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CAUTI ONARY STATEMENT REGARDI NG FORWARD- LOCKI NG STATEMENTS

Matters discussed in this docunment nay constitute
forward-| ooking statenents. The Private Securities Litigation
Ref orm Act of 1995 provides safe harbor protections for forward-
| ooki ng statenents in order to encourage conpani es to provide
prospective information about their business. Forward-| ooking
statenents include statenments concerning plans, objectives,
goal s, strategies, future events or performance, and underlying
assunptions and other statenents, which are other than statenents
of historical facts.

Kni ght sbri dge Tankers Limted desires to take advantage
of the safe harbor provisions of the Private Securities
Litigation Reform Act of 1995 and is including this cautionary
statenent in connection with this safe harbor legislation. This
docunent and any other witten or oral statenments nade by us or
on our behal f may include forward-|ooking statenents, which
reflect our current views with respect to future events and

fi nanci al performance. The words "believe," "except,"
"anticipate," "intends," "estimte," "forecast," "project,"”
"plan," "potential," "will,"” "may," "should," "expect" and

simlar expressions identify forward-Iooking statenents.

The forward-|ooking statenents in this docunent are
based upon various assunptions, many of which are based, in turn,
upon further assunptions, including without limtation,
managenent’ s exam nation of historical operating trends, data
contained in our records and other data available fromthird
parties. Although we believe that these assunptions were
reasonabl e when made, because these assunptions are inherently
subject to significant uncertainties and contingencies which are
difficult or inpossible to predict and are beyond our control, we
cannot assure you that we will achieve or acconplish these
expectations, beliefs or projections.

In addition to these inportant factors and matters
di scussed el sewhere herein and in the docunments incorporated by
ref erence herein, inportant factors that, in our view, could
cause actual results to differ nmaterially fromthose di scussed in
the forward-I| ooking statenments include the strength of world
econoni es and currencies, general market conditions, including
fluctuations in charterhire rates and vessel values, changes in
demand in the tanker narket, as a result of changes in OPEC s
pet rol eum production | evels and world wi de oil consunption and
storage, changes in the conpany’s operating expenses, including
bunker prices, drydocking and insurance costs, changes in
governnmental rules and regul ations or actions taken by regul atory
authorities, potential liability frompending or future
litigation, general donestic and international politica
condi tions, potential disruption of shipping routes due to
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accidents or political events, and other inportant factors
described fromtine to tine in the reports filed by Knightsbridge
Tanker Limted with the Securities and Exchange Comn ssi on.
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PART |
| TEM 1. IDENTITY OF D RECTORS, SEN OR MANAGEMENT AND ADVI SCRS
Not Appl i cabl e
| TEM 2. OFFER STATI STI CS AND EXPECTED Tl METABLE
Not Appl i cabl e
| TEM 3. KEY | NFORVATI ON
A. SELECTED FI NANCI AL DATA

The sel ected consolidated i ncome statenent data of
Kni ght sbri dge Tankers Limted and its subsidiaries (the
"Conpany") with respect to the fiscal years ended Decenber 31
2000, 1999 and 1998 and the sel ected consolidated bal ance sheet
data of the Conpany with respect to the fiscal years ended
Decenber 31, 2000 and 1999 have been derived fromthe Conpany’s
Consol i dated Fi nancial Statenments included herein and shoul d be
read in conjunction with such statenents and the notes thereto.
The sel ected consolidated i ncone statenent data with respect to
the fiscal period ended Decenber 31, 1997 and the sel ected
consol i dat ed bal ance sheet data with respect to the fiscal year
ended Decenber 31, 1998 and the fiscal period ended Decenber 31,
1997 has been derived fromconsolidated financial statenments of
t he Conpany not included herein. The followi ng table should al so
be read in conjunction with Item5 "Operating and Fi nanci al
Revi ew and Prospects” and the Conpany’s Consolidated Financi al
Statements and Notes thereto included herein.
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Fi scal Year Fi scal Period
Ended Ended
December 31 December 31
2000 1999 1998 1997
(in US$, except share data)
| NCOVE STATEMENT DATA:
Charter hire
revenues $76, 335,975  $40, 275,925  $45, 039, 385  $42, 138, 180
Net operating incone $57,935, 758  $21,842,043  $26, 605,385  $26,573, 686
Net i ncone $48, 723, 745 $12,572, 476 $17, 385, 820 $19, 479, 297
Ear ni ngs per share
- basic and diluted $2. 85 $0. 74 $1. 02 $1.61
Cash divi dends per share $2. 66 $1. 80 $2. 36 $1. 26
BALANCE SHEET DATA
(at end of period):
Cash $247, 370 $70, 695 $315, 223 $217, 374
Vessel s under capita
| ease, net $372,186, 772 $389, 779,632 $407,372,491 $424, 965, 352
Total assets $404, 739, 841 3$403, 265,501 $428, 293, 722 $458, 067, 222

Long-term debt
(1 ncl udi ng current
porti on)

St ockhol der s’

$125, 397, 399

equity  $277,218, 288

Common Shar es $171, 000
Common shar es
out st andi ng 17,100, 000

$127,078, 937
$273, 980, 543
$171, 000

17,100, 000

B. CAPI TALI ZATI ON AND | NDEBTEDNESS

Not Appli cable

$133, 805, 088
$292, 188, 066
$171, 000

17,100, 000

C. REASONS FOR THE OFFER AND USE OF PROCEEDS

Not Appl i cable
D. RI SK FACTORS

Pl ease note: In this section,

”V\E” , n US

t he Conpany and its subsidiaries.

I ndustry Specific R sk Factors

and "our"

al |

$140, 531, 239
$315, 158, 247
$171, 000

17,100, 000

refer to

THE CYCLI CAL NATURE OF THE TANKER | NDUSTRY MAY LEAD TO VOLATI LE
CHANGES | N CHARTER RATES WHI CH MAY ADVERSELY AFFECT OUR EARNI NGS

I f the tanker

I ndustry,

depressed in the future when our vessels’

we want to sel
may decr ease.

a vessel

whi ch has been cycli cal,
charters expire or when
our earnings and avail abl e cash fl ow
Qur ability to recharter our vessels on the

is

expiration or termnation of their current charters and the
repl acenent charters

charter

rat es payabl e under any renewal

or



<PAGE>

wi | | depend upon, anong other things, econonic conditions in the
tanker market. Fluctuations in charter rates and vessel val ues
result fromchanges in the supply and demand for tanker capacity
and changes in the supply and demand for oil and oil products.

The factors affecting the supply and demand for tanker
vessel s are outside of our control, and the nature, timng and
degree of changes in industry conditions are unpredictable. The
factors that influence demand for tanker capacity include:

- demand for oil and oil products;
- gl obal and regional econonic conditions;

- the distance oil and oil products are to be noved
by sea; and

- changes in seaborne and ot her transportation
patterns

The factors that influence the supply of tanker capacity
i ncl ude:

- t he nunber of newbuil ding deliveries;
- the scrapping rate of ol der vessels; and
- t he nunber of vessels that are out of service.

Qur vessels are currently operated under bareboat
charters to Shell International Petroleum Conpany Limted. W
receive a set mninmum base rate charter hire and variable
addi ti onal hire under these bareboat charters. The anount of
additional hire is determ ned quarterly with reference to three
round-trip traditional trade routes and therefore is subject to
vari ati on dependi ng on general tanker market conditions. W
cannot assure you that we will receive additional hire for any
quarter.

ANY DECREASE | N SH PMENTS OF CRUDE O L FROM THE ARABI AN GULF NMAY
ADVERSELY AFFECT OUR FI NANCI AL PERFORVANCE

The demand for our very large crude carrier, or VLCC,
oil tankers derives primarily fromdemand for Arabian Gulf crude
oil, which, in turn, primarily depends on the econoni es of the
worl d’ s industrial countries and conpetition fromalternative
energy sources. A wide range of econonic, social and other
factors can significantly affect the strength of the world' s
i ndustrial econom es and their demand for Arabian Gulf crude oil.
One such factor is the price of worldwi de crude oil. The world' s
oil markets have experienced high | evels of volatility in the
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| ast 25 years. |If oil prices were to rise dramatically, the
econonies of the world' s industrial countries nmay experience a
significant downturn

Any decrease in shipnments of crude oil fromthe Arabian
@ul f would have a material adverse effect on our financia
performance at any tinme after the expiration or term nation of
our current charters with Shell International (or earlier if a
decrease adversely affects VLCC charterhire rates for shipnents
fromthe Arabian Gulf.) Anobng the factors which could lead to
such a decrease are:

- i ncreased crude oil production from non-Arabian
@l f areas;

- i ncreased refining capacity in the Arabian Gl f
ar ea;

- i ncreased use of existing and future crude oi
pipelines in the Arabian GQulf area;

- a decision by Arabian Gulf oil-producing nations to
i ncrease their crude oil prices or to further
decrease or |imt their crude oil production;

- armed conflict in the Arabian Gulf and political or
ot her factors; and

- t he devel opnent and the rel ative costs of nucl ear
power, natural gas, coal and other alternative
sour ces of energy.

THE VALUE OF OUR VESSELS MAY FLUCTUATE AND ALSO DEPENDS ON
VWHETHER SHELL | NTERNATI ONAL RENEWS | TS CHARTERS WH CH COULD
RESULT IN A LONER SHARE PRI CE

Tanker val ues have generally experienced high
volatility. [Investors can expect the fair nmarket val ue of our
VLCC oil tankers to fluctuate, depending on general econom c and
mar ket conditions affecting the tanker industry and conpetition
from ot her shi ppi ng conpani es, types and sizes of vessels, and
ot her nodes of transportation. |In addition, as vessels grow
ol der, they generally decline in value. These factors wl|
affect the value of our vessels at the term nation of their
charters or earlier at the tine of their sale. It is very
possi bl e that the val ue of our vessels could be well bel ow both
their inplied value based on the trading price for our shares and

their present market value w thout the Shell Internationa
charters. Wile the trading price for our shares depends on many
factors, the failure of Shell International to renew the charters

could result in a |ower market price for our shares. Based on

10
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the closing price of $26.48 for our comon shares on April 12,
2001, taking into account our total indebtedness of $125.4
mllion, and assuming no other factors, such as liquidity

prem uns, our cash position, or expectations of future
performance, the inplied value of each of our vessels with the
Shell International charter was $115.6 mllion. The market val ue
of a simlar vessel, without charter, nay be significantly | ower
than the inplied value of our vessels.

Conmpany Specific Risk Factors

BECAUSE OUR CHARTERS MAY EXPI RE | N 2004, WVE NAY | NCUR ADDI TI ONAL
EXPENSES AND NOT' BE ABLE TO RECHARTER OUR VESSELS PROFI TABLY

Each of our charters with Shell International expires
approxi mately seven years after the date of delivery of each
vessel to us, which could be as early as February 2004, unl ess
extended at the option of the charterer for an additional period
of approximately seven years, on eight nonths’ prior witten
notice. The charterer has the sole discretion to exercise that
option under one or nore of the charters. The charterer will not
owe any fiduciary or other duty to us or our shareholders in
deci di ng whet her to exercise the extension option, and the
charterer’s decision may be contrary to our interests or those of
our sharehol ders.

We cannot predict at this tine any of the factors that
the charterer will consider in deciding whether to exercise any
of its extension options under the charters. It is likely,
however, that the charterer woul d consider a variety of factors,
whi ch may include whether a vessel is surplus or suitable to the
charterer’s requirenments and whether conpetitive charterhire
rates are available to the charterer in the open market at that
time.

In the event Shell International does not extend our
current charters, we will present to our sharehol ders a
recommendati on by our Board of Directors as to whether it
bel i eves that the sale of our vessels is in our sharehol ders’
best interests or whether an alternative plan, such as attenpting
to arrange a replacenent charter, mght be of greater benefit to
us. Replacenent charters nmay include shorter termtine charters
and enpl oying the vessels on the spot charter market (which is
subject to greater fluctuation than the time charter market).
Any repl acenent charters may bring us | ower charter rates and
woul d likely require us to incur greater expenses which may
reduce the anmounts available, if any, to pay distributions to
shar ehol ders.

11
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VE OPERATE I N THE H GHLY COWPETI Tl VE | NTERNATI ONAL TANKER MARKET
VH CH COULD AFFECT QUR POSI TION | F SHELL | NTERNATI ONAL DCES NOT
RENEW QUR CHARTERS

The operation of tanker vessels and transportation of
crude and petrol eum products and the ot her businesses in which we
operate are extrenely conpetitive. Conpetition arises prinmarily
from ot her tanker owners, including major oil conpanies as wel
as i ndependent tanker conpani es, some of whom have substantially
greater resources than we do. Conpetition for the transportation
of oil and oil products can be intense and depends on price,
| ocation, size, age, condition and the acceptability of the
tanker and its operators to the charterers. During the term of

our existing charters with Shell International we are not exposed
to the risk associated with this conpetition. 1In the event that
Shell International does not renew the charters in 2004, we wil

have to conpete with other tanker owners, including nmjor oi
conpani es as well as independent tanker conpanies for charterers.
Due in part to the fragnmented tanker narket, conpetitors with
greater resources could enter and operate |larger fleets through
acqui sitions or consolidations and may be able to offer better
prices and fleets, which could result in our achieving | ower
revenues fromour VLCC oil tankers.

COMPLI ANCE W TH ENVI RONVENTAL LAWS OR REGULATI ONS MAY ADVERSELY
AFFECT OUR EARNI NGS AND FI NANCI AL CONDI TI ONS | F SHELL
| NTERNATI ONAL DOES NOT RENEW | TS CHARTERS

Regul ations in the various states and ot her
jurisdictions in which our vessels trade affect our business.
Ext ensi ve and changi ng environnmental |aws and other regulations,
conpliance with which may entail significant expenses, including
expenses for ship nodifications and changes in operating
procedures, affect the operation of our vessels. Al though Shel
International is responsible for all operational matters and
bears all these expenses during the termof our current charters,
t hese expenses coul d have an adverse effect on our business
operations at any time after the expiration or termnation of a
charter or in the event Shell International fails to nake a
necessary paynent.

VE MAY NOT HAVE ADEQUATE | NSURANCE | N THE EVENT EXI STI NG CHARTERS
ARE NOT RENEWED

There are a nunber of risks associated with the
operation of ocean-goi ng vessels, including nmechanical failure,
collision, property loss, cargo | oss or danage and busi ness
interruption due to political circunstances in foreign countries,
hostilities and | abor strikes. |In addition, the operation of any
vessel is subject to the inherent possibility of marine disaster,
including oil spills and other environnental m shaps, and the

12
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liabilities arising fromowning and operating vessels in

i nternational trade. Under the existing charters, Shel
International bears all risks associated with the operation of
our vessels including any total |oss of one or nore vessels.
However, we cannot assure investors that we will adequately
insure against all risks in the event our existing charters are
not renewed at the expiration of their terns. W nay not be able
to obtain adequate insurance coverage at reasonable rates for our
fleet in the future and the insurers may not pay particul ar

cl ai ns.

VE ARE HI GHLY DEPENDENT ON SHELL | NTERNATI ONAL AND | TS GUARANTORS

We are highly dependent on the due perfornmance by Shel
International of its obligations under the charters and by its
guarantors, Shell Petroleum N. V. and The Shell Petrol eum Conpany
Limted, of their obligations under their respective guarantees.
Any failure by Shell International or the guarantors to perform
their obligations could result in enforcenment by our |enders of
their rights including foreclosing on the nortgages over the
vessel s and the outstanding capital stock of our subsidiaries,
all of which are pledged to the lenders, and all of the
subsidiaries’ rights in the charters, and the consequent
forfeiture of our vessels. Qur sharehol ders do not have any
recourse against Shell International or its guarantors.

Qur ability to recharter or sell the vessels if Shel
International and its guarantors default would be subject to the
rights of the lenders and the rights of the | essor under finance
| eases to which we are a party for our vessels. In addition, if
Shell International were to default on its obligations under a
charter or not exercise its charter extension option, we may be
required to change the flagging or registration of the rel ated
vessel and may incur additional costs, including maintenance and
crew costs.

I NCURRENCE OF EXPENSES OR LI ABI LI TI ES MAY REDUCE OR ELI M NATE
DI STRI BUTI ONS

W have nade distributions quarterly since April 1997,
i n an aggregate anmpunt equal to the charterhire received from
Shell International |ess our cash expenses and | ess any reserves
required in respect of any contingent liabilities. It is
possi bl e that we could incur other expenses or contingent
liabilities that would reduce or elimnate the cash avail able for
distribution by us as dividends. |In particular, toward the end
of the termof the charters in 2004, we are likely to have
addi ti onal expenses and nmay have to set aside anounts for future
paynments of interest. Qur |oan agreenents prohibit the
decl arati on and paynent of dividends if we are in default under
them |In addition, the declaration and paynent of dividends is

13
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subject at all tines to the discretion of our Board. W cannot
assure you that we will pay dividends in the anmounts anti ci pated
or at all.

I F VWE CANNOT REFI NANCE OUR LOANS, WE MAY HAVE TO SELL OUR
VESSELS, VH CH MAY LEAVE NO ADDI TI ONAL FUNDS FOR DI STRI BUTI ONS TO
SHAREHOL DERS.

Whet her or not Shell International renews our charters,
our outstanding loan facility will mature in 2004, seven years
and six nmonths after the date of delivery of the related vessel,
and we will be obligated to repay or refinance the related | oan
at that time. There is no assurance that we will be able to
repay or refinance those loans. In addition, even if Shel
International renews the charters for one or nore of our vessels,
but we are unable to refinance the related loan facility on
acceptable terns, we may be forced to attenpt to sell the vessels
subject to the charters. Depending on the narket value for our
vessels at the tine, it is possible that there could be no funds
left to distribute to our sharehol ders.

WE HAVE A LI M TED BUSI NESS PURPCSE WHICH LIM TS OUR FLEXI BI LI TY
Qur bye-laws limt our business to engaging in the

acqui sition, disposition, ownership, |easing and chartering of
our five VLCC oil tankers. During the ternms of our charters with

Shel |l International we expect that the only source of operating
revenue fromwhich we nay pay distributions will be fromthese
charters.

GOVERNMENTS COULD REQUI SI TI ON OUR VESSELS DURI NG A PERI GD
OF WAR OR EMERGENCY, RESULTING IN A LCSS OF EARNI NGS

A governnent could requisition for title or seize our
vessels. Requisition for title occurs when a governnent takes
control of a vessel and beconmes her owner. Also, a governnent
could requisition our vessels for hire. Requisition for hire
occurs when a government takes control of a vessel and

ef fectively becones her charterer at dictated charter rates. |If
a vessel is requisitioned for hire froma pre-existing charterer
beyond the schedul ed termi nation date, Shell International wll

be obligated to pay to us only those anobunts received by it as
charterhire fromthe requisitioning entity, |ess operating costs.
This amount could be materially | ess than the charterhire that
woul d have been payable otherwise. |In addition, we would bear
all risk of loss or damage to the vessel after the charter would
ot herwi se have term nated.

14
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| TEM 4. | NFORVATI ON ON THE COVPANY
A. H STORY AND DEVELOPMENT OF THE COMPANY

Kni ght sbri dge Tankers Limted (the "Conpany") was
i ncorporated in Berrmuda on Septenber 18, 1996. The Conpany’s
regi stered and princi pal executive offices are |ocated at Mercury
House, 101 Front Street, Hamlton, HM 12, Bernuda, and its
t el ephone nunber is +1 (441) 295-6935.

The Conpany was i ncorporated for the purpose of the
acqui sition, disposition, ownership, |easing and chartering of,
t hrough whol | y- owned subsi diaries (the "Subsidiaries"), five very
| arge crude oil carriers ("VLCCs") (the "Vessels"), and certain
related activities. The Conpany charters the Vessels to Shel
I nternational Petrol eum Conpany Limted (the "Charterer”) on
| ong-term "hell and high water" bareboat charters (the
"Charters"). The obligations of the Charterer under these
charters are jointly and severally guaranteed (the "Charter
Guarantees") by Shell Petroleum N V. and The Shell Petrol eum
Conmpany Limted (the "Charter Guarantors"). The Charterer and the
Charter CGuarantors are all conpanies of the Royal Dutch/ Shel
Group of Conpani es. References herein to the Conpany include the
Conmpany and the Subsidiaries, unless otherw se indicated.

The busi ness of the Conmpany is limted by its Bye-Laws
to the consummati on of the transactions described above and
related activities including the ownership of the Subsidiaries
engaged in the acquisition, disposition, ownership, |easing and
chartering of the Vessels and engaging in activities necessary,
suitabl e or convenient to acconplish, or in connection with or
incidental to, the foregoing, including entering into the Credit
Facility (as defined below and U K finance | eases and the
refinancing thereof. During the terns of the Charters, the
Conmpany expects that its only source of operating revenue from
whi ch the Conpany may pay distributions to shareholders on its
conmon shares, par value $.01 per share, (the "Comon Shares")

will be cash paynments fromthe Subsidiaries to the Conpany. Al so,
during the terns of the Charters, the Subsidiaries’ only source
of operating revenue will be charterhire paid to the Subsidiaries

by the Charterer. The Conpany’s Bye-Laws may be anended only upon
the affirmative vote of 66-2/3% of the outstandi ng Common Shar es,
and, insofar as the Conpany’s purposes or powers are concerned or
insofar as the interests of the lenders under the Credit Facility
are prejudiced, with the approval of the |lenders under the Credit
Facility. In addition, the Conpany and the Subsidiaries have
agreed with the Charterer not to take certain acts which woul d
subject themto general jurisdiction of the U S. courts.

In February, 1997, upon the exercise by the underwiters
of their overallotnment option, the Conpany offered and sold to

15
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t he public 16,100,000 Common Shares at an initial offering price
of $20 per share. Sinultaneously, the Conpany sold 1,000, 000
Conmon Shares at a price of $20 per share to ICB Internationa
Limted ("ICB International "), an indirect wholly-owned
subsidiary of |1CB Shipping Aktiebolag (publ) ("ICB"). ICB has
since disposed of alnost all of those shares. 1CB is a Swedish
oi | tanker owni ng and operating conpany which until Decenber 29,
1999, was publicly traded. |ICB has been a subsidiary of Frontline
Ltd. ("Frontline"), a Bernuda publicly traded oil tanker owning
and operating conpany since Septenber 23, 1999 when Frontline

t hrough purchases of shares becane the indirect owner of nore
than 90 % of the shares and votes in ICB. As of Decenber 31
2000, 1CB International owns approxi mately 0.01 % of the

out st andi ng Conmon Shares. |1 CB Shipping (Bernmuda) Limted (the
"“Manager"), another whol|ly-owned subsidiary of ICB and of which
Frontline is the ultimte parent, manages the business of the
Conpany.

The Conpany used the net proceeds of the offerings
descri bed above, together with advances totaling $145.6 mllion
under a credit facility froman international syndicate of
| enders (the "Credit Facility"), primarily to fund the purchase
by the Subsidiaries of the Vessels. Upon their purchase from
their previous owners on February 27, 1997 (the "Delivery Date"),
the Vessels were delivered by the Conpany to the Charterer under
the Charters. The termof each of the Charters is a m ni mum of
seven years, with an option for the Charterer to extend the
period for each Vessel’s Charter for an additional seven-year
term to a maxi num of 14 years per Charter. Under the Charters,
the Charterer pays the greater of a base rate of hire or a spot
market related rate. See B. Busi ness Overview bel ow.

The Subsi di ari es have each entered into conditiona
sal e/ | easeback arrangenents (the "U. K Finance Leases") with a
subsidiary of National Wstn nster Bank plc, NatWst Leasing and
Asset Finance Ltd. (the "U K. Lessor") pursuant to which each
Subsi diary has sold a Vessel to the U K Lessor under a
condi tional sale agreenent (the "CSA") and concurrently | eased
its Vessel back fromthe U K Lessor for a termof 25 years. By
virtue of certain benefits under United Kingdomtax | aws which
will be passed to the Charterer, the U K Finance Leases enabl e
the Charterer to achieve a reduction in its costs of hiring and
usi ng the Vessels, w thout reducing the Base Hire, Additiona
Hre, if any, or Supplenental Hire (as these terns are defined
herei n) payable to the Subsidiaries. During the termof the U K
Fi nance Leases, the Vessels will renmain on the Conpany’s
consol i dat ed bal ance sheet and each Subsidiary will retain title
to the related Vessel.

On the Delivery Date, the U K Lessor paid to the
Subsi di ari es an anmount equal to $439.8 million in the aggregate
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and each Subsidiary delivered its related Vessel to the Charterer
as agent for the U K Lessor. Each Subsidiary procured the
opening of a letter of credit (each a "Letter of Credit" and,
collectively, the "Letters of Credit") by a nmmjor comercial bank
(each a "LC Bank" and, collectively, the "LC Banks") from which
the U K Lessor will be paid rental and ot her paynments due under
the U K Finance Leases. The Subsidiaries also established letter
of credit reinbursenent accounts (each a "LC Account” and,
collectively, the "LC Accounts") with the LC Banks, as security
for their respective obligations to reinburse the LC Banks for
anmounts paid under the Letters of Credit. Interest on the LC
Accounts will be added to such security, and, therefore, will not
benefit the Conpany.

The U. K. Lessor, the Charterer and each Subsidiary have
entered into a direct support agreenment (each a "Direct Support
Agreement"” and, collectively, the "Direct Support Agreenents")
contai ning certain indemification and ot her payment obligations
of the Charterer in favor of the U K Lessor. The U K Finance
Leases are structured so that the LC Banks may not nake cl ai ns
for rei mbursenent agai nst the Subsidiaries or the Vessels for
anounts paid or capable of being drawn under the Letters of
Credit, other than clains in respect of funds on deposit in the
LC Accounts (including interest thereon), except in the event
that such funds are returned to the Subsidiaries or paid to a
creditor or a trustee or sinmlar official and then only to the
extent of such returned or paid funds. In addition, the U K
Lessor may not nmke clains agai nst the Subsidiaries or the
Vessel s for ampbunts ot herw se due under the U K. Finance Leases
and capabl e of being drawn under the Letters of Credit, except to
the extent that the Charterer has paid to a Subsidiary under the
Charters separate anmounts denom nated in Pounds Sterling
("Sterling Hre") for the sole purpose of enabling the
Subsidiaries to neet their obligations to the U K. Lessor.

The U. K. Lessor, the Charterer and each Subsidiary (with
the consent of the Charterer) nmay not term nate the U K Finance
Leases apart fromunder certain conditions and upon such
termnation a termnation sum (the "Term nation Sunf) wll be
payable to the U K. Lessor. One of those conditions includes the
term nation of the Charter and the failure to substitute an
accept abl e repl acenent charter. The recourse of the U K Lessor
agai nst the Subsidiaries or the Vessels for all or any portion of
the Termination Sumwi Il be linmted to amounts capabl e of being
drawn under the Letters of Credit and to any anmounts paid in
respect thereof by the Charterer to the Subsidiaries as Sterling
Hre. To the extent the Term nati on Sum exceeds the anount
capabl e of being drawn under the Letters of Credit, the Charterer
will be obligated to pay the U K Lessor the difference. Al so,
upon term nation, the U K Lessor will agree to sell its interest
in the related Vessel and to allow the relevant Subsidiary to
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control the disposition of such interest in the rel ated Vesse
and to receive the net proceeds of any sale thereof except in
limted circunstances. However, the Subsidiaries’ rights will be
subject to the rights of the agent on behalf of the | enders under
the Credit Facility, as described below, who will be entitled to
control such disposition in certain circunstances.

The Conpany has entered into the Credit Facility with a
syndicate of international |enders, pursuant to which the Conpany

on the Delivery Date borrowed $145.6 mllion in the formof term
| oans. O such anount, $125.4 mllion was in respect of five

| oans (the "Primary Loans"), each in respect of a Vessel, and
$20.2 mllion was in respect of five |loans (the "Anortizing

Loans"), each in respect of a Vessel. The Primary and Anorti zi ng
Loans were equal to approximtely 31.65% of the purchase price of
t he Vessels, which was $439,821,545 nillion in the aggregate.
Each Primary Loan will mature on August 27, 2004. The Anorti zi ng
Loans anortized in equal quarterly installnents begi nning on
April 15, 1997 through January 15, 2000, when they were repaid in
full. \Whether or not the termof any of the Charters is

ext ended, the Conpany is obligated to repay the borrow ngs under
the Credit Facility on the maturity date. The Credit Facility
provi des for paynent of interest on the outstanding principa

bal ance of each of the Primary Loans and on the Anortizing Loans
quarterly, in arrears, at a floating interest rate based on the
rate in the London interbank eurocurrency market. However, the
Conmpany has entered into an interest rate swap transaction (the
"Swap") with Goldman Sachs Capital Markets, L.P., an affiliate of
Gol dman, Sachs & Co. (the "Swap Counterparty”), so that it has
effectively fixed its interest rate on the Primary Loans and the
Anortizing Loans at the rate of approxinmately 7.14% and 6.51%
respectively, per annum

If a Subsidiary sells or disposes of the related Vesse
or the Conpany sells or disposes of its shareholding in such
Subsidiary, or the U K Lessor sells or otherw se disposes of its
interest in a Vessel and rebates the proceeds thereof to the
Subsi diary the Conpany will be obligated to nmake a | oan
prepaynment in respect of the Credit Facility which will be
appl i ed against the Primary Loans in a manner dependi ng upon
whet her the di sposal occurred prior to, or on or after February,
2004.

The Credit Facility is secured by, anong other things, a
pl edge by the Conpany of 100% of the issued and outstandi ng
capital stock of the Subsidiaries, a guarantee from each
Subsi di ary, a nortgage on each Vessel (collectively, the
"Mortgages"), assignnents of the Charters and the Charter
Guaranties and an assignnment of the U K Lessor’s rights to take
title to the Vessels and the proceeds fromthe sale or any
novation thereof. The Credit Facility is not guaranteed by the
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Charterer or the Charter Guarantors. The failure by the Conpany
to make paynents due and payabl e under the Credit Facility could
result in the acceleration of all principal and interest on the
Credit Facility, the enforcenent by the | enders under the Credit
Facility of their rights with respect to the security therefor,
and the consequent forfeiture by the Conpany of one or nore of
the Vessels. The Credit Facility and the Swap al so provide for
ot her customary events of default.

The Credit Facility contains a nunmber of covenants nade
by the Conpany and each of the Subsidiaries that, anong ot her
things, restrict the ability of the Conpany to incur additiona
i ndebt edness, pay dividends if the Conpany is in default, change
t he busi ness conducted by the Conpany, create |liens on assets or
di spose of assets. In addition, upon term nation of a Charter,

t he Conpany and the rel evant Subsidiary will be subject to
addi ti onal covenants pursuant to the Credit Facility pertaining
primarily to the mai ntenance and operation of the Vessels.

The Charter Guarantors have entered into the separate
joint and several Charter Guaranties in favor of the Conpany and
each Subsidiary. Pursuant to the Charter Guaranties, the Charter
Guarantors on a joint and several basis fully and unconditionally
guarantee the pronpt paynent and performance by the Charterer of
all its obligations under and in connection with each Charter to
the rel evant Subsidiary and certain indemification obligations
under the Charters to the Conpany. The Charter Guaranties do not
confer any rights or renedi es thereunder on any person, other
than the Conpany and the Subsidiaries, and are not guaranties of
t he paynment of dividends or any other anobunts to the hol ders of
Common Shares. As the Charter Guarantors are hol di ng conpani es,
the Charter Guaranties are effectively subordinated to the debt
of their subsidiaries which are operating conpani es.

B. BUSI NESS OVERVI EW

The Charterer is Shell International Petrol eum Conpany
Limted, a wholly-owned subsidiary of The Shell Petrol eum Conpany
Limted, which, in turn, is a subsidiary of N V. Koninklijke
Neder | andsche Petrol eum Maat schappij, which owns 60% of its share
capital, the remaining 40% bei ng owned by The "Shel|l" Transport
and Tradi ng Conpany, p.l.c.

The principal activities of the Charterer are to buy,
sell and otherwi se deal in, and to transport, crude oil,
pet rol eum products and coal and to provide services to the
conpani es of the Royal Dutch/Shell G oup of Conpanies. The
Charterer currently charters the Vessels fromthe Subsidiaries
under the Existing Charters.
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Pursuant to the Charters, each Vessel is chartered for
an initial termof seven years (ending in February, 2004). Each
Charter is subject to extension at the option of the Charterer
for an additional period of seven years plus, subject to the
notice requirenment described below, at the option of the
Charterer, up to 90 days plus up to 30 days thereafter upon at
| east eight nonths’ prior notice of such extension, which notice
shall be irrevocable. The obligation of the Charterer to pay
charterhire for the Vessels commenced on the Delivery Date. The
Charterer is obligated to give witten notice (which shall be
irrevocabl e), not less than three nonths prior to the seventh or
as applicable, the fourteenth, anniversary of the Delivery Date
(February, 2004 and February, 2011, respectively), of the nunber
of days, if any, by which the original termor the extended term
respectively, of a Charter will extend beyond such anniversary.

Pursuant to the terns of the Charters, the Charterer’s
obligation to pay charterhire for the entire charter period is
absol ute, whether there is a |l oss or damage to a Vessel of any
ki nd or whet her such Vessel or any part thereof is rendered unfit
for use or is requisitioned for hire or for title, and regardl ess
of any other reason whatsoever. The Charter CGuarantors have
agreed to guarantee all of the Charterer’s obligations under each
of the Charters.

A Subsidiary has the right to assign the incone it
recei ves under the relevant Charter without the Charterer’s
consent; however, the Subsidiary nmay not otherw se assign its
rights and obligations under such Charter, w thout the prior
witten consent of the Charterer, which consent shall not be
unreasonably wi thheld, provided that for this purpose (i) a
transfer of the | egal ownership of the shares of a Subsidiary
shall be deened to be an assignnment of such rights and
obl i gations by such Subsidiary for which the Charterer’s consent
shall be required, and (ii) without limtation, it shall be
reasonabl e for the Charterer to withhold its consent to a
transfer and assignnent by a Subsidiary of its rights and
obl i gati ons under the relevant Charter to a person or entity with
whom t he Charterer does not wish, in good faith, for policy or
ot her reasons to enter into a business rel ationship.

The Charterer nay not assign its rights and obligations
under each of the Charters nor nay it charter a Vessel by dem se,
to any conpany other than a conpany of the Royal Dutch/ Shel
Group of Conpanies without the prior witten consent of the
rel evant Subsi diary, which consent shall not be unreasonably
wi t hhel d. The Charterer may otherwi se charter a Vessel without
the prior consent of the rel evant Subsidiary, provided that the
Charterer remains responsi ble as principal (or appoints another
person to be responsible in its stead) for navigating and
managi ng such Vessel throughout the period of such Charter and
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for defraying all expenses in connection with such Vesse

t hroughout such period. In any such case the Charterer wl|l
remain |iable for paynent and performance of the Charterer’s

obl i gati ons under such Charter and the relevant Charter Guaranty
shall remain in effect with respect to such Charter

Under each Charter, the Charterer is |liable for al
expenses of operating, repairing and mai ntaining the rel ated
Vessel, other than the initial registration expenses of such
Vessel, and bears all risk of |oss of or danmage to such Vesse
during the termof such Charter. In addition, a Subsidiary (i)
has no liability to the Charterer for breaches of any of its
representations or warranties made to the Charterer with respect
to the Vessel owned by such Subsidiary, except to the extent of
actual recoveries nade by a Subsidiary fromthird parties in
relation thereto, and (ii) is not liable to continue to supply a
Vessel or any part thereof if, following the delivery of such
Vessel under a Charter, such Vessel or any part thereof is |ost,
damaged rendered unfit for use, confiscated, seized,
requi sitioned, restrained or appropriated and, in any such case
or for any reason whatsoever, the charterhire payable in respect
of such Vessel shall continue to be payable.

The Charterer is obligated under each Charter to
i ndemni fy the rel evant Subsidiary and the Conpany in respect of
events arising prior to and through the termof the Charters with
respect to, anong other things (i) all costs and expenses of
operating, maintaining and replacing all parts in respect of the
Vessels and (ii) all liabilities, clainms and proceedi ngs cl ai ned
by anyone arising in any manner out of, among other things, the
operation or chartering of the Vessels, including environnental
liabilities, other than liabilities arising out of the gross
negli gence or willful msconduct of such Subsidiary or the
Conmpany. The indemities provided in the Charters continue in
full force (in respect of events occurring during the pendency of
a Charter) notw thstanding term nation or expiration of such
Charter. Al anounts payabl e under the Charters by the Charterer,
including indemity paynents, are required to be paid free from
and wi t hout deduction for certain taxes specified in the Charter.
The Charterer has the right at its expense to assune the defense
of indemified clains.

During the termof each Charter, the Charterer is
required, at its own cost, (a) to maintain the related Vessel, as
wel | as the nmachi nery, cargo handling and ot her equi prent,
appurtenances and spare parts thereof, in the sanme good state of
repair and efficient operating condition as other vessels owned
or operated by conpani es of the Royal Dutch/Shell G oup of
Conpani es, ordinary wear and tear excepted, and (b) to keep each
Vessel with unexpired classification of LlIoyds Register of
Shi pping and with other required certificates (including, wthout
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limtation, those required by the Vessel’s country of registry).
In addition, the Charterer is required to drydock such Vessel and
clean and paint its underwater parts whenever the sanme shall be
necessary, in accordance with the practices applied to other
vessel s owned or operated by conpani es of the Royal Dutch/ Shel
Group of Conpanies. A Subsidiary shall have the right, at any
time on reasonable notice to the Charterer and at such
Subsi di ary’ s expense, to inspect or survey the rel evant Vessel,
to ascertain that such Vessel is being properly repaired and

mai nt ai ned, provided that such inspection or survey will not
interfere with such Vessel’s trading requirenents and such
Subsidiary shall be required to rebate to Charterer a sum

equi val ent to charterhire payable during any period of drydocking
caused solely by the subsidiary’s inspection and survey.

Pursuant to the Charters, the Charterer is obliged to
mai ntain marine (hull and machi nery), war, protection and
i ndemnity and pollution risk insurance on each Vessel in a manner
consi stent with insurance arrangenents currently in force in
relation to simlar vessels owned or operated by conpani es of the
Royal Dutch/ Shell G oup of Conpanies, provided that the Charterer
is entitled to self insure with respect to marine (hull and
machi nery) and war ri sks.

The daily charterhire rate payabl e under each Charter is
conprised of two prinmary conponents: (i) the Base Rate, which is
a fixed mnimumrate of charterhire equal to $22, 069 per Vesse
per day, payable quarterly in arrears, and (ii) Additional Hire,
which is additional charterhire (determ ned and paid quarterly in
arrears and may equal zero) that will equal the excess, if any,
of a weighted average of the daily time charter rates for three
round-trip trade routes traditionally served by VLCCs, |ess an
agreed anmount of $10,500 during the initial termof the Charters,
and $14,900 for any extended term representing daily operating
costs over the Base Rate. This charterhire conputation is
i ntended to enabl e the Conpany to receive the greater of (i) an
average of prevailing spot charter rates for VLCCs tradi ng on
such routes after deducting daily operating costs of $10, 500
during the initial termof the Charters, and $14,900 for any
extended termand (ii) the Base Rate.

The Charterer has al so been obligated to pay
Suppl enmental Hire quarterly in arrears until January 15, 2000 in
fixed amounts that were calculated with reference to the swap
fixed interest rate under the Credit Facility and which were
equi val ent to amounts due under the Anortizing Loan. Suppl enent al
Hire therefore served the Conpany’s busi ness purpose of repaying
the Anortizing Loan. The Charterer was obligated to pay
suppl enmental Hire as set forth bel ow
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January 15, 1999 $1, 819, 615
April 15, 1999 $1, 789, 599
July 15, 1999 $1, 763, 484
COct ober 15, 1999 $1, 736, 769
January 15, 2000 $1, 709, 153

The anmount of Additional Hire, if any, that is payable is

cal cul ated based on a determ nation of the London Tanker Brokers
Panel (the "Brokers Panel") or another panel of brokers rnutually
acceptable to the Subsidiaries and the Charterer of the average
spot rates (the "Average Spot Rates") in Wrldscal e points over
the three nonths ending on the |ast day of the nmonth preceding
the rel evant charterhire paynent date (the "Hire Paynent Date")
on the follow ng three standard notional round voyage routes and
cargo sizes for simlar ships:

(A Arabian Gulf to Rotterdamwi th 280, 000 tonnes of cargo;

(B) Arabian @Qulf to Singapore with 260,000 tonnes of cargo;
and

(O Arabian Qulf to Japan with 260, 000 tonnes of cargo.

The determ nation of the Brokers Panel shall be binding upon both
the Subsidiaries and the Charterer. "Wrldscale” is an index
commonly used in the tanker industry for calculating freight
rates in the spot charter market.

| NDUSTRY CONDI TI ONS

The oil tanker industry has been highly cyclical,
experiencing volatility in charterhire rates and vessel val ues
resulting fromchanges in the supply of and the demand for crude
oil and tanker capacity. The demand for tankers is influenced by,
anong ot her factors, the denmand for crude oil, gl obal and
regi onal econom ¢ conditions, developnents in internationa
trade, changes in seaborne and other transportation patterns,
weat her patterns, oil production, armed conflicts, port
congestion, canal closures, enbargoes and strikes. In addition,

t he Conpany anticipates that the future demand for VLCCs, such as
the Vessels, will also be dependent upon continued economni c
growh in the United States, Continental Europe and the Far East
and conpetition from pi pelines and ot her sizes of tankers.
Adverse econom c, political, social or other devel opnents in any
of these regions could have an adverse effect on the Conpany’s
busi ness and results of operations. In addition, even if denmand
for crude oil grows in these areas, demand for VLCCs may not
necessarily grow and may even decline. Demand for crude oil is
af fected by, anobng ot her things, general economi c conditions,
commodity prices, environnental concerns, taxation, weather and
conpetition fromalternatives to oil. Denmand for the seaborne
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carriage of oil depends partly on the di stance between areas that
produce crude oil and areas that consune it and their demand for
oil. The increnental supply of tanker capacity is a function of
the delivery of new vessels and the nunber of ol der vessels
scrapped, in lay-up, converted to other uses, reactivated or

| ost. Such supply may be affected by regulation of maritine
transportation practices by governnmental and internationa
authorities. Al of the factors influencing the supply of and
demand for oil tankers are outside the control of the Conpany,
and the nature, timng and degree of changes in industry

condi tions are unpredictable. Furthernore, the anmount of
Additional Hire will be determ ned quarterly with reference to
three round-trip trade routes between the foll ow ng | ocations:
(i) the Arabian Gulf and Rotterdam The Netherlands, (ii) the
Arabian @ulf and Japan and (iii) the Arabian Gulf and Si ngapore.
Therefore, the demand for oil in the areas serviced by such
routes could have a significant effect on the anmount of
Additional Hire that nay be payable. There can be no assurance
that Additional Hre will be payable for any quarter.

VLCCs are specifically designed for the transportation
of crude oil and, due to their size, are used to transport crude
oil primarily fromthe Arabian Gulf to the Far East, Northern
Eur ope, the Caribbean and the Louisiana Ofshore G| Port
("LOOP"). While VLCCs are increasingly being used to carry crude
oil fromother areas, any decrease in shipnments of crude oil from
the Arabian Gulf would have a nmaterial adverse effect on the
Conmpany at any tinme after the expiration or term nation of the
Charters (or earlier if such decrease adversely affects
charterhire rates for shipments fromthe Arabian Gulf).

Anmong the factors which could | ead to such a decrease
are (i) increased crude oil production from non-Arabian Gulf
areas, (ii) increased refining capacity in the Arabian Gulf area,
(ii1) increased use of existing and future crude oil pipelines in
the Arabian Gulf area, (iv) a decision by Arabian Gulf oil-
produci ng nations to increase their crude oil prices or to
further decrease or limt their crude oil production, (v) arned
conflict in the Arabian Gulf or along VLCC trading routes,

(vi) political or other factors and (vii) the devel opnent and the
rel ative costs of nuclear power, natural gas, coal and other
alternative sources of energy.

VLCC dermand is primarily a function of demand for
Arabian @Qulf crude oil, which in turn is primarily dependent on
the economes of the world’ s industrial countries and conpetition
fromalternative energy sources. A wi de range of econonic,
political, social and other factors can significantly affect the
strength of the world s industrial econom es and their dermand for
Arabian @Qulf crude oil. One such factor is the price of worldw de
crude oil. The world's oil nmarkets have experienced high | evels
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of volatility in the last 25 years. If oil prices were to rise
dramatically, the econonies of the world s industrial countries
may experience a significant downturn. See Item5. Qperating and
Fi nanci al Review and Prospects -- Operating Results -- The Tanker
Mar ket .

VESSEL VALUES

Tanker val ues have generally experienced high
volatility. The fair nmarket value of oil tankers, including the
vessel s, can be expected to fluctuate, dependi ng upon genera
econoni ¢ and market conditions affecting the tanker industry and
conpetition from other shipping conpanies, types and sizes of
vessel s, and ot her nodes of transportation. In addition, as
vessel s grow ol der, they may be expected to decline in val ue.
These factors will affect the value of the vessels at the
term nation of their respective charters or earlier at the tine
of their sale.

Since the m d-1970s, during nost periods there has been
a substantial worldw de oversupply of crude oil tankers,
including VLCCs. In addition, the market for secondhand VLCCs has
general ly been weak since the m d-1970s. Notw t hstandi ng the
aging of the world tanker fleet and the adoption of new
envi ronnental regulations which will result in a phaseout of many
single hull tankers, significant deliveries of new VLCCs woul d
adversely affect market conditions.

LOSS AND LI ABI LI TY | NSURANCE

There are a nunmber of risks associated with the
operation of ocean-goi ng vessels, including nmechanical failure,
collision, property loss, cargo |oss or danage and busi ness
interruption due to political circunstances in foreign countries,
hostilities and | abor strikes. In addition, the operation of any
vessel is subject to the inherent possibility of marine disaster,
including oil spills and other environnental m shaps, and the
liabilities arising fromowning and operating vessels in
international trade. The United States G| Pollution Act of
1990, or OPA, which inposes virtually unlimted liability upon
owners, operators and dem se charterers of any vessel trading in
the United States exclusive econom c zone for certain oi
pol lution accidents in the United States, has nade liability
I nsurance nore expensive for ship owners and operators trading in
the United States market and has al so caused insurers to consider
reducing available liability coverage. Pursuant to the Charters,
the Charterer will bear all risks associated with the operation
of the Vessels, including, without limtation, any total |oss of
one or nore Vessels. The Charterer will also indemify each
Subsi di ary and the Conpany, and the Charter Guarantors have
agreed to guarantee such obligation, for all liabilities arising
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prior to and during the termof the Charters in connection with
the chartering and operation of the Vessels, including, under
envi ronnental protection |aws and regul ati ons, other than
liabilities arising out of the gross negligence or wllful

m sconduct of such Subsidiary or the Conpany.

The Charterer is entitled to self-insure the mari ne

(hul'l and machi nery) and war risk on each Vessel. In event of
| oss, following full paynents of charterhire under the Charter’s
"hell and high water" provisions, a |unp sum paynment will be made

to the relevant Subsidiary on expiration of a Charter, based upon
t hree i ndependent shi pbrokers’ evaluations of fair market val ues
of simlar vessels at the expiry of the Charter.

Protection and indemity insurance covers the | egal
liability of the Charterer, the Subsidiaries and, as required,
their respective associ ated conpani es or nanagers for their
shi pping activities. This includes the legal liability and other
rel at ed expenses of injury or death of crew, passengers and ot her
third parties, |oss or damage to cargo, clainms arising from
collisions with other vessels, damage to other third-party
property, pollution arising fromoil or other substances, and
sal vage, towi ng and other related costs, including weck renoval .
The Conpany expects that the Charterer will obtain coverage to
the fullest extent fromtine to tine available on normal terns
from menbers of the International G oup of P& Associations

(currently approximately $ 4.25 billion, with the exception of
oil pollution liability, which has been available up to $500
mllion per Vessel per accident increasing to $1.0 billion from

February 20, 2000). The Conpany believes that the Charterer has
entered each of the Vessels into a P& Association that is a
menber of the International Goup of P& Associations. As a
menber of a nutual association, the Charterer (and, under certain
ci rcunstances, a Subsidiary) will be subject to calls payable to
t he association based on its claimrecords as well as the claim
record of all other nenbers of the association.

ENVI RONVENTAL AND OTHER REGULATI ONS

Government regulation significantly affects the
owner ship and operation of our vessels. The various types of
governnental regulation that affect our vessels include
i nternational conventions, national, state and | ocal |aws and
regulations in force in the countries in which our vessels may
operate or where our vessels are registered. W cannot predict
the ultinmate cost of conplying with these requirenments, or the

i npact of these requirenents on the resale value or useful |ives
of our vessels. Various governnmental and quasi-governnenta
agencies require us to obtain pernits, licenses and certificates

for the operation of our vessels. Although we believe that we
are substantially in conpliance with applicable environnental and
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regul atory |aws and have all permts, |licenses and certificates
necessary for the conduct of our operations, future non-
conpliance or failure to maintain necessary permts or approvals
could require us to incur substantial costs or tenporarily
suspend operation of one or nore of our vessels.

W believe that the heightened environmental and quality
concerns of insurance underwriters, regulators and charterers are
| eading to greater inspection and safety requirenents on al
vessel s and nmay accel erate the scrappi ng of ol der vessels
t hroughout the industry. Increasing environnental concerns have
created a demand for nodern vessels that are able to conformto
the stricter environnmental standards. W maintain high operating
standards for all of our vessels that enphasize operationa
safety, quality nmaintenance, continuous training of our crews and
of ficers and conpliance with United States and internationa
regul ati ons.

Qur vessels are subject to both schedul ed and
unschedul ed i nspections by a variety of governnental and private
entities, each of which may have uni que requirenents. These
entities include the local port authorities such as the Coast
Guard, harbor master or equivalent, classification societies,
flag state adm nistration or country of registry, and charterers,
particularly term nal operators and major oil conpani es which
conduct frequent vessel inspections.

Envi ronnent al Regul ati on--1 MO

In April 2001, the International Maritine Organization,
or IMO the United Nations’ agency for maritine safety, revised
its regul ati ons governing tanker design and inspection
requi renents. The proposed regul ations, which are expected to
becone effective Septenber 2002 provided they are ratified by the
| MO nenber states, provide for a nore aggressive phase-out of
single hull oil tankers as well as increased inspection and
verification requirenments. They provide for the phase-out of
nost single hull oil tankers by 2015 or earlier, depending on the
age of the vessel and whether or not the vessel conplies with
requirenents for protectively |ocated segregated ballast tanks.
Segregat ed bal |l ast tanks use ballast water that is conpletely
separate fromthe cargo oil and oil fuel system Segregated
bal | ast tanks are currently required by the I MO on crude oi
tankers constructed after 1983. The changes, which will likely
i ncrease the nunber of tankers that are scrapped beginning in
2004, are intended to reduce the likelihood of oil pollution in
i nternational waters.

The proposed regul ation identifies three categories of

tankers based on cargo carrying capacity and the presence or
absence of protectively | ocated segregated ballast tanks. Under
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the new | MO regul ations, single-hull oil tankers with carrying
capacities of 20,000 deadwei ght, or dw, tons and above carrying
crude oil, fuel oil, heavy diesel oil or lubricating oil as
cargo, and of 30,000 dwt and above carrying other oils, which do
not conply with MO requirenents for protectively |ocated
segregat ed ballast tanks will be phased out no | ater than 2007.
Single-hull oil tankers with simlar carrying capacities which do
conmply with MO requirenents for protectively | ocated segregated
bal | ast tanks are to be phased out by 2015, depending on the date

of delivery of the vessel. Al other single-hull oil tankers
with carrying capacities of 5, 000 dwt and above and not falling
into one of the above categories will also be phased out by 2015,

dependi ng on the date of delivery of the vessel.

Al'l of the Conpany’s Vessel s have double hulls and
conmply with the proposed | MO regul ati ons.

The requirenments contained in the International Safety
Managenent Code, or | SM Code, pronul gated by the I MO also affect
our operations. The |ISM Code requires the party with operationa
control of a vessel to devel op an extensive safety nmanagenent
systemthat includes, anong other things, the adoption of a
safety and environnmental protection policy setting forth
i nstructions and procedures for operating its vessels safely and
descri bi ng procedures for responding to energencies. Qur vesse
manager is certified as an approved shi p manager under the | SM
Code.

The | SM Code requires that vessel operators obtain a
saf ety managenent certificate for each vessel they operate. This
certificate evidences conpliance by a vessel’s managenent with
code requirenents for a safety nanagenent system No vessel can
obtain a certificate unless its nanager has been awarded a
Docunent of Conpliance, issued by each flag state, under the | SM
Code. Al of our vessels have received safety nanagenent
certificates.

Nonconpl i ance with the | SM Code and ot her | MO
regul ati ons may subj ect the shi powner or a bareboat charterer to
increased liability, may lead to decreases in avail abl e insurance
coverage for affected vessels and may result in the denial of
access to, or detention in, some ports. Both the U S. Coast
Guard and European Union authorities have indicated that vessels
not in conpliance with the | SM Code by the applicabl e deadlines
will be prohibited fromtrading in U S. and European Union ports,
as the case may be.

The | MO continues to review and i ntroduce new

regul ations on a regular basis. It is inpossible to predict what
additional regulations, if any, may be passed by the | MO whether
those regulations will be adopted by nenber countries and what
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effect, if any, such regul ations m ght have on the operation of
oil tankers. the Charterer has advised the Conpany that it
currently intends to use the Vessels to deliver crude oi
primarily to Northern Europe, East Asia, the United States and
the Gulf of Mexico (primarily LOOP) fromoil producing areas in
the Arabian Gulf. Because patterns of world crude oil trade are

not constant, the Vessels nmay | oad crude oil in any crude oi
produci ng areas of the world for delivery to areas where oi
refineries are located. |In the Conpany’s opinion, trading of the
Vessel s in such areas will not expose the Vessels to regul ations

nore stringent than those of the United States and/or the | MO
However, additional |aws and regul ati ons may be adopted which
could limt the use of oil tankers such as the Vessels in oi
produci ng and refining regions.

Envi ronnent al Regul ati on- - OPA/ CERCLA.

The U.S. Ol Pollution Act of 1990, or OPA, established
an extensive regulatory and liability regine for environnental
protection and cleanup of oil spills. OPA affects all owners and
operat ors whose vessels trade with the U.S. or its territories or
possessi ons, or whose vessels operate in the waters of the U. S.,
whi ch include the U S. territorial waters and the two hundred
nautical mle exclusive econonmc zone of the U S. The
Conpr ehensi ve Environnental Response, Conpensation and Liability
Act, or CERCLA, applies to the discharge of hazardous substances
whet her on land or at sea. Both OPA and CERCLA inpact our
oper ati ons.

Under OPA, vessel owners, operators and bareboat or
"dem se" charterers are "responsible parties" who are all liable
regardl ess of fault, individually and as a group, for al
cont ai nnent and cl ean-up costs and ot her damages arising from oi
spills fromtheir vessels. These "responsible parties" would not
be liable if the spill results solely fromthe act or om ssion of
athird party, an act of God or an act of war. The other danages
asi de from cl ean-up and contai nnent costs are defined broadly to
i ncl ude:

- nat ural resource damages and rel ated assessnment costs;
- real and personal property danages;

- net | oss of taxes, royalties, rents, profits or earnings
capacity;

- net cost of public services necessitated by a spill
response, such as protection fromfire, safety or health
hazards; and

- | oss of subsi stence use of natural resources.
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OPA limts the liability of responsible parties to the
greater of $1,200 per gross ton or $10 mllion per tanker that is
over 3,000 gross tons. This is subject to possible adjustnent
for inflation. OPA specifically permts individual states to
i npose their own liability regines with regard to oil pollution
i ncidents occurring within their boundaries, and sone states have
enacted legislation providing for unlimted liability for
di scharge of pollutants within their waters. |In sone cases,
states which have enacted their own | egislation have not yet
i ssued i nplenmenting regul ati ons defining tanker owners’
responsi bilities under these | aws.

CERCLA, which applies to owners and operators of
vessels, contains a simlar liability reginme and provides for
cl eanup, renoval and natural resource danages. Liability under
CERCLA is limted to the greater of $300 per gross ton or $5
mllion. These limts of liability do not apply, however, where
the incident is caused by violation of applicable U S. federa
safety, construction or operating regulations, or by the
responsi bl e party’s gross negligence or willful m sconduct.
These limts do not apply if the responsible party fails or
refuses to report the incident or to cooperate and assist in
connection with the substance renoval activities. OPA and CERCLA
each preserve the right to recover damages under existing |aw,
including maritinme tort law. W believe that we are in
substantial conpliance with OPA, CERCLA and all applicable state
regul ations in the ports where our vessels will call.

OPA requires owners and operators of vessels to
establish and maintain with the Coast Guard evi dence of financia
responsibility sufficient to neet the limt of their potentia
strict liability under OPA. The Coast Guard has enacted
regul ati ons requiring evidence of financial responsibility in the
amount of $1,500 per gross ton for tankers, coupling the OPA
limtation on liability of $1,200 per gross ton with the CERCLA
liability Iimt of $300 per gross ton. Under the regul ations,
evi dence of financial responsibility may be denonstrated by
i nsurance, surety bond, self-insurance or guaranty. Under OPA
regul ati ons, an owner or operator of nore than one tanker will be
required to denonstrate evidence of financial responsibility for
the entire fleet in an anount equal only to the financia
responsi bility requirenent of the tanker having the greatest
maxi mum | i ability under OPA/ CERCLA.

Under OPA, with limted exceptions, all newly-built or
converted tankers operating in U S. waters nust be built with
doubl e-hulls. Existing vessels that do not conply with the
doubl e-hul | requirenent nust be phased out over a 20-year period
begi nning in 1995 based on size, age and place of discharge,
unl ess retrofitted with double-hulls. Notw thstanding the phase-
out period, OPA currently permts existing single-hull tankers to

30



<PAGE>

operate until the year 2015 if their operations within U S.
waters are limted to:

- di scharging at the Louisiana Ofshore QI Port, also
known as the LOOP; or

- unl oading with the aid of another vessel, a process

referred to in the industry as "lightering," within
aut horized lightering zones nore than 60 mles off-
shore.

Currently, all of the Company’s Vessels conply with the
doubl e hull requirenents set forth under OPA

Owners or operators of tankers operating in the waters
of the U S. nust file vessel response plans with the Coast Cuard,
and their tankers are required to operate in conpliance with
their Coast Guard approved plans. These response plans nust,
anong ot her things:

- address a "worst case" scenario and identify and ensure,
t hrough contract or other approved neans, the
avai l ability of necessary private response resources to
respond to a "worst case discharge";

- describe crew training and drills; and

- identify a qualified individual with full authority to
i npl enent renoval actions.

Envi ronnent al Regul ati on--Q her

Al though the U.S. is not a party to these conventi ons,
many countries have ratified and follow the liability schene
adopted by the I MO and set out in the International Convention on
Cvil Liability for Gl Pollution Danage, 1969, or CLC. Under
this convention, a vessel’s registered owner is strictly liable
for pollution damage caused in the territorial waters of a
contracting state by discharge of oil, subject to sonme conplete
defenses. Liability is limted to approximately $183 per gross
regi stered ton or approximately $19.3 mllion, whichever is |ess.
| f, however, the country in which the damage results is a party
to the 1992 Protocol to the CLC, the maxinumliability rises to
$82.7 mllion. The Iimt of liability is tied to a unit of
account which varies according to a basket of currencies. The
right tolimt liability is forfeited under the CLC where the
spill is caused by the owner’s actual fault and under the 1992
Protocol, where the spill is caused by the owner’s intentional or
reckl ess conduct. Vessels trading to states which are party to
this convention must provide evidence of insurance covering the
limted liability of the owner. In jurisdictions where the CLC
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has not been adopted, various |egislative schenes or conmon | aw
govern, and liability is inposed either on the basis of fault or
in a manner simlar to the CLC

In addition, nost U S. states that border a navi gable
wat erway have enacted environmental pollution |laws that inpose
strict liability on a person for renoval costs and damages
resulting froma discharge of oil or a release of a hazardous
substance. These | aws nay be nore stringent than U S. federa
|l aw. OPA specifically permts individual states to inpose their
own liability regimes with regard to oil pollution incidents
occurring within their boundaries, and many states have enacted
| egislation providing for unlimted liability for oil spills.

It is inpossible to predict what additional |egislation,
if any, may be pronul gated by the United States or any other
country or authority.

Proposed EU Regul ati ons

The International Maritinme Oganization has approved an
accel erated tinetable for the phase-out of single hull oi
tankers. The new regul ati ons, expected to take effect in
Sept enber 2002 provided they are ratified by the | MO nenber
states, require the phase-out of nobst single hull oil tankers by
2015 or earlier, depending on the age of the tanker and whet her
or not it has segregated ballast tanks. Under the new
regul ati ons the maxi num perm ssi ble age for single hull tankers
after 2007 will be 26 years, as opposed to 30 years under current
regul ati ons. The amendnents to the International Convention for
the Prevention of Marine Pollution from Ships 1973, as anmended in
1978, accel erates the phase-out schedul e previously set by the
MO in 1992. W expect that the European Union will incorporate
the IMOregulations so that port states may enforce them

The sinking of the oil tanker Erika off the coast of
France on Decenber 12, 1999 polluted nore than 250 nil es of
French coastline with heavy oil. Following the spill, the
Eur opean Conmi ssi on adopted a "conmuni cati on on the safety of oi
transport by sea,"” also naned the "Erika conmuni cation.”

As a part of this, the Conmm ssion has adopted a proposa
for a general ban on single-hull oil tankers. The tinmetable for
the ban shall be simlar to that set by the United States under
OPA in order to prevent oil tankers banned fromU S. waters from
shifting their trades to Europe. The ban plans for a gradua
phase-out of tankers dependi ng on vessel type:

- Single-hull oil tankers |arger than 20,000 dwt wi thout

protective ballast tanks around the cargo tanks. This
category is proposed to be phased out by 2005.
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- Single-hull oil tankers |arger than 20,000 dwt in which
the cargo tank area is partly protected by segregated
bal |l ast tank. This category is proposed to be phased
out by 2010.

- Singl e-hull tankers bel ow 20,000 dwt. This category is
proposed to be phased out by 2015.

In addition, Italy has announced a ban of single hul
crude oil tankers over 5,000 dwm fromnost Italian ports,
effective April 2001. This ban will be placed on oil product
carriers, effective Decenmber 1, 2001. It is inpossible to
predi ct what |egislation or additional regulations, if any, my
be promul gated by the European Union or any other country or
authority.

I nspection by O assification Societies

Every seagoi ng vessel nust be "classed" by a
classification society. The classification society certifies
that the vessel is "in class,"” signifying that the vessel has
been built and maintained in accordance with the rules of the
classification society and conplies with applicable rules and
regul ati ons of the vessel’s country of registry and the
i nternational conventions of which that country is a nenber. In
addi ti on, where surveys are required by international conventions
and correspondi ng | aws and ordi nances of a flag state, the
classification society will undertake them on application or by
official order, acting on behalf of the authorities concerned.

The classification society al so undertakes on request
ot her surveys and checks that are required by regul ations and
requirenents of the flag state. These surveys are subject to
agreenents nmade in each individual case and/or to the regul ations
of the country concer ned.

For mai ntenance of the class, regular and extraordinary
surveys of hull, machinery, including the electrical plant, and
any special equi prment classed are required to be perforned as
fol |l ows:

Annual Surveys: For seagoi ng ships, annual surveys are
conducted for the hull and the machi nery, including the
el ectrical plant, and where applicable for special equipnent
classed, at intervals of 12 nonths fromthe date of comencenent
of the class period indicated in the certificate.

I nternedi ate Surveys: Extended annual surveys are

referred to as internedi ate surveys and typically are conducted
two and one-half years after comm ssioning and each cl ass
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renewal . Internedi ate surveys nay be carried out on the occasion
of the second or third annual survey.

Cl ass Renewal Surveys: ass renewal surveys, also
known as special surveys, are carried out for the ship’'s hull
machi nery, including the electrical plant, and for any speci al
equi pnent classed, at the intervals indicated by the character of
classification for the hull. At the special survey, the vesse
i s thoroughly exam ned, including audi o-gauging to determ ne the
t hi ckness of the steel structures. Should the thickness be found
to be less than class requirenents, the classification society
woul d prescribe steel renewals. The classification society may
grant a one-year grace period for conpletion of the special
survey. Substantial anmounts of noney nay have to be spent for
steel renewals to pass a special survey if the vessel experiences
excessive wear and tear. |In lieu of the special survey every
four or five years, depending on whether a grace period was
granted, a shipowner has the option of arranging with the
classification society for the vessel’s hull or machinery to be
on a continuous survey cycle, in which every part of the vesse
woul d be surveyed within a five-year cycle.

At an owner’s application, the surveys required for
cl ass renewal may be split according to an agreed schedule to
extend over the entire period of class. This process is referred
to as continuous class renewal .

Al'l areas subject to survey as defined by the
classification society are required to be surveyed at |east once
per class period, unless shorter intervals between surveys are
prescri bed el sewhere. The period between two subsequent surveys
of each area nust not exceed five years.

Most vessels are al so drydocked every 30 to 36 nonths
for inspection of the underwater parts and for repairs related to
i nspections. |If any defects are found, the classification
surveyor will issue a "recommendation” which nust be rectified by
t he shi powner within prescribed tine limts.

Most insurance underwriters nmake it a condition for
i nsurance coverage that a vessel be certified as "in class" by a
classification society which is a nenber of the Internationa
Associ ation of Cassification Societies.

SALE OF VESSELS AND REPLACEMENT CHARTERS

At |east five nonths prior to the end of the termof a
Charter (including the extension thereof), the Conpany is
obligated pursuant to its Bye-Laws to call a special neeting of
its sharehol ders for the purpose of presenting the sharehol ders
with a proposal to cause the Conpany to sell the rel ated Vessel
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(or the Subsidiary owning such Vessel) and cause the distribution
of the net proceeds of such sale to the shareholders to the
extent permtted under Bernmuda law. The materials to be
distributed to shareholders in connection with such neeting wll

i nclude a recomendation by the Board as to whether it believes
that the sale of the Vessel is in the best interest of the
Conmpany or whether an alternative plan, such as attenpting to
arrange a replacenent charter, mght be of greater benefit to the
Conmpany. Repl acenent charters may include shorter termtine
charters and enploying the Vessels on the spot charter market
(which is subject to greater fluctuation than the tinme charter
market). Any such replacenent charters would likely require the
Conpany to incur greater expenses (which may reduce the anpunts
avai |l abl e to pay dividends to sharehol ders), including insurance,
mai nt enance, crew | abor costs, vessel registration costs and, in
the case of spot charters, bunker (fuel o0il) costs and port
charges. Also, the Conpany’s ability to recharter or sell the
Vessel s woul d be subject to the rights of the | enders under the
Credit Facility and the rights of the U K Lessor under the U K
Fi nance Lease Transactions. Any proposal to cause the sale of a
Vessel (or the Subsidiary owning such Vessel) and he distribution
of the resulting net proceeds (subject to any mandatory
prepaynents under the Credit Facility) will be adopted if
approved by he holders of a majority of the Commobn Shares voting
at a duly constituted neeting of the holders thereof at which a
gquorumis present and voting. |If not directed by the Conpany’s
sharehol ders to cause the sale of the Vessel (or the Subsidiary
owni ng such Vessel), the Conpany will attenpt to recharter the
Vessel on an arnmis-length basis upon such terns as the Manager
recommends, subject to approval by the Board, or inplenment such
ot her plan as the Board shall approve. Alternatively, if
directed by the shareholders to sell a Vessel, the Manager
pursuant to the Managenent Agreenent, shall solicit bids for the
sal e of such Vessel through one or nore independent shi pbrokers.
In such case, the Manager will be obligated to recomend the sale
of the Vessel to the bidder whose bid is on the nost favorable
terms to the Conpany. Neither the Charterer, the Guarantors nor
any ot her conpany of the Royal Dutch/Shell G oup of Conpanies
shall have any preferential rights with respect to any sale or
rechartering of any Vessel in such instance.

Whet her or not all or any of the Charters are renewed,
each of the Primary Loans will nmature in July 2004, seven years
and six nonths after the Delivery Date of the related Vessel, and
the Conpany will be obligated to repay or refinance such
borrowi ngs at such time. There is no assurance that the Conpany
will be able to repay or refinance such borrowings. |In addition,
as noted above, if the Charters for one or nore of the Vessels
are renewed and the Conpany is unable to refinance the rel ated
Primary Loans on acceptable terns, the Conpany may be forced to
attenpt to sell the Vessels subject to the Charters.
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There can be no assurance as to the ability of the
Manager to sell or recharter a Vessel or as to the anmount or
timng of any paynents to be received therefrom

Any sale or any alternative plan will also be subject to
t he Conpany’s obligations under the U K. Finance Lease
Transacti ons.

C. ORGANI ZATI ONAL STRUCTURE
The Conpany has five whol|ly-owned subsidiaries, that

each own one of the Vessels. The followi ng table sets out the
details of the Subsidiaries:

COUNTRY OF OM\NERSHI P VESSEL
NAVE | NCORPORATI ON | NTEREST OWNED
Cedar hur st Tankers LDC Cayman | sl ands 100% Magdal a
Hew ett Tankers LDC Cayman | sl ands 100% Megar a
| nwood Tankers LDC Cayman | sl ands 100% Mur ex
Lawr ence Tankers LDC Cayman | sl ands 100% Macona
Wodnere Tankers LDC Cayman | sl ands 100% Myri na

D. PROPERTY, PLANTS AND EQUI PVENT

Each Vessel is an approxi mtely 298, 000 deadwei ght tonne
("dwt") double hull VLCC built by Daewoo Heavy Industries, Ltd.
(the "Builder") at its shipyard in Korea. The Vessels neet al
mat erial existing regulatory requirenents affecting the Vessels
and their operations. The nanme, dwt, hull type and date of
original delivery fromthe Builder’s yard are set forth bel ow

APPROXI VATE DATE OF DELI VERY FROM
VESSEL NAME  DWI HULL TYPE BU LDER S YARD
Mur ex 298, 000 Doubl e June 2, 1995
Macona 298, 000 Doubl e August 1, 1995
Magdal a 298, 000 Doubl e Sept enber 28, 1995
M/ri na 298, 000 Doubl e Novenber 15, 1995
Megar a 298, 000 Doubl e March 5, 1996

The Vessel s are nodern, high-quality double hull tankers
desi gned for enhanced safety and reliability and for relatively
| ow operating and mai nt enance costs. Design features include a
cargo system desi gned for optinmum port performance, a high grade
anti-corrosion paint systemand pipeline materials which have
been specified with a view to |ong service, an efficient power
generation systemincluding shaft generator, additiona
firefighting and safety equi pment over and above m ni mum
standards and i nproved structural design.
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The Vessels are all registered in the Isle of Mn.

QO her than its interests in the Vessels, the Conpany has
no interest in any other property.

| TEM 5.  OPERATI NG AND FI NANCI AL REVI EW AND PROSPECTS
A. OPERATI NG RESULTS

In February, 1997, the Conpany offered and sold to the
public 16,100,000 Conmon Shares at the initial public offering
price of $20 per share. Sinultaneously the Company sold 1,000, 000
Conmon Shares at a price of $20 per share to ICB Internationa
Ltd.

The Conpany’s five subsidiaries each purchased one VLCC
fromtheir previous owner on February 27, 1997 and i nmedi ately
delivered the Vessels to the Charterer under five separate "hel
and hi gh water" bareboat charters, each with a m ni numterm of
seven years with an option for the Charterer to extend the period
for each Vessel with another seven year period. The first seven
year period is until February 2004.

Under the Charters, the Charterer pays the higher of a
base rate of hire or a spot market related rate. The charterhire
is payabl e quarterly in arrears and the spot market rate of hire
is assessed on a quarterly basis. In each quarter where the spot
market related rate is |lower than the base rate the charterhire
payable is the base rate. In each quarter where the spot narket
related rate is higher than the base rate, the spot market
related rate i s payable.

The base rate is the aggregate of a bareboat charter
conponent of $22,069 per vessel per day and an operating el enent
of $10,500 per day (in the first seven years) which result in a
time charter equivalent rate of $32,569 per day.

The spot market related rate is assessed through a
formul a agreed between the Conpany and the Charterer and based on
mar ket awards provi ded by the London Tanker Broker Panel. The
London Tanker Broker Panel is asked to provide for each quarter
the average spot rates for three standard notional round voyages
for ships simlar to the Vessels:

i) Arabian GQulf to Rotterdamwi th 280, 000 tonnes of cargo;
i) Arabian Qulf to Singapore with 260,000 tonnes of cargo; and

iii) Arabian Gulf to Japan with 260,000 tonnes of cargo.
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The rel evant spot rates are weighted with (i) representing 50%
and (ii) and (iii) each representing 25% when the spot market
related rate is determ ned.

The cal cul ated spot market related rates for each of the years
ended Decenber 31, 2000, 1999 and 1998 were

2000 1999 1998
First Quarter $21, 713 $31, 003 $29, 645
Second Quarter $38, 684 $18, 330 $39, 989
Third Quarter $59, 056 $17, 498 $35, 585
Fourth Quarter $78, 145 $15, 421 $27, 015

As a consequence of the strengthening of the spot rates earned in
the tanker market during 2000, additional hire was paid by Shel
in each of the last three quarters of 2000. The charterhire
paynment for the fourth quarter of 2000 was received in January
2001.

THE TANKER MARKET

According to prelimnary data fromindustry sources,
whi ch the Conpany has not verified, global oil demand is
estimated to have increased by 1% between 1999 and 2000 as a
consequence of demand increases in nost geographical regions.
After production quota cuts in 1999, OPEC responded to market
demand by increasing output in 2000. Due to the weak market in
1999 and early 2000 a substantial nunber of tankers were scrapped
whi ch together with higher oil production created a bal ance
bet ween dermand and supply in the tanker market. The VLCC rates as
a consequence started to inprove fromthe end of the first
quarter of 2000 and continued to strengthen through the year. In
early 2001, OPEC reduced production quotas to accommodate a
seasonal reduction in oil demand with the aimto keep OPEC crude
oil prices within the range of US$22-28 per barrel. As a result,
tanker rates have declined in 2001 conpared to the record rates
seen in the fourth quarter of 2000. Rates at the end of the first
quarter of 2001 were, in spite of this decline, still attractive
for tanker owners.

26 VLCCs were sold for denolition in the year 2000,
whil e 41 newbuil di ngs were delivered. 56 newbuil ding contracts
were signed during the year, resulting in the orderbook standing
at 87 vessel s.

Denolition activity slowed down in the second hal f of
2000 as a result of the strong narket. New rules for tankers have
been inposed by the IMDat its neeting in April 2001. These
rules, if ratified by I MO nenber states, will cause the renova
fromtrading in the years 2003-2006 of practically all large
crude oil tankers built prior to 1980.
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VLCC earni ngs averaged al nost $50, 000 per day for nodern
vessel s on West bound voyages fromthe Arabian Gulf. The trend
was i ncreasing throughout the year with forth quarter earnings
averagi ng nore than $70,000 per day. This is a sharp inprovenent
conpared to the correspondi ng figures for 1999 when nodern VLCCs
earned $21, 300 per day on average for the year and $16, 000 per
day in the forth quarter

YEAR ENDED DECEMBER 31, 2000 COMPARED TO YEAR
ENDED DECEMBER 31, 1999

CHARTERHI RE

In 2000, charterhire revenue total ed $76, 335, 975, an
i ncrease of 89.5% or $36,060, 050, conpared with $40, 275,925 in
t he year ended Decenber 31, 1999. In 1999, the conditions
prevailing in the tanker market meant that only base rate
charterhire of $22,069 per day per vessel was received. |n 2000,
t he Conpany benefited fromthe strengthening in the tanker market
and, in accordance with the terns of the Charters, received
Additional Hre. This Additional Hire, which is calculated on a
quarterly basis, totalled $35,949, 705 for the year, equivalent to
an average of $19, 645 per day per vessel. No additional hire was
earned in 1999.

OPERATI NG EXPENSES

Oper ati ng expenses decreased in 2000 due to a reduction
in adm ni strative expenses. This was achieved primarily through a
reduction in the premiumpaid for the Conpany’s directors’ and
officers’ liability insurance. The Conpany does not incur and
does not expect to incur significant adm nistrative expenses,
apart frompremuns in respect of the Conpany’s directors’ and

officers’ and general liability insurance, which the Conpany
prepays on an annual basis. There can be no assurance, however,
that the Conpany will not have ot her cash expenses or conti ngent
liabilities for which reserves will be required.

| NTEREST | NCOVE AND EXPENSE

Interest incone and interest expense were affected in
2000 by the repaynent of the final installnment of the Anortizing
Loan as di scussed below. Interest incone decreased by $215,611 to
$185,476 in 2000. The Conpany received interest on bank deposits
in the amount of $185,476 in 2000, as conpared to $111,434 in
1999. Interest received fromthe Charterer (in the form of
Suppl emrental Hire) in respect of the Anortizing Loan total ed
$289, 653 in 1999 and $nil in 2000.

I nt erest expense decreased by 3.4%to $8, 933,869 in 2000
from$9, 249,110 in 1999. Interest relating to the Primary Loan
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was $8, 959,457 in 1999 and 1998. Interest relating to the

Anorti zing Loan was $289,653 in 1999 and $5, 101 i n 2000.
Anortization of the Credit Facility expense, the main conponent
of other financial costs, was $371,543 in 2000 and 1999. In

addi tion, during 2000 and 1999, the Conpany incurred a fee to the
agent bank for the Credit Facility in the amount of $50, 000.
There can be no assurance that the Conpany will not have ot her

fi nanci al expenses for which reserves will be required.

YEAR ENDED DECEMBER 31, 1999 COMPARED TO YEAR
ENDED DECEMBER 31, 1998

CHARTERHI RE

In total, charterhire earned during 1999 decreased by
10.6 %to $40, 275,925 from $45, 039, 385 for the period ending
Decenber 31, 1998. This anmount was charterhire paid at the Base
Rate. In 1998 Additional H re of $4,763,460 was earned
($8,217,440 in 1997). Additional Hire was earned in 1998, due to
t he hi gher market charter rates for that year, which resulted in
addi ti onal paynents under the formula under which the Charterer
is obligated to pay Additional Hire.

OPERATI NG EXPENSES

Oper ating expenses during 1999 decreased by $118 to
$18, 433,882 from $18, 434,000 in the period endi ng Decenber 31,
1998. Depreciation of the Conpany’'s Vessels and the managenent
fee paid by the Conpany to the Manager in 1999 was equal to 1998.
QO her admi nistrative expenses, consisting of premuns for the
Conmpany’s directors’ and officers’ liability insurance decreased
by 0.1 %to $91,022 in 1999 from $91, 140 in 1998.

| NTEREST | NCOVE AND EXPENSE

I nterest incone during 1999 decreased by 54.8 %to
$401, 087 from $888, 120 in 1998. The Conpany received interest on
deposits in the amount of $111,434 in 1999, as conpared to
$160,580 in 1998. Interest received fromthe Charterer (in the
form of Supplenmental Hire) in respect of the Anortizing Loan
total ed $289, 653 in 1999 as conpared to $727,540 in 1998.

I nt erest expense decreased by 4.5 %to $9, 249,110 in
1999 from $9, 686, 142 in 1998. Interest relating to the Primary
Loan was $8, 959,457 in 1999 and 1998. Interest relating to the
Anorti zing Loan was $289,653 in 1999 as conpared to $726,283 in
1998, and anortization of the Credit Facility expense was
$371,543 in 1999 and 1998. During 1999, the Company incurred a
fee to the agent bank for the Credit Facility in the anmount of
$50, 000. There can be no assurance that the Conmpany will not have
ot her financial expenses for which reserves will be required.
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I NFLATI ON

Managenent does not believe that inflation wll
significantly affect the Conpany’ s expenses over the termof the
Charters. However, during the termof the Charters, inflationary
pressures could result in increased spot charter rates, thereby
resulting in an increase in Additional H re being payable by the
Charterer. On the other hand, in the event that inflation becones
a significant factor in the world econony, managenent believes
that inflationary pressures could naterially and adversely affect
the market for crude oil and oil tankers (including the Vessels)
and result in increased vessel operating costs. These factors nay
affect the Charterer’s decision as to whether to extend the term
with respect to one or nore of the Charters and may be
significant to the Conpany in the event that the Charterer does
not exercise such rights of extension.

The Conpany’s borrowi ngs under the Credit Facility bear
interest at a floating rate. The Conpany has entered into the
Swap, which effectively converts its obligations to a fixed rate,
assum ng the Swap Counterparty perforns its obligations
thereunder. In the event of a default by such Swap Counterparty,
t he Conpany coul d face increased interest expense.

Al t hough the Conpany’s activities are conducted
wor | dwi de, the international shipping industry’ s functiona
currency is the United States Dollar and virtually all of the
Conpany’ s operating revenues and nost of its anticipated cash
expenses are expected to be denom nated in United States Dol l ars.
Accordi ngly, the Conpany’s operating results follow ng expiration
of termnation of the Charters are not expected to be adversely
af fected by novenents in currency exchange rates or the
i mposition of currency controls in the jurisdictions in which the
vessel s operate.

B. LIQU DI TY AND CAPI TAL RESOURCES

Total assets of the Conpany at Decenber 31, 2000, were
$404, 739, 841 conpared wi th $403, 265, 501 at Decenber 31, 1999. The
Conmpany’ s sharehol ders’ equity at Decenber 31, 2000, was
$277,218, 288 conpared with $273, 980, 543 at Decenber 31, 1999.
This increase in shareholders’ equity is due to net incone for
2000 of $48, 723,745 less distributions to the sharehol ders of
$45, 486, 000. Cash generated from operating activities in 2000 was
$47,344,213 mllion of which $1,681,538 mllion was used to repay
| oans and $45, 486,000 mllion was distributed to sharehol ders.

The Conpany’s sources of capital have been the proceeds
of its initial public offering and the Credit Facility and the
U K. Finance Lease. Wile the Manager is required to bear the
Conmpany’ s expenses (other than certain extraordi nary expenses,
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i nsurance premuns for directors’ and officers’ liability and
general liability insurance and principal and interest on account
of the Credit Facility), the Manager has no additional obligation
to make additional capital contributions to the Conpany. The
Company has sufficient sources of incone through the paynent of
charterhire by the Charterer during the termof the Charters to
pay ordinary recurring expenses that are not borne by the
Manager. However, there can be no assurance that the Conpany w |
be able to repay or refinance its borrow ngs when the Prinmary
Loan becones due, or that it will not incur extraordinary
expenses. Paynents of principal and interest on the Anorti zi ng
Loan were due in quarterly installnments through January 15, 2000.
The Suppl enental Hire was in an anmount equival ent to those
quarterly install nments.

C. RESEARCH AND DEVELOPMENT, PATENTS AND LI CENSES, ETC.
Not appli cable
D. TREND | NFORNVATI ON

The oil tanker industry has been highly cyclical,
experiencing volatility in charterhire rates and vessel val ues
resulting fromchanges in the supply of and the demand for crude
oil and tanker capacity. See Item4. Information on the Conpany
-- Business Overview -- Industry Conditions.

According to prelimnary data fromindustry sources,
whi ch the Conpany has not verified, global oil demand is
estimated to have increased by 1% between 1999 and 2000 as a
consequence of demand increases in nost geographical regions.
After production quota cuts in 1999, OPEC responded to market
dermand by increasing output in 2000. Due to the weak narket in
1999 and early 2000 a substantial nunber of tankers were scrapped
whi ch together with higher oil production created a bal ance
bet ween dermand and supply in the tanker market. The VLCC rates
as a consequence started to inprove fromthe end of the first
quarter 2000 and continued to strengthen through the year. 1In
early 2001, OPEC has reduced production quotas to accommpdate a
seasonal reduction in oil demand with the aimto keep OPEC crude
oil prices within the range of US$22-28 per barrel. As a result,
tanker rates have declined in 2001 conpared to the record rates
seen in the fourth quarter of 2000. Rates at the end of the
first quarter 2001 were, in spite of this decline, stil
attractive for tanker owners.
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| TEM 6. DI RECTORS, SEN OR MANAGEMENT AND EMPLOYEES
A. DI RECTORS AND SENI OR MANAGENMENT
Set forth below are the names and positions of the

directors and executive officers of Knightsbridge Tankers Limted
(the "Conpany").

The COVPANY

Nane Age Position

A a Lorent zon 51 Director and Chairnan

Tor A av Troim 38 Di rector and Vi ce- Chai r man
Douglas C. Wl cot't 69 Director

David M Wite 60 Director

Ti mot hy J. Counsel | 42 Director

Kat e Bl ankenship 36 Chi ef Financial Oficer and

Secretary

Pursuant to a Managenent Agreenment with the Conpany, the
Manager provi des nmanagenent, adm nistrative and advi sory services
to the Conpany. Set forth bel ow are the nanes and positions of
the directors and executive officers of the Manager.

Nane Age Position

Kat e Bl ankenship 36 Director, Chairman and Secretary
Tom E. Jebsen 43 Di rector and Vi ce- Chairman

Ti mot hy J. Counsel | 42 Di rector

Directors of both the Conpany and the Manager are
el ected annual |y, and each director elected holds office until a
successor is elected. Oficers of both the Conpany and the
Manager are elected fromtine to tine by vote of the respective
board of directors and hold office until a successor is elected.
Certain biographical information with respect to each director
and executive officer of the Conpany and the Manager is set forth
bel ow.

O a Lorentzon has been a director of the Conpany since Septenber
18, 1996 and Chairnman since May 26, 2000. M. Lorentzon has al so
been a director and President of |1CB since 1987 and has been
Managi ng Director of Frontline Managenent AS, a subsidiary of
Frontline, since April 2000. Until 2000 M. Lorentzon was a
director of The Swedi sh Protection and Indemity C ub (SAAF),
Swedi sh Shi ps Mortgage Bank and The Swedi sh Shi powners’

Associ ation, Deputy Chairman of the Liberian Shi powners Counci
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and a nenber of the International Associ ati on of Tanker Omners
(I'ntertanko) Council

Tor A av Troimhas been a director, Vice-Chairnman and Chi ef
Executive Oficer of the Conpany since May 26, 2000. M. Troim
has been a director of Frontline since July 1, 1996. M. Troim
al so serves as a director of ICB and Frontline Managenent AS,
both subsidiaries of Frontline. He is a director of Aktiv Inkasso
ASA and Northern O fshore ASA, both Norwegian publicly listed
conpanies. Prior to his service with Frontline, from January
1992, M. Troimserved as Managi ng Director and a nenber of the
board of Directors of DNO AS, a Norwegi an oil conpany.

Douglas C. Wl cott has been a director of the Conmpany since

Sept enber 18, 1996. M. Wl cott has al so served as President of
Chevron Shipping Corporation until 1994. He was fornerly the
Chai rman of the G| Conpanies International Forum (OCIMF), the

I nterim Suppl emrent to Tanker Liability for QI Pollution

(CRI STAL) and the Marine Preservation Association (MPA). M.

Wl cott al so served as Deputy Chairman and Director of the United
Ki ngdom Protection and Indemity Club and as a director of The
Anmeri can Bureau of Shipping and London & Overseas Freighters
Limted. He is currently also a director of Managenark Inc.

David M Wiite has been a director of the Conpany since Septenber
18, 1996. M. Wite was Chairman of Dan Wite Investnment Limted
which is now closed. M. Wite has also served as a director of
Nat West Equity Primary Markets Limted from January 1992 to March
1996, and was previously a director of both NatWst Markets
Corporate Finance Limted and Nat West Markets Securities Limted
until Decenber 1991.

Tinmothy J. Counsell has been a director of the Conpany since
March 27, 1998 and a director of the Manager since May 14, 1999.
M. Counsell is a partner of the law firm of Appleby Spurling &
Kenpe, Bernudi an counsel to the Conpany and joined the firmin
1990. M. Counsell is currently a director of BT Shipping Limted
and of Benor Tankers Ltd, alternate director of Bona Shi phol di ng
Ltd and Resident Representative of Mosvol d Shippi ng.

Kat e Bl ankenshi p has been Chief Financial Oficer of the Conpany
since April 17, 2000 and Secretary of the Conmpany since

Decenber 27, 2000. Ms. Bl ankenship has been a director and

Chai rman of the Manager since March 2000 and Secretary of the
Manager since Decenber 28, 2000. Ms. Bl ankenship has been Chi ef
Accounting O ficer and Secretary of Frontline since 1994. Prior
to joining Frontline, she was a Manager with KPMG Peat Marwi ck in
Bernmuda. She is a nenber of the Institute of Chartered
Accountants in England and Wl es.
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Tom E. Jebsen has been a director of the Manager since March
2000. M. Jebsen has served as Chief Financial Oficer of
Frontli ne Managenent since June 1997. From Decenber 1995 until
June 1997, M. Jebsen served as Chief Financial Oficer of

Tschudi & Eitzen Shipping ASA, a publicly traded Norwegi an

shi powni ng conpany. From 1991 to Decenber 1995, M. Jebsen served
as Vice President of Dyno Industrier ASA a publicly traded

Nor wegi an expl osi ves producer. M. Jebsen is also a director of
Asur ancef oreni ngen Skuld, Unitas, a mutual hull and nachinery
club and Hugin AS, an internet conpany.

MANAGEMENT  AGREEMENT

Under the Managenent Agreenent the Manager is required
to manage t he day-to-day busi ness of the Conpany subject, always,
to the objectives and policies of the Conpany as established from
time to tine by the Board. Al decisions of a material nature
concerni ng the business of the Conpany are reserved to the
Conmpany’s Board of Directors. The Managenent Agreement wil |
termnate in 2012, unless earlier term nated pursuant to the
terns thereof, as discussed bel ow

For its services under the Managenent Agreenent, the
Manager is entitled to a Managenent Fee equal to $750, 000 per
annum The Conpany believes that these fees are substantially on
the sane terns that would be obtained froma non-affiliated
party. The Manager was not affiliated with the Conpany, the
Charterer or Guarantors at the tinme these fees were negoti at ed.

Pursuant to the Managenent Agreenent, the Manager is
required to pay fromthe Managenent Fee, on behalf of the
Conmpany, all of the Conpany’s expenses including the Conpany’s
directors’ fees and expenses; provided, however, that the Manager
is not obligated to pay, and the Conpany is required to pay from
its own funds (i) all expenses, including attorneys’ fees and
expenses, incurred on behalf of the Conpany in connection with
(A) the closing of the Conpany’s public offering and all fees and
expenses related thereto and to the docunents and agreenents
descri bed herein, including in connection with the Credit
Facility and the U K. Finance Leases, (B) any litigation
commenced by or against the Conpany unless arising fromthe
Manager’s gross negligence or wllful msconduct, and (C) any
i nvestigation by any governnental, regulatory or self-regulatory
authority invol ving the Conmpany or the O ferings unless arising
fromthe Manager’s gross negligence or willful m sconduct,

(ii) all premuns for insurance of any nature, including
directors’ and officers’ liability insurance and genera
liability insurance, (iii) all costs in connection with the
adm nistration and the registration and listing of the Common
Shares, (iv) principal and interest on the Credit Facility,
(v) brokerage conmissions, if any, payable by the Conpany,
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(vi) all costs and expenses required to be incurred or paid by

t he Conpany in connection with the redelivery of any Vesse
following the expiration or earlier termnation of the rel ated
Charter, (including, without Iimtation, any drydocking fees and
the cost of special surveys and appraisals) and (vii) any anount
due to be paid by the Conpany pursuant to the U K Finance Lease
Transacti ons.

Not wi t hst andi ng the foregoing, the Manager will have no
liability to the Conmpany under the Management Agreenent for
errors of judgnent or negligence other than its gross negligence
or willful m sconduct.

In the event the Charterer shall notify a Subsidiary
that it will not extend or renew a Charter for a Vessel, the
Manager i s required under the Managenent Agreenent to anal yze the
alternatives available to the Conpany for the use or disposition
of such Vessel, including the sale of such Vessel (or the
Subsi di ary owni ng such Vessel) and the distribution of the
proceeds to the Conpany’s sharehol ders, and to report to the
Board with its reconmendati ons and the reasons for such
recommendations at | east five nonths before the expiration of
such Charter. If directed by the Conpany’s shareholders to sell a
Vessel (or the Subsidiary owning such Vessel), the Manager is
requi red upon the Board s request to solicit bids for the sale of
such Vessel (or the Subsidiary owni ng such Vessel) for the
presentation to the Board. |In such case, the Manager will be
obligated to recomrend the sale of the Vessel to the bidder which
has of fered the bid nbst economcally favorable to the Conpany

and the hol ders of the Conmon Shares. The Manager will receive a
conmm ssion equal to 1% of the net proceeds of such sal e unless
sold to the Manager or an affiliate of the Manager. |f not

directed by the Conpany sharehol ders to sell the Vessel, the
Manager is required to attenpt to recharter the Vessel on an
arms-| ength basis upon such terns as the Manager deens
appropriate, subject to the approval of the Board. The Manager
will receive a conm ssion equal to 1.25% of the gross freight
earned from such rechartering (which is the standard industry
comm ssion). In either such case, the Manager, on behalf of the
Conmpany, may utilize the services of brokers and | awyers, and
enter into such conpensation arrangenents with them subject to
the Board s approval, as the Manager deens appropriate.

| f, upon the expiration of a Charter, the Conpany
undert akes any operational responsibility with respect to the
rel ated Vessel and requests the Manager to perform any of such
responsibility on the Conpany’s behal f, the parties wl|
negotiate a new fee and expense arrangenent. |If the parties are
unabl e to reach a new fee and expense arrangenent, either party
may term nate the Managenent Agreenent on 30 days’ notice to the
ot her party.
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In addition to the circunstance set forth above, the
Conmpany may term nate the Managenent Agreenent at any tinme upon
30 days’ notice to the Manager for any reason, provided that any
such term nation shall have been approved by a resolution duly
adopted by the affirmati ve vote of the holders of at |east 66-
2/ 3% of the Conpany’ s outstandi ng Conmon Shares. The Conpany may
term nate the Managenent Agreenent at any tinme upon five business
days’ prior witten notice to the Manager in the event of the
Manager’s material breach thereof, the failure of the Manager to
mai nt ai n adequat e aut hori zation to performits duties thereunder,
t he Manager’s insolvency, in the event that it becomes unl awf ul
for the Manager to performits duties thereunder or if the
Manager ceases to be wholly-owned, directly or indirectly, by ICB
or its successor as ultimte parent of the Manager. Frontline,
with its acquisition of ICB, is ICB s successor as ultimte
parent of the Manager. The Manager may term nate the Managenent
Agreement upon ten business days’ prior witten notice to the
Conmpany in the event that the Conpany undergoes a "change of
control™ which is the election of any director whose el ecti on was
not recommended by the then current Board. Upon any term nation
of the Managenent Agreenent, the Manager is required to pronptly
wind up its services thereunder in such a manner as to mnim ze
any interruption to the Conmpany’s business and submt a fina
accounting of funds received and di sbursed under the Managenent
Agreement to the Conpany and any undi sbursed funds of the Conpany
in the Manager’ s possession or control will be pronptly paid by
t he Manager as directed by the Conpany. The Conpany believes that
in the case of any termi nation of the Managenent Agreenent, the
Conmpany coul d obtain an appropriate alternative arrangenent for
t he managenent of the Conpany, although there can be no assurance
that such alternative arrangenment woul d not cause the Conpany to
i ncur additional cash expenses. In the case of a termnation
wi t hout cause by the Conpany upon a resol ution adopted by the
hol ders of at |east 66 2/ 3% of the Conpany’s Comon Shares (as
descri bed above) or by the Manager in the case of a "change in
control," the Conpany shall pay to the Manager an anount equal to
the present value calculated at a discount rate of 5% per annum
of all fees which the Manager woul d have received through the
seventh anniversary of the Delivery Date in the absence of such
term nation, and followi ng the seventh anniversary of the
Delivery Date, the Conpany shall pay to the Manager an anount
equal to the present value calculated at a discount rate of 5%
per annum of all fees which the Manager woul d have received
through the fifteenth anniversary of the Delivery Date in the
absence of such term nation.

B. COVPENSATI ON
Pursuant to the Managenent Agreenent, the Manager pays

fromthe Managenent Fee the annual directors’ fees of the
Conmpany. For 2000, the directors received fromthe Manager
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$72,000 in fees in the aggregate. No separate conpensation was
paid to the Conpany’s officers. The Manager expects to pay the
same directors’ fee for the year 2001 as was paid to directors
for 2000.

C. BOARD PRACTI CES

As provided in the Conpany’s Bye-|aws, each Director
shall hold office until the next Annual General Meeting follow ng
his election or until his successor is elected. The Oficers of
t he Conpany are el ected by the Board of Directors as soon as
possi bl e foll owi ng each Annual General Meeting and shall hold
of fice for such period and on such terns as the Board nay
det er mi ne.

The Conpany has established an audit comrittee conprised
of Messrs. White and Wl cott, independent directors of the
Conpany.

D. EMPLOYEES

Nei t her the Conpany nor the Manager have had any
enpl oyees since inception.

E. SHARE OWNERSHI P

As of March 31, 2001, none of the directors or officers
of the Company owned any Commobn Shares.

I TEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTI ONS
A. MAJOR SHAREHOLDERS

The Conpany is not directly or indirectly controlled by
anot her corporation, by a foreign governnent or by any other
natural or |egal person.

The followi ng table presents certain information
regardi ng the current ownership of the Common Shares with respect
to (i) each person who is known by the Conpany to own nore than 5
per cent of the Conpany’s outstanding Odinary Shares; and (ii)
all directors and officers as a group as of March 31, 2001.

ORDI NARY SHARES

OMNNER AMOUNT PER CENT
Citigroup Inc. 1, 310, 149 7. 7%
Penki ns, Wl f, MDonnel &

Conpany 1,126, 250 7.5%
Gol dman, Sachs & Co. 1,143,178 6. 7%
556 Citi Fund Managenent LLC 1, 305, 000 7.6%
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There are no differences in the voting rights of the major
shar ehol ders.

As of March 31, 2001, none of the directors or officers
of the Company owned any Commobn Shares.

B. RELATED PARTY TRANSACTI ONS

Not Appl i cable

C. I NTERESTS OF EXPERTS AND COUNSEL

Not Appl i cable

| TEM 8. FI NANCI AL | NFORMATI ON

A. CONSCLI DATED STATEMENTS AND OTHER FI NANCI AL | NFORNMATI ON
See |tem 18.

LEGAL PROCEEDI NGS

To the best of the Conpany’s know edge, there are no
| egal or arbitration proceedi ngs existing or pending which have
had or may have, significant effects on the Conpany’s financi al
position or profitability and no such proceedi ngs are pendi ng or
known to be contenpl ated by governnental authorities.

DI VI DEND PCLI CY

The Conpany policy is to pay quarterly distributions to
hol ders of record of Common Shares in each January, April, July
and Cctober in anobunts substantially equal to the charterhire
recei ved by the Conpany under the Charters, |ess cash expenses
and | ess any reserves required in respect of any contingent
liabilities. Currently, the Conpany does not have any materi al
cash expenses other than (i) a nmanagenent fee of $750, 000 per
annum payable to the Manager (the "Managenent Fee") (ii) certain
directors’ and officers’ liability insurance premuns in the
current anount of $50,000 per annum (iii) the agent bank annua
fee of $50,000 and (iv) paynent of interest on the Primary Loan.
Until January 15, 2000, when the Anortizing Loans were satisfied,
t he Conpany al so paid interest and principal on the Anorti zing
Loans (which were equivalent to the anobunts of Suppl enenta
Hire). Any |ease paynents under the U K Finance Leases are
expected to be paid under the Letters of Credit or otherw se by
the Charterer, and therefore are not considered cash expenses of
t he Conpany and are not expected to reduce anounts available to
t he Conpany for the paynent of distributions to sharehol ders.
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Decl arati on and paynent of any dividend is subject to the
di scretion of the Conmpany’'s Board of Directors. The declaration
and paynent of distributions to shareholders is prohibited if the
Conmpany is in default under the Credit Facility or if such
paynment would be or is reasonably likely to result in an event of
default under the Credit Facility. Any paynent of distributions
to sharehol ders by the Conmpany in any year nay al so be dependent
upon the adoption by the holders of a majority of the Common
Shares voting at the annual neeting of sharehol ders of the
Conmpany of a resolution effectuating a reduction in the Conpany’s
share premiumand a credit to the Conpany’s contributed capita
surplus account. The Conpany’s sharehol ders adopted such a
resolution at the Conpany’ s annual general neeting in Mrch,
1999. The tim ng and anount of dividend paynments will be
dependent upon the Conpany’s earnings, financial condition, cash
requi renents and availability, the provisions of Bernuda | aw
affecting the paynent of distributions to sharehol ders and ot her
factors.

There can be no assurance that the Conpany will not have
ot her expenses, including extraordi nary expenses, which could
i nclude costs of clainms and related litigation expenses, which
are not covered by the indemification provisions of the
Charters, or that the Conmpany will not have conti ngent
liabilities for which reserves are required. As an "exenpted"
Ber ruda conpany, the Conpany does not expect to pay any income
taxes in Bernmuda. The Conpany al so does not expect to pay any
i ncone taxes in the Cayman |slands (the jurisdiction of
organi zati on of the Subsidiaries) or the Isle of Man (the
jurisdiction in which the Vessels are registered).

The Conpany has paid dividends on a quarterly basis
commencing in April 1997, in an aggregate anmount equal to the
charterhire received fromthe charterer | ess the Conpany’ s cash
expenses and | ess any reserves required in respect of any
contingent liabilities. Such expenses will consist primarily of
a managenent fee, paynents of principal and interest on | oans,

i nterest paynents on | oans and the insurance premnm uns, plus any
ot her expenses and contingent liabilities not covered by the
managenent fee. The Conpany intends to continue to pay dividends
on a quarterly basis. There can be no assurance that the Conpany
will not incur other expenses or contingent liabilities that
woul d reduce or elimnate the cash available for distribution as
dividends. In particular, toward the end of the termof the
charters, the Conpany is likely to have additional expenses and
may have to set aside amounts for future paynents of interest.
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In 2000, 1999 and 1998, the Conpany paid the follow ng
di stributions to sharehol ders.

RECORD DATE PAYMENT DATE AMOUNT PER SHARE
2000

January 28, 2000 February 11, 2000 $0. 44
April 27, 2000 May 12, 2000 $0. 44
July 24, 2000 August 7, 2000 $0. 61
COct ober 26, 2000 Novenber 8, 2000 $1. 17
1999

January 25, 1999 February 9, 1999 $0. 45
April 26, 1999 May 11, 1999 $0. 45
July 27, 1999 August 11, 1999 $0. 45
COct ober 26, 1999 Novenber 10, 1999 $0. 45
1998

January 26, 1998 February 10, 1998 $0. 75
April 27, 1998 May 12, 1998 $0. 45
July 27, 1998 August 11, 1998 $0. 63
Oct ober 26, 1998 Novenber 10, 1998 $0. 53

Because each of the Primary Loans matures after the
initial termof the Charters and nust be repaid or refinanced at
such tinme, the Conpany nmay, in the last year of the initial term
of a Charter, set aside anopunts for paynent of interest and
princi pal which would be due on the related Primary Loan
follow ng term nation of such Charter in the event the Charterer
does not renew such Charter or the Conpany cannot arrange to
recharter or sell the Vessel as of the expiration date of such
Charter. In addition, the Conpany may have to set aside anpunts
in the last year of the initial termof a Charter in anticipation
of costs that nay be incurred in connection with the resale or
rechartering of the Vessel in the event the Charterer does not
renew such Charter. These anmounts woul d not be available for the
paynment of distributions to sharehol ders at such tine.

It is expected that any cash distributions by the
Conmpany wi |l exceed the Company’s earnings and profits for U S.
tax purposes, with the result that for each full year that the
Charters are in place a portion of such distributions my be
treated as a return of the "basis" of a U S. holder’s Common
Shares. The Conpany is a passive foreign investnent conpany
("PFIC'), and as a result U S. Holders nmust nmake a tinely tax
el ection known as "QEF El ection” with respect to the Conpany in
order to prevent certain tax penalties fromapplying to such U S
hol der. The Conpany intends to provide all necessary tax
i nformati on to sharehol ders during February of each year in order
that they nmay make such election. For the year ended Decenber
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31, 2000, the Conpany mailed such tax infornmation to its

shar ehol ders in February, 2001
B. SI GNI FI CANT CHANGES

Not Appl i cabl e

| TEM 9. THE OFFER AND LI STI NG

Not applicable except for Item9. A 4. and Item9. C

The followi ng table sets forth,

for the three nost

recent fiscal years and the period during 1997 during which the

Conmpany’ s Common Shares were traded on the Nasdag Nati ona

Mar ket, the annual high and | ow closing prices for the Conmon

Shares as reported by the Nasdaqg Nati ona

Mar ket .

H GH
FI SCAL YEAR ENDED DECEMBER 31
2000 $25. 250
1999 $21. 875
1998 $30. 750
FI SCAL PERI OD ENDED DECEMBER 31
1997 $33. 375

The followi ng table sets forth, for the tw nost

$11.
$11.
$18.

$20.

recent fiscal

LOW
938

500
500

375

years, the high and | ow closing prices for the Cormon Shares as

reported by the Nasdag National Market.

H GH
FI SCAL YEAR ENDED DECEMBER 31, 2000
First quarter $18. 750
Second quarter $20. 750
Third quarter $25. 250
Fourth quarter $24. 000
FI SCAL YEAR ENDED DECEMBER 31, 1999
First quarter $21. 875
Second quarter $19. 875
Third quarter $18. 625
Fourth quarter $16. 125

The followi ng table sets forth, for the nost
the high and |l ow closing prices for the Common Shares as reported

by the Nasdaq National Market.
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$11.
$15.
$18.
$18.

$16.
$16.
$15.
$11.

LOW

938
750
375
250

250
500
875
500

recent six nonths,
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H GH LOW
April 2001 $27. 800 $23. 750
March 2001 $24. 500 $21. 375
February 2001 $23. 500 $20. 000
January 2001 $25. 188 $20. 875
Decenber 2000 $22. 125 $18. 250
Novenber 2000 $23. 250 $20. 313

The Conpany’s Common Shares have been quoted on the Nasdaq
Nat i onal Mar ket under the synmbol "VLCCF" since its initial public
offering in February 1997.

| TEM 10. ADDI TI ONAL | NFORNMATI ON

A. SHARE CAPI TAL

Not Appl i cabl e

B. MEMORANDUM AND ARTI CLES OF ASSOCI ATI ON

I ncorporated by reference to "Description of Capital
St ock™ in the prospectus contained in the Conpany’s Registration
Statenent on FormF-1, filed Decenber 13, 1996 (File No. 333-
6170).

C. MATERI AL CONTRACTS
Not Appl i cabl e
D. EXCHANGE CONTROLS

The Conpany has been designated as a non-resident of
Ber muda for exchange control purposes by the Bernuda Mnetary
Aut hority, whose perm ssion for the issue of the Common Shares
was obtained prior to the offering thereof.

The transfer of shares between persons regarded as
resi dent outside Bernuda for exchange control purposes and the
i ssuance of Common Shares to or by such persons nay be effected
wi t hout specific consent under the Bernuda Exchange Control Act
of 1972 and regul ati ons thereunder. |ssues and transfers of
Common Shares involving any person regarded as resident in
Ber muda for exchange control purposes require specific prior
approval under the Bernuda Exchange Control Act 1972.

Subj ect to the foregoing, there are no limtations on
the rights of owners of the Conmon Shares to hold or vote their
shares. Because the Conpany has been desi gnated as non-resi dent
for Bernuda exchange control purposes, there are no restrictions
on its ability to transfer funds in and out of Bernuda or to pay
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dividends to United States residents who are hol ders of the
Common Shares, other than in respect of |ocal Bernuda currency.

In accordance with Bernuda | aw, share certificates my
be issued only in the nanes of corporations or individuals. In
the case of an applicant acting in a special capacity (for
exanpl e, as an executor or trustee), certificates may, at the
request of the applicant, record the capacity in which the
applicant is acting. Notw thstanding the recording of any such
speci al capacity, the Conpany is not bound to investigate or
i ncur any responsibility in respect of the proper admnistration
of any such estate or trust.

The Conpany will take no notice of any trust applicable
to any of its shares or other securities whether or not it had
noti ce of such trust.

As an "exenpted conpany"”, the Conpany is exenpt from
Bernmuda | aws which restrict the percentage of share capital that
may be hel d by non-Bernudi ans, but as an exenpted conpany, the
Conmpany may not participate in certain business transactions
including: (i) the acquisition or holding of |land in Bernuda
(except that required for its business and held by way of | ease
or tenancy for terns of not nore than 21 years) wi thout the
express authorization of the Bernuda | egislature; (ii) the taking
of nortgages on land in Bernuda to secure an anmount in excess of
$50, 000 wi t hout the consent of the Mnister of Finance of
Bernmuda; (iii) the acquisition of securities created or issued
by, or any interest in, any |local conpany or business, other than
certain types of Bernuda governnent securities or securities of
anot her "exenpted conpany, exenpted partnership or other
corporation or partnership resident in Bernuda but incorporated
abroad; or (iv) the carrying on of business of any kind in
Ber muda, except in so far as nay be necessary for the carrying on
of its business outside Bernmuda or under a |icense granted by the
M ni ster of Finance of Bernuda.

There is a statutory renedy under Section 111 of the
Conpani es Act 1981 which provides that a sharehol der nmay seek
redress in the Bernuda courts as |ong as such sharehol der can
establish that the Conpany’s affairs are being conducted, or have
been conducted, in a manner oppressive or prejudicial to the
interests of sone part of the sharehol ders, including such
shar ehol der. However, this remedy has not yet been interpreted by
t he Bernuda courts.

The Bernmuda governnent actively encourages foreign
i nvestnment in "exenpted" entities |like the Conpany that are based
in Bermuda but do not operate in conpetition with |ocal business.
In addition to having no restrictions on the degree of foreign
owner ship, the Conpany is subject neither to taxes on its incone
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or dividends nor to any exchange controls in Bernuda. In
addition, there is no capital gains tax in Bernuda, and profits
can be accunul ated by the Conpany, as required, wthout
limtation. There is no inconme tax treaty between the United
States and Bernuda pertaining to the taxation of incone other
than applicable to insurance enterprises.

E. TAXATI ON

The Conpany is incorporated in Bernuda. Under current
Bernmuda | aw, the Conpany is not subject to tax on income or
capi tal gains, and no Bernuda wi thholding tax will be inposed
upon paynents of dividends by the Conpany to its sharehol ders. No
Bernmuda tax is inposed on holders with respect to the sale or
exchange of Conmon Shares. Furthernore, the Conmpany has received
fromthe Mnister of Finance of Bernuda under the Exenpted
Undert aki ngs Tax Protection Act 1966, as anended, an assurance
that, in the event that Bernmuda enacts any | egislation inposing
any tax conputed on profits or income, including any dividend or
capi tal gains w thholding tax, or conputed on any capital asset,
appreciation, or any tax in the nature of an estate, duty or
i nheritance tax, then the inposition of any such tax shall not be
appl i cabl e. The assurance further provides that such taxes, and
any tax in the nature of estate duty or inheritance tax, shal
not be applicable to the Conpany or any of its operations, nor to
t he shares, debentures or other obligations of the Conpany, until
March 2016.

There are no provisions of any reciprocal tax treaty
bet ween Bernuda and the United States affecting w thhol ding.

F. DI VI DENDS AND PAYI NG AGENTS
Not Appl i cabl e

G STATEMENT BY EXPERTS

Not Appl i cabl e

H DOCUMENTS ON DI SPLAY

The Conpany is subject to the informational requirenments
of the Securities Exchange Act of 1934, as anended. In accordance
with these requirenments we file reports and other information
with the Securities and Exchange Commi ssion. These material s,

i ncluding this annual report and the acconpanyi ng exhibits nay be
i nspected and copied at the public reference facilities
mai nt ai ned by the Conmi ssion at 450 Fifth Street, N.W, Room
1024, Washington, D.C 20549 and at the Conmi ssion’s Regi ona
Ofices at 7 Wrld Trade Center, Suite 1300, New York, New York
10048 and 500 West Madi son Street, Suite 1400, Northwestern
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Atrium Center, Chicago, IlIlinois 60661. You nay obtain

i nformati on on the operation of the public reference room by
calling 1 (800) SEC-0330, and you may obtain copies at prescribed
rates fromthe Public Reference Section of the Conm ssion at its
principal office in Washington, D.C. 20549. The SEC nmintains a
website (http://ww. sec.gov.) that contains reports, proxy and

i nformati on statenments and other information regarding
registrants that file electronically with the SEC. In addition,
docunents referred to in this annual report may be inspected at

t he Conpany’ s headquarters at Mercury House, 101 Front Street,
Ham | t on, Ber nuda.

| . SUBSI DI ARY | NFORVATI ON
Not Appl i cable

| TEM 11. QUANTI TATI VE AND QUALI TATI VE DI SCLOSURES ABOUT MARKET
RI SK

The Conpany is exposed to market risk from changes in
interest rates primarily resulting fromthe floating rate of the
Conpany’ s borrow ngs. The Conpany uses interest rate swaps to
manage such interest rate risk. The Conpany has not entered into
any financial instrunments for specul ative or trading purposes.

The Conpany’s borrowi ngs under the Credit Facility at
Decenber 31, 2000 of $125, 397,399 bear interest at a floating
rate which is reset quarterly based on the underlying London
i nt erbank eurocurrency market. Interest paynents are made
quarterly, and the Credit Facility expires August 27, 2004. The
fair value of the Credit Facility at Decenber 31, 2000 is equa
to the carrying anount of the facility at the sane date.

The Conpany has entered into an interest rate swap
transaction to hedge the interest rate variability on the Credit
Facility. The swap has a notional anmount equal to the
out standi ng principal under the Credit Facility and the swap
expires on the sane date as that of the Credit Facility. At
Decenber 31, 2000, the pay-fixed interest rate of the swap was
6. 74% and the receive-variable rate was 6.79813% As a hedge
against the Credit Facility, the swap effectively resulted in a
fixed borrowing rate to the Conpany of 7.14% at Decenber 31
2000. Periodic cash settlenents under the swap agreenent occur
quarterly on dates matching those of the interest paynents under
the Credit Facility. The swap had a negative fair value of $3.5
mllion at Decenber 31, 2000 determ ned by cal culating the cost
of entering into an interest rate swap to offset the existing
i nterest rate swap.
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| TEM 12. DESCRI PTI ON OF SECURI TI ES
Not Appl i cabl e

PART ||
| TEM 13. DEFAULTS, DI VI DEND ARREARAGES AND DELI NQUENCI ES
Not Appl i cabl e

| TEM 14. MATERI AL MODI FI CATI ONS TO THE RI GHTS OF SECURI TY
HOLDERS AND USE OF PROCEEDS

Not Appl i cabl e
| TEM 15. RESERVED

| TEM 16. RESERVED
PART |11

| TEM 17. FI NANCI AL STATEMENTS

Not Appl i cabl e
| TEM 18. FI NANCI AL STATEMENTS

The followi ng financial statenments |isted bel ow and set
forth on pages F-1 through F-11 together with the report of
Deloitte & Touche thereon, are filed as part of this annua
report:

| ndex to Fi nancial Statenents

Page
| ndependent Auditors’ Report F-1
Consol i dat ed Fi nanci al Statenents:
Consol i dat ed Bal ance Sheets as of F-2
Decenber 31, 2000 and Decenber 31, 1999
Consol i dated Statenents of Operations F-3
for the years ended Decenber 31, 2000, 1999
and 1998
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Consol i dated Statenents of Cash Fl ows

for the years ended Decenber 31, 2000, 1999
and 1998

Consol i dat ed Statenents of Changes in

Shar ehol ders’ Equity Equity for the years
ended Decenber 31, 2000, 1999 and 1998

Not es to Consol i dated Fi nanci al Statenments
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| NDEPENDENT AUDI TORS' REPORT

To the Board of Directors of
Kni ght sbri dge Tankers Limted

W have audited the acconpanyi ng consol i dated bal ance sheets of
Kni ght sbri dge Tankers Limted and subsidiaries as of Decenber 31,
2000 and 1999 and the rel ated consolidated statenents of
operations, shareholders’ equity and cash flows for each of the
three years in the period ended Decenber 31, 2000. These
consol i dated financial statements are the responsibility of the
Conmpany’ s managenent. Qur responsibility is to express an

opi nion on these consolidated financial statenents based on our
audi t s.

We conducted our audits in accordance with auditing standards
generally accepted in the United States of America. Those
standards require that we plan and performthe audit to obtain
reasonabl e assurance about whether the consolidated financia
statenents are free of material msstatenent. An audit includes
exam ning, on a test basis, evidence supporting the anounts and
di sclosures in the consolidated financial statenments. An audit
al so includes assessing the accounting principles used and
significant estinmates made by nmanagenent, as well as eval uating
the overall consolidated financial statenment presentation. W
believe that our audits provide a reasonabl e basis for our
opi ni on.

I n our opinion, such consolidated financial statenments present
fairly, in all material respects, the consolidated financial
position of Knightsbridge Tankers Limted and subsidiaries as of
Decenber 31, 2000 and 1999 and the results of their operations
and their cash flows for each of the three years in the period
ended Decenber 31, 2000 in conformty with accounting principles
generally accepted in the United States of America.

Deloitte & Touche AB
St ockhol m Sweden
May 23, 2001
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KNI GHTSBRI DGE TANKERS LI M TED
CONSOLI DATED BALANCE SHEETS
AS AT DECEMBER 31, 2000 AND 1999

(in U S Dollars)

2000 1999

ASSETS
CURRENT ASSETS
Cash $ 247,370 $ 70, 695
Not es receivabl e - 1, 681, 538
Charter hire receivable 31, 116, 700 10, 175, 142
Prepai d expenses 16, 574 14, 525
TOTAL CURRENT ASSETS 31, 380, 643 11, 941, 900
Vessel s under capital |ease, net 372,186,772 389, 779, 632
Capitalized financing fees

and expenses 1,172,426 1, 543, 969
TOTAL ASSETS 404, 739, 841 403, 265, 501
LI ABI LI TI ES AND SHAREHOLDERS' EQUI TY
CURRENT LI ABI LITIES
Accrued expenses and ot her

current liabilities $ 2,124,154 $2,206, 021
Current installnents of

credit facility - 1, 681, 538
TOTAL CURRENT LI ABI LI TI ES 2,124,154 3, 887, 559
Credit facility 125, 397, 399 125, 397, 399
COVM TMENTS AND CONTI NGENCI ES
SHAREHOLDERS' EQUI TY
COWDON SHARES, PAR VALUE $0. 01 PER SHARE:
Aut hori zed and outstandi ng 17, 100, 000 171, 000 171, 000
Contri buted capital surplus account 273, 809, 543 273, 809, 543
Ret ai ned ear ni ngs 3,237,745 -
TOTAL SHAREHOLDERS EQUITY 277,218, 288 273, 980, 543

TOTAL LI ABI LI TIES AND

SHAREHCOLDERS' EQUI TY $404, 739, 841

$403, 265, 501

See acconpanying notes to consolidated financia

F-2
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KNI GHTSBRI DGE TANKERS LI M TED
CONSOLI DATED STATEMENTS OF OPERATI ONS
FOR THE YEARS ENDED DECEMBER 31, 2000, 1999 AND 1998

Charterhire revenue

Operating expenses:

Depreci ati on of vessels under
capital |eases

Managenent fee

Admi ni stration expenses

Net operating incone
I nterest incone

I nt erest expense

O her financial costs

Net incone
Ear ni ngs per common share
- basic and diluted

Wi ght ed average nunber of
shar es out st andi ng

See acconpanying notes to consolidated financia

(in U S Dollars)

2000 1999 1998
$ 76,335,975 $ 40,275,925 $ 45,039, 385
17, 592, 860 17, 592, 860 17, 592, 860
750, 000 750, 000 750, 000

57, 357 91, 022 91, 140
57,9035, 758 21,842,043 _ 26, 605, 385
185, 476 401, 087 888, 120
(8,933,869)  (9,249,110) (9, 686, 142)
(463, 620) (421, 544) (421, 543)

§ 48,723,745 $ 12,572,476 $ 17,385,820
$2. 85 $0. 74 $1. 02

17, 100, 000 17, 100, 000 17, 100, 000

F-3
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KNI GHTSBRI DGE TANKERS LI M TED
CONSCOLI DATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2000, 1999 AND 1998
(in U S Dollars)

2000 1999 1998

CASH FLOANS FROM OPERATI NG ACTI VI TI ES
Net incone $ 48,723,745 $ 12,572,476 $ 17, 385, 820
| TEMS TO RECONCI LE NET | NCOVE TO

NET CASH PROVI DED BY OPERATI NG

ACTI VI TI ES:
Depreci ati on 17,592, 860 17,592, 860 17,592, 860
Anortization of capitalized

fees and expenses 371, 543 371, 543 371, 543
CHANGES | N OPERATI NG ASSETS

AND LI ABI LI TI ES:
Recei vabl es (19, 262, 068) 6, 819, 292 11, 906, 946
Accrued expenses and ot her

current liabilities (81, 867) (94, 547) (77,167)
NET CASH PROVI DED BY

OPERATI NG ACTI VI TI ES 47,344, 213 37, 261, 624 47,180, 002
CASH FLOAS FROM FI NANCI NG ACTI VI TI ES
Repaynments of | oan (1, 681, 538) (6,726, 153) (6,726, 152)
Distributions to sharehol ders (45, 486, 000) (30,779,999) (40, 356,001)
NET CASH USED | N FI NANCI NG

ACTI VI TI ES (47,167,538) (37,506,152) (47,082,153)
Net increase (decrease) in cash 176, 675 (244, 528) 97, 849
Cash at begi nning of year 70, 695 315, 223 217,374
CASH AT END OF YEAR $ 247,370 $ 70,695 $ 315, 223

See acconpanying notes to consolidated financial statenents.
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KNI GHTSBRI DGE TANKERS LI M TED

CONSOLI DATED STATEMENTS OF CHANGES | N SHAREHOLDERS' EQUI TY

FOR THE YEARS ENDED DECEMBER 31, 2000, 1999 AND 1998
(in U S Dollars)

ADDI TI ONAL

CONTRI BUTED
CAPI TAL
SURPLUS
ACCOUNT

RETAI NED
EARNI NGS5

BALANCE AT
DECEMBER 31,
1997

Real | ocat ed
share

Prem um

Net income

Di stributions

t o sharehol ders

$171, 000 $314, 987, 247

(314, 987, 247)

314,987, 247

(22,970, 181) (17, 385, 820)

$- $292, 188, 066

17, 385, 820

17, 385, 820

(40, 356, 001)

BALANCE AT
DECEMBER 31,
1998

Net i ncone

Di stributions

t o sharehol ders

292,017, 066

(18, 207,523) (12,572, 476)

12,572, 476

292, 188, 066
12,572, 476

(30, 779, 999)

BALANCE AT
DECEMBER 31,
1999

Net income

Di stributions

t o sharehol ders

273, 809, 543

48, 723, 745

(45, 486, 000)

273,980, 543
48, 723, 745

(45, 486, 000)

BALANCE AT
DECEMBER 31,
2000

273, 809, 543

3, 237, 745

277,218, 288

See acconpanyi ng notes to consolidated financial

F-5
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KNI GHTSBRI DGE TANKERS LI M TED
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2000, 1999 AND 1998

1. DESCRI PTI ON OF BUSI NESS
GENERAL

Kni ght sbri dge Tankers Limted (the "Conpany") was incorporated in
Bermuda i n Septenber, 1996, for the purpose of the acquisition,

di sposition, ownership, leasing and chartering of five very |large
crude oil carriers (the "Vessels"), and certain rel ated
activities. The Vessels are owned t hrough whol | y- owned
subsidiaries (the "Subsidiaries").

The Conpany charters the Vessels to Shell International Petroleum
Conmpany Limted (the "Charterer™) on long-term"hell and high

wat er" bareboat charters (the "Charters”). The obligations of the
Charterer under these charters are jointly and severally
guaranteed by Shell Petroleum N. V. and The Shell Petrol eum
Conmpany Limted (the "Charter Guarantors"). The Charter and the
Charter CGuarantors are all conpanies of the Royal Dutch/ Shel
Group of Conpanies. The term of each of these Charters is a

m ni rum of seven years, with an option for the Charterer to
extend the period for each Vessel’s Charter for an additiona
seven-year term to a maximum of approximately 14 years per
Charter.

The daily charterhire rate payabl e under each Charter is
conprised of two primary conponents: (i) the base rate, which is
a fixed mnimnumrate of charterhire equal to $22, 069 per Vesse
per day, payable quarterly in arrears ("Base Rate"), and (ii)
additional hire, which is additional charterhire (determ ned and
paid quarterly in arrears) that will equal the excess, if any, of
a wei ghted average of the daily tine charter rates for three
round-trip trade routes traditionally served by VLCCs, |ess an
agreed anmount of $10,500 during the initial termof the Charters,
and $14,900 for any extended term representing daily operating
costs over the Base Rate.

OMERSH P AND MANAGEMENT OF THE COVPANY

In February, 1997, the Conpany offered and sold to the public

16, 100, 00 conmon shares, par value $0.01 per share, at an initia
offering price of $20 per share. Sinmultaneously, the Conpany sol d
1, 000, 000 comon shares at a price of $20 per share to | CB
International Limted ("ICB International™), an indirect wholly-
owned subsi diary of 1CB Shipping Aktiebolag (publ) ("ICB"), a
Swedi sh publicly traded oil tanker owni ng and operating conpany.
As of Decenber 31, 2000, I1CB International owned approxi mately

0. 84% of the outstandi ng Cornmbn Shares.

F-6
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| CB Shipping (Bernuda) Limted (the "Manager") manages the
busi ness of the Conpany.

2.  SUWARY OF SI GNI FI CANT ACCOUNTI NG PCLI CI ES
BASI S OF PRESENTATI ON

The consolidated financial statenents are prepared in accordance
wi th accounting principles generally accepted in the United
States. The consolidated financial statements include the assets
and liabilities of Knightsbridge Tankers Limted and its whol |l y-
owned subsidiaries. Al interconpany bal ances and transactions
have been el i m nated upon consol i dation.

The preparation of financial statenents in accordance with
general |y accepted accounting principles requires that managenent
make estinmates and assunptions affecting the reported anounts of
assets and liabilities and di sclosure of contingent assets and
liabilities at the date of the financial statenents and the
reported anmounts of revenues and expenses during the reporting
period. Actual results could differ fromthose esti nates.

REPORTI NG CURRENCY

The Conpany’s functional currency is the U S. dollar as al
revenues are received in U S. dollars and a ngjority of the
Conmpany’ s expenditures are nade in U S. dollars. The Conpany
reports in U S. dollars. The Conpany’s subsidiaries report in
U.S. dollars.

Transactions in foreign currencies during the year are transl ated
into U S. dollars at the rates of exchange in effect at the date
of the transaction. Foreign currency nonetary assets and
liabilities are translated using rates of exchange at the bal ance
sheet date. Foreign currency non-nonetary assets and liabilities
are translated using historical rates of exchange. Foreign
currency translation gains or |losses are included in the
consol i dat ed statenents of operations.

REVENUE AND EXPENSE RECOGNI TI ON

Revenues and expenses are recogni sed on the accrual basis.
Revenues are generated fromthe Charters and such revenues are
recorded over the termof the Charters as service is provided.
CHARTER HI RE RECEI VABLE

There is a concentration of credit risk in that all revenues are
due solely fromthe Charterer.
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DERI VATI VES

The Conpany has entered into interest rate swap transactions 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 w thout an exchange of
underlying principal. Through Decenber 31, 2000, hedge
accounting has been used to account for these swaps provided
certain hedging criteria are net. The differential between the
derivative and the underlying hedged itemis accrued as interest
rat es change and recogni sed as an adjustnent to interest expense.
The rel ated anount receivable fromor payable to counterparties
is included in accrued interest income or expense, respectively.
The fair values of the interest rate swaps are not recognised in
the financial statenents. Beginning January 1, 2001, the Conpany
wi || change the accounting policy for these interest rate swaps
to adopt SFAS 133 (see note 3).

The Conpany has not entered into any derivative contracts for
specul ati ve or tradi ng purposes.

VESSELS AND DEPRECI ATI ON

Vessel s are stated at cost | ess accumul ated depreci ation.
Depreciation is cal cul ated based on cost, using the straight-Iine
met hod, over the useful |ife of each vessel. The useful l|ife of
each vessel is deened to be 25 years.

CAPI TALI ZED FI NANCI NG FEES AND EXPENSES

Costs relating to the Credit Facility are capitalized and
anortized over the termof the Credit Facility which is seven
years.

EARNI NGS PER SHARE

Ear ni ngs per share are based on the wei ghted average nunber of
common shares outstanding for the period presented. For al

peri ods presented, the Conpany had no potentially dilutive
securities outstanding and therefore basic and dilutive earnings
per share are the sane.

| MPAI RVENT OF LONG LI VED ASSETS

Long-lived assets that are held and used by the Conpany are
reviewed for inpairment whenever events or changes in

ci rcunstances indicate that the carrying anount of an asset nay
not be recoverable. In addition, long-lived assets to be di sposed
of are reported at the | ower of carrying anmount and fair val ue

| ess estimted costs to sell
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DI STRI BUTI ONS TO SHAREHOLDERS

Distributions to shareholders are applied first to retained
ear ni ngs. Wien retained earnings are not sufficient,
distributions are applied to the contributed capital surplus
account .

3. ADOPTI ON OF NEW ACCOUNTI NG STANDARDS

SFAS No. 133, "Accounting for Derivatives and Hedgi ng
Activities", as anended by SFAS No. 138, is effective from
January 1, 2001 for the Conpany and requires that all derivative
instrunments be recorded on the bal ance sheet at their fair val ue.
Changes in the fair value of each derivative is recorded each
period in current earnings or other conprehensive inconeg,
dependi ng on whether the derivative is designated as part of a
hedge transaction and, if it is, the type of hedge transaction.
Upon the adoption of SFAS No. 133 on January 1, 2001, the
recording of the fair value of the interest rate swap designated
as a hedge against interest paid on the Conpany’s debt wll
decrease the Conpany’s 2001 ot her conprehensive incone by $3.5
mllion. Subsequent to the transition adjustnment on the initia
adopti on, the Conpany does not believe that the application of
SFAS No. 133 in 2001 will have a material affect on the Conpany’s
results or operations.

4. VESSELS UNDER CAPI TAL LEASE

2000 1999
(in US Dol |l ars)
Cost $439, 821, 545 $439, 821, 545
Accunul at ed depreciation (67,634, 773) (50, 041, 913)

Net book value at end of year $372,186, 772 $389, 779, 632

In connection with the original Vessels purchase transaction, the
Conmpany entered into a conditional sale/leaseback transaction
with a third party banking institution. The | ease agreenents do
not i ncumber or obligate the Conpany’ s current or future cash
flows and has no effect on the Conpany’s financial position.

During the termof the | eases, the Vessels will remain in the
Conmpany’ s consol i dated bal ance sheet and the rel evant
subsidiaries will retaintitle to the related Vessel

5. CAPI TALI ZED FI NANCI NG FEES AND EXPENSES

Capitalized financing fees and expenses are anortised on a
straight-line basis over the life of the Credit Facility. The
capitalized financing fees and expenses are conprised of the
fol |l owi ng anounts:
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2000 1999
(in US Dol l ars)
Capitalized financing fees
and expenses $2, 600, 804 $2, 600, 804
Accunul at ed anorti zati on (1, 428, 378) (1, 056, 835)
$1,172, 426 $1, 543, 969

6. CREDIT FACILITY

The Conpany has entered into a Credit Facility with a syndicate
of international |enders, pursuant to which the Conpany borrowed

$145.6 million in the formof tw termloans (the "Loans", or the
“"Primary Loan" and the "Anortizing Loan"). O such anmount, $125.4
mllion was in respect of the Primary Loan, and $20.2 nillion was

in respect of the Anortizing Loan.

The outstanding Credit facility as at Decenmber 31, 2000 is
repayabl e as foll ows:

Year ended Decenber 31, 2004 $125, 397, 399

The Credit Facility is secured by, anong other things, a pledge
by the Conpany of 100% of the issued and outstandi ng capital
stock of the Subsidiaries, a guarantee from each Subsidiary, a
nort gage on each Vessel, assignnents of the Charters and the
Charter Cuaranties and an assignment of the rights to take title
to the Vessels and the proceeds fromthe sale or any novation

t her eof .

The Credit Facility provides for paynent of interest on the

out standi ng princi pal balance of the Loans quarterly, in arrears,
at a floating interest rate based on the rate in the London

i nt erbank eurocurrency market. The variable rate on the Credit
Facility was 7.17375% at Decenber 31, 2000.

The Conpany has entered into an interest rate swap transaction
with CGol dman Sachs Capital Markets, L.P., an affiliate of

Gol dman, Sachs & Co., so that it has effectively fixed its
interest rate obligations on the Primary Loan and the Anorti zi ng
Loan at the rate of approximately 7.14% and 6.51% respectively,
per annum

The terns of the outstanding interest rate swap transaction at
Decenber 31, 2000 are as foll ows:

Not i onal anount $125, 397, 399
Trade date February 6, 1997
Ef fective date February 27, 1997
Term nation date August 27, 2004

F- 10
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The interest rate swap has a negative fair value of $3.5 mllion
at Decenber 31, 2000 cal cul ated by taking into account the cost
of entering into an interest rate swap to of fset the Conpany’s
out standi ng swap. The credit risk under the swap agreenent is
not considered to be significant due to the counterparty’s high
credit rating.

7. LEASES

The m nimum future revenues in the formof operating | ease
rentals, to be received on the Charters as of Decenber 31, 2000
is as foll ows:

Year ended Decenber 31,

2001 $40, 275, 925
2002 40, 275, 925
2003 40, 275, 925
2004 6, 400, 010
Total mnimm |l ease rentals $127, 227, 785

8. CONTRI BUTED CAPI TAL SURPLUS ACCOUNT

At the Conpany’s General Meeting held on March 27, 1998, a
resolution was taken to reall ocate Additional Paid-In Capital to
the Contributed Capital Surplus account.

9. TAXATI ON

The Conpany is incorporated in Bernuda. Under current Bernuda

| aw, the Conpany is not required to pay taxes in Bermuda on
either income or capital gains. The Conpany has received witten
assurance fromthe Mnister of Finance in Bernuda that, in the
event of any such taxes being inposed, the Conpany will be
exenpted fromtaxation until the year 2016.

10. RELATED PARTY TRANSACTI ON

On February 12, 1997, the Conpany entered into a nanagenent
agreenent with 1 CB under which | CB provides certain

adm ni strative, nmanagenent and advi sory services to the Conpany
for an anount of $750,000 per year. The management agreenent wl
termnate in 2012 unless earlier termnation is approved.

F-11
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| TEM 19. EXH BI TS
Nunber Description of Exhibit
1 Underwriting Agreenent anong Kni ghtsbridge Tankers
Limited (the "Conpany"), Cedarhurst Tankers LDC
("Cedarhurst"), Hewl ett Tankers LDC ("Hewl ett"),
| nwood Tankers LDC ("I nwood"), Law ence Tankers LDC
("Law ence") and Wbodnere Tankers LDC ("Wodnere")
(each of Cedarhurst, Hewlett, |Inwood, Lawence and
Wodnere a "Subsidiary" and collectively the
"Subsi diaries"), Lazard Freres & Co. LLC and Gol dnan,
Sachs & Co., as representatives for the U S
underwiters (the "Representatives"), |CB Shipping
(Berrmuda) Limted (the "Manager") and | CB
International Ltd. ("ICB International")**
3.1 Menor andum of Associ ati on of the Conpany (Exhibit
3.1)*
3.2 Bye- Laws of the Conpany (Exhibit 3.2)*
3.2 Execution version of Bareboat Charter dated

February 12, 1997 between Wodnere and Shel
I nternational Petrol eum Conpany Limted ("SIPC")
relating to the MT. Mrina.**

Executi on version of Bareboat Charter dated
February 12, 1997 between Hewl ett and SIPC rel ati ng
to the MT. Megara. **

Executi on versi on of Bareboat Charter dated
February 12, 1997 between Inwood and SIPC relating to
the MT. Mirex.**

Executi on versi on of Bareboat Charter dated
February 12, 1997 between Lawence and SIPC rel ating
to the MT. Maconmm. **

Executi on version of Bareboat Charter dated
February 12, 1997 between Cedar hurst and SIPC
relating to the MT. Magdal a. **

Execution version of Charter Guaranty dated
February 12, 1997 nade by Shell Petrol eum N. V.
("SPNV') and The Shell Petrol eum Conpany Limted
("SPCo") (collectively the "Guarantors") in favor of
Wodnere relating to the MT. Mrina.**
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3.3.2

Execution version of Charter Guaranty dated
February 12, 1997 made by the Guarantors in favor of
Hew ett relating to the MT. Megara.**

Execution version of Charter Guaranty dated
February 12, 1997 made by the Guarantors in favor of
| nwood relating to the MT. Mirex.**

Execution version of Charter Guaranty dated
February 12, 1997 made by the Guarantors in favor of
Lawrence relating to the MT. Macoma. **

Execution version of Charter Guaranty dated
February 12, 1997 made by the Guarantors in favor of
Cedarhurst relating to the MT. Mgdal a. **

Execution version of Pooling Agreenent dated
February 27, 1997 anong the Subsidiaries as owners,
and Shell International Tradi ng and Shi ppi ng Conpany
Limted on behalf of SIPC (collectively the
"Charterers") relating to the fleet spares.**

Execution version of Charter Guaranty dated
February 12, 1997 made by the Guarantors in favor of
t he Conpany. **

Execution version of Managenent Agreenent dated
February 12, 1997 between the Manager and the Conpany
(incorporated by reference from Exhibit 10.5 of the
Regi stration Statenent).**

Menor andum of Agreenment dated October 24, 1996 anopng
Ccal a Shipping Limted ("Ccala"), the Charterers and
Shel | Tankers (UK) Limted ("STUK"), as buyer,
relating to the MT. Myrina (incorporated by
reference fromExhibit 10.6 of the Registration
Statenent) . **

Menor andum of Agreenment dated October 24, 1996 anopng
Ker bel a Shi pping Corp. ("Kerbela") the Charterers and
STWK relating to the MT. Megara (incorporated by
reference fromExhibit 10.7 of the Registration
Statenent) . **

Menor andum of Agreenment dated October 24, 1996 anong
Trevose Shi pping Corp. ("Trevose"), the Charterers
and STUK relating to the MT. Mirex (incorporated by
reference fromExhibit 10.8 of the Registration
Statenent) . **
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3.6.4

Menor andum of Agreenment dated October 24, 1996 anopng
Tourmal i ne Shipping Limted ("Tournaline"), the
Charterers and STUK relating to the MT. Maconma
(incorporated by reference from Exhibit 10.9 of the
Regi stration Statenent).**

Menor andum of Agreenment dated October 24, 1996 anong
Fluid Navigation Ltd. ("Fluid"), the Charterers and
STUK relating to the MT. Magdal a (i ncorporated by
reference fromExhibit 10.10 of the Registration
Statenent) . **

Assi gnnent Agreement dated Novenber 25, 1996 from
STUK and Shell International Tradi ng & Shipping
Conmpany Limted to the Conpany and the Subsidiaries
relating to the rel evant Menorandum of Agreenent
(incorporated by reference from Exhibit 10.11 of the
Regi stration Statenent).**

Assi gnnent of Rights dated February 27, 1997 between
Ccala as seller and Wodnere as buyer relating to
the MT. Myrina.**

Assi gnnent of Rights dated February 27, 1997 between
Kerbela as seller and Hewl ett as buyer regarding the
MT. Megara.**

Assi gnnent of Rights dated February 27, 1997 between
Trevose as seller and I nwood as buyer regarding the
MT. Mirex.**

Assi gnnent of Rights dated February 27, 1997 between
Tourmal ene as seller and Law ence as buyer regarding
the MT. Macoma. **

Assi gnnent of Rights dated February 27, 1997 between
Fluid as seller and Cedarhurst as buyer regarding
the MT. Magdal a. **

Execution version of Letter Agreenent dated
February 6, 1997 anong the Conpany, SIPC, |CB
International, the Subsidiaries and the Manager
(incorporated by reference from Exhibit 10.12.1 of
the Registration Statenent).**

Execution version of Letter Agreenent dated

February 6, 1997 anong the Conpany, the Manager, |CB
International, SIPC and the Guarantors (incorporated
by reference from Exhibit 10.12.2 of the Registration
St atenent) . **
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3.9

U. K. Finance Lease Transaction Ofer Letter dated
Novenber 12, 1996 nade by National Westm nster Bank
Plc in favor of the Conpany and SIPC (incorporated by
reference fromExhibit 10.13 of the Registration
Statenent) . **

Condi tional Sal e Agreenent dated Novenber 25, 1996
bet ween Nat West Leasing (GB) Limted ("NLL") and
Wodnere relating to the MT. Mrina (incorporated by
reference fromExhibit 10.14 of the Registration
Statenent) . **

Condi tional Sal e Agreenent dated Novenber 25, 1996
between NLL and Hewl ett relating to the MT. Megara
(incorporated by reference from Exhibit 10.15 of the
Regi stration Statenent).**

Condi tional Sal e Agreenent dated Novenber 25, 1996
between NLL and Inwood relating to the MT. Mirex
(incorporated by reference from Exhibit 10.16 of the
Regi stration Statenent).**

Condi tional Sal e Agreenent dated Novenber 25, 1996
between NLL and Lawence relating to the MT. Maconm
(incorporated by reference from Exhibit 10.17 of the
Regi stration Statenent).**

Condi tional Sal e Agreenent dated Novenber 25, 1996
bet ween NLL and Cedarhurst relating to the MT.

Magdal a (i ncorporated by reference from Exhibit 10.18
of the Registration Statenent).**

Execution version of Charterparty by way of Dem se
dated February 12, 1997 between NLL as | essor and
Wodnere as | easee relating to the MT. Mrina.**

Execution version of Charterparty by Way of Deni se
dated February 12, 1997 between NLL as | essor and
Hewl ett as | easee relating to the MT. Megara. **

Execution version of Charterparty by Way of Deni se
dated February 12, 1997 between NLL as | essor and
| nwood as | easee relating to the MT. Mirex.**

Amendrent Agreenent to the Charterparty by Way of
Dem se dated February 27, 1997 anong NLL, |nwood and
Sl PC. **

Execution version of Charterparty by Way of Deni se
dated February 12, 1997 between NLL as | essor and
Lawr ence as | easee relating to the MT. Macona. **
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3.11.5 Execution version of Charterparty by Way of Deni se
dated February 12, 1997 between NLL as | essor and
Cedarhurst as |easee relating to the MT. Magdal a. **

3.12. 1 Execution version of Direct Support Agreenent dated
February 12, 1997 anong NLL as | essor, SIPC and
Wodnere as | easee. **

3.12. 2 Execution version of Direct Support Agreenment dated
February 12, 1997 anong NLL as | essor, SIPC and
Hewl ett as | easee.**

3.12.3 Execution version of Direct Support Agreenment dated
February 12, 1997 anong NLL as | essor, SIPC and
| nnood as | easee. **

3.12. 4 Execution version of Direct Support Agreenent dated
February 12, 1997 anong NLL as | essor, SIPC and
Law ence as | easee. **

3.12.5 Execution version of Direct Support Agreement dated
February 12, 1997 anong NLL as | essor, SIPC and
Cedar hurst as | easee. **

3.13 Execution version of Lessor Direct Agreenent dated
February 12, 1997 anong t he Conpany as borrower, the
Subsi di aries as | easees, NLL as |essor and GSI.**

3.13(a) Amendment Agreenent to the Lessor Direct Agreenent
dated February 27, 1997 anong the Conpany as
borrower, the Subsidiaries as | easees, NLL as |essor
and Royal Bank of Scotland Plc ("RBS') as agent.**

3.14. 1 Execution version of Lessor Mrtgage and Assi gnnent
dated February 12, 1997 from NLL as chargor to
Wodnere as chargee. **

3.14. 2 Execution version of Lessor Mrtgage and Assi gnnent
dated February 12, 1997 from NLL as chargor to
Hewl ett as chargee. **

3.14.3 Execution version of Lessor Mrtgage and Assi gnnent
dated February 12, 1997 from NLL as chargor to | nwood
as chargee. **

3.14. 4 Execution version of Lessor Mrtgage and Assi gnnent
dated February 12, 1997 from NLL as chargor to
Lawr ence as chargee. **
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3.14.5

Execution version of Lessor Mrtgage and Assi gnnent
dated February 12, 1997 from NLL as chargor to
Cedar hurst as chargee. **

Executi on version of Deposit Agreenent and Deposit
Charge dated February 12, 1997 between Wodnere as
| easee and M dl and Bank PLC as a letter of credit

i ssuing bank ("M dl and").**

Executi on version of Deposit Agreenent and Deposit
Charge dated February 12, 1997 between Hew ett as
| easee and M dl and. **

Executi on version of Deposit Agreenent and Deposit
Charge dated February 12, 1997 between | nwood as

| easee and Royal Bank of Canada Europe Limted as a
|l etter of credit issuing bank ("RBC').**

Executi on version of Deposit Agreenent and Deposit
Charge dated February 12, 1997 between Law ence as
| easee and National Australia Bank Limted as a

|l etter of credit issuing bank ("NAB").**

Execution version of Deposit Agreenent and Deposit
Charge dated February 12, 1997 between Cedarhurst as
| easee and NAB. **

Execution version of Irrevocabl e Standby Letter of
Credit by Mdland in favor of Wodnere as | easee. **

Execution version of Irrevocabl e Standby Letter of
Credit by Mdland in favor of Hew ett as | easee.**

Execution version of Irrevocabl e Standby Letter of
Credit by RBC in favor of Inwood as | easee. **

Execution version of Irrevocabl e Standby Letter of
Credit by NAB in favor of Lawence as | easee.**

Execution version of Irrevocabl e Standby Letter of
Credit by NAB in favor of Cedarhurst as | easee.**

Execution version of Rei nbursenment Agreenent dated
February 12, 1997 between Wodnere as | easee and
M dl and. **

Execution version of Rei nmbursenment Agreenent dated
February 12, 1997 between Hewl ett as | easee and
M dl and. **
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3.17.3

3.19(a)

3. 19(b)

Executi on version of Rei nbursenment Agreenent dated
February 12, 1997 between I nwood as | easee and RBC. **

Execution version of Rei nbursenment Agreenent dated
February 12, 1997 between Law ence as | easee and
NAB. **

Execution version of Rei nbursenment Agreenent dated
February 12, 1997 between Cedarhurst as | easee and
NAB. **

Execution version of Residual Obligation Agreenent
dated February 12, 1997 between SIPC as obligor and
M dl and relating to Wodnere as | essee. **

Execution version of Residual Obligation Agreenent
dated February 12, 1997 between SIPC as obligor and
Mdland relating to Hew ett as | essee. **

Execution version of Residual Obligation Agreenent
dated February 12, 1997 between SIPC as obligor and
RBC relating to Inwod as | essee. **

Execution version of Residual Obligation Agreenent
dated February 12, 1997 between SIPC as obligor and
NAB relating to Lawence as | essee. **

Execution version of Residual Obligation Agreenent
dated February 12, 1997 between SIPC as obligor and
NAB rel ating to Cedarhurst as | essee. **

Execution version of Term Loan Facility Agreenent
dated February 6, 1997 anpng the Conpany as borrower,
the Subsidiaries as guarantors, GSI as arranger and
as agent, Goldnman Sachs Capital Partners L.P. as bank
("GSCP') and Col dman Sachs Capital Markets L.P. as
swap counterparty ("GSCM').**

Amendment Agreenent to Term Loan Facility Agreenent
dated February 27, 1997 anong the Conpany as
borrower, the Subsidiaries as guarantors, GSI as
arranger and retiring agent, Gol dman Sachs

I nternational Bank as bank ("GSIB"), GSCM as swap
counterparty and RBS as successor agent.**

Side Letter to the Term Loan Facility Agreenent dated
February 27, 1997 anong t he Conpany, the
Subsi di aries, SIPC, NLL and GSI.**
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3.20.1

Vessel
Whodnere in favor
Myrina. **

Vessel
Hewl ett in favor
Megara. **

Vessel

Mort gage dated February 27, 1997 granted by

of GSI relating to the MT.

Mort gage dated February 27, 1997 granted by
of GSI relating to the MT.

Mort gage dated February 27, 1997 granted by

I nwood in favor of GSI relating to the MT. Mirex. **

Vessel
Law ence in favor
Macona. **

Vessel

Mort gage dated February 27, 1997 granted by

of GSI relating to the MT.

Mort gage dated February 27, 1997 granted by

Cedarhurst in favor of GSI relating to the MT.

Magdal a. **

Executi on version
February 12, 1997
as agent.**

Executi on version
February 12, 1997
as agent.**

Executi on version
February 12, 1997
as agent.**

Executi on version
February 12, 1997
as agent.**

Executi on version
February 12, 1997
GSI as agent. **

Executi on version
February 12, 1997
GSI as agent. **

Executi on version
February 12, 1997
GSI as agent. **

Executi on version
February 12, 1997
GSI as agent. **

of Floating Charge dated
bet ween Wyodnere as chargor and GSl

of Floating Charge dated
bet ween Hewl ett as chargor and GSI

of Floating Charge dated
bet ween | nwood as chargor and GSI

of Floating Charge dated
bet ween Law ence as chargor and GSl

of Floating Charge dated
bet ween Cedar hurst as chargor and

of Floating Charge dated
bet ween t he Conpany as chargor and

of Mortgage of Shares dated
bet ween t he Conpany as chargor and

of Borrower Assignnent dated
bet ween t he Conpany as assi gnor and
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3.25.1

3.27(a)

3. 27(b)

Executi on version of CGuarantor (Subsidiary)
Assi gnnent dated February 12, 1997 between Wodnere
as assignor and GSI as agent.**

Executi on version of Guarantor (Subsidiary)
Assi gnnent dated February 12, 1997 between Hewl ett as
assi gnor and GSI as agent.**

Executi on version of Guarantor (Subsidiary)
Assi gnnent dated February 12, 1997 between | nwood as
assi gnor and GSI as agent.**

Executi on version of Guarantor (Subsidiary)
Assi gnnent dated February 12, 1997 between Lawr ence
as assignor and GSI as agent.**

Executi on version of Guarantor (Subsidiary)
Assi gnnent dated February 12, 1997 between Cedar hur st
as assignor and GSI as agent.**

Execution version of | SDA Master Agreenent dated
February 6, 1997 between GSCM and t he Conpany. **

Execution version of Intercreditor Agreenent dated
February 12, 1997 anong t he Conpany as borrower, the
Subsi di aries as | easees (collectively with the
Conmpany as nligors), GSI as arranger and as agent,
GSCP as bank and GSCM as swap bank and SI PC, SPCo,
SPNV and t he Manager, each as a subordi nat ed
creditor. **

Anmendrent Agreenent dated February 27, 1997 to the
Intercreditor Agreenent anong the Conpany as
borrower, the Subsidiaries as | easees (collectively
with the Conpany as bligors), GSI as arranger, RBS
as agent, GSIB as bank, GSCM as swap bank and SI PC,
SPCo, SPNV and the Manager, each as a subordi nated
creditor.**

Fi nance Party Accession/ Desi gnhation Agreenent dated
February 27, 1997 anong t he Conpany and the
Subsi di aries as obligors, GSI as existing party and
arranger, RBS as new party, NLL as |essor, GSIB as
bank, GSCM as swap bank and SIPC, SPCo, SPNV and the
Manager, each as a subordinated creditor.**

Execution version of Miultipartite Agreenent dated
February 12, 1997 anong t he Conpany as borrower, the
Subsi di ari es as guarantors, SIPC as charterer, GSI as
arranger and agent, GSCP as bank and GSCM as swap
bank. **
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3.

3.

29

30

| ncor por
Conpany’
Decenber
| ncor por
Conpany’
0- 29106)

Execution version of Subordination Agreenent dated
February 12, 1997 anong t he Conpany, the
Subsidiaries, ICB International, the Manager, the
GQuarantors, SIPC and Gol dman, Sachs & Co. as
representative of the U S. Underwiters, and GSI as
representative of the International Underwiters.**

Executi on version of Share Purchase Agreenent dated
February 12, 1997 between the Conpany and | CB
International (incorporated by reference from

Exhi bit 10.37 of the Conpany’s Registration Statenent
on FormF-1, filed Decenber 13, 1996 (File No. 333-
6170).

ated by reference to sane Exhibit No. in the
s Registration Statement on FormF-1, filed
13, 1996 (File No. 333-6170)
ated by reference to sane Exhibit No. in the
s Report on Form6-K, filed March 20, 1997 (File No.
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SI GNATURES

Pursuant to the requirenents of Section 12 of the Securities
Exchange Act of 1934, the registrant certifies that it neets al
of the requirenents for filing on Form 20-F and has duly caused
this annual report to be signed on its behalf by the undersigned,
t hereunto duly authori zed.

KNI GHTSBRI DGE TANKERS LI M TED

By: /s/Oa Lorentzon

d a Lorent zon
Chai r man

Dated: May 25, 2001
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