Board is of the opinion

13
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that such transfer m ght breach any | aw or
requi renent of any authority or any Listing
Exchange until it has received such evidence
as it may require to satisfy itself that no
such breach woul d occur

The Board nay decline to register the transfer
of any share, and may direct the Registrar to
decline (and the Registrar shall decline if so
requested) to register the transfer of any
interest in any share held through the VPS, if
the registration of such transfer woul d be
likely, in the opinion of the Board, to result
in fifty percent or nore of the aggregate

i ssued share capital of the Conmpany or shares
of the Conmpany to which are attached fifty
percent or nore of the votes attached to al
out st andi ng shares of the Conpany being held
or owned directly or indirectly, (including,
without limtation, through the VPS) by a
person or persons resident for tax purposes in
Norway (or such other jurisdiction as the
Board may nominate fromtinme to tine),

provi ded that this provision shall not apply
to the registration of shares in the nane of

t he Regi strar as noni nee of persons whose
interests in such shares are reflected in the
VPS, but shall apply, mutatis nutandis, to
interests in shares of the Conpany held by
persons through the VPS.

For the purposes of this Bye-Law, each

Shar ehol der (other than the Registrar in
respect of those shares registered in its nane
in the Register as nom nee of persons whose
interests in such shares are reflected in the
VPS) shall be deened to be resident for tax
purposes in the jurisdiction specified in the
address shown in the Register for such

Shar ehol der, and each person whose interests
in shares are reflected in the VPS shall be
deened to be resident for tax purposes in the
jurisdiction specified in the address shown in
the VPS for such person. |[|f such Sharehol der
or person is not resident for tax purpose in
such jurisdiction or if there is a subsequent
change in his residence for tax purposes, such

14
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Shar ehol der shall notify the Conpany
i mredi ately of his residence for tax purposes.

Wher e any Sharehol der or person whose
interests in shares are reflected in the VPS
fails to notify the Conpany in accordance with
the foregoing, the Board and the Regi strar may
suspend si ne die such Sharehol der’s or
person’s entitlenent to vote or otherw se
exercise any rights attaching to the shares or
interests therein and to receive paynents of

i ncome or capital which beconme due or payable
in respect of such shares or interests and the
Company shall have no liability to such

Shar ehol der or person arising out of the late
paynment or non-paynent of such suns and the
Conmpany may retain such suns for its own use
and benefit. In addition to the foregoing the
Board and the Registrar nmay di spose of the
shares in the Conpany or interests herein of
such Sharehol der or person at the best price
reasonably obtainable in all the

ci rcunstances. Were a notice inform ng such
Shar ehol der or person of the proposed di sposa
of his shares or interests therein has been
served, his shares or interest therein my not
be transferred otherw se than in accordance
with this Bye-Law 34 and any ot her purported
transfer of such shares or interests therein
shall not be registered in the books of the
Conmpany or the VPS and shall be null and void.

The provision of these Bye-Laws relating to
the protection of purchaser of shares sold
under lien or upon forfeiture shall apply
mutatis mutandis to a disposal of shares or
interests therein by the Conpany or the
Regi strar in accordance with this Bye-Law.

Wthout Iimting the generality of the
foregoi ng, the Board nay al so decline to
regi ster any transfer unless:-

(i) the instrunent of transfer is duly
stanped and | odged wi th the Conpany
acconpani ed by the certificate for the
shares to which it relates if any and
such ot her evidence as the Board may

15
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reasonably require to show the right of
the transferor to make the transfer;

(i) the instrunment of transfer is in respect
of only one class of share-; and

(iii) where applicable, the perm ssion of the
Ber muda Monetary Authority with respect
t heret o has been obt ai ned.

Subj ect to any directions of the Board from
time to tine in force the Secretary may
exerci se the powers and di scretion>-s of the
Board under this Bye-Law and Bye-Laws 33 and
35.

If fifty percent or nore of the aggregate

i ssued share capital of the Conmpany or shares
to which are attached fifty percent or nore of
the votes attached to all outstandi ng shares
of the Conpany are found to be held or owned
directly or indirectly (including, wthout
limtation, through the VPS) by a person or
persons resident for tax purposes in Norway
(or such other jurisdiction as the Board may
nomnate fromtinme to tine), other than the
Regi strar in respect of those shares
registered in its nane in the Register as

nom nee of persons whose interests in such
shares are reflected in the VPS, the Board
shal I nmake an announcenent to such effect

t hrough the Gsl o Stock Exchange, and the Board
and the Registrar shall thereafter be entitled
and required to di spose of such nunber of
shares of the Conpany or interests therein
hel d or owned by such persons as will result
in the percentage of the aggregate issued
share capital of the Conpany held or owned as
aforesaid being less than fifty percent, and,
for these purposes, the Board and the

Regi strar shall in such case dispose of shares
or interests therein owed by persons resident
for tax purposes in the relevant jurisdiction
in question on the basis that the shares or
interests therein nost recently acquired shal
be the first to be disposed of (i.e. on the
basis of |ast acquired first sold) save where
there is a breach of the obligation to notify

16
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tax residency pursuant to the foregoing,
whi ch event the shares or interests there
t he person in breach thereof shall be sold
first. Shareholders shall not be entitled to
rai se any objection to the disposal of their
shares, but the provisions of these Bye-lLaws
relating to the protection of purchasers of
shares sold under lien or upon forfeiture
shall apply nutatis nmutandis to any di sposal
of shares or interests therein made in
accordance with this Bye-Law.

n
n of

If the Board declines to register a transfer it
shall, within sixty days after the date on which
the instrunent of transfer was | odged, send to the
transferee notice of such refusal.

No fee shall be charged by the Conpany for

regi stering any transfer, probate, letters of

adm nistration, certificate of death or narriage,
power of attorney, distringas or stop notice, order
of court or other instrunment relating to or
affecting the title to any share, or otherw se
maki ng an entry in the Register relating to any
share.

TRANSM SSI ON OF SHARES

In the case of the death of a Sharehol der, the
survivor or survivors, where the deceased was a
joint holder, and the estate representative, where
he was sol e hol der, shall be the only person
recogni zed by the Conpany as having any title to
hi s shares; but nothing herein contai ned shal

rel ease the estate of a deceased hol der (whet her
the-sole or jointly) fromany liability in respect
of any share held by himsolely or jointly with

ot her persons. For the purpose of this Bye-Law,
estate representative neans the person to whom
probate or letters of adm nistration has or have
been granted in Bermuda or, failing any such
person, such other person as the Board may in its
absol ute discretion determ ne to be the person
recogni zed by the Conpany for the purpose of this
Bye- Law.

Any person becomng entitled to a share in
consequence of the death of a Sharehol der or

17
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ot herwi se by operation of applicable |aw may,

subj ect as hereafter provided and upon such

evi dence being produced as nay fromtine to tinme be
required by the Board as to his entitlenent, either
be regi stered hinself as the hol der of the share or
el ect to have sone person nom nated by him

regi stered as the transferee thereof. |If the
person so becomng entitled elects to be registered
hi nsel f, he shall deliver or send to the Conpany a
notice in witing signed by himstating that he so
elects. If he shall elect to have anot her person
regi stered, he shall signify his election by
signing an instrunment of transfer of such share in
favor of that other person. All the |imtations,
restrictions and provisions of these Bye-Laws
relating to the right to transfer and the

regi stration of transfer of shares shall be
applicable to any such notice or instrunment of
transfer as aforesaid as if the death of the

Shar ehol der or other event giving rise to the
transm ssion had not occurred and the notice or
instrunment of transfer was an instrunent of
transfer shared by such Sharehol der.

A person becom ng entitled to a share in
consequence of the death of a Sharehol der or

ot herwi se by operation of applicable |aw shal

(upon such evi dence being produced as nay fromtine
to time be required by the Board as to his
entitlenent) be entitled to receive and nay give a
di scharge for any dividends or other noneys payabl e
in respect of the share, but he shall not be
entitled in respect of the share to receive notices
of or to attend or vote at general neetings of the
Conmpany or, save as aforesaid, to exercise in
respect of the share any of the rights or
privileges of a Shareholder until he shall have
becone regi stered as the hol der thereof. The Board
may at any tine give notice requiring such person
to elect either to be registered hinself or to
transfer the share and if the notice is not
conplied with within sixty days the Board may
thereafter wi thhold paynment of all dividends and

ot her noneys payable in respect of the shares until
the requirenments of the notice have been conplied
Wit h.

18
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Subj ect to any directions of the Board fromtinme to
time in force, the Secretary may exercise the
powers and di scretions of the Board under

Bye- Laws 37, 38 and 39.

DI SCLOSURE OF MATERI AL | NTERESTS

a)— Any person (other than the Registrar in
respect of those shares registered in its nane
in the Register as the nom nee of persons
whose interests in such shares are reflected
in the VPS) who acquires or disposes of an
interest in shares to the effect that the
requi renents of the Gslo Stock Exchange in
effect fromtine to tinme concerning the duty
to flag changes in a person’s interest in
shares require such changes to be notified
shall notify the Registrar imrediately of such
acqui sition or disposal and the resulting
i nterest of that person in shares.

b) — For the purposes of this Bye-Law, a person
shal| be deened to have an interest in shares:

(i) owned by such person’s spouse, m nor
child or cohabitant;

(i) owned by any body corporate in which such
person owns shares representing the
majority of the votes attaching to all of
t he i ssued and outstandi ng shares of such
body corporate or over which he has as
owner of shares in such body corporate or
by virtue of an agreenent a determ ning
i nfl uence and a substanti al
partici pationy- (as those terns are
I nterpreted by the Norwegian courts from
time totine)~ in the results of such
body corporate’ s operations:

(iii) owned by any person w th whom such person
acts in concerty (as such termis
interpreted fromtinme to tinme by the Gslo
St ock Exchange), by virtue of any
agreenent or otherw se; and

(iv) regi stered in the nane of the Registrar
in the Register as nom nee of such person
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or of any person referred to in
clause (i), (ii), or (iii) inrelation to
such person-;

(v) whi ch are issuable on the exercise of any

options, convertible bonds, subscription
rights and-or any other rights to acquire
shares in which such person has an

i nterest;

(vi) subject to a lien or other security

interest in favor of such person;

(vii) whi ch are issuable on the exercise of

purchase rights, preenption rights, or
other rights related thereto in which
such person has an interest and which are
activated by the acquisition, disposal or
conversi on of shares;

(viii) subj ect of any other agreed restriction

(c)

(d)

on a Shareholder’s right to dispose of
same or to exercise such Sharehol der’s
rights as a Sharehol der, in favor of such
person, except agreenents to separate the
di vidend right fromthe ownership right
of a share; and

(i x) in connection with the acquisition of

whi ch there was given guarantee of their
pur chase price by such person or such
person ot herwi se undertook a risk with
respect to the val ue thereof and which
guarantee or risk remai ns outstandi ng.

The Regi strar shall pronptly report any such
notification of interest to the OGslo Stock
Exchange and t he Conpany.

If a person fails to give notification of a
change in his interest in shares in accordance
with this Bye-Law 41 and the Board believes

t hat such person has acquired or disposed of
an interest in shares in circunstances in

whi ch he woul d be subject to the notification
requi renents of this Bye-lLaw 41, the Board
shall require the Registrar to serve upon that
person a notice:
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(i) requiring himto conply with the
notification requirenents in relation to
the change in his interest in shares; and

(ii) informng himthat, pending conpliance
with the notification requirenents, the
regi stered hol der or hol ders of the
shares in which that person is interested
shall not be entitled to vote or
ot herwi se exercise any rights attaching
to the shares to which the notice rel ates
nor shall such registered hol der or
hol ders be entitled to receive paynents
of income or capital which beconme due or
payabl e i n respect of such shares. The
regi stered holder’s or hol ders’
entitlenent to such paynents shall be
suspended pendi ng conpliance with the
notification requirenents wthout any
liability of the Conmpany to such hol der
or holders arising for |ate paynment or
nonpaynent and the Conpany may retain
such sums for its own use and benefit
during such period of suspension.

(e) The provisions of these Bye-Laws relating to
the protection of purchasers of shares sold
under a lien or upon forfeiture shall apply
mutatis nmutandis to disposals under this Bye-
Law 41

| NCREASE OF CAPI TAL

The Conpany nay fromtine to tinme increase its
capital by such sumto be divided into shares of
such par value as the Conpany by Ordinary

Resol ution shall prescribe.

The Conpany nay, by the Ordinary Resol ution
increasing the capital, direct that the new shares
or any of themshall be offered in the first

i nstance either at par or at a prem umor (subject
to the provisions of the Conpanies Act) at a

di scount to all the holders for the tinme being of
shares of any class or classes in proportion to the
nunber of such shares held by themrespectively or
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make any other provision as to the issue of the new
shares.

The new shares shall be subject to all the

provi sions of these Bye-Laws with reference to
lien, the paynent of calls, forfeiture, transfer,
transm ssi on and ot herw se.

ALTERATI ON OF CAPI TAL

The Conpany nay fromtine to tinme by O dinary
Resol ution: -

(a) divide its shares into several classes and
attach thereto respectively any preferential,
deferred, qualified or special rights,
privileges or conditions:;

(b) consolidate and divide all or any of its share
capital into shares of |arger par val ue than
its existing sharess;

(c) sub-divide its shares or any of theminto of
shares of smaller anountpar—value than is
fixed by its nmenorandum so, however, that in
t he sub-division the proportion between the
anount paid and the anount, if any, unpaid on
each reduced share shall be the sane as it was
in the case of the share fromwhich the
reduced share is derived:;

(d) nmke provision for the issue and all ot nent of
shares which do not carry any voting rights:;

(e) ~cancel shares which at the date of the passing
of the resolution in that behalf have not been
taken or agreed to be taken by any person,- and
di mi ni sh the anount of its share capital by
t he ambunt of the shares so cancell ed; and

(f) change the currency denonination of its share
capi tal

Where any difficulty arises in regard to any

di vi sion, consolidation, or sub-division under this
Bye-Law, the Board may settle the sanme as it thinks
expedi ent and, in particular, may arrange for the
sale of the shares representing fractions and the
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distribution of the net proceeds of sale in due
proporti on anongst the Sharehol ders who woul d have
been entitled to the fractions, and, for this

pur pose, the Board may authorize sone person to
transfer the shares representing fractions to the
pur chaser thereof, who shall not be bound to see to
the application of the purchase noney nor shall his
title to the shares be affected by any irregularity
or invalidity in the proceedings relating to the
sal e.

Subj ect to the provisions of the Conmpani es Act and
to any confirmation or consent required bye-lawby

| aw or these Bye-Laws, the Conpany nay by O dinary
Resolution fromtine to tine convert any preference
shares into redeemabl e preference shares.

The Conpany nay fromtine to tinme purchase its own
shares on such terns and in such manner as may be
aut hori zed by the Board of Directors, subject to
the rules, if applicable, of the London Stock
Exchange, the Nasdag Stock Market and the Gslo

St ock Exchange. Subject—to-the provisions—of-the
: I ol : I I

purchasesmade pursuant—to-{(a)-and-(b)-above
shall—be-In the event the Conpany conducts a tender
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offer for its shares, any such offer which is made
through the facilities of the Gslo Stock Exchange

shal | be expressed
as bei ng conditional upon no Sharehol ders or
persons resident for tax purposes in Norway (or
such other jurisdiction as the Board may nom nate
fromtime to tine)- owning or controlling fifty
percent or nore of the issued share capital or the
votes attaching to the issued and outstandi ng share
capital of the Conpany foll ow ng such purchase.

Any share so purchased shall be treated as
cancel | ed, and the anount of the Conpany’s issued
share capital shall be dimnished by the non na
val ue of the shares purchased, but such purchase
shall not be taken as reducing the anount of the
Conpany’ s aut hori zed share capital.

REDUCTI ON OF CAPI TAL

Subj ect to the Conpanies Acts, its menorandum and
any confirmation or consent required by | aw or

t hese Bye-Laws, the Conpany nay fromtine to tine
by Ordinary Resol ution authorize the reduction of
its issued share capital or any capital redenption
reserve fund or any share prem um or contri buted
surplus account in any nanner.

In relation to any such reduction the Conpany nay
by Ordinary Resolution determne the terns upon
whi ch such reduction is to be effected, including,
in the case of a reduction of part only of a class
of shares, those shares to be affected.

GENERAL MEETI NGS

The Board shall convene and the Conpany shall hold
general neetings as Annual General Meetings in
accordance with the requirenents of the Conpanies
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Acts at such tines and places subject to the
limtation set out bel ow as the Board shal

appoi nt. The Board nmay whenever it thinks fits,
and shall when required by the Conpani es Acts,
convene general neetings other than Annual Cenera
Meet i ngs which shall hbe call ed Special Genera
Meetings. Any such Annual or Special Cenera
Meeting shall be held at any place other than

Nor way.

NOTI CE OF GENERAL MEETI NGS

An Annual General Meeting shall be called by not

| ess than seven days notice in witing and a
Speci al CGeneral Meeting shall be called by not |ess
t han seven days notice in witing. The notice
period shall be exclusive of the day on which the
notice is served or deened to be served and of the
day on which the neeting to which it relates is to
be held and shall specify the place, day and tine
of the nmeeting, and in the case of a Speci al

General Meeting, the general nature of the business
to be considered. Notice of every general neeting
shall be given in any manner permtted by Bye-

Laws 1276 and 1287 to all Sharehol ders.

Not wi t hstandi ng that a neeting of the Conpany is
call ed by shorter notice than that specified in
this Bye-Law, it shall be deemed to have been duly
called if it is so agreed: -

(a) Hn the case of a neeting called as an Annual
General Meeting by all the Sharehol ders
entitled to attend and vote thereat;

(b) H n the case of any other neeting by a
majority in nunber of the Sharehol ders having
the right to attend and vote at the neeting,
being a majority together holding not |ess
than ninety-five percent in nonm nal val ue of
the shares giving that right;—

provi ded that notw thstandi ng any provision of

t hese Bye-Laws, no Sharehol der shall be entitled to
attend any general neeting unless notice in witing
of the intention to attend and vote in person or by
proxy signed by or on behalf of the Sharehol der
(together with the power of attorney or other
authority, if any, under which it is signed or a
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notarially certified copy thereof) addressed to the
Secretary is deposited (by post, courier, facsimle
transm ssion or other electronic neans) at the

Regi stered O fice at |east 48 hours before the tine
appoi nted for hol ding the general neeting or

adj our nnent t hereof.

The accidental om ssion to give notice of a neeting
or (in cases where instrunents of proxy are sent
out with the notice) the accidental om ssion to
send such instrunment of proxy to or the non-receipt
of notice of a neeting or such instrunment of proxy
by any person entitled to receive such notice shal
not invalidate the proceedings at that neeting.

The Board nay convene a Special General Meeting
whenever it thinks fit. A Special General Meeting
shall al so be convened by the Board on the witten
requi sition of Sharehol ders hol ding at the date of
the deposit of the requisition not |ess than one
tenth in nom nal value of the paid-up capital of

t he Conpany which as at the date of the deposit
carries the right to vote at a general neeting of

t he Conpany. —Fhe—requi-si-tionh—ust—state-the

The requisition nust state the purposes of the
nmeeti ng and nust be signed by the requisitionists
and deposited at the registered office of the
Conpany, and may consi st of several docunents in
| i ke formeach signed by one or nore of the

requi sitionists.

PROCEEDI NGS AT GENERAL MEETI NG

No busi ness shall be transacted at any general
neeting unless the requisite quorumis present when
the neeting proceeds to business, but the absence
of a quorum shall not preclude the appointnent,
choice or election of a chairman which shall not be
treated as part of the business of the neeting.
Save as ot herw se provided by these Bye-Laws, the
gquorum at any general neeting shall be constituted
by one or nore sharehol ders, either present in
person or represented by proxy, holding in the
aggregate shares carrying 33 1/ 3% of the voting
rights entitled to be exercised at such neeting. at

is—only—one-Sharehol der,—one-Sharehol der,—present
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: | I L hall L
a—quorum-for—all purposes—

If within five minutes (or such longer tine as the
chai rman of the neeting nmay deternmine to wait)
after the tine appointed for the nmeeting, a quorum
is not present, the neeting, if convened on the
requi sition of Sharehol ders, shall be dissol ved.

In any other case, it shall stand adjourned to such
ot her day and such other tinme and place as the

chai rman of the neeting may determ ne and at such
adj ourned neeting two Sharehol ders or, in the event
that there is only one Sharehol der, one

Shar ehol der, present in person or by proxy

(what ever the nunber of shares held by then) shal
be a quorum The Conpany shall give not |ess than
five days notice of any neeting adjourned through
want of a quorum and such notice shall state that
two Sharehol ders or, in the event that there is
only one Sharehol der, one Sharehol der, present in
person or by proxy (whatever the nunber of shares
hel d by then) shall be a quorum

A neeting of the Sharehol ders or any class thereof
may be held by nmeans of such tel ephone, electronic
or other comunication facilities as permt al
persons participating in the neeting to comrunicate
wi th each other sinmultaneously and instantaneously
and participation in such neeting shall constitute
presence in person at such neeting.

Each Director and the Conpany’s auditor and
Secretary shall be entitled to attend and speak at
any general neeting of the Conpany.

The Chairman (if any) of the Board or, in his
absence, the President shall preside as chairmn at
every general neeting. |If there is no such

Chai rman or President, or if at any neeting neither
the Chairman nor the President is present within
five minutes after the tinme appointed for hol ding
the neeting, or if neither of themis willing to
act as chairnean, the Directors present shal

choose one of their nunber to act efor if one
Director only is present he shall preside as
chairman if willing to act. If no Director is
present or+~ if each of the Directors present
declines to take the chair, the persons present and
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entitled to vote on a poll shall elect one of their
nunber to be chairman.

The chairman of the nmeeting may, with the consent
of those present at any neeting at which a quorum
is present (and shall if so directed by the
neeting), adjourn the neeting fromtine to tinme and
fromplace to place but no business shall be
transacted at any adjourned neeting except business
whi ch might awfully have been transacted at the
neeting fromwhich the adjournment took place.

When a neeting is adjourned for thirty days or

nore, notice of the adjuourned neeting shall be
given as in the case of an original neeting.

Save as expressly provided by these Bye-Laws, it
shall not be necessary to give any notice of an
adj ournnent or of the business to be transacted at
an adj ourned neeting.

VOT1 NG

Save where a greater majority is required by the
Conpani es Acts or these Bye-Laws, any question
proposed for consideration at any general neeting
shal |l be decided on by Ordinary Resol ution.

The Board nmay, with the sanction of an Ordinary
Resol uti on, anal gamate the Conpany w th anot her
conpany (whether or not the Conpany is the
surviving conpany and whet her or not such an

amal gamati on i nvol ves a change in the jurisdiction
of the Company).

At any general neeting, a resolution put to the
vote of the neeting shall be decided on a show of
hands unl ess (before or on the declaration of the
result of the show of hands or on the w thdrawal of
any ot her demand for a poll) a poll is demanded by:

(a) the chairman of the neeting; or

(b) at least three sharehol ders present in person
or represented by proxy; or

(c) any sharehol der or sharehol ders present in

person or represented by proxy and hol di ng
bet ween them not | ess than one tenth of the
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total voting rights of all the sharehol ders
having the right to vote at such neeting; or

(d) a sharehol der or sharehol ders present in
person or represented by proxy hol di ng shares
conferring the right to vote at such neeting,
bei ng shares on whi ch an aggregate sum has
been paid up equal to at |east
less—than-one-tenth of the total sum paid up
on all such shares conferring such right.

Unless a poll is so denanded and the demand is not
wi t hdrawn, a declaration by the chairman that a
resol uti on has, on a show of hands, been carried or
carried unani mously or by a particular majority or
not carried by a particular majority or |ost shall
be final and conclusive, and an entry to that
effect in the Mnute Book of the Conmpany shall be
concl usi ve evidence of the fact wi thout proof of

t he nunber of votes recorded for or against such
resol ution.

A poll demanded on the election of a chairmn, or
on a question of adjournnment, shall be taken
forthwith. A poll denmanded on a-any other question
shal | be taken in such manner and either forthwth
or at such time (being not later than three nonths
after the date of the demand) and pl ace as the

chai rman shall direct. It shall not be necessary
(unl ess the chairman otherw se directs) for notice
to be given of a poll.

The demand for a poll shall not prevent the

conti nuance of a neeting for the transaction of any
busi ness other than the question on which the pol
has been denanded and it may be w thdrawn at any
time before the close of the nmeeting or the taking
of the poll whichever is the earlier.

On a poll, votes may be cast either personally or
by proxy.

A person entitled to nore than one vote on a pol
need not use all his votes or cast all the votes he
uses in the sanme way.
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If a poll is duly demanded, the result of the pol
shall be deened to be the resolution of the neeting
at which the poll is demanded.

In the case of any equality of votes at a genera
neeti ng, whether on a show of hands or on a poll,
the chairman of such neeting shall not hbe entitled
to a second or casting vote.

Subj ect to the provisions of these Bye-Laws and to
any special rights or restrictions as to voting for
the tine being attached to any shares, every

Shar ehol der who is present in person or by proxy or
proxi es shall have one vote for every share of

whi ch he is the hol der.

In the case of joint holders of a share, the vote
of the senior joint holder who tenders a vote,

whet her in person or by proxy, shall be accepted to
t he exclusion of the votes of the other joint

hol ders, and for this purpose seniority shall be
determ ned by the order in which the nanes stand in
the Register in respect of the joint holding.

A Sharehol der who is a patient for any purpose of
any statute or applicable law relating to nental
health or in respect of whom an order has been made
by any Court having jurisdiction for the protection
or managenent of the affairs of persons incapable
of managing their own affairs nmay vote by his
receiver, commttee, curator bonis or other person
in the nature of a receiver, commttee or curator
boni s appoi nted by such Court and such receiver,
comm ttee, curator bonis or other person may vote
by proxy, and may otherw se act and be treated as
such Sharehol der for the purpose of genera
nmeet i ngs.
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No Sharehol der shall, unless the Board ot herw se
determ nes, be entitled to vote at any genera
neeting unless all calls or other suns presently
payabl e by himin respect of shares in the Conpany
have been pai d.

If (i) any objection shall be raised to the
qualification of any voter or (ii) any votes have
been counted whi ch ought not to have been counted
or which m ght have been rejected or (iii) any
votes are not counted which ought to have been
counted, the objection or error shall not vitiate
the decision of the neeting or adjourned neeting on
any resolution unless the same is raised or pointed
out at the neeting or, as the case may be, the

adj ourned neeting at which the vote objected to is
gi ven or tendered ' '

i i or at which the error occurs.
Any objection or error shall be referred to the
chai rman of the neeting and shall only vitiate the
deci sion of the neeting on any resolution if the
chai rman deci des that the sanme nmay have affected
the decision of the neeting. The decision of the
chai rman on such matters shall be final and
concl usi ve.

PROXI ES AND CORPORATE REPRESENTATI VES

A Shar ehol der may appoint one or nore proxies to
attend at a general neeting of the Conpany and to
vote on his behalf and proxi es appointed by a

si ngl e Sharehol der need not all exercise their vote
in the sane manner. The instrunent appointing a
proxy shall be in witing under the hand of the
appoi ntor or of his attorney authorized by himin
witing or, if the appointor is a body corporate,
either under its seal or under the hand of an

of ficer, attorney or other person authorized to
sign the sane.

Any Shar ehol der may appoi nt a standi ng proxy or (if
a body corporate) representative by depositing at
the Registered Ofice a proxy or (if a body
corporate) an authorization and such proxy or

aut hori zation shall be valid for all genera

neeti ngs and adj ournnents thereof until notice of
revocation is received at the Registered Ofice.
Where a standi ng proxy or authorization exists, its
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operation shall be deenmed to have been suspended at
any general neeting or adjournnment thereof at which
t he Shareholder is present or in respect of which

t he Sharehol der has specially appointed a proxy or
representative. The Board may fromtine to tine
require such evidence as it shall deem necessary as
to the due execution and continuing validity of any
such standi ng proxy or authorization and the
operation of any such standi ng proxy or

aut hori zation shall be deenmed to be suspended until
such time as the Board determines that it has

recei ved the requested evidence or other evidence
satisfactory to it.

Subj ect to Bye-Law 76, the instrunment appointing a
proxy together with such other evidence as to its
due execution as the Board may fromtine to tine
require, shall be delivered at the Registered
Ofice, at the place of the neeting, or at such

pl ace as nay be specified in the notice convening
the neeting or in any notice of any adjournnent,
or, in either case, in any docunment sent therewth,
prior to the holding of the neeting or adjourned
neeting at which the person named in the instrunent
proposes to vote or, in the case of —a poll taken
subsequent to the date of a neeting or adjourned
neeting, before the tine appointed for the taking
of the poll and in default the instrunment of proxy
shall not be treated as valid.

I nstrunents of proxy shall be in any conmon form or
in such other formas the Board may approve and the
Board may, if it thinks fit, send out with the
notice of any neeting fornms of instrunments of proxy
for use at that nmeeting. The instrunment of proxy
shall be deened to confer authority to vote on any
anmendnent of a resolution put to the neeting for
which it is given as the proxy thinks fit. The

i nstrument of proxy shall unless the contrary is
stated therein be valid as well for any adjournnent
of the neeting as for the neeting to which it

rel ates.

A vote given in accordance with the terns of an

i nstrument of proxy shall be valid notwthstanding
the previous death or insanity of the principal or
revocation of the instrunent ifof proxy or of the
authority under which it was executed, provided
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that no intimation in witing of such death,
insanity or revocation shall have been received by
t he Conpany at the Registered Ofice, the place of
the neeting or such other place as may be specified
for the delivery of instrunents of proxy in the
notice convening the neeting or other docunents
sent therewith before the commencenent of the
neeting or adjourned neeting, or the taking of the
poll, at which the instrunment of proxy is used.

Subj ect to the Conpanies Acts, the Board may at its
di scretion wai ve any of the provisions of these
Bye-Laws related to proxies or authorizations and,
in particular, nmay accept such verbal or other
assurances as it thinks fit as to the right of any
person to attend and vote on behal f of any

Shar ehol der at general neetings.

TRANSACTI ONS W TH PRI NCI PAL  SHAREHOL DERS

(a) Subject to paragraph (e) bel ow, where any
transaction with a Principal Sharehol der is
proposed, a circular nmust be sent to each
Shar ehol der.

(b) For the purposes of this Bye-Law

(i) "transaction with a Principa
Shar ehol der" means a transaction (other
than a transaction of a revenue nature in
the ordinary course of business) between
t he Conpany, or any of its subsidiaries,
and a Principal Sharehol der or an
Associ ate of a Principal Sharehol der; and

(i) "Princi pal Sharehol der" nmeans any person
(excluding the Registrar in respect of
t hose shares registered in its name on
t he Regi ster as nom nee of persons whose
interests in such shares are reflected in
the VPS and any bare trustee) who is, or
was Wi thin the twel ve nonths precedi ng
the date of the transaction, entitled to
exercise, or to control the exercise of,
whet her directly or indirectly (including
through interests in shares registered in
the nane of the Registrar on the Register
as noni nee of such person whose interests
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in such shares are reflected in the VPS),
twenty percent or nore of the votes
attaching to all of the issued shares.

Any circular sent to Sharehol ders in
accordance with paragraph (a) above shal

provi de sufficient infornmation to enabl e each
Shar ehol der to evaluate the effects of the
transaction on the Conpany or the rel evant
subsidi ary.

The provisions of paragraph (a) of this
Bye-Law shal | apply nutatis mutandis to any
variation or novation of an existing agreenent
bet ween the Conpany (or any of its
subsidiaries) and a Principal Sharehol der (or
Associ ate of a Principal Sharehol der) whet her
or not at the tinme that the original agreenent
was entered into- the latter party was a
Princi pal Sharehol der (or the Associate of a
Princi pal Sharehol der).

Not wi t hst andi ng t he foregoi ng, the provisions
of this Bye-Law 8% shall not apply to any of
the followi ng transacti ons:

(i) an i ssue of new shares for cash by the

Conmpany (or any of its subsidiaries); or

(i) the issue of shares of the Conpany (or of

any of its subsidiaries) pursuant to an
enpl oyee share schene of the Conpany (or
such subsidiary); or

(iii) an underwiting of all or part of an

i ssue of shares by the Conpany (or any of
its subsidiaries) where the consideration
pai d by the Conpany (or such subsidiary)

I n respect of such underwiting is no
nore than the usual comercia
underwiting consideration and is

determ ned on the sane basis as the

consi deration to be paid to the other
underwiters (if any); or

(iv) a transaction that is not material. For

t he purposes of this Bye-Law a
transaction shall be material where the

34



82.

83.

84.

Revi sed 12/ 22/ 97

mar ket val ue of the assets which are the
subj ect of the transaction (ignoring for
t hese purposes any rel ated i ndebt edness)
is greater than or equal to five percent
of the net assets of the Conpany as set
out in the latest audited accounts of the
Conmpany then available (or, if there are
none, in the |latest consolidated bal ance
sheet reported on by the auditors of the
Conpany) or, if less, U S. $20, 000, 000; or

(v) a transaction in which a Principa
Shar ehol der participates solely by virtue
of his shareholding in, or interests in
shares of, the Conpany and on a pro-rata
basis with the other hol ders of shares or
interests in shares of the rel evant class
of the Conpany, including, wthout
limtation, the declaration of a dividend
by the Conpany or other distribution of
assets of the Conpany.

APPO NTMENT AND REMOVAL OF DI RECTORS

The nunber of Directors shall be such nunmber not

| ess than two as the Conpany by Ordinary Resol ution
may fromtine to time determ ne and each Director
shall hold office until the next annual genera
neeting following his election or until his
successor is elected.

The Conpany shall at the Annual General Meeting and
may in a general neeting by Odinary Resol ution
determ ne the m ni num and the maxi num nunber of
Directors and may by Ordinary Resol ution determ ne
that one or nore vacancies in the Board shall be
deened casual vacancies for the purposes of these
Bye-Laws. Wthout prejudice to the power of the
Conmpany in any general neeting in pursuance of any
of the provisions of these Bye-Laws to appoi nt any
person to be a Director, the Board, so long as a
quorum of Directors remains in office, shall have
power at any tinme and fromtine to tinme to appoint
any individual to be a Director so as to fill a
casual vacancy.

The Conpany nmay in a Special General Meeting called
for that purpose renove a Director provided notice
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of any such neeting shall be served upon the
Director concerned not |ess than feurteen—fourteen
days before the neeting and he shall be entitled to
be heard at that neeting. Any vacancy created by
the renoval of a Director at a Special Genera
Meeting may be filled at the Meeting by the

el ection of another person as Director in his place
or, in the absence of any such election, by the

Boar d.

RESI GNATI ON AND DI SQUAL| FI CATI ON OF DI RECTORS

The office of a Director shall be vacated upon the
happeni ng of any of the follow ng events:

(a) if he resigns his office by notice in witing
delivered into the Registered Ofice or
tendered at a neeting of the Board,

(b) if he becomes of unsound m nd or a patient for
any purpose of any statute or applicable |aw
relating to nmental health and the Board
resol ves that he shall be renoved from office;

(c) if he becomes bankrupt or compounds with his
creditors;

(d) if he is prohibited by law from being a
Director; or

(e) —and-if he ceases to be a Director by virtue
of the Conpanies Acts or is renoved from
of fice pursuant to these Bye-Laws.

ALTERNATE DI RECTORS

(a) The Conpany may by Ordinary Resolution elect a
person or persons qualified to be Directors to
act as Directors in the alternative to any of
the Directors of the Conpany or nmay authorize
the Board to appoint such Alternate Directors
and a Director may appoint and renove his own
Alternate Director. Any appoi ntnment or renoval
of an Alternate Director by a Director shal
be effected by depositing a notice of
appoi ntnent or renoval with the Secretary at
the Registered Ofice, signed by such
Director, and such appoi ntnent or renoval
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shal | becone effective on the date of receipt
by the Secretary. Any Alternate Director may
be renoved by Ordinary Resol ution of the
Conmpany and, if appointed by the Board, nay be
renoved by the Board. Subject as aforesaid,
the office of Alternate Director shal

continue until the next annual el ection of
Directors or, if earlier, the date on which
the relevant Director ceases to be a Director.
An Alternate Director may al so be a Director
in his owm right and may act as alternate to
nore than one Director.

(b) A Drector nmay at any tine, by notice in
witing signed by himdelivered to the
Regi stered O fice of the Conpany er—at-the
Head-O-fice—or at a neeting of the Board,
appoi nt any person (i ncluding anot her
Director) to act as aAlternate Director in his
pl ace during his absence and may in like
manner at any tine determ ne such appoi nt nment.
| f such person is not another Director such
appoi nt nent unl ess previously approved by the
Board shall have effect only upon and subj ect
to being so approved. The appoi ntnent of an
aAlternate Director shall determ ne on the
happeni ng of any event, which, were he a
Director, would cause himto vacate such
office or if his appointor ceases to be a
Di rector.

DI RECTORS' FEES AND ADDI TI ONAL REMUNERATI ON AND EXPENSES

87.

The anmount, if any, of Directors’ fees shall from
time to tine be determ ned by the Conpany by
Ordinary Resolution and in the absence of a
determ nation to the contrary in general neeting,
such fees shall be deemed to accrue fromday to
day. Each Director may be paid his reasonable
traveling, hotel and incidental expenses properly
incurred in attending and returning from nmeetings
of the Board or commttees constituted pursuant to
t hese Bye-Laws or general neetings and shall be
paid all expenses properly and reasonably incurred
by himin the conduct of the Conpany’s business or
in the discharge of his duties as a Director. Any
Di rector who, by request, goes or resides abroad
for any purposes of the Conpany or who perforns
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services which in the opinion of the Board go
beyond the ordinary duties of a Director may be
pai d such extra renuneration (whether by way of
sal ary, conm ssion, participation in profits or
ot herwi se) as the Board may determ ne, and such
extra renmuneration shall be in addition to any
remunerati on provided for by or pursuant to any
ot her Bye-Law.

DI RECTORS' | NTERESTS

(a) A Drector nmay hold any other office or place
of profit with the Conpany (except that of
auditor) in conjunction wth his office of
Director for such period and upon such terns
as the Board may determ ne~ and may be paid
such extra renuneration therefor (whether by
way of salary, conm ssion, participation in
profits or otherw se) as the Board may
determ ne, and such extra remunerati on shal
be in addition to any renuneration provided
for by or pursuant to any other Bye-Law.

(b) A Drector may act by hinself or his firmin a
prof essi onal capacity for the Conpany
(otherwi se than as auditor) and he or his firm
shall be entitled to renmuneration for
prof essi onal services as if he were not a
Director.

(c) Subject to the provisions of the Conpanies
Acts, a Director nmay notwi thstanding his
office be a party to, or otherw se interested
i n- any transaction or arrangenent with the
Conpany or in which the Conpany is otherw se
i nterested- and may be a director or other
of ficer of, er—enployed by, er—a party to any
transaction or arrangenent with, or otherw se
i nterested iny- any body corporate pronoted by
t he Conpany or in which the Conpany is
interested. The Board may al so cause the
voti ng power conferred by the shares in any
ot her body corporate held or owned by the
Conmpany to be exercised in such manner in al
respects as it thinks fit, including the
exerci se thereof in favor of any resolution
appointing the Directors or any of themto be
directors or officers of such other body
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corporate, or voting or providing for the
paynment of renuneration to the directors or
of ficers of such other body corporate.

(d) So long as, where it is necessary, he declares
the nature of his interest at the first
opportunity at a neeting of the Board or by
witing to the Directors as required by the
Conpani es Acts, a Director shall not by reason
of his office be accountable to the Conpany
for any benefit which he derives from any
of fice or enploynent to which these Bye-Laws
all ow himto be appointed or from any
transaction or arrangenent in which these
Bye-Laws allow himto be interested, and no
such transaction or arrangenent shall be
| iable to be avoi ded on the ground of any
interest or benefit.

(e) Subject to the Conpanies Acts and any further
di scl osure required thereby, a general notice
to the Directors by a Director or officer
declaring that he is a director or officer or
has an interest in a person and is to be
regarded as interested in any transaction or
arrangenent made with that person, shall be a
sufficient declaration of interest in relation
to any transaction or arrangenent so nade.

PONERS AND DUTI ES OF THE BOARD

Subj ect to the provisions of the Conpanies Acts and
t hese Bye-Laws and to any directions given by the
Conmpany in general neeting, the Board shall nanage
t he busi ness of the Conpany and nay pay al
expenses incurred in pronoting and incorporating

t he Conpany and may exercise all the powers of the
Conmpany. No alteration of these Bye-Laws and no
such direction shall invalidate any prior act of

t he Board whi ch woul d have been valid if that
alteration had not been made or that direction had
not been given. The powers given by this Bye-Law
shall not be limted by any special power given to
the Board by these Bye-Laws and a neeting of the
Board at which a quorumis present shall be
conpetent to exercise all the powers, authorities
and discretions for the time being vested in or
exerci sabl e by the Board.
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The Board nmay exercise all the powers of the
Conmpany to borrow noney and to nortgage or charge
all or any part of the undertaking property and
assets (present and future) and uncall ed capital of
t he Conpany and to issue debentures and ot her
securities, whether outright or as coll ateral
security for any debt, liability or obligation of

t he Conpany or of any other persons.

Al'l checks, prom ssory notes, drafts, bills of
exchange and ot her instrunents, whether negotiable
or transferable or not, and all receipts for noney
paid to the Conpany shall be signed, drawn,

accept ed, endorsed or otherw se executed, as the
case nmay be, in such manner as the Board shall from
time to tine by resolution determ ne.

The Board on behal f of the Conmpany may provide
benefits, whether by the paynment of gratuities or
pensi ons or otherw se, for any person including any
Director or fornmer Director who has held any
executive office or enploynment with the Conpany or
with any body corporate which is or has been a
subsidiary or affiliate of the Conpany or a
predecessor in the business of the Conpany or of
any such subsidiary or affiliate, and to any nenber
of his famly or any person who is or was dependent
on him and nmay contribute to any fund and pay

prem uns for the purchase or provision of any such
gratuity, pension or other benefit, or for the

i nsurance of any such person in connection with the
provi si on of pensions. The Board may al so
establish and nmaintain any enpl oyees’ share schene,
share option or share incentive schene approved by
Ordi nary Resol uti on whereby sel ected enpl oyees of

t he Conpany or of any conpany which is a subsidiary
of the Conpany are given the opportunity of
acquiring shares in the capital of the Conpany on
the ternms and subject to the conditions set out in
such schenme and establish and (if any such schene
so provides) contribute to any schene for the
purchase by or transfer, allotnment or issue to
trustees of shares in the Conpany to be held for
the benefit of enployees (including Directors and
of ficers) of the Conpany and subject to the
Conpani es Act | end noney to such trustees or

enpl oyees to enabl e the purchase of such shares.
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The Board nay fromtine to time appoint one or nore
of its body to be a managi ng director, joint
managi ng director or an assi stant managi ng director
or to hold any other enploynent or executive office
with the Conpany for such period and upon such
ternms as the Board nay determ ne and may revoke or

term nate any such appoi ntments. Any-—such

——Any such
revocation or term nation as aforesaid shall be
wi t hout prejudice to any claimfor danmages that
such Director nmay have agai nst the Conpany or the
Conmpany may have agai nst such Director for any
breach of any contract of service between himand
t he Conpany which may be involved in such
revocation or termnation. Any person so appointed
shal |l receive such renuneration (if any), {(whether
by way of salary, conm ssion, participation in
profits or otherw se) as the Board nmay deternine,
and either in addition to or in lieu of his
remuneration as a Director.

DELEGATI ON OF THE BOARD S PONERS

The Board nay by power of attorney appoint any
conmpany, firmor person or any fluctuating body of
persons, whether nom nated directly or indirectly
by the Board, to be the attorney or attorneys of

t he Conpany for such purposes and with such power,
authorities and discretions (not exceeding those
vested in or exercisable by the Board under these
Bye- Laws) and for such period and subject to such
conditions as it may think fit, and any such power
of attorney nmay contain such provisions for the
protecti on and conveni ence of persons dealing with
any such attorney and of such attorney as the Board
may think fit, and may al so authorize any such
attorney to sub-delegate all or any of the powers,
authorities and discretions vested in him The
Board may revoke or vary any such del egati on of
power, but no person dealing in good faith with
such del egate wi thout notice of such revocation or
variation shall be affected by such revocation or
vari ati on.

The Board nmay entrust to and confer upon any
Director or officer or, without prejudice to the
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provi si ons of Bye-Law 97, other individual any of

t he powers exercisable by it upon such ternms and
conditions with such restrictions as it thinks fit,
and either collaterally with, or to the exclusion
of its own powers, and nay fromtine to time revoke
or vary all or any of such powers but no person
dealing in good faith and wi thout notice of such
revocation or variation shall be affected thereby.

The Board nay del egate any of its powers,
authorities and-or discretions to comittees,

consi sting of such person or persons (whether a
menber or menbers of its body or not) as it thinks
fit. Any commttee so forned shall, in the
exerci se of the powers, authorities and discretions
so del egated, conformto any regul ati ons whi ch nay
be i nposed upon it by the Board. The Board nay
revoke or vary any such del egation of its powers,
authorities and discretions, but no person dealing
in good faith and without notice of such revocation
or variation shall be affected thereby.

PROCEEDI NGS OF THE BOARD

The Board nmay neet for the despatch of business,
adj ourn and otherwi se regulate its neetings as it
thinks fit, provided that Board neetings are to be
hel d outsi de Norway and the United Kingdom
Questions arising at any neeting shall be
determned by a nmpgjority of votes cast. |In the
case of an equality of votes the notion shall be
deened to have been lost. A Director nmay, and the
Secretary on the requisition of a Director shall

at any tine sunmon a bBoard neeting.

Notice of a bBoard neeting shall be deemed to be
duly given to a Director if it is given to him
personal ly or by word of nouth or sent to him by
post, cable, telex, telecopier or other node of
representing or reproducing words in a |legible and
non-transitory format his |ast known address or
any ot her address given by himto the Conpany for
this purpose. A Director may waive notice of any
neeting either prospectively or retrospectively.

(a) The quorum necessary for the transaction of

t he busi ness of the Board nay be fixed by the
Board and, unless so fixed at any other
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nunber, shall be two—individuals constituting
a mpjority of the Board, provided that a
quorum shal | be-deened-not to-be present
unless a npjority of the Directors present are
not resident in Norway. Any Director who
ceases to be a Director at a bBoard neeting
may continue to be present and to act as a
Director and be counted in the quorumunti l
the term nation of the Board neeting if no
other Director objects and if otherw se a
quorum of Directors would not be present.

(b) Subject to the provisions of Bye-Law 89, a
Director who to his know edge is in any way,
whet her directly or indirectly, interested in
a contract or proposed contract, transaction
or arrangenent with the Conpany and has
conplied with the provisions of the Conpanies
Acts and these Bye-Laws with regard to
di scl osure of his interest shall be entitled
to vote in respect of any contract,
transaction or arrangenent in which he is so
interested and if he shall do so his vote
shal | be counted, and he shall be taken into
account in ascertaining whether a quorumis
present .

So long as a quorumof Directors remains in office,
the continuing Directors may act notw t hstandi ng
any vacancy in the Board but, if no such quorum
remai ns, the continuing Directors or a sole
continuing Director may act only for the purpose of
calling a general neeting.

The Chairman (if any) of the Board or, in his
absence, the President shall preside as chairmn at
every neeting of the Board. |If there is no such
Chai rman or President, or if at any neeting neither
the Chairman nor the President is present within
five minutes after the tinme appointed for holding
the neeting, or if neither of themis willing to
act as chairman, the Directors present may choose
one of their nunber to be chairman of the neeting.

The neetings and proceedi ngs of any conmttee

consi sting of two or nore nmenbers shall be governed
by the provisions contained in these Bye-Laws for
regul ating the neetings and proceedi ngs of the
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Board so far as the sane are applicable and are not
superseded by any regul ations inposed by the Board.

A resolution in witing signed by all the Directors
for the tine being entitled to receive notice of a
neeting of the Board or by all the nenbers of a
commttee for the tine being shall be as valid and
ef fectual as a resolution passed at a neeting of
the Board or, as the case may be, of such comittee
duly called and constituted. Such resolution my
be contai ned in one docunment or in severa

docunents in the like formeach signed by one or
nore of the Directors or nenbers of the conmttee
concer ned.

A neeting of the Board or a conmittee appointed by
the Board nmay be held by nmeans of such tel ephone,

el ectronic or other comunication facilities as
permt all persons participatienng in the neeting
to communi cate with each other sinultaneously and

i nstant aneously and participation in such a neeting
shall constitute presence in person at such
neeting. A neeting of the Board or conmttee

appoi nted by the Board held in the foregoi ng nanner
shall be deened to take place at the place where
the |l argest group of participating Directors or
conmi ttee nmenbers has assenbled or, if no such
group exists, at the place where the chairman of
the neeting participates. The Board or rel evant
conmttee shall use its best endeavours to ensure
that any such neeting is not deened to have been
hel d in Norway or the United Kingdom and the fact
that one or nore Directors nmay be present at such
tel econference by virtue of his being physically in
Norway or the United Kingdom shall not deem such
neeting to have taken place in Norway or the United
Ki ngdom

Al'l acts done by the Board or by any conmittee or
by any person acting as a Director or nenber of a
comm ttee or any person duly authorized by the
Board or any commttee, shall, notw thstanding that
it is afterwards discovered that there was sone
defect in the appointnent of any nmenber of the
Board or such conmmittee or person acting as
aforesaid or that they or any of themwere

di squalified or had vacated their office, be as
valid as if every such person had been duly
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appoi nted and was qualified and had continued to be
a Director, nenber of such conmttee or person so
aut hori zed.

OFFI CERS

The officers of the Conpany shall include a
President and a Vice-President who shall be
Directors and shall be elected by the Board as soon
as possible after the statutory neeting and each
annual general neeting. |In addition, the Board may
appoi nt one of the Directors to be Chairnman of the
Board and any person whether or not he is a
Director to hold such other office (including any
addi ti onal Vice-Presidencies) as the Board may from
time to tine determne. Any person el ected or

appoi nted pursuant to this Bye-Law shall hold

of fice for such period and upon such terns as the
Board may determ ne and the Board may revoke or
term nate any such el ection or appointment. Any
such revocation or term nation shall be w thout
prejudice to any claimfor damages that such

of ficer may have agai nst the Conmpany or the Conpany
may have agai nst such officer for any breach of any
contract of service between himand the Conpany

whi ch nmay be involved in such revocation or

term nation. Save as provided in the Conpanies
Acts or these Bye-Laws, the powers and duties of
the officers of the Conpany shall be such (if any)
as are determned formfromtine to tine by the

Boar d.

M NUTES

The Directors shall cause mnutes to be nade and
books kept for the purpose of recording:

(a) all appointnents of officers made by the
Directors;

(b) the nanmes of the Directors and other persons
(if any) present at each neeting of Directors
and of any committee;

(c) eof—all proceedings at neetings of the Conpany,

of the holders of any class of shares in the
Conmpany, and of conmttees; and
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(d) ef—all proceedings of nanagers (if any).
SECRETARY

The Secretary shall be appointed by the Board at
such remuneration (if any) and upon such terns as
it my think fit and any Secretary so appoi nted nay
be renoved by the Board.

The duties of the Secretary shall be those

prescri bed by the Conpanies Acts together with such
other duties as shall fromtine to tine be

prescri bed by the Board.

A provision of the Conpanies Acts or these Bye-Laws
requiring or authorizing a thing to be done by or
to a Director and the Secretary shall not be
satisfied by its being done by or to the sane
person acting both as Director and as, or in the

pl ace of, the Secretary.

THE SEAL

The Seal shall consist of a circular netal device
with the nanme of the Conpany around the outer
margi n thereof and the country and year of

i ncorporation across the center thereof. Should
t he Seal not have been received by the Registered
Ofice in such format the date of adoption of
thi-st hese Bye-Laws then, pending such receipt, any
docunent requiring to be sealed with the Seal shal
be sealed by affixing a red wafer saleseal to the
docunment with the name of the Conpany; and the
country and year of incorporation typewitten
across the center thereof.

The Board shall provide for the custody of every
Seal. A Seal shall only be used by authority of
the Board or of a committee of the Board authorized
by the Board in their behalf. Subject to these
Bye- Laws, any instrunent to which a Seal is affixed
shall be signed by a Director and by the Secretary
or by a second Director; provided that the
Secretary or a Director may affix a Seal over his
signature only to authenticate copies of these Bye-
Laws, the mnutes of any neeting or any other
docunents requiring authentication.
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Dl VI DENDS AND OTHER PAYMENTS

The Board nmay fromtine to time declare cash

di vidends or distributions out of contributed
surplus to be paid to the Sharehol ders according to
their rights and interests including interim

di vi dends as appear to the Board to be justified by
the position of the Conpany. The Board may al so
pay any fixed cash dividend which is payable on any
shares of the Conpany half yearly or on such other
dat es, whenever the position of the Conpany in the
opi nion of the Board, justifies such paynent.

Except insofar as the rights attaching to, or the
ternms of issue of, any share otherw se provide:

(a) all dividends or distributions out of
contributed surplus nmay be declared and paid
according to the anbunts paid up on the shares
in respect of which the dividend or
distribution is paid and an anount paid up on
a share in advance of calls may be treated for
t he purpose of this Bye-Law as pai d-up on the
shar e;

(b) dividends or distributions out of contributed
surplus may be apportioned and paid pro rata
according to the anbunts paid up on the shares
during any portion or portions of the period
in respect of which the dividend or
distribution is paid.

The Board nay deduct from any divi dend,
distribution or other noneys payable to a

Shar ehol der by the Conpany on or in respect of any
share all suns of noney (if any) presently payable
by himto the Conpany on account of calls or

ot herwi se in respect of shares of the Conpany.

No dividend, distribution or other noneys payabl e
by the Conpany on or in respect of any share shal
bear interest agai nst the Conpany unl ess ot herw se
provi ded by the rights attached to such share.

Any dividend distribution, interest or other sum

payabl e in cash to the hol der of shares nay be paid
by check or warrant sent through the nmail addressed
to the holder at his address in the Register or, in
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the case of joint holders, addressed to the hol der
whose nane stands first in the Register in respect
of the shares at his registered address as
appearing in the Register or addressed to such
person at such address as the hol der or joint

hol ders may in witing direct. Every such check or
warrant shall, unless the holder or joint holders
ot herwi se direct, be nade payable to the order of
the holder or, in the case of joint holders, to the
order of the hol der whose nane stands first in the
Regi ster in respect of such shares, and shall be
sent at his or their risk, and paynent of the check
or warrant by the bank on which it is drawn shal
constitute a good discharge to the Conpany. Any
one of two or nore joint holders may give effectua
recei pts for any dividends, distributions or other
noneys payable or property distributable in respect
of the shares held by such joint hol ders.

Any dividend or distribution out of contributed
surplus unclained for a period of six years from

t he date of declaration of such dividend or

di stribution shall be forfeited and shall revert to
t he Conpany, and the paynent by the Board of any
uncl ai med di vidend, distribution, interest or other
sum payabl e on or in respect of the share into a
separate account shall not constitute the Conpany a
trustee in respect thereof.

Fon,—t-The
Board may direct paynent or satisfaction of any
di vidend or distribution out of contributed surplus
wholly or in part by the distribution of specific
assetsy and, in particular, of paid up shares or
debentures of any other body corporate, and where
any difficulty arises in regard to such
distribution or dividend the Board may settle it as
it thinks expedient, and, in particular, may
aut hori ze any person to sell and transfer any
fractions or may ignore fractions altogether+~ and
may fix the value for distribution or dividend
pur poses of any such specific assets and may
determ ne that cash paynents shall be nade to any
Shar ehol ders upon t he foeting-basis of the value so
fixed in order to secure equality of distribution
and may vest any such specific assets in trustees
as may seem expedi ent to the Board.
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RESERVES

The Board nmay, before recomrendi ng or declaring any
di vidend or distribution out of contributed
surplus, set aside such sunms as it thinks proper as
reserves which shall, at the discretion of the
Board, be applicable for any purpose of the Conpany
and pendi ng such application nay, also at such

di scretion, either be enployed in the business of

t he Conpany or be invested in such investnents as
the Board may fromtine to tinme think fit. The
Board may al so without placing the sanme to reserve
carry forward any suns which it may think it

prudent not to distribute.

CAPI TALI ZATI ON OF PROFI TS

The Conpany nay, upon the recomrendation of the
Board, at any tine and fromtime to tine resolve by
Ordinary Resolution to the effect that it is
desirable to capitalize all or any part of any
amount for the time being standing to the credit of
any reserve or fund which is available for
distribution or to the credit of any share prem um
account or any capital redenption reserve fund and
accordingly that such anpbunt be set free for

di stribution anongst the Sharehol ders+~ or any cl ass
of Sharehol ders who would be entitled thereto if
distributed by way of dividend and in the sane
proportions, en-the footing-provided that the sane
be not paid in cash but be applied either in or

t owar ds paying up anounts for the time being unpaid
on any shares in the Conpany held by such

Shar ehol ders respectively or in paynment up in ful

of uni ssued shares, debentures or other obligations
of the Conmpany, to be allotted, distributed and
credited as fully paid anong such Sharehol ders, or
partypartly in one way or partly in the other, and
the Board shall give effect to such resol ution
provi ded that for the purpose of this Bye-Law, a
share prem um account and a capital redenption
reserve fund nmay be applied only in paying up of

uni ssued shares to be issued to such Sharehol ders
credited as fully paid and provided further that
any sum standing to the credit of a share prem um
account may only be applied in crediting as fully
pai d shares of the same class as that from which
the rel evant share prem um was derived.
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Where any difficulty arises in regard to any

di stribution under the | ast precedi ng Bye-Law, the
Board may settle the sanme as it thinks expedient
and, in particular, nmay authorize any person to
sell and transfer any fractions, er—nay resolve
that the distribution should be as nearly as nay be
practicable in the correct proportion but not
exactly so, or may ignore fractions altogether, and
may determ ne that cash paynents should be made to
any Shareholders in order to adjust the rights of
all parties, as nay seem expedient to the Board.
The Board nay appoint any person to sign on behal f
of the persons entitled to participate in the

di stribution any contract necessary or desirable
for giving effect thereto and such appoi nt ment

shall be effective and bi ndi ng upon the

Shar ehol ders.

RECORD DATES

Not wi t hst andi ng any ot her provision of these Bye-
Laws the Directors may fix any date as the record
date for:

(a) determning the Menbers entitled to receive
any dividend or other distribution and such
record date may be on, or not nore than 30
days before or after, any date on which such
di vidend or distribution is declared;

(b) determning the Menbers entitled to receive
notice of and to vote at any general neeting
~of the Conpany.

ACCOUNTI NG RECORDS

The Board shall cause to be kept accounting records
sufficient to give a fair presentation in al
mat eri al respects of the state of the Conpany’s
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affairs and to show and explain its transactions in
accordance with the Conpani es Acts.

The records of account shall be kept at the

Regi stered O fice or at such other place or places
as the Board thinks fit, and shall at all tines be
open to inspection by the Directors; PROVIDED t hat
if the records of account are kept at sone pl ace
out si de Berrnuda, there shall be kept at an office
of the Company in Bernuda such records as w ||
enable the dDirector to ascertain with reasonable
accuracy the financial position of the Conpany at
the end of each three-nonth period. No Sharehol der
(other than an officer of the Conpany) shall have
any right to i nspect any accounting record or book
or docunent of the Conpany except as required by
any Listing Exchange i

, by law, by
regul ati ons or as authorized by the Board or by
Ordi nary Resol uti on.

A copy of every bal ance sheet and statenent of

i nconme and expenditure, including every docunent
required by law to be annexed thereto, which is to
be laid before the Conpany in general neeting,
together with a copy of the auditor’s report, shal
be sent to each person entitled thereto in
accordance with the requirenents of the Conpanies
Acts.

AUDI T

Save and to the extent that an audit is waived in
the manner permitted by the Conpanies Acts,

audi tors shall be appointed and their duties

regul ated in accordance with the Conpani es Acts,
any ot her applicable | aw and such requirenents not

i nconsi stent with the Conpani es Acts as the Board
may fromtine to tinme determ ne, save that the fees
of the auditor shall be determ ned by Odinary
Resol uti on.

SERVI CE OF NOTI CES AND OTHER DOCUMENTS

Any notice or other docunent (including a share
certificate) shall be in witing (except where
ot herwi se expressly stated) and nay be served on or
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delivered to any Sharehol der by the Conpany either
personal ly or by sending it through the mail (by
airmail where applicable) in a prepaid letter
addressed to such Sharehol der at his address as
appearing in the Register or by delivering it to or
| eaving it at such registered address. |In the case
of joint holders of a share, service or delivery of
any notice or other docunment on or to one of the
joint holders shall for all purposes be deened as
sufficient service on or delivery to all the joint
hol ders. Any notice or other docunent if sent by
mai | shall be deemed to have been served or
del i vered seven-two Busi ness Days after it was put
in the mail;+ and, in proving such service or
delivery, it shall be sufficient to prove that the
notice or docunment was properly addressed, stanped
and put in the mil.

Any notice of a general neeting of the Conpany
shall be deened to be duly given to a Sharehol der
if it is sent to himby cable, telex, telecopier or
ot her node of representing or reproducing words in
a legible and non-transitory format his address as
appearing in the Register or any other address
given by himto the Conpany for this purpose. Any
such notice shall be deened to have been served two
Busi ness Days after its dispatch.

Any notice or other docunent delivered, sent or
given to a Sharehol der in any manner permtted by
t hese Bye-Laws shall, notw thstanding that such
Shar ehol der is then dead or bankrupt or that any
ot her event has occurred, and whether or not the
Conmpany has received notice of the death or
bankruptcy or other event, be deened to have been
duly served or delivered in respect of any share
regi stered in the nane of such Sharehol der as sol e
or joint holder unless his nanme shall, at the tine
of the service or delivery of the notice or
docunent, have been renoved fromthe Register as

t he hol der of the share, and such service or
delivery shall for all purposes be deened as
sufficient service or delivery of such notice or
docunment on all persons interested (whether jointly
with or as claimng through or under hin) in the
share.
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W NDI NG UP

I f the Conpany shall be wound up, the |iquidator
may, with the sanction of an Extraordinary

Resol uti on and any ot her sanction required by the
Conpani es Acts, divide anong the Sharehol ders in
specie or kind the whole or any part of the assets
of the Conpany (whether they shall consist of
property of the sane kind or not) and may for such
pur poses set such val ues as he deens fair upon any
property to be divided as aforesaid and nay

det erm ne how such division shall be carried out as
bet ween the Sharehol ders or different classes of
Shar ehol ders. The liquidator may, with the Iike
sanction, vest the whole or any part of such assets
in trustees upon such trust effor the benefit of
the contributors as the liquidator, with the Iike
sanction, shall think fit, but so that no

Shar ehol der shall be conpelled to accept any shares
or other assets upon which there is any liability.

| NDEWNI TY

Subj ect to the proviso bel ow every person who is or
was a Director, officer of the Conpany or nenber of
a committee constituted under Bye-Law 96 (the
"Conpany I ndemitee") or who is or was a director
or officer of any of the Conpany’s subsidiaries
("Subsidiary Indemitee”) shall be indemified out
of the funds of the Conmpany agai nst all civil
liabilities, |oss, damage or expense (including but
not limted to liabilities under contract, tort and
statute or any applicable foreign | aw or regul ation
and all reasonable |egal and other costs and
expenses properly payable) incurred or suffered by
hi m as such Director, officer of the Conpany or
conmttee nmenber, or as a director or officer of
any of the Conpany’s subsidiaries and the i ndemity
contained in this Bye-Law shall extend to any
person acting as a Director, officer of the Conpany
or commttee nenber, or as a director or officer of
any of the Conpany’s subsidiaries in the reasonabl e
belief that he has been so appointed or el ected

not wi t hst andi ng any defect in such appoi ntnent or

el ecti on PROVI DED ALWAYS that the indemity
contained in this Bye-Law shall not extend to any
matter which would render it void pursuant to the
Conpani es Acts.
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Every Conpany | ndemitee or Subsidiary |Indemitee
shal | be indemified out of the funds of the
Conmpany against all liabilities incurred by himas
such Conpany | ndemitee or Subsidiary Indemitee in
def endi ng any proceedi ngs, whether civil or
crimnal, in which judgnent is given in his favor,
or in which he is acquitted, or in connection with
any application under the Conpanies Acts in which
relief fromliability is granted to himby the
court.

To the extent that any Conpany |ndemitee or
Subsidiary Indemmitee is entitled to claiman

i ndemnity pursuant to these Bye-Laws in respect of
anmounts paid or discharged by him the rel evant

H ndemity shall take effect as an obligation of

t he Conpany to rei nburse the person nmaking such
paynment or effecting such discharge. The expenses
I ncurred by the Conpany | ndemitee or Subsidiary

| ndemmi t ee pursuant to Bye-Laws 130 and 131 in any
t hreatened or pending |legal suits or proceedi ngs
shall be paid by the Conpany in advance upon the
witten request of the Conpany |Indemitee or

Subsi diary I ndemitee upon proper docunentation of
such costs having been incurred. The sane

H ndemity applies to expenses incurred in any
proceedi ngs where such Conpany | ndemnityee or
Subsidiary Indemmitee is a party or threatened to
be made a party to any legal suits or proceedi ngs
by or in the rights of the Conpany or any of the
Conpany’s subsidiaries to procure a judgnent in its
favor by reason of the fact that the Conpany

I ndemmitee or Subsidiary Indemitee is or was such
Conpany | ndemi tee or Subsidiary |Indemitee.

Provi ded, however, that the Conpany |ndemityee or
Subsi diary I ndemmitee shall undertake to repay such
anmount to the extent that it is ultimately

determ ned that the Conpany |ndemmitee or
Subsidiary Indemmitee is not entitled to

i ndemrmi fi cati on.

Subj ect to the Conpani es Acts, the Conpany may
purchase and naintain for any Conpany |ndenmnitee or
Subsi di ary I ndemmitee, insurance agai nst any
liability arising in connection with his office
with the Conpany or any of the Conpany’s
subsi di ari es.
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ALTERATI ON OF BYE- LAWS

134. These Bye-Laws may be anended fromtinme to tine in
t he manner provided for in the Conpanies Acts,
provi ded that any such anendnment shall only becone
operative to the extent that it has been confirned
by ExtraeOrdi nary Resol ution.
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