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CAUTI ONARY STATEMENT REGARDI NG FORWARD- LOCKI NG STATEMENTS

Matters discussed in this docunment nmay constitute forward-I| ooking
statenents. The Private Securities Litigation Reform Act of 1995
provi des safe harbor protections for forward-|ooking statenents

I n order to encourage conpanies to provide prospective

i nformati on about their business. Forward-I|ooking statenents

i ncl ude statenents concerning plans, objectives, goals,
strategies, future events or performance, and underlying
assunptions and ot her statenents, which are other than statenents
of historical facts.

Frontline Ltd desires to take advantage of the safe harbor
provi sions of the Private Securities Litigation Reform Act of
1995 and is including this cautionary statement in connection
with this safe harbor legislation. This docunment and any ot her
witten or oral statenents made by us or on our behal f may

i ncl ude forward-1ooking statenents, which reflect our current
views with respect to future events and financial perfornmance.

The words "believe," "except," "anticipate," "intends,"
"estimate," "forecast," "project," "plan," "potential," "wll,K "
"may," "should," "expect" and simlar expressions identify

f orwar d- | ooki ng st atenents.

The forward-|ooking statenents in this docunent are based upon
vari ous assunptions, nmany of which are based, in turn, upon
further assunptions, including without |imtation, managenent’s
exam nation of historical operating trends, data contained in our
records and other data available fromthird parties. Although we
bel i eve that these assunptions were reasonabl e when nade, because
t hese 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

proj ections.

In addition to these inportant factors and matters di scussed

el sewhere herein and in the docunents incorporated by reference
herein, inportant factors that, in our view, could cause actua
results to differ materially fromthose discussed in the forward-
| ooki ng statenents include the strength of world econom es and
currenci es, general market conditions, including fluctuations in
charterhire rates and vessel values, changes in demand in the
tanker market, as a result of changes in OPEC s petrol eum
production | evels and world wide oil consunption and storage,
changes in the conpany’s operating expenses, including bunker
prices, drydocking and insurance costs, changes in governnental
rul es and regul ations or actions taken by regulatory authorities,
potential liability from pending or future litigation, general
donmestic and international political conditions, potentia

di sruption of shipping routes due to accidents or politica
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events, and other inportant factors described fromtine to tine
in the reports filed by Frontline Ltd with the Securities and
Exchange Conmi 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 incone statenent data of the Conpany with respect to
the fiscal years ended Decenmber 31, 2000, 1999 and 1998 and the
sel ect ed 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 Consolidated Financial Statenents included
herein and should be read in conjunction with such statenents and
the notes thereto. The selected income statenent data with
respect to the fiscal years ended Decenber 31, 1997 and 1996 and
t he sel ected bal ance sheet data with respect to the fiscal years
ended Decenber 31, 1998, 1997 and 1996 has been derived from
consol i dated financial statenments of the Conpany not i ncluded
herein. The selected financial data with respect to the fisca
years ended Decenber 31, 1998 and 1997 has been restated to
reflect the treatnment of |CB Aktiebolag (publ) ("ICB") as an

i nvest ment accounted for in accordance with the equity nethod.
(See Item4. A "Information on the Conpany -- Hi story and

Devel opnent of the Conpany"). The follow ng table should al so be
read in conjunction with Itemb5. "QOperating and Financi al Revi ew
and Prospects” and the Conpany’ s Consol i dated Fi nanci al
Statements and Notes thereto included herein.

<TABLE>
<CAPTI ON>
Fi scal Year Ended Decenber 31,
2000 1999 1998 1997 1996
(restated) (restated)
(in thousands, except Odinary Shares, per Ordinary Shares data and ratios)
<S> <Cc> <c> <c> <Cc> <Cc>

I ncome Statenent Data:
Net operating revenues $599, 944 $253, 214 $203, 860 $197, 197 $110, 471
Net operating (I o0ss)

incone after

depreci ation $376, 092 $(12, 210) $72, 455 $55, 476 $5, 127
Net (loss) incone $313, 867 $( 86, 896) $31, 853 $22, 794 (13,981)
Earni ngs (1 oss) per

O dinary Share

- basic $4. 28 $(1.76) $0. 69 $0. 63 (0.92)

- diluted $4. 27 $(1.76) $0. 69 $0. 63 $(0.92)
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Cash di vi dends per
Ordinary Share $- - $- - $- - $-- $-

Bal ance Sheet Data
(at end of year):
Cash and cash

equi val ents $103, 514 $65, 467 $74, 034 $86, 870 $58, 003
Newbui | di ngs and vesse

pur chase options $36, 326 $32, 777 $75, 681 $48, 474 $- -
Vessel s and equi prent,

net $2, 254,921 $1,523,112 $1,078, 956 $970, 590 $831, 981
Vessel s under capita

| ease, net $108, 387 $- $- $- $-
Total assets $2,780,988 $1,726,793 $1,505,414 $1, 369, 849 $921, 113

Long-term debt

(including current

portion) $1, 544,139 $1, 079, 694 $883, 021 $773, 150 $561, 942
ol i gations under

capital |ease

(including

current portion) $109, 763 $- $- $- $-
St ockhol ders’ equity  $1,029, 490 $557, 300 $583, 574 $556, 010 $327, 700
Ordi nary Shares

out st andi ng $78, 068,811 $60, 961, 860 $46, 106, 860 $46, 105,860 $32, 161, 955
QG her Financial Data

EBI TDA (1) $481, 789 $82, 292 $137, 099 $116, 795 $42, 350
Cash Earnings (2) $392, 184 $5, 662 $82, 843 $74, 278 $19, 681
Return on capita

enpl oyed

(percentage) (3) 17. 7% 0.1% 6. 5% 6. 2% 1. 7%
Equity to assets

ratio

(percentage) (4) 37. 0% 32.3% 38. 8% 40. 6% 35. 6%
Debt to equity ratio (5) 1.6 1.9 1.5 1.4 1.7
Price earnings ratio (6) 3.3 neg. 2.8 19. 8 neg

Foot not es

(1) EBITDA represents net inconme (loss) before interest expense,
i ncone taxes, depreciation and anortisation expenses. EBI TDA
is not required by US generally accepted accounti ng
princi ples and should not be considered as an alternative to
net income or any other indicator of the Conpany’s
performance required by US generally accepted accounting
princi pl es.

(2) Cash earnings represents net inconme (loss) before foreign
exchange gains (|l osses) and depreciation and anorti sation
expense. Cash earnings is not required by US generally
accepted accounting principles and should not be consi dered
as an alternative to net incone or any other indicator of the
Conmpany’ s perfornmance required by US generally accepted
accounting principl es.

(3) Return on capital enployed is calculated as net incone (l|oss)
before interest expense and foreign exchange gains (| osses),
as a percentage of average capital enployed.

(4) Equity to assets ratio is calculated as total stockhol ders’
equity divided by total assets.
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(5) Debt to equity ratio is calculated as total interest bearing
current and long-termliabilities, including obligations
under capital |eases, divided by stockhol ders’ equity.

(6) Price earnings ratio is calculated using the closing year end
share price divided by basic Earnings per Share.

</ TABLE>

B. CAPI TALI ZATI ON AND | NDEBTEDNESS

Not Appl i cabl e

C. REASONS FOR THE OFFER AND USE OF PROCEEDS
Not Appl i cabl e

D. RI SK FACTORS

The Conpany is engaged primarily in transporting crude oil and
oil products. The followi ng summari ses certain risks that my
materially affect our business, financial condition or results of
operations. Please note, in this section, "we", "us" and "our"

all refer to the Conpany and its subsidiari es.

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

Hi storically, the tanker industry has been highly cyclical, wth
volatility in profitability and asset values resulting from
changes in the supply of and denmand for tanker capacity. |[If the
tanker market is depressed in the future our earnings and
avai |l abl e cash fl ow nmay decrease. Qur ability to recharter our
vessels on the expiration or termnation of their current spot
and time charters and the charter rates payabl e under any renewal
or replacenent charters will depend upon, anong other things,
econom ¢ conditions in the tanker market. Fluctuations in charter
rates and vessel values result fromchanges in the supply and
dermand for tanker capacity and changes in the supply and demand
for oil and oil products.

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

-- demand for oil and oil products;

-- global and regional econonic conditions;

-- the distance oil and oil products are to be noved by sea; and
-- changes in seaborne and other transportation patterns.
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The factors that influence the supply of tanker capacity include:

-- the nunber of newbuil ding deliveries;

-- the scrapping rate of ol der vessels;

-- the nunber of vessels that are out of service; and

-- national or international regulations that may effectively
cause reductions in the carrying capacity of vessels or early
obsol escence of tonnage.

VE ARE HI GHLY DEPENDENT ON SPOT O L VOYAGE CHARTERS. ANY
DECREASE I N SPOT CHARTER RATES I N THE FUTURE MAY ADVERSELY AFFECT
OUR EARNI NGS

The majority of our vessels currently operate on a spot charter
basis or under contracts of affreightnent. Although spot
chartering is conmon in the tanker industry, the spot charter

mar ket is highly conpetitive and spot charter rates may fluctuate
significantly based upon tanker and oil supply and demand. The
successful operation of our vessels in the spot charter narket
depends upon, anong ot her things, obtaining profitable spot
charters and mnimsing, to the extent possible, tine waiting for
charters and time spent travelling unladen to pick up cargo. W
cannot assure you that future spot charters will be avail abl e at
rates sufficient to enable our vessels trading in the spot market
to operate profitably. In addition, bunkering, or fuel, charges
that account for a substantial portion of the operating costs,
and generally reflect prevailing oil prices, are subject to sharp
fluctuations.

OUR REVENUES EXPERI ENCE SEASONAL VARI ATI ONS THAT MAY AFFECT OUR
I NCOVE

W operate our tankers in markets that have historically
exhi bi ted seasonal variations in demand and, therefore, charter
rates. Tanker markets are typically stronger in the w nter nonths
in the northern hem sphere due to increased oil consunption. In
addi ti on, unpredictable weather patterns in the w nter nonths
tend to disrupt vessel scheduling. The oil price volatility
resulting fromthese factors has historically led to increased
oil trading activities and demand for vessels. The change in
demand for vessels may affect the charter rates that we receive.

BECAUSE THE MARKET VALUE OF OUR VESSELS MAY FLUCTUATE
SI GNI FI CANTLY, WE MAY | NCUR LOSSES WHEN WE SELL VESSELS WH CH MAY
ADVERSELY AFFECT OUR EARNI NGS

The fair market val ue of tankers may increase and decrease
depending on the foll ow ng factors:

-- general economc and market conditions affecting the tanker
i ndustry;
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-- conpetition from other shipping conpani es;
-- types and sizes of vessels;

-- other nodes of transportation;

-- cost of newbuil dings;

-- governnental or other regulations;

-- prevailing level of charter rates; and

-- technol ogi cal advances.

If we sell a tanker at a tinme when tanker prices have fallen, the
sale may be at |less than the vessel’s carrying amount on our
financial statenents, with the result that we could incur a |oss
and a reduction in earnings. Recent nmarket conditions in the
tanker industry have favourably affected the market val ues of our
vessels. It is possible that the market val ue of the Conpany’s
vessels will decline in the future.

| F VE VI OLATE ENVI RONMENTAL LAWS OR REGULATI ONS, THE RESULTI NG
LI ABI LI TY MAY ADVERSELY AFFECT OUR EARNI NGS AND FI NANCI AL
CONDI TI ON

Qur operations are subject to extensive regul ation designed to
pronote tanker safety, prevent oil spills and generally protect
the environnment. Local, national and foreign |aws, as well as

i nternational treaties and conventions, can subject us to
material liabilities in the event that there is a rel ease of
pet rol eum or ot her hazardous substances from our vessels.

For exanple, the United States G| Pollution Act of 1990, or OPA
provi des that owners, operators and bareboat charterers are
strictly liable for the discharge of oil in US. waters,

i ncluding the 200 nautical mle zone off the U S. coasts. OPA
provides for unlimted liability in sone circunstances, such as a
vessel operator’s gross negligence or willful m sconduct.
However, in nost cases OPA limts liability to the greater of

$1, 200 per gross ton or $10 million per vessel. OPA also permts
states to set their own penalty linmts. Mst states bordering
navi gabl e wat erways i npose unlinmted liability for discharges of
oil intheir waters. The International Maritinme O ganization, or
| MO, has adopted a simlar liability schenme that inposes strict
liability for oil spills, subject to limts that do not apply if
the rel ease is caused by the vessel owner’s intentional or

reckl ess conduct.

US law, the law in many of the nations in which we operate, and
i nternational treaties and conventions that inpact our operations
al so establish strict rules governing vessel safety and
structure, training, inspections, financial assurance, for
potential cleanup liability and other matters. These requirenents
can limt our ability to operate, and substantially increase our
operating costs. The U.S. has established strict deadlines for

10
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phasi ng-out single-hull oil tankers, and both the I MO and the
Eur opean Uni on have adopted simlar phase-out periods.

Under OPA, with certain limted exceptions, all newy built or
converted tankers operating in United States waters nust be built
wi th double hulls conform ng to particul ar specifications.
Tankers that do not have double hulls are subject to structura
and operational neasures to reduce oil spills and will be
precluded fromoperating in United States waters between 1995 and
2015 according to size, age, hull configuration and place of

di scharge unless retrofitted with double hulls. In addition, OPA
speci fies annual inspections, vessel manning, equipnent and ot her
construction requirenents that are in various stages of

devel opnment, applicable to new and to existing vessels.

The I MO recently announced a proposed revised tinmetable for the
phasi ng out of single-hull oil tankers by 2015. The proposal
identifies three categories of tankers based on cargo carrying
capacity and the presence or absence of protectively |ocated
segregat ed ball ast tanks. Under the new I MO proposal, single-hul
oil tankers with carrying capacities of 20,000 deadwei ght tons,

or dwt, and above carrying crude oil, fuel oil, heavy diesel oi

or lubricating oil as cargo, and of 30,000 dw and above carryi ng
ot her oils, which do not conply with I MO requirenents for
protectively | ocated segregated ballast tanks will be phased out
no later than 2007. Single-hull oil tankers with simlar carrying
capacities which do conply with I MO requirenments for protectively
| ocat ed segregated ballast tanks are to be phased out by 2015,
dependi ng 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, wll

al so be phased out by 2015, depending on the date of delivery of
t he vessel.

These requirenments can affect the resal e value or useful lives of
our vessels. In addition, violations of applicable requirenents
or a catastrophic release fromone of our vessels could have a
mat eri al adverse inpact on our financial condition and results of
oper ati ons.

OUR EARNI NGS COULD SUFFER | F WE DO NOT SUCCESSFULLY EMPLOY OUR
DRY BULK VESSELS WHEN THEI R BAREBOAT CHARTERS AND TI ME CHARTERS
TERM NATE

Most of the vessels (nine of the ten vessels) in the dry bul k

fl eet that we acquired through our purchase of Gol den Ccean G oup
Limted in 2000 operate under long termcharters. Although these

|l ong termcharters provide steady streans of revenue, the vessels
that are subject to these charters may not be avail able for spot

voyages during an upswing in the dry bul k market cycle, when spot
voyages might be nore profitable. Additionally, if we cannot

11
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recharter those vessels on long termcharters or enploy themin
the spot market profitably when their current charters expire,
this could have a material adverse inpact on our financia
condition and results of operations.

THE MARKET FOR TRANSPORTATION OF CRUDE O L IS H GHY COWPETI Tl VE
AND WE MAY NOT BE ABLE EFFECTI VELY TO COWPETE

The operation of tanker vessels and transportation of crude and
pet rol eum products and the ot her businesses in which we operate
are extrenely conpetitive. Through our operating subsidiaries we
conpete with other oil tanker and dry bulk carrier owners
(including major oil conpanies as well as independent conpanies),
and, to a |l esser extent, owners of other size vessels. Qur market
share currently is insufficient to enforce any degree of pricing
discipline in the markets in which we conpete. It is possible
that our conpetitive position will erode in the future.

VE DO NOT' EARN REVENUES WHEN WE HAVE TANKERS CONSTRUCTED FOR US,
EVEN THOUGH WE MJUST MAKE PROGRESS PAYMENTS

We currently have on order two Suezmax tankers for delivery in

t he second half of 2001 and six VLCCs, of which one is for
delivery in |ate 2001, four for delivery in 2002 and the fina
one for delivery in 2003. W are required to nake progress
paynments during the construction of the vessel, but we will not
derive any revenue fromthe vessels until after its delivery. If
t he shi pyards are unable to conplete the contract or if we are
unable to obtain the financing required to pay for the delivery
of the vessels, we may forfeit all or a portion of the

i nstal ments that have been paid. See Item4. "Information on the
Conpany".

OUR DEBT SERVI CE OBLI GATI ONS COULD AFFECT QUR ABILITY TO | NCUR
ADDI TI ONAL | NDEBTEDNESS OR ENGAGE | N CERTAI N TRANSACTI ONS

Qur existing financing agreenents inpose operation and financing
restrictions on us which may significantly limt or prohibit,
anong ot her things, our ability to incur additional i|ndebtedness,
create liens, sell capital shares of subsidiaries, nake certain

i nvestments, engage in nmergers and acqui sitions, purchase and
sell vessels, enter into tinme or consecutive voyage charters or
pay dividends without the consent of our |lenders. In addition,
our lenders nay accelerate the maturity of indebtedness under our
fi nanci ng agreenents and forecl ose upon the collateral securing

t he i ndebt edness upon the occurrence of certain events of
default, including our failure to conply with any of the
covenants contained in our financing agreenents.

12
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FLUCTUATI ONS I N THE YEN COULD AFFECT OQUR EARNI NGS

The fleet of our subsidiary, Golden Ocean Goup Limted, which we
acquired in 2000, has some charters and financi ng arrangenents
that require paynments of principal and interest or charter hire
in Yen. Wiile many of the charters for the dry bul k vessels that
we acquired through Gol den Ccean require the charterers to pay in
Yen so as to cover related Yen denom nated debt service, the
charterers may al so pay a significant part of the charter hire in
Dol lars. As we have not hedged our Yen exposure agai nst the
Dollar, a rise in the Yen could have a material adverse inpact on
our financial condition and results of operations.

VE MAY BE UNABLE TO ATTRACT AND RETAI N KEY MANAGEMENT PERSONNEL
I N THE TANKER | NDUSTRY, WH CH MAY NEGATI VELY | MPACT THE
EFFECTI VENESS OF OUR MANAGEMENT AND OUR RESULTS OF OPERATI ON

Qur success depends to a significant extent upon the abilities
and efforts of our senior executives, and particularly John
Fredri ksen, our Chairman and Chi ef Executive Oficer, and Tor

O av Troim our Vice-President, for the nanagenent of our
activities and strategi c gui dance. Wiile we believe that we have
an experienced managenent team the |oss or unavailability of one
or nore of our senior executives, and particularly M. Fredriksen
or M. Troim for any extended period of tine could have an
adverse effect on our business and results of operations.

OUR VESSELS MAY SUFFER DAVAGE AND WE NMAY FACE UNEXPECTED
DRYDOCKI NG COSTS VWHI CH COULD AFFECT OUR CASH FLOW AND OUR ABI LI TY
TO SERVI CE OUR DEBT

I f our vessels suffer danage, they nay need to be repaired at a
drydock or other type of ship repair facility. The costs of
drydock and/or repairs are unpredictable and can be substanti al.
W may have to pay drydocking and repair costs that our insurance
does not cover. This would decrease earnings. Repairs my

i nvol ve | ong periods of inactivity which may have a negative

ef fect on earnings and our ability to service our debt.

Rl SKS | NVOLVED W TH OPERATI NG OCCEAN GO NG VESSELS COULD AFFECT
OUR BUSI NESS AND REPUTATI ON, WHI CH WOULD ADVERSELY AFFECT OUR
REVENUES

The operation of an ocean-going vessel carries inherent risks.
These risks include the possibility of:

-- marine disaster;

--  piracy;

-- environnental accidents;

-- cargo and property | osses or damage; and

13
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-- business interruptions caused by nmechanical failure, human
error, war, terrorism piracy, political action in various
countries, |abour strikes, or adverse weather conditions.

Any of these circunstances or events could increase our costs or
| ower our revenues. The involvenent of our vessels in an oi
spill or other environnmental disaster nmay harmour reputation as
a safe and reliable tanker operator.

VE MAY NOT HAVE ADEQUATE | NSURANCE TO COVPENSATE US | F OUR
VESSELS ARE DAMAGED OR LOST

We procure insurance for our fleet against those risks that we
bel i eve the shipping industry comonly insures agai nst. These

i nsurances include hull and nmachi nery insurance, protection and

i ndemni ty insurance, which includes environnmental damage and
pol I uti on i nsurance coverage, and war risk insurance. W can give
no assurance that we are adequately insured against all risks. W
may not be able to obtain adequate insurance coverage at
reasonabl e rates for our fleet in the future. Additionally, our
insurers nmay not pay particular clainms. Qur insurance policies
contai n deductibles for which we will be responsible, limtations
and excl usions which, although we believe are standard in the

shi ppi ng i ndustry, may neverthel ess increase our costs or | ower
our revenue.

MARI TI ME CLAI MANTS COULD ARREST OUR TANKERS, VWH CH COULD
| NTERRUPT OUR CASH FLOW

Crew nenbers, suppliers of goods and services to a tanker

shi ppers of cargo and other parties nmay be entitled to a maritine
| ien agai nst that tanker for unsatisfied debts, clainms or

damages. In many jurisdictions a maritinme |ienholder may enforce
its lien by arresting a tanker through forecl osure proceedi ngs.
The arrest or attachnent of one or nore of our tankers could

i nterrupt our cash flow and require us to pay a | ot of noney to
have the arrest lifted.

In addition, in some jurisdictions, such as South Africa, under
the "sister ship" theory of liability, a claimant nay arrest both
the vessel which is subject to the claimant’s maritine |lien and
any "associ ated" vessel, which is any vessel owned or controlled
by the sane owner. Claimants could try to assert "sister ship"
liability against one vessel in our fleet for clains relating to
anot her of our ships.

GOVERNMENTS COULD REQUI SI TI ON OUR VESSELS DURI NG A PERI CD OF WAR
OR EMERGENCY, RESULTI NG I N LOSS OF EARNI NGS

A governnent could requisition for title or seize our vessels.
Requi sition for title occurs when a governnent takes control of a
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vessel and becones her owner. Al so, a governnent could

requi sition our vessels for hire. Requisition for hire occurs
when a governnent takes control of a vessel and effectively
becones her charterer at dictated charter rates. Cenerally,
requi sitions occur during a period of war or energency.
Government requisition of one or nore of our vessels would
negatively inpact our revenues.

OUR OPERATI ONS QUTSI DE THE UNI TED STATES EXPOSE US TO GLOBAL
Rl SKS THAT MAY | NTERFERE W TH THE OPERATI ON OF OUR VESSELS

W are an international conpany and primarily conduct our
operations outside of the United States. Changi ng econonic,
political and governnental conditions in the countries where we
are engaged in business or where our vessels are registered
affect us. Hostilities or other political instability in regions
where our vessels trade could affect our trade patterns and
adversely affect our operations and perfornmance.

BECAUSE WE ARE A FOREI GN CORPORATI ON, YOU NMAY NOT HAVE THE SAME
Rl GHTS THAT A SHAREHOLDER IN A U S. CORPORATI ON MAY HAVE

W are a Bernuda corporation. Qur articles of incorporation and
bye-l aws and t he Bernuda Conpani es Act 1981, as anended, govern
our affairs. Investors nay have nore difficulty in protecting
their interests in the face of actions by managenent, directors
or controlling sharehol ders than woul d sharehol ders of a
corporation incorporated in a United States jurisdiction. In

addi tion, our executive officers, admnistrative activities, and
assets are |located outside the United States. As a result, it nmay
be nmore difficult for investors to effect service of process
within the United States upon us, or to enforce both in the
United States and outside the United States judgnents agai nst us
in any action, including actions predicated upon the civil
liability provisions of the federal securities laws of the United
St at es.

VE MAY HAVE TO PAY TAX ON UNI TED STATES SOURCE | NCOVE, WH CH
WOULD REDUCE OUR EARNI NGS

Under the United States Internal Revenue Code of 1986, or the
Code, a portion of the gross shipping incone of a vessel owning
or chartering corporation, such as ourselves and our

subsidiaries, nmay be subject to a 4% United States federal incone
tax on 50% of the gross shipping incone that is attributable to
transportation that begins or ends, but that does not both begin
and end, in the US., unless that corporation is entitled to a
speci al tax exenption under the Code which applies to the

i nternational shipping incone derived by some non-United States
corporations. W believe that we and each of our subsidiaries
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qualify for this statutory tax exenption for the year ended
Decenber 31, 2000.

However, due to the absence of final Treasury regul ations or
other definitive authority concerning sone aspects of this tax
exenption under the relevant provisions of the Code and to the
factual nature of the issues involved, we can give no assurances
on our tax-exenpt status or that of any of our subsidiaries.

If we or our subsidiaries are not entitled to this statutory tax
exenption for any taxable year, we or our subsidiaries could be
subj ect for those years to an effective 4% United States federa

i nconme tax on the portion of the inconme we or our subsidiaries
derive during the year fromUnited States sources. The inposition
of this taxation would have an adverse effect on our
profitability.

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

Frontline Ltd. is a Bernuda based shi ppi ng conpany engaged
primarily in the ownership and operation of oil tankers. The
Conmpany was incorporated in Bernmuda on June 12, 1992 (Conpany No.
EC-17460). Its registered and principal executive offices are

| ocated at Mercury House, 101 Front Street, Hamlton, HM 12,
Bernmuda, and its tel ephone nunber is +1 (441) 295-6935.

The Conpany is engaged primarily in the ownership and operation
of oil tankers, including oil/bulk/ore ("OBO') carriers. The
Conmpany operates tankers of two sizes: very large crude carriers
("VLCCs") which are between 200,000 and 320, 000 deadwei ght tons
("dwt"), and Suezmaxes, which are vessels between 120, 000 and
170,000 dwt. In addition, through a corporate acquisition

conpl eted in COctober 2000, the Conpany has acquired a fleet of
dry bulk carriers that includes Capesize, Panamax and Handymax
si ze bul kers. The Conpany operates through subsidiaries and
partnershi ps | ocated in Bernuda, Liberia, Norway, Panamma,

Si ngapore and Sweden. The Conpany is also involved in the
charter, purchase and sale of vessels. Since 1996, Frontline has
energed as a | eadi ng tanker conpany within the VLCC and Sueznmax
size sectors of the nmarket.

The Conpany has its origin in Frontline AB, which was founded in
1985, and which was |isted on the Stockhol m Stock Exchange from
1989 to 1997. In May 1997, a decision was nade to redomcile
Frontline AB from Sweden to Bernmuda and to list its shares on the
Gsl o Stock Exchange. The change of domicile was executed through
a share for share exchange offer fromthe then newy forned
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Frontline Ltd. ("Ad Frontline") in Bernmuda. Frontline Ltd. was
i ncorporated under the |laws of Berrnuda on April 29, 1997 for the
pur pose of succeeding to the business of Frontline AB and,
commenci ng in June 1997, the shares in Frontline AB were
exchanged for shares in Frontline. The ordinary shares of
Frontline were thereafter listed on the Gslo Stock Exchange and
delisted fromthe Stockhol m St ock Exchange.

In Septenber 1997 Frontline initiated an amal gamati on with London
& Overseas Freighters Limted ("LOF"), also a Bernuda conpany.
This process was conpleted in May 1998. In the business

conbi nation (discussed in detail below), which left LOF as the
surviving conpany, Frontline s sharehol ders exchanged Frontline
shares for LOF shares and LOF was subsequently renanmed Frontline
Ltd. As a result of this transaction, Frontline became |listed on
t he London Stock Exchange and on the NASDAQ National Market in
addition to its listing on the Gsl o Stock Exchange.

BUSI NESS ACQUI SI TI ONS AND COMBI NATI ONS
AVALGAVATI ON W TH LONDON & OVERSEAS FREI GHTERS LI M TED

On Septenber 22, 1997, LOF and Frontline announced that they had
entered into an Agreenent and Pl an of Amal gamation (the

" Amal ganmat i on Agreenent”), providing for a business conbination
in a three-step transaction. On Septenber 29, 1997, pursuant to
t he Amal ganati on Agreenent, Frontline commenced a cash tender
offer (the "Ofer") for at |east 50.1 per cent and up to 90 per
cent of the outstanding LOF Ordinary Shares and ADSs for a price
of $1.591 (restated to $15.91) per Odinary Share ($15.91 per
ADS). The O fer expired on Cctober 28, 1997, and effective
Novenber 1, 1997 Frontline acquired approximately 79.74 per cent
of the outstanding LOF Ordinary Shares.

In the second step, Frontline amal gamated (the "Amal gamati on")
with Dol phin Limted, a Bermuda subsidiary of LOF. Each ordinary
share of Frontline was cancelled in consideration for which the
st ockhol ders of Frontline received (i) 3.2635 (restated to
0.32635) O dinary Shares of LOF and (ii) 0.1902 (restated to
0.01902) of a newy issued warrant ("Frontline Warrants") to
purchase one LOF Ordinary Share. In the third step of the
conbination, in order to conbine the assets and liabilities, LOF
purchased the assets and liabilities of Frontline which were
vested in the anal gamated conpany at fair market value in
exchange for a promissory note. LOF is the legally surviving
entity in this business conbination and has been renaned
Frontline Ltd. with effect from My 11, 1998. Frontline is
treated as the accounting acquirer and the transaction treated as
a reverse acquisition. The share capital of the Conpany has been
restated accordingly to reflect the transaction. For periods on

17



<PAGE>

or after May 11, 1998, the term "Conpany" refers to Frontline
Ltd. (fornerly London & Overseas Freighters Linited).

ACQUI SITION OF I CB

On Septenber 1, 1997, Frontline announced its intention to submt
an offer to acquire all of the shares of ICB . The final form of
the offer was an offer to acquire all of the shares of ICB (the
"I CB Shares") in exchange for SEK 130 in cash for each of the A-
shares and SEK 115 in cash for each of the B-shares. The total
acquisition price was estinmated to be $423 mllion, financed
primarily by a US $300 million loan facility ("ICB facility")
with a syndicate of international |enders. Through the tender

of fer, by Cctober 1997 Frontline acquired 51.7 per cent of the
out standi ng shares of 1CB at a purchase price of approxinately
$215 mllion. However, the shares purchased, 14,428,078 Cass B
shares and 148,663 C ass A shares, provided Frontline with only
31.4 per cent of the ICB voting rights. On January 8, 1998,
Frontline withdrew its bid for the remai ning outstandi ng shares
of 1CB. During 1998, Frontline made further purchases of |1CB
Shares in the market and at Decenber 31, 1998 had 34.2 per cent
of the voting power.

On Septenber 23, 1999, pursuant to an agreenent (the "I1CB
Agreement"), Frontline acquired | CB Shares previously owned by
the so-called "A group” consortiumincluding those controlled by
board nmenbers of 1CB and | CB shares controlled by the
Angel i coussis famly. In connection with the | CB Agreenent, four
of the VLCCs owned by I1CB were sold to conpanies controlled by
the Angelicoussis famly. As a result of the acquisitions,
Frontline increased its shareholding in ICB to approxi mately 90
per cent of the capital and 93 per cent of the voting rights. In
Cct ober 1999, a new Board of Directors, nomi nated by Frontline,
was appointed in ICB. In Decenber 1999, Frontline conmenced a
compul sory acquisition for the remaining shares in ICB and |1 CB
was delisted fromthe Stockhol m Stock Exchange. The operations of
| CB have been incorporated into those of the Conpany and the

ei ght vessels acquired as a result of the transacti on have been
transferred to the Conpany’s managenent structure.

In the two year period prior to Septenber 1999, Frontline was
unabl e to control, or exercise significant influence over, |CB.
Accordi ngly, the Conpany previously accounted for its investnent
in ICB as an avail abl e-for-sale security in accordance with SFAS
115. As a result of Frontline acquiring control over ICB, the
Conmpany’ s financial statenents have been restated. For the years
ended Decenber 31, 1997 and 1998, the investnent in ICBis
accounted for in accordance with the equity nmethod. For the year
ended Decenber 31, 1999, ICB has been consolidated with effect
fromJanuary 1, 1999.
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Through the acquisition of I1CB, Frontline, through an indirect
subsidi ary, has taken over responsibility for the nmanagenent of
Kni ght sbri dge Tankers Limted (Knightsbridge"), a conmpany whose
shares are listed on the Nasdaq Nati onal Market under the synbol
"VLCCF". Kni ghtsbridge owns five VLCCs (built 1995-96) which are
chartered to Shell International Petrol eum Conpany Linted.

Kni ght sbridge reports to the US Securities and Exchange

Commi ssion pursuant to Section 13 of the Securities Exchange Act
of 1934. The Conpany has an ownership interest of |ess than half
of one per cent in Knightsbridge as of May 31, 2001.

ACQUI SI TI ON OF GOLDEN OCEAN GROUP LIM TED

On Cctober 10, 2000, Frontline acquired Gol den Ccean Group
Limted ("CGolden Qcean"), a shipping group which holds interests
in 14 VLCCs and 10 bulk carriers. On the sane date, Col den Ccean
energed from bankruptcy protection under Chapter 11 of the U. S.
Bankruptcy Code. Most of the delivered tonnage of Gol den Ccean is
presently enployed on nediumto |long termcharters.

On January 14, 2000, Golden Ccean and its fell ow subsidiari es,
Gol den Ccean Tankers Limted and Channel Rose Hol dings |Inc.
(together the "Debtors") filed for bankruptcy protection under
Chapter 11 of the U S. Bankruptcy Code with the Cerk of the
United States Bankruptcy Court for the District of Del aware (the
"Bankruptcy Court"), and through this protection received an

excl usi ve period of up to 120 days to file a Plan of

Reorgani sation. In February, March and April 2000, Frontline
acquired a significant portion of US$ 291 mllion Senior Notes
due in August 2001 of Colden COcean. As one of CGolden Ccean’s

| argest creditors, Frontline announced that it would seek to be
actively involved in the reorgani sation process. On June 6, 2000,
t he Bankruptcy Court term nated Gol den Ccean’ s excl usive period
to file a plan of reorganisation, thereby permtting any party in
i nterest to propose a plan.

On July 7, 2000, Frontline filed a proposed pl an of

reorgani sation (the "Plan of Reorgani sation") and di scl osure
statenent (the "D sclosure Statenent”) with the Bankruptcy Court
whi ch set forth the manner in which clainms against and equity
interests in the Debtors would be treated. Two ot her conpeting
plans were filed within the time |imt defined by the Bankruptcy
Court. On August 4, 2000 the Bankruptcy Court approved on
Frontline's Disclosure Statenment and on August 14, 2000 approved
t he appoi ntment of Frontline as nanager of Gol den Ccean’s
operations with i medi ate effect. The Plan of Reorgani sation was
approved by an overwhel m ng majority of hol ders of clains
entitled to vote and was confirned at a hearing on Septenber 15,
2000.
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On Cctober 10, 2000 the Pl an of Reorgani sation becane effective
and Frontline acquired the entire share capital of Gol den Ccean.
The total acquisition price paid, including anounts paid to
settle allowed clains, was approxinmately $63.0 million, including
1,245,998 Frontline ordinary shares issued at a price of $15.65
per share. The acquisition of Golden Ocean has been accounted for
usi ng the purchase net hod.

ACQUI SI TI ON OF MOSVOLD SHI PPI NG LI M TED

On April 23, 2001, Frontline announced an offer for all of the
shares of Msvold Shipping Limted ("Msvold'), a Bernuda conpany
whose shares are |isted on the Gslo Stock Exchange. Through a
conbi nati on of shares acquired and acceptances of the offer, as
at May 31 2001, Frontline controlled 97 per cent of the shares of
Mosvol d. Mosvold owns two mid-70s built VLCCs and three
newbui | di ng contracts for VLCCs to be delivered, one in each of
2001, 2002 and 2003.

B. BUSI NESS OVERVI EW

The Conpany is a world | eader in the international seaborne
transportation of crude oil. The Conpany’s tanker fleet, which is
one of the largest and nost nodern in the world, consists of 26
owned, part-owned or controlled VLCCs and 28 owned, part-owned or
control | ed Suezmax tankers, of which 8 are Suezmax OBGCs. The
Conmpany al so has ei ght newbui |l ding contracts (including those
hel d by Mosvol d) and has purchase options or obligations to
acquire a further three VLCCs and two Suezmax tankers. The
Conmpany al so charters in three nodern VLCCs and two nodern
Suezmax tankers.

In 2000, the Conpany took delivery of three Sueznax and one VLCC
newbui | di ngs and two secondhand Suezmax tankers. In addition, the
Conmpany acquired three second-hand VLCCs and acquired a forty per
cent interest in a second-hand VLCC. Through the acquisition of
Gol den Ccean, which was conpleted in Cctober 2000, the Conpany
acquired its current dry bulk fleet, seven wholly or partially
owned VLCCs and five options or obligations to acquire VLCCs. Two
of the VLCCs covered by the options have since been delivered to
t he Conpany.

In 2001 to date, the Conmpany has sold two 1993-built VLCCs and a
2000 built Suezmax tanker, all of which had been acquired in
2000, and bought a 50.1 per cent interest in two 1993-built
VLCCs. In addition, through its acquisition of Mdsvold, it has
acquired two md-70s built VLCCs and three newbuil ding contracts
for VLCCs to be delivered, one in each of 2001, 2002 and 2003.

The fl eet operated by the Conpany has a total tonnage of
approximately 14.3 mllion dwm, and its tanker vessels have an
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average age of 5.9 years conpared with an estinmated industry
average of over 12.5 years. The Conpany believes that its vessels
conply with the nost stringent of generally applicable

envi ronnental regulations for tankers. Its dry bulk fleet has an
average age of 3.2 years.

Frontline owns various ship owning and operating subsidiaries.
The operations of Frontline take place substantially outside of
the United States. Frontline s subsidiaries, therefore, own and
operate vessels which may be affected by changes in foreign
governnments and ot her econonmi c and political conditions.
Frontline is engaged primarily in transporting crude oil products
and, in addition, raw materials |ike coal and iron ore.
Frontline’s VLCCs are specifically designed for the
transportation of crude oil and, due to their size, are normally
used only to transport crude oil fromthe Mddle East Gulf to the
Far East, Northern Europe, the Caribbean and the Loui siana

O fshore QI Port ("LOOP'). The Sueznax tankers are simlarly
designed for worldw de trading, but the trade for these vessels
is minly in the Atlantic Basin. Hi storically, the tanker

i ndustry has been highly cyclical, with attendant volatility in
profitability and asset values resulting fromchanges in the
supply of and demand for tanker capacity. Frontline' s OBO
carriers are specifically designed to carry oil or dry cargo and
may be used to transport either oil or dry cargo on any voyage.
When freight rates in both markets are equivalent OBO carriers
are operated nost profitably in conbination trade transporting
oil on one leg of the voyage and dry cargo on the other |leg of a
voyage. The supply of tanker and OBO capacity is influenced by
t he nunber of new vessels built, the number of ol der vessels
scrapped, converted, laid up and |ost, the efficiency of the
worl d tanker or OBO fleet and government and industry regul ation
of maritime transportation practices. The demand for tanker and
OBO capacity is influenced by gl obal and regi onal econonic

condi tions, increases and decreases in industrial production and
demand for crude oil and petrol eum products, the proportion of
worl d oil output supplied by Mddle eastern and ot her producers,
political changes and arned conflicts (including wars in the

M ddl e East) and changes in seaborne and ot her transportation
patterns. The demand for OBO capacity is, in addition, influenced
by increases and decreases in the production and denand for raw
materials such as iron ore and coal. In particular, demand for
Frontline's tankers and its services in transporting crude oi
and petrol eum products and dry cargoes has been dependent upon
worl d and regi onal nmarkets. Any decrease in shipnments of crude
oil or raw materials in world markets could have a materi al
adverse effect on Frontline's earnings. Historically, these

mar ket s have been volatile as a result of, anong other things,
general econom c conditions, prices, environmental concerns,

weat her and conpetition fromalternative energy sources. Because
many factors influencing the supply of and demand for tankers and
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OBO carriers are unpredictable, the nature, timng and degree of
changes in industry conditions are al so unpredictable.

The Conpany is comritted to providing quality transportation
services to all of its custoners and to devel opi ng and

mai ntaining long termrelationships with the major charterers of
tankers. Increasing global environnmental concerns have created a
demand in the petrol eum products/crude oil seaborne
transportation industry for vessels that are able to conformto
the stringent environnental standards currently being inposed

t hroughout the world. The Conpany’s fleet of nodern single hul
VLCCs nay di scharge crude oil at LOOP until the year 2015, and
its nodern single hull Suezmax tankers may call at US ports until
the year 2010 under the phase-in schedul e for double hull tankers
presently prescribed under the G| Pollution Act of 1990

("OPA 90"). See "Regul ation".

The shipping industry is highly cyclical, experiencing volatility
in profitability, vessel values and charter rates. In particular,
freight and charterhire rates are strongly influenced by the
supply of vessels and the demand for oil transportation. Freight
rates weakened in the second half of 1998 and further
deteriorated in 1999 as a result of OPEC oil production cuts to
support oil prices, relatively high world oil inventories,
weakness in oil demand due to the continued Southeast Asian
econom c crisis as well as the onset of a recession in Latin
Anerica and the relatively | arge tanker newbuil ding delivery
schedul e. Towards the end of 1999, Sueznmax rates started to

i mprove followed by inproving VLCC rates at the end of the first
quarter of 2000. According to prelimnary data fromindustry
sources, which the Conpany has not verified, global oil denmand 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 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 demand and supply in the tanker market. VLCC rates as a
consequence started to inprove fromthe end of the first quarter
of 2000 and continued to strengthen through the year. Mre
stringent practices anong charterers in selection of tonnage

foll owi ng the sinking of the 23 year old tanker, "Erika", and
resulting oil spill off Brittany in Decenber 1999, also
contributed to the reduction of tonnage supply as ol der vessels
were excluded fromcertain trades. Twenty six VLCCs were sold for
denolition in the year 2000, while forty one newbuil di ngs were
delivered. Fifty six newbuilding contracts were signed during the
year, resulting in the orderbook standing at eighty seven
vessels. A total of 17 Sueznaxes were renoved through scrapping
fromthe trading fleet in 2000 and 22 Suezmaxes were delivered
from shi pyards in the period.
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Denolition activity slowed down in the second half of 2000 as a
result of the strong market. New rules for tankers have been

i nposed by the IMO at its neeting in April 2001. These rules, if
ratified by | MO nenber states, will cause the renoval from
trading in the years 2003-2006 of practically all |arge crude oi
tankers built prior to 1980.

I n 2000, VLCC earni ngs averaged al nost $50, 000 per day for nodern
vessel s on West bound voyages fromthe Arabian Gulf. The trend

i ncreased 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 fourth quarter. A simlar trend was seen in Suezmax
rates. See Item5. "Qperating and Fi nanci al Revi ew and

Pr ospects".

In early 2001, OPEC 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 in the first and second
quarters of 2001 were, in spite of this decline, still attractive
for tanker owners.

Al'l of the Conpany’s dry bul k vessels are fixed on mediumto
| ong-term bareboat or tine charters.

The Conpany’s plan is to create one of the world s | argest
publicly traded shipping conpanies, with a nodern, high quality
VLCC and Suezmax fleet. The Conpany’s business strategy is
primarily based upon the foll ow ng principles:

-- enphasi sing operational safety and quality naintenance for
all of its vessels;

-- conplying with all current and proposed environnental
regul ati ons;

-- outsourcing technical operations and crew ng;

-- controlling operational costs of vessels;

-- owni ng one of the nobst nodern and honobgeneous fl eets of
tankers in the world;

-- achieving high utilisation of its vessels;

-- achieving conpetitive financing arrangenents: and

-- devel oping and mai ntaining relationships with major oi
conmpani es and industrial charterers.

After having delivered their cargo, spot narket vessels typically
operate in ballast until being rechartered. It is the tine

el ement associated with these ballast |egs which the Conpany
seeks to mninmse by efficiently chartering its OBO carriers and
tankers. The Conpany seeks to naxinise earnings in enploying
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vessels in the spot market, under time charters or under
Contracts of Affreightnment ("COAs").

I n Decenber 1999, the Conpany, together with A P. Mller, Euronav
Luxenbourg SA, Osprey Maritinme Ltd., Overseas Shiphol di ng G oup,
Inc and Reederei "Nord" Klaus E. O dendorff agreed to form
Tankers International LLC ("Tankers") to pool the conmerci al
operation of the participating conpanies’ nodern VLCC fleets (the
"Tankers Pool "). Tankers began operations on February 1, 2000,
with an initial fleet of 39 nodern VLCCs (of which the Conpany
contributed twel ve vessels). Tankers’ fleet currently constitutes
12 per cent of the world VLCC fleet. By 2002, as the participants
take delivery of newbuil dings and vessels are redelivered from
time charters, Tankers’ fleet is expected to reach 70 vessels.
Tankers mainly enpl oys ships in the spot nmarket, although it al so
fromtime to tine enters into COAs and time charters. Revenues to
each shi powner who participates in Tankers are cal cul ated on the
basis of the pool’s total earnings and the tonnage conmmtted into
Tankers by the shi powner.

By consolidating the comrercial operation of its substantial VLCC
fleet into a unified transportation system Tankers offers its
custoners "one stop shopping” for high quality nodern VLCC
tonnage. The size of the fleet enables Tankers to becone the

| ogi stics partner of mmjor customers, providing new and inproved
tool s to manage shi pping progranms, inventories and risk. The
Conmpany bel i eves that Tankers will enhance the financia
performance of pool vessels through higher utilisation and ot her
operating efficiencies. Tankers al so seeks to reduce vesse
operating costs by facilitating joint purchasing of goods and
servi ces by pool participants.

In 1998, in order to increase the Conpany’s market share in the
Suezmax trades and increase trading flexibility, the Conmpany and
OM Corporation, a major international shipping conmpany, conbi ned
Suezmax tanker fleets for commercial purposes and created
Al'liance Chartering LLC ("Alliance"). Alliance currently markets
42 Suezmax tankers, of which the majority are enployed in the

Atl antic market, conprising approxi mtely 30 per cent of the
total nodern Sueznaxes trading in the spot nmarket in the Atlantic
basin. Alliance’s control of this large nodern fleet of Suezmaxes
has enabled it to strengthen rel ationships with a nunber of

cust oners.

Al'liance mainly enploys ships in the spot market, although it
also fromtime to tinme enters into COAs and tine charters.
Revenues to each shi powner who participates in Alliance are based
on the actual earnings fromthe ships contributed into Alliance
by the shi powner. Two part-owned Suezmax tankers which are

enpl oyed outside of Alliance, "Polytrader" and "Polytraveller",
have been chartered to Navion ASA until April 2001 and January
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2003, respectively. Since April 2001, "Polytrader" has been
traded in the spot narket.

Simlar to structures commonly used by ot her shipping conpani es,

t he Conpany’ s vessels are all owned by, or chartered to, separate
subsidi ari es or associ ated conpani es. Frontline Managenent AS
("Frontline Managenent"), a wholly-owned subsidiary of the
Conpany, supports the Conpany in the inplenentation of its

deci sions. Frontline Managenent is responsible for the comercia
managenent of the Conpany’ s shi powni ng subsidiaries, including
chartering and i nsurance. Each vessel owned by the Conpany is
regi stered under Bahamas, Liberian, Singaporean, Norwegi an or
Panamani an fl ag.

Frontline has a strategy of extensive outsourcing. Ship
managenent, crew ng and accounting services are provided by a
nunber of independent and conpeting suppliers.

-- Frontline’ s vessels are managed by i ndependent ship
managenent conpani es. Pursuant to managenent agreenents, each
of the independent ship managenent conpani es provi des
operations, ship maintenance, crew ng, technical support,
shi pyard supervision and related services to Frontline. A
central part of Frontline's strategy is to benchmark
operational performance and cost |evel anpngst the Conpany’s
shi p managers.

-- I ndependent ship managers provide crewing for Frontline's
vessels. Currently, nost vessels are crewed with full Russian
crews, while others have full Indian or full Filipino crews,
or conbi nations of these nationalities.

-- The accounti ng managenent services for each of the shipowning
subsidiaries of Frontline are provided by the ship nmanagers.

FURTHER EXPANS|I ON OF FLEET

The Conpany believes that fleet size in the industrial shipping
sector is increasingly inportant in negotiating terns with major
clients and charterers. The Conpany believes that a |arge, high-
quality VLCC and Sueznax fleet will enhance its ability to obtain
conpetitive ternms from suppliers and shipbuilders and to produce
cost savings in chartering and operations.

Based on these considerations, the Conpany intends to | ook for
further opportunities to expand its fleet and acquire additiona
VLCCs and Suezmax tankers. Frontline believes that VLCC and
Suezmax freight rates and market values will support such
expansion. Due to the ageing profile of the existing world fl eet,
enf orcenent of nore stringent environnmental regulations and

cust oner demand, the Conpany believes that there will be

i ncreased demand for nodern VLCCs and Sueznmax tankers needed to
carry the world oil trade during the early 2000’s. As a result,
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opportunities exist for selective investnment in VLCC and Suezmax
tankers built in the 1990's that are in good operating condition,
with prospects to yield operating profits and capital gains over
t he next several years. Although freight rates and market val ues
are volatile, the Conpany believes that investnment in such VLCC
and Suezmax tankers in today’'s narket carries a relatively
limted anbunt of downside risk while offering the prospect of
significant upside potential.

As part of its vessel acquisition policy, the Conpany conducts a
physi cal inspection of each tanker and exanmines its construction,
prior ownership, operating history and cl assification records.
Anmong t he second-hand VLCC and Suezmax tankers which the Conpany
may purchase are tankers subject to existing bareboat charters or
| eases with major oil conpanies. The Conpany may al so purchase
options to acquire such tankers at the expiration of such

bar eboat charters or |eases. The Conpany cannot guarantee that
its policy will be successful.

SEASONALI TY

Hi storically, oil trade and therefore charter rates increased in
the winter nmonths and eased in the sumer nonths as demand for

oil in the Northern Hem sphere rose in colder weather and fell in
war mer weat her. The tanker industry in general is |ess dependent
on the seasonal transport of heating oil than a decade ago as new
uses for oil and oil products have devel oped, spreading
consunption nore evenly over the year.

CUSTOVERS

Custoners of the Conpany include nmajor oil conpanies, petroleum
products traders, governnent agencies and various other entities.
During each of the years ended Decenber 31, 2000, 1999 and 1998,
no customer accounted for 10 per cent or nore of consoli dated
frei ght revenues.

COVPETI Tl ON

The market for international seaborne crude oil transportation
services is highly fragnented and conpetitive. Seaborne crude oi
transportation services generally are provided by two nain types
of operators: nmjor oil conpany captive fleets (both private and
st at e-owned) and i ndependent shi powner fleets. In addition,
several owners and operators pool their vessels together on an
ongoi ng basis, and such pools are available to custoners to the
same extent as independently owned and operated fleets. Many
maj or oil conpani es and other oil trading conpanies, the primry
charterers of the vessels owned or controlled by the Conpany,

al so operate their own vessels and use such vessels not only to
transport their own crude oil but also to transport crude oil for
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third party charterers in direct conpetition with independent
owners and operators in the tanker charter nmarket. Conpetition
for charters is intense and is based upon price, |ocation, size,
age, condition and acceptability of the vessel and its nanager.
Conpetition is also affected by the availability of other size
vessels to conpete in the trades in which the Conpany engages.

Rl SK OF LOSS AND | NSURANCE

The busi ness of the Conpany is affected by a nunber of risks,

i ncludi ng mechani cal failure of the vessels, collisions, property
|l oss to the vessels, cargo | oss or danmage and busi ness
interruption due to political circunstances in foreign countries,
hostilities and | abour strikes. In addition, the operation of any
ocean-goi ng vessel is subject to the inherent possibility of
catastrophic marine disaster, including oil spills and other

envi ronnental m shaps, and the liabilities arising from owning
and operating vessels in international trade.

Frontline Managenent is responsible for arranging for the

i nsurance of the Conpany’s vessels in line with standard industry
practice. In accordance with that practice, the Conpany maintains
marine hull and machi nery and war risks insurance, which includes
the risk of actual or constructive total |oss, and protection and
i ndemnity insurance with nutual assurance associ ations. The
Conmpany fromtime to tine carries insurance covering the |oss of
hire resulting fromnmarine casualties in respect of sonme of its
vessels. Currently, the amount of coverage for liability for

pol lution, spillage and | eakage avail able to the Conpany on
commercially reasonable terns through protection and i ndemity
associ ations and providers of excess coverage is $1 billion per
vessel per occurrence. Protection and indemity associations are
nmut ual marine indemity associations forned by shi powners to
provi de protection fromlarge financial |oss to one nenber by
contribution towards that | oss by all nenbers.

The Conpany believes that its current insurance coverage is
adequate to protect against the accident-related risks involved
in the conduct of its business and that it maintains appropriate
| evel s of environnmental danmage and pollution insurance coverage,
consi stent with standard industry practice. However, there is no
assurance that all risks are adequately insured agai nst, that any
particular clains will be paid or that the Conpany will be able
to procure adequate insurance coverage at comercially reasonabl e
rates in the future.

| NSPECTI ON BY A CLASSI FI CATI ON SOCl ETY
Every commercial vessel’s hull and nachinery is "classed" by a

classification society authorised by its country of registry. The
classification society certifies that the vessel has been built
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and mai ntai ned in accordance with the rules of such
classification society and conplies with applicable rules and
regul ati ons of the country of registry of the vessel and the

i nternational conventions to which that country is a nenber. The
Conmpany’ s vessels have all been certified as "in class.”

Each vessel is inspected by a surveyor of the classification
society every year, every two and a half years and every four to
five years. Should any defects be found, the classification
surveyor will issue a "reconmendation" for appropriate repairs
whi ch have to be nade by the shipowner within the tine limt
prescri bed.

REGULATI ONS

Government regulation significantly affects the ownership and
operation of the Conpany’ s vessels. The various types of
governnental regulation that affect the Conmpany’s 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. The Conmpany cannot
predict the ultimte cost of conplying with these requirenents,
or the inpact of these requirenents on the resal e val ue or useful
lives of our vessels. Various governnmental and quasi-governnenta
agencies require us to obtain pernmts, licenses and certificates
for the operation of our vessels. Al though the Conpany believes
that it is substantially in conpliance with applicable

envi ronnental and regulatory |aws and have all permts, |icenses
and certificates necessary for the conduct of its operations,
future non-conpliance or failure to maintain necessary permts or
approvals could require it to incur substantial costs or
tenporarily suspend operation of one or nore of its vessels.

The Conpany believes that the hei ghtened environnental and
quality concerns of insurance underwiters, regulators and
charterers are leading to greater inspection and safety

requi renents on all vessels and may accel erate the scrappi ng of
ol der vessel s throughout the industry. Increasing environnmental
concerns have created a demand for nodern vessels that are able
to conformto the stricter environnental standards. The Conpany
mai nt ai ns hi gh operating standards for all of its vessels that
enphasi ze operational safety, quality naintenance, continuous
training of its crews and officers and conpliance with United
States and international regul ations.

The Conpany’s 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, harbour master or equivalent, classification societies,
flag state adm nistration or country of registry, and charterers,
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particularly term nal operators and major oil conpani es which
conduct frequent vessel inspections.

ENVI RONVENTAL REGULATI ON- - 1 MO

In April 2001, the International Maritine O ganization, or | M)
the United Nations’ agency for maritine safety, revised its
regul ati ons governi ng tanker design and inspection requirenents.
The proposed regul ati ons, which are expected to becone effective
Sept enber 2002 provided they are ratified by the | MO nenber
states, provide for a nore aggressive phase-out of single hul

oil tankers as well as increased inspection and verification
requi renents. They provide for the phase-out of nobst single hul
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 ball ast tanks. Segregated
bal | ast tanks use ballast water that is conpletely separate from
the cargo oil and oil fuel system Segregated ballast tanks are
currently required by the I MO on crude oil tankers constructed
after 1983. The changes, which will likely increase the nunber of
tankers that are scrapped beginning in 2003, are intended to
reduce the |ikelihood of oil pollution in international waters.

The proposed regul ations identify three categories of tankers
based on cargo carrying capacity and the presence or absence of
protectively | ocated segregated ballast tanks. Under the new | MO
regul ations, single-hull oil tankers with carrying capacities of
20, 000 deadwei ght tons, or dw, 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 requirenments for protectively |ocated segregated ball ast
tanks will be phased out no | ater than 2007. Single-hull oi
tankers with simlar carrying capacities which do conply with I MO
requirenents for protectively | ocated segregated ballast 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.

Excluding the two 1970’s built VLCCs "Mscliff" and "Msocean”
and the 1970’s built Sueznaxes, "Polytrader" and "Pol ytraveller",
t he Conpany owns, controls and charters-in 29 Suezmaxes and 30
VLCCs O these 59 vessels, 37 (equivalent to 63 per cent) are
doubl e-hulled. In addition, all eight newbuilding contracts are
for doubl e-hull ed vessels. The Conpany al so owns and controls 10
dry bulk carriers. There are no requirenents for doubl e- hul
design for the type of vessels.

The requirenments contained in the International Safety Managenent
Code, or |ISM Code, promul gated by the MO also affect the
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Conpany’ s operations. The | SM Code requires the party with
operational control of a vessel to devel op an extensive safety
managenent systemthat includes, anong other things, the adoption
of a safety and environnental protection policy setting forth

i nstructions and procedures for operating its vessels safely and
descri bi ng procedures for responding to energencies. Qur vesse
managers are certified as approved ship managers under the | SM
Code.

The | SM Code requires that vessel operators obtain a safety
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. All of the Conpany’s vessels and their operators have
received | SM Certification.

Nonconpl i ance with the | SM Code and ot her | MO regul ati ons may
subj ect the shipowner or a bareboat charterer to increased
liability, nmay | ead to decreases in avail abl e insurance coverage
for affected vessels and may result in the denial of access to,
or detention in, sone ports. Both the U S. Coast Guard and

Eur opean Union authorities have indicated that vessels not in
conpliance with the | SM Code by the applicable deadlines will be
prohibited fromtrading in U S. and European Union ports, as the
case nay be.

Al'l of the Conpany’s newbuil di ngs delivered since 1995 are of
doubl e hull construction and conply with the | MO regul ati ons upon
their effective date. The Conpany cannot at the present tine

eval uate the likelihood of whether conpliance with the new
regul ati ons regardi ng i nspections of all vessels will adversely
af fect the Conpany’s operations, or the nagnitude of any such
adverse effect, due to uncertainty of interpretation of the I MO
regul ati ons.

The I MO continues to review and introduce new regul ati ons on a

regul ar basis. It is inpossible to predict what additiona
regul ations, if any, may be passed by the | MO whether those
regul ations will be adopted by nenber countries and what effect,

i f any, such regul ations m ght have on the operation of oi
tankers. Because patterns of world crude oil trade are not
constant, our vessels may |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
vessels 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 Conpany’ s vessels
in oil producing and refining regions.
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ENVI RONVENTAL REGULATI ON- - OPA/ CERCLA

The U.S. Ol Pollution Act of 1990, or OPA, established an
extensive regulatory and liability regime 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 econom c 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 "deni se"
charterers are "responsi ble 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 "responsi ble parties"” woul d 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 damages
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.

OPA limts the liability of responsible parties to the greater of
$1, 200 per gross ton or $10 million per tanker (that is over
3,000 gross tons. This is subject to possible adjustnment for
inflation. OPA specifically permts individual states to inpose
their owmn 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. |n sone cases,
states whi ch 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 cleanup,
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renoval and natural resource damages. Liability under CERCLA is
limted to the greater of $300 per gross ton or $5 nillion.

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 msconduct. These
limts do not apply if the responsible party fails or refuses to
report the incident or to cooperate and assist in connection with
t he substance renoval activities. OPA and CERCLA each preserve
the right to recover danmages under existing |law, including
maritinme tort law. The Conpany believes that it is in substantia
conpliance with OPA, CERCLA and all applicable state regul ations
in the ports where its 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 limt 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. The Conpany currently
mai nt ai ns evi dence of financial responsibility through Shoreline
Mut ual (Bernuda) Ltd.

The Conpany currently insures and, provided such insurance
remai ns available at a comrercially reasonable cost, plans to

i nsure each of its vessels with pollution, spillage and | eakage
liability insurance in the anount of $1 billion per vessel per
occurrence. This is the anpunt currently available to the Conpany
in the insurance market on conmercially reasonable ternms. The
liability resulting froma catastrophic spill could exceed the

i nsurance coverage available, in which event there could be a
mat eri al adverse effect on the Conpany. Additionally, under OPA
the liability of responsible parties, United States or foreign,
with regard to oil pollution damage in the United States is not
pre-enpted by any international convention.

Under OPA, with limted exceptions, all newly-built or converted
tankers operating in U S. waters nust be built w th doubl e-hulls.
Exi sting vessels that do not conply with the doubl e-hul

requi renent nust be phased out over a 20-year period beginning in
1995 based on size, age and pl ace of discharge, unless
retrofitted with double-hulls. Notw thstanding the phase-out
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period, OPA currently permts existing single-hull tankers to
operate until the year 2015 if their operations within U S.
waters are limted to:

-- di scharging at 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.

Owners or operators of tankers operating in the waters of the
US nust file vessel response plans with the Coast Guard, and
their tankers are required to operate in conpliance with their
Coast Cuard 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.

The Conpany’s tankers that call in the U S. neet this
requirenent.

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. In
sonme cases, states which have enacted such | egislation have not
yet issued inplementing regulations defining tanker owners’
responsi bilities under these | aws. The Conpany intends to conply
with all applicable state regulations in ports where the
Conpany’ s vessel s call

ENVI RONVENTAL REGULATI ON- - OTHER

Al though the U.S. is not a party to these conventions, many
countries have ratified and followthe liability schene adopted
by the I MO and set out in the International Convention on G vi
Liability for G| Pollution Damage, 1969, or CLC. Under this
convention, a vessel’s registered owner is strictly liable for
pol | uti on 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.
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I 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
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 gabl e wat erway
have enacted environnental pollution [aws that inpose strict
liability on a person for renpval costs and danages resulting
froma discharge of oil or a release of a hazardous substance.
These laws may be nore stringent than U.S. federal |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 promrul gated by the United States or any other country or
authority.

PROPOSED EU REGULATI ONS

The International Maritinme O ganization 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 ations
t he maxi num perm ssi bl e age for single hull tankers after 2007
will be 26 years, as opposed to 30 years under current
regul ati ons. The anendnents 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 miles of French
coastline with heavy oil. Following the spill, the European

Comm ssi on adopted a "comuni cation on the safety of oi

transport by sea,"” also naned the "Eri ka conmuni cation.”
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As a part of this, the Comm ssion has adopted a proposal 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.

-- 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 announced a ban of single hull crude oi
tankers over 5,000 dwt fromnost Italian ports, effective Apri
2001, which has since been delayed. This ban will be placed on
oil product carriers, effective Decenber 1, 2001. It is

i npossi ble to predict what |egislation or additional regul ations,
if any, may be pronul gated by the European Union or any ot her
country or authority.
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C. ORGANI ZATI ONAL STRUCTURE

The Conpany’s vessels are all owned by, or chartered to, separate
subsi di ari es, associ ated conpani es or joint ventures. The
following table sets out the details of the Conpany’s significant
subsidiaries and equity interests as at May 31, 2001:

NAME COUNTRY OF OMERSHI P

VESSEL | NCORPORATI ON PERCENTAGE
Granite Shipping Co Ltd Front Granite Bahanas 100%
| CB Shi ppi ng (Bernuda)

Limted Managenent conpany Ber nuda 100%
Mosvol d Shi pping Linited Hol di ng conpany Ber nuda 97%
Bandama Ltd. Pol ytrader and Pol ytravel |l er Li beria 100%
Bonfi el d Shipping Ltd. Front Driver Li beri a 100%
Dundee Navi gati on SA Front Dundee Li beria 50. 1%
Edi nbur gh Navi gati on SA Front Edi nbur gh Li beria 50. 1%
Fourways Mari ne Front Spirit Li beria 100%
Front Archer Inc. Front Archer Li beri a 100%
Front Ardenne Inc. Front Ardenne Li beri a 100%
Front Barbant |nc. Front Bar bant Li beria 100%
Front G ory Shipping Inc. Front Gory Li beri a 100%
Front Pride Shipping Inc. Front Pride Li beria 100%
Front Spl endour Shipping Inc. Front Spl endour Li beri a 100%
Front Tobago Inc. Front Tobago Li beri a 40%
Gol den Aquari an Corporation Cos Hero Li beria 100%
Gol den Bayshore Shi ppi ng

Cor poration Navi x Astral Li beri a 100%
Gol den Channel Corporation St ena Commodor e Li beria 100%
Gol den Door Corporation Gol den Neri na Li beria 100%
ol den Estuary Corporation Front Commerce Li beria 100%
Gol den Fjord Corporation Front Conmanche Li beria 100%
ol den Fountai n Corporation Gol den Fount ai n Li beria 50%
ol den @ul f Corporation CGol den Al oe Li beria 100%
Gol den Hi | ton Shi ppi ng

Cor poration Channel Navi gat or Li beria 100%
ol den Key Cor poration Gol den Di sa Li beri a 100%
Gol den Lagoon Cor porati on Paci fi c Lagoon Li beria 50%
ol den Loch Corporation Gol den Protea Li beria 100%
Gol den Ccean Tankers Limted Hol di ng Conpany Li beri a 100%
Gol den Presi dent Shi ppi ng

Cor poration Channel Alliance Li beria 100%
ol den Seaway Cor porati on New Vanguard Li beri a 100%
Gol den Sound Cor poration New Vi sta Li beria 100%
Gol den Strait Corporation Gol den Victory Li beri a 100%
ol den Stream Cor porati on CGol den Stream Li beri a 100%
Gol den Ti de Corporation New Circassi a Li beria 50%
Kat ong | nvestnents Ltd. Front Breaker Li beria 100%
Langkawi Shi ppi ng Ltd. Front Birch Li beri a 100%
M ddl eburg Properties Ltd. Gol den Dai sy Li beria 100%
MIlcroft Maritine SA Front Chanpi on Li beri a 100%
Neon shi ppi ng SA Front Sky Li beria 100%
Qina Inc. Front Tina Li beri a 100%
Pabl o Navi gation SA Front Chi ef Li beria 100%
Patri o Shipping Ltd. Front Hunter Li beri a 100%
Quadrant Marine Inc. Front Sun Li beria 100%
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Rakis Maritime SA Front Fighter
Reese Devel opnent | nc. Gol den Rose
Ryan Shi ppi ng Cor poration Front Warrior
Sabl e Navi gation SA Channel Poterne
Saf fron Rose Shipping Limted Front Crown
Sea Ace Corporation Front Ace
Si bu Shi pping Ltd Front Mapl e
Sout h West Tankers Inc Front Sunda
Ti debrook Maritime Corporation Front Conmmander
U tinmate Shipping Ltd. Front Century
West Tankers | nc. Front Conor
Puerto Rei nosa Shi pping Co SA Front Lillo
Aspinall Pte Ltd. Front Vi ewer
Bl i zana Pte Ltd. Front R der
Bol zano Pte Ltd. M ndanao
Ci rebon Shipping Pte Ltd. Front Vanadi s
Fox Maritine Pte Ltd. Front Sabang
Front Dua Pte Ltd. Front Duchess
Front Enpat Pte Ltd. Front Hi ghness
Front Enam Pte Ltd. Front Lord
Front Lapan Pte Ltd. Front dimber

Front Linma Pte Ltd. Front Lady

Front Tiga Pte Ltd. Front Duke
Front Tujuh Pte Ltd. Front Enperor
Front Senbilan Pte Ltd. Front Leader
Rettie Pte Ltd. Front Striver
Touracous Pte Ltd. Ki m Jacob
Transcorp Pte Ltd. Front Gui der

D. PROPERTY, PLANTS AND EQUI PVENT
THE COWPANY' S VESSELS

The Conpany operates a substantially nodern fleet of tankers
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S
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Si
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Si
Si
Si
Si
Si
Si
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ngapor e
ngapor e
ngapor e
ngapor e
ngapor e
ngapor e
ngapor e
ngapor e
ngapor e
ngapor e
ngapor e
ngapor e
ngapor e
ngapor e
ngapor e
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100%

50%
100%
100%
100%
100%
100%
100%
100%
100%
100%

100%

100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%
100%

consi sting of 29 VLCCs, 21 Sueznmax tankers and ei ght Suezmax OBO
carriers. In addition, the Conpany has a fleet of 8 wholly owned

dry bulk carriers consisting of 3 Capesize,
Handymax size carriers and has a fifty per cent
further two Handynmax size bul k carriers.

2 Pananax and 3
i nt er est
The Conpany has ei ght

newbui | di ng contracts and has purchase options or obligations to

acquire a further three VLCCs and two Suezmax tankers.

following table sets forth the fleet operated by the Conpany as

of May 31, 2001
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TANKER FL

OMNED TONNAGE

VESSEL

VLCCS

Moscl i ff
Mbsocean
Front Sab
Front Van

Front Hi ghness

Front Lad
Front Lor
Front Duk
Front Duc

Front Tobago (40%
Front Edi nburgh (50.1%
Front Dundee (50.1%

Front Ace

Gol den Fountain (50% (1)
Gol den Stream (1)

Navi x Ast

New Vanguard (1)

EET

ang
adi s

y
d

e
hess

r al

New Vi sta (1)

Front Chi

Front Commander

Front Cro

New Circassia (50% (1)
) (3)

Paci fi c Lagoon (50% (1)
Front Conmanche (1)

Front Conmerce (1)

Opalia (1

Stena Commodore (1) (2)

Front Tina
Gscilla (1) (3)
Hul I No. 4978
Hul | No. 4979
Hul | No. 4980
Hul I No. 1384
Hul | No. 1402
Hul I No. 1412

SUEZMAX OBO CARRI ERS

Front Bre
Front di
Front Dri
Front QGui

ef

wn

aker
nber
ver
der

Front Leader

Front R d
Front Str
Front Vie

er
lver
wer

DWI. CONSTRUCTI ON  FLAG

APPROXI MATE

BU LT

1974 257,000
1975 257,000
1990 285, 000
1990 285, 000
1991 284, 000
1991 284, 000
1991 284, 000
1992 284, 000
1993 284, 000
1993 261, 000
1993 302, 000
1993 302, 000
1993 275, 000
1995 302, 000
1995 276, 000
1996 276, 000
1998 300, 000
1998 300, 000
1999 311, 000
1999 311, 000
1999 311, 000
1999 306, 000
1999 302, 000
1999 306, 000
1999 300, 000
1999 300, 000
2000 298, 000
2000 299, 000
2000 302, 000
2002 299, 000
2002 299, 000
2002 299, 000
2001 308, 000
2002 308, 000
2003 308, 000
1991 169, 000
1991 169, 000
1991 169, 000
1991 169, 000
1991 169, 000
1992 169, 000
1992 169, 000
1992 169, 000
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Doubl e- hul |
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Doubl e- hul |
Doubl e- hul |
Doubl e- hul |
Doubl e- hul |
Doubl e- hul |
Doubl e- hul |
Doubl e- hul |
Doubl e- hul |
Doubl e- hul |
Doubl e- hul |
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BA
BA
SG
SG
SG
SG
SG
SG
SG
LIB
LIB
LIB
LIB
PAN

NI S
SG
NI S
SG
SG
SG
SG
SG

TYPE OF
EMPLOYMENT

Spot nar ket
Spot mar ket
Tanker s Pool
Tanker s Pool
Tanker s Pool
Tanker s Pool
Tanker s Pool
Tanker s Pool
Tanker s Pool
Tanker s Pool
Tanker s Pool
Tanker s Pool
Tanker s Pool
Ti me Charter
Time Charter
Bar eboat Charter
Bar eboat Charter
Bar eboat Charter
Tanker s Pool
Tanker s Pool
Tanker s Pool
Bar eboat Charter
Bar eboat Charter
Time Charter
Tanker s Pool
Tanker s Pool
Tanker s Pool
Ti me Charter
Bar eboat Charter

Spot mar ket
Spot nar ket
Spot mar ket
Spot mar ket
Spot nar ket
Spot mar ket
Spot mar ket
Spot nar ket
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SUEZVAXES
Pol ytrader (40%

Pol ytravel l er (35%

Front Lillo
Front Birch
Front Mapl e
Front Ganite
Front Enperor
Front Sunda
Front Spirit
Front Conor
Front Pride
Front dory
Front Spl endour
Front Ardenne
Front Brabant
M ndanao
Front Fighter
Front Hunter
Front Sun
Front Sky
Front Archer
Hul I No. 477
Hull No. 478

CHARTERED | N TONNAGE

VESSEL

VLCCs

Front Century
Front Chanpi on

Gol den Victory (1)

SUEZMAX
Front Warri or
Ki m Jacob

DRY BULK FLEET (1)
OANED TONNAGE

VESSEL

CAPESI ZE

Channel Alliance
Channel Navi gat or
Channel Poterne

PANAMAX
ol den Di sa
Col den Neri na

HANDYMAX

Gol den Rose (50%
ol den Dai sy (50%
Gol den Al oe

Col den Pr ot ea

Cos Hero

1978 126, 000
1979 126, 000
1991 147, 000
1991 152, 000
1991 152, 000
1991 142, 000
1992 147, 000
1992 142, 000
1993 147, 000
1993 142, 000
1993 150, 000
1995 150, 000
1995 150, 000
1997 153, 000
1998 153, 000
1998 158, 000
1998 153, 000
1998 153, 000
2000 153, 000
2000 153, 000
2000 153, 000
2001 150, 000
2001 150, 000

APPROXI MATE
BU LT DWIr
1998 311, 000
1998 311, 000
1999 305, 000
1998 153, 000
1998 158, 000

APPROXI MATE
BU LT DWI.
1996 172, 000
1997 172, 000
1997 172, 000
1999 75, 000
1999 75, 000
1998 47, 000
1998 47,000
1998 46, 000
1998 46, 000
1999 48, 000
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CONSTRUCTI ON  FLAG

Doubl e- hul | BA
Doubl e- hul | BA
Doubl e- hul | PAN
Doubl e- hul | BA
Doubl e- hul | SG

CONSTRUCTI ON  FLAG

Si ngl e- hul | PHI
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Spot mar ket
Time charter
Spot nar ket
Spot mar ket
Spot mar ket
Spot nar ket
Spot mar ket
Spot mar ket
Spot nar ket
Spot mar ket
Spot mar ket
Spot nar ket
Spot mar ket
Spot mar ket
Spot nar ket
Spot mar ket
Spot mar ket
Spot nar ket
Spot mar ket
Spot mar ket
Spot nar ket

TYPE OF
EMPLOYMENT

Tanker s Pool
Tanker s Pool
Time Charter

Spot mar ket
Spot nar ket

TYPE OF
EMPLOYMENT

Ti me Charter
Ti me Charter
Ti Charter
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Key to Fl ags:

BA -- Bahamas, BDA -- Bernuda, HK -- Hong Kong, IoM-- Isle of
Man, LIB - Liberia, NOR - Norway, NIS - Norwegian Internationa
Ship Register, PAN -- Panama, PH -- Philippines, SG - Singapore

(1) Vessels obtained through the acquisition of Golden Qcean
(2) Purchase options obtained through the acquisition of Gol den
Ccean
(3) Purchase obligations obtained through the acquisition of
CGol den Ccean

O her than its interests in the vessels descri bed above, the
Conmpany owns no naterial physical properties. The Conpany | eases
of fice space in Ham |lton, Bernmuda froman unaffiliated third
party. Frontline Managenent | eases office space, at market rates,
in Gslo, Norway from Sea Shipping AS, a conpany indirectly
affiliated with Henen Holding Ltd ("Henen"), the Conpany’s
princi pal sharehol der. One of the Conpany’s subsidiaries | eases
of fice space in London, England froman unaffiliated third party.

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

The foll ow ng discussion should be read in conjunction with Item
3 "Sel ected Financial Data" and the Conpany’s audited
Consol i dated Financial Statenents and Notes thereto included
her ei n.

The Conpany’s principal focus and expertise are to serve major
integrated oil conpani es and other custoners that require
transportation of crude oil and oil products cargoes. The
Conmpany’ s tanker fleet, consists of 29 owned, part-owned or
controlled VLCCs and 29 owned, part-owned or controlled Suezmax
tankers, of which 8 are Sueznax OBGs. |In addition, the Conpany
has a fleet of 8 wholly owned dry bulk carriers consisting of 3
Capesi ze, 2 Pananax and 3 Handynmax size carriers and has a fifty
per cent interest in a further two Handynax size bul k carriers.
The Conpany al so has ei ght newbuil ding contracts (including those
hel d by Mosvol d) and has purchase options or obligations to
acquire a further three VLCCs and two Suezmax tankers. The
Conmpany charters in three nodern VLCCs and two nodern Sueznmax

t ankers.

In 2000, the Conpany took delivery of three Sueznmax newbui |l di ngs
and two secondhand Suezmax tankers. In addition, the Conpany
acquired three second-hand VLCCs and acquired a forty per cent
interest in a second-hand VLCC. Through the acquisition of Golden
Ccean, which was conpleted in Cctober 2000, the Conpany acquired
its current dry bulk fleet consisting of ten dry bulk carriers,
two of which are 50 per cent owned and seven wholly or partially
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owned VLCCs and five options or obligations to acquire VLCCs. Two
of the VLCCs covered by the options have since been delivered to
t he Conpany.

Through the acquisition of 1CB in 1999 (See Item4. "Infornmation
on the Conpany") the Conpany acquired two VLCCs and six Sueznax
tankers and chartered-in one Suezmax tanker. In the two year
period prior to Septenber 1999, Frontline was unable to control,
or exercise significant influence over, 1CB. Accordingly, the
Conpany previously accounted for its investnment in ICB as an
avai | abl e-for-sale security in accordance with SFAS 115. As a
result of Frontline acquiring control over |1CB, the Conpany’s
financi al statenents have been restated. For the years ended
Decenber 31, 1997 and 1998, the investnent in ICB is accounted
for in accordance with the equity nethod. For the year ended
Decenber 31, 1999, |1CB has been consolidated with effect from
January 1, 1999.

The Conpany’s vessel s are operated under either tinme charters,

bar eboat charters, voyage charters or COAs. Atine charter is a
contract for the use of a vessel for a specific period of tine. A
voyage charter is a contract for the use of a vessel for a

speci fic voyage. Under a tine charter, the charterer pays
substantially all of the vessel voyage costs. Under a bareboat
charter the charterer pays substantially all of the vessel voyage
and operating costs. Under a voyage charter, the vessel owner
pays such costs. Vessel voyage costs are primarily fuel and port
charges. Accordingly, for equivalent profitability, charter

i ncone under a voyage charter would be greater than that under a
time charter to take account of the owner’s paynment of the vesse
voyage costs. However, net operating revenues would be equal. In
order to conpare vessels trading under different types of
charters, it is standard industry practice to nmeasure the revenue
performance of a vessel in ternms of average daily time charter
equi val ent earnings ("TCEs"). For voyage charters, this is
cal cul ated by dividing net operating revenues by the nunber of
days on charter. Days spent offhire are excluded fromthis

cal cul ation

I n Decenber 1999, the Conpany, together with A P. Mller, Euronav
Luxenbourg SA, Osprey Maritinme Ltd., Overseas Shiphol di ng G oup,
Inc and Reederei "Nord" Klaus E. O dendorff forned Tankers
International LLC ("Tankers") to pool the conmmercial operation of
the participating conpani es’ nodern VLCC fleets (the "Tankers
Pool "). Tankers began operations on February 1, 2000, with an
initial fleet of 39 nodern VLCCs (of which the Conpany
contributed twel ve vessels). Tankers’ fleet currently constitutes
12 per cent of the world VLCC fleet. By 2002, as the participants
take delivery of newbuil dings and vessels are redelivered from
time charters, Tankers’ fleet is expected to reach 70 vessels.
Tankers mainly enpl oys ships in the spot nmarket, although it also
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fromtime to tine enters into COAs and time charters. Revenues to
each shi powner who participates in Tankers are cal cul ated on the
basis of the pool’s total earnings and the tonnage conmmtted into
Tankers by the shi powner.

By consolidating the comrercial operation of its substantial VLCC
fleet into a unified transportation system Tankers offers its
custoners "one stop shopping” for high quality nodern VLCC
tonnage. The size of the fleet enables Tankers to becone the

| ogi stics partner of major customers, providing new and inproved
tool s to manage shi pping progranms, inventories and risk. The
Conpany bel i eves that Tankers will enhance the financia
performance of pool vessels through higher utilisation and ot her
operating efficiencies. Tankers al so seeks to reduce vesse
operating costs by facilitating joint purchasing of goods and
servi ces by pool participants.

In 1998, in order to increase the Conpany’s market share in the
Suezmax trades and increase trading flexibility, the Conmpany and
OM Corporation, a major international shipping conmpany, conbi ned
Suezmax tanker fleets for commercial purposes and created
Al'liance Chartering LLC ("Alliance"). Alliance currently markets
42 Suezmax tankers, of which the majority are enployed in the

Atl antic market, conprising approxi mtely 30 per cent of the
total nodern Sueznaxes trading in the spot nmarket in the Atlantic
basin. Alliance’s control of this large nodern fleet of Suezmaxes
has enabled it to strengthen rel ationships with a nunber of

cust oners.

The shipping industry is highly cyclical, experiencing volatility
in profitability, vessel values and charter rates. In particular,
freight and charterhire rates are strongly influenced by the
supply of vessels and the demand for oil transportation. Freight
rates weakened in the second half of 1998 and further
deteriorated in 1999 as a result of OPEC oil production cuts to
support oil prices, relatively high world oil inventories,
weakness in oil demand due to the continued Southeast Asian
econom c crisis as well as the onset of a recession in Latin
Anerica and the relatively | arge tanker newbuil ding delivery
schedul e. Towards the end of 1999, Sueznmax rates started to

i nprove followed by inproving VLCC rates at the end of the first
quarter of 2000. According to prelimnary data fromindustry
sources, which the Conpany has not verified, global oil denmand 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 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 demand and supply in the tanker market. VLCC rates as a
consequence started to inprove fromthe end of the first quarter

42



<PAGE>

of 2000 and continued to strengthen through the year. Mre
stringent practices anong charterers in selection of tonnage

foll owing the sinking of the 23 year old tanker, "Erika" and
resulting oil spill, off Brittany in Decenber 1999, also
contributed to the reduction of tonnage supply as ol der vessels
were excluded fromcertain trades. Twenty six VLCCs were sold for
denolition in the year 2000, while forty one newbuil di ngs were
delivered. Fifty six newbuilding contracts were signed during the
year, resulting in the orderbook standing at eighty seven
vessels. A total of 17 Suezmaxes were renoved through scrapping
fromthe trading fleet in 2000 and 22 Suezmaxes were delivered
fromshipyards in the period. A total of 17 Suezmaxes were
renoved t hrough scrapping fromthe trading fleet in 2000 and 22
Suezmaxes were delivered from shipyards in the period.

Denolition activity slowed down in the second half of 2000 as a
result of the strong market. New rul es for tankers have been

i nposed by the IMOat its neeting in April 2001. These rules, if
ratified by | MO nenber states, will cause the renoval from
trading in the years 2003-2006 of practically all |arge crude oi
tankers built prior to 1980.

VLCC earni ngs averaged al nost $50, 000 per day for nodern vessels
on West bound voyages fromthe Arabian Gulf. The trend was

i ncreasi ng 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. A simlar trend was seen in the Sueznax
rates.

In early 2001, OPEC 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 in the first and second
quarters of 2001 were, in spite of this decline, still attractive
for tanker owners.

The followi ng table sets out the daily TCEs earned on the spot
mar ket by the Conpany’s tanker fleet over the last five years:

2000 1999 1998 1997 1996
(in $ per day)

VLCC 46,300 20,000 31,800 32,700 27,700
Suezmmax 35,500 16,700 22,400 24,800 26,3800
Suezmax OBO 33,300 16,800 21,800 25,500 23,000

The Conpany’'s fleet of dry bulk carriers are all fixed on nmedi um
to long-term bareboat or time charters. These arrangenents
provi de sufficient cash flows to cover the debt service on this
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fleet. The charters for the dry bulk fleet have expiring dates
rangi ng from January 2002 to January 2014 with an average term of
8.7 years. The charters for the VLCCs or tine charter or

bar eboat chartes have expiry dates rangi ng from Decenber 2001 to
March 2011, with an average termof 4.8 years. Six of the VLCCs
on tinme charter or bareboat charters have profit sharing
arrangenents whereby they have the opportunity to participate in
the ultinmate earnings of the vessels in the spot market.

I NFLATI ON

Al though inflation has had a noderate inpact on operating
expenses, drydocki ng expenses and corporate over heads, nanagemnent
does not consider inflation to be a significant risk to direct
costs in the current and foreseeable econom c environnent. In
addition, in a shipping dowmturn, costs subject to inflation can
usual ly be controll ed because shi ppi ng conpani es typically
nonitor costs to preserve liquidity and encourage suppliers and
service providers to |lower rates and prices. However, in the
event that inflation becones a significant factor in the world
econony, inflationary pressures could result in increased
operating and financi ng costs.

RESULTS OF OPERATI ONS

YEAR ENDED DECEMBER 31, 2000, COVWPARED W TH THE YEAR ENDED
DECEMBER 31, 1999

Total net operating revenues increased by 137 per cent in 2000
conpared with 1999. This is due to a conbination of the strong
increase in TCE rates earned by the Conpany’s tanker fleet in
2000, the increase in the size of this tanker fleet and the
contribution of the dry bulk fleet acquired as part of the Gol den
Qcean acqui sition. The annual average daily TCEs earned by the
VLCCs, Suezmax tankers, and Sueznax OBO carriers trading in the
spot market were $46, 300, $35,500 and $33, 300 respectively,
conpared wi th $20, 000, $16, 700 and $16,800 in 1999.

In 2000, earnings before interest, tax, depreciation and
anortisation, including earnings from associ ated conpani es

i ncreased 485 per cent from 1999 to $481.8 million. In addition
to the tanker market being significantly weaker in 1999, the
prior year results included the Conpany’s share of the | oss on
the sale of four VLCCs in connection with the acquisition of |ICB.

Shi p operating expenses decreased from$92.7 mllion in 1999 to
$88.5 mllion in 2000 despite the continued expansion of the

fl eet as the Conpany successfully maintained its | ow operating
costs during 2000. In addition, the Gol den Ccean vessels acquired
and operating under bareboat charters do not have operating costs
borne by the owner. The average daily operating costs of the
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Conmpany’s VLCCs, Suezmax tankers, and Sueznmax OBO carriers was
$6, 900, $5,500 and $6, 200, respectively conpared w th $6, 800,
$6, 000 and $6, 400 in 1999.

Adm ni strative expenses have decreased 21 per cent in 2000,
principally due to the closure of the office of 1CB in Stockhol m
in early 2000.

Depreciation and anortisation increased 2 per cent from 1999 to
2000. This relatively small increase reflects the fact that while
depreciation increased due to the inclusion of the results of
CGol den Ocean from Cctober 10, 2000 and the other additi onal
vessel s acquired in 2000, this increase was partially offset by
the change in the estimted renai ni ng econom c useful |ives of
the vessels acquired in the ICB acquisition and the sale of four
| CB vessels late in 1999. 1In the fourth quarter of 1999,
managenent determ ned that the useful |life of these vessels was
25 years rather than 20 years, as previously estinmated, and a
reduced depreciation charge has consequently been applied

t hr oughout 2000.

The share in results of associated conpani es increased 318 per
cent in 2000 due to the Conmpany’s acquisition of a 40 per cent
interest in the vessel "Front Tobago" and the five joint ventures
obt ai ned through the Golden Ccean acquisition. In 2000, the
Conpany recorded a foreign exchange gain of $14.6 mllion ari sing
primarily in connection with the Yen financing of certain vessels
In the Gol den Ccean fl eet.

Net interest expense was $89.3 million conpared with $81.2
mllion in 1999, an increase of 10 per cent. The Conpany had
total long-term debt outstanding of $1,544 nmillion at Decenber
31, 2000 conpared with $1,080 mllion at Decenber 31, 1999. In
addition the Conmpany had a total anount of $110 million of

obl i gati ons under capital lease. Al of this |atter anmount and
$314 mllion of the total debt outstanding at the end of 2000
related to the Gol den Ccean fleet and these have only inpacted
the interest expense in the |ast quarter of 2000. At Decenber 31,
1999 the Conpany had outstanding a specific |oan of $54.0 mllion
from Metrogas Hol dings ("Metrogas"), a conpany related to the
Company’s Chairman. This |oan was repaid in full during 2000

t hrough the conversion to shares in the Conpany in an anount
equal to $30 million and the renai nder through cash repaynent.

In 2000, the Conpany benefited fromthe repaynent of high margin
debt related to ICB in late 1999, and the low interest rate on
Yen debt from Golden Ccean. This partly offset the increased
average interest rate on U S. dollar denom nated debt in 2000
conpared to 1999.

YEAR ENDED DECEMBER 31, 1999, COWARED W TH THE YEAR ENDED
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DECEMBER 31, 1998

Total net operating revenues increased by 24 per cent in 1999
conpared with 1998. This increase reflects the increase in the
size of the fleet due to deliveries of newbuil dings during 1998
and 1999 and the consolidation of ICB, offset by |ower rates
obtained in the tanker narket. The average daily TCEs earned by
t he Conpany’ s VLCCs, Suezmex tankers, and Suezmax OBO carriers
decreased from 1998 to 1999 by $11, 800, $5,700 and $5, 000,
respectively. Total days technical off-hire, including

drydocki ngs, were 170 in 1999 conpared to 135 in 1998. 1In 1999,
t he Conpany sold one Suezmax and four VLCCs recording a net |oss
on sales of $37.8 mllion. |In 1998, the Conpany sold two VLCCs
and one woodchip carrier, recording a net | oss on sales of $1.5
mllion.

For 1999, earnings before interest, tax, depreciation and
anortisation, including earnings from associ ated conpani es
declined 40 per cent from 1998 to $82.3 mllion. The result
primarily reflects the loss on sale of four vessels arising from
the acquisition and consolidation of |ICB conbined with the effect
of the decline in the market rates achieved.

Average daily operating costs, including provisions for

drydocki ngs, decreased for all size of vessels as the benefits of
the cost reduction programwere realised. The average daily
operating costs were $6, 800, $6,000 and $6,400 for the VLCCs, the
Suezmaxes and Sueznax OBOs respectively, conpared to $7, 600,

$6, 400 and $6, 700 for 1998. Admi nistrative expenses increased due
to 1 CB being consolidated in 1999.

Depreciation increased 77 per cent from 1998 to 1999, due to the
consolidation of 1CB and the additional vessels delivered in 1998
and 1999. Net other expenses for 1999 were $78.9 mllion conpared
to $40.6 mllion in 1998. The increase is due to the

consol idation of 1CB which | ead to hi gher debt |evels and | ower

i ncone from associ ated conpani es, as well as increased debt

| evel s due to the fl eet expansion. The average rate of interest
of the debt at year end 1999 was 7.2 per cent conpared to 7.0 per
cent in 1998.

RECENTLY | SSUED ACCOUNTI NG STANDARDS AND SECURI TI ES AND EXCHANGE
COMWM SSI ON RULES

St at enent of Financial Accounting Standards No. 133, "Accounting
for Derivatives and Hedging Activities", as anmended by Statenent
of Financial Accounting Standards No. 137, is effective 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 derivatives are recorded each period
in current earnings or other conprehensive inconme, dependi ng on
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whet her a derivative is designated as part of a hedge transaction
and, if it is, the type of hedge transaction. The Conpany adopted
SFAS 133 in the first quarter of fiscal year 2001 and upon
initial adoption recognised the fair value of its derivatives as

assets of $0.4 mllion and liabilities of $0.6 mllion. A gain of
$0.3 million was recognised in incone and a charge of $0.5
mllion made to ot her conprehensive incone.

In Decenber 1999, the SEC i ssued Staff Accounting Bulletin No.
101 "Revenue Recognition in Financial Statenments" ("SAB 101").
SAB 101, as anended, sunmarises certain of the SECs views in
appl yi ng generally accepted accounting principles to revenue
recognition in the financial statenents. The Conpany adopted SAB
101 in the fourth quarter of fiscal 2000. The adoption of SAB 101
has not had a material effect on the Conpany’s operations or

fi nanci al position.

LI QUI DI TY AND CAPI TAL RESOURCES

The Conpany operates in a capital intensive industry and has
historically financed its purchase of tankers and other capital
expendi tures through a conbi nati on of cash generated from
operations, equity capital and borrow ngs from comercial banks.
The liquidity requirenents of the Conpany relate to servicing its
debt, funding the equity portion of investnments in vessels,
fundi ng worki ng capital and naintaining cash reserves agai nst
fluctuations in operating cash flows.

Revenues fromtine charters and bareboat charters are received
nonthly in advance while revenues from voyage charters are

recei ved upon conpl etion of the voyage. The Conpany receives
distributions fromthe Tankers International Pool on a weekly
basis. Accounts receivable are generally collected on a tinely
basis. Inventory requirenents, consisting primarily of fuel,

| ubricating oil and spare parts, are higher for voyage charters,
due to the majority of these itens being paid for by the
charterer under a tine charter. The expansion of the fleet in the
fiscal years 1998 through 2000 has resulted in increased working
capital requirenents.

The Conpany’s funding and treasury activities are conducted
within corporate policies to maxim se investnment returns while
mai nt ai ni ng appropriate liquidity for the Conpany’s requirenents.
Cash and cash equivalents are held primarily in U S. dollars with
sorme bal ances held in Japanese Yen, British Pound and Norwegi an
Kr oner .

As of Decenber 31, 2000 and 1999, the Conmpany has cash and cash
equi val ents of $103.5 nmillion and $65.5 mllion, respectively.
The Conpany generated cash from operations of $271.6 mllion in
2000, conpared with $46.5 mllion in 1999. Net cash used in
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I
cash generated of $175.5 mllion in 1999. In 2000, investing
activities consisted primarily of paynments for vesse
acquisitions, totalling $436.0 mllion, the investnent in Gol den
OCcean and the investnent of $38.6 mllion in debt of conpanies
connected with Gol den Qcean. In the Conpany’s opinion, worKking
capital is sufficient for the Conpany’s present requirenents.

investing activities was $497.0 million in 2000 conpared to net
lion i
I

As of Decenber 31, 1999 and 1998, the Conmpany has cash and cash
equi val ents of $65.5 million and $74.0 mllion, respectively. The
Conmpany generated cash from operations of $46.5 mllion in 1999,
conpared with $69.6 mllion in 1998. Net cash frominvesting
activities was $175.5 million in 1999 conpared to $283.3 nillio
used in 1998. In 1999, investing activities consisted prinmarily
of paynents for vessel acquisitions, totalling $200.7 mlli on,
proceeds fromsale of four VLCCs and one Suezmax of $239.0
mllion and net proceeds from acquisition of 1CB of $126.0
mllion. In 1998, investing activities consisted primarily of
paynments for vessel acquisitions, totalling $352 mllion. The
sal e of the two VLCCs generated cash of approxinmately $165.0
mllion in 1998. A further $10.4 million was invested in ICB in
1998.

n

The Conmpany generated cash of $263.4 million from financing
activities in 2000 and used net cash in financing activities
totalling $230.6 mllion in 1999. In 2000 proceeds fromlong-term
debt were $384.7 mllion (1999 - $505.9 mllion). Repaynents of
debt were $209.7 million in 2000 of which $24 mllion related to
repaynent of the anount outstanding on the Metrogas Loan and the
bal ance related to traditional bank financing of vessels. The
Conpany generated $104.6 mllion in 2000 through private

pl acenents of its equity and through the exercise of warrants.

The Conpany generated net cash fromfinancing activities of $61.5

mllion in 1998. In 1998, proceeds from | ong-term debt were
$327.8 mllion of which $230.2 mllion related to traditiona
bank type financing of vessels and $97.6 mllion was in the form

of loans from Metrogas and an affiliated conpany. Repaynents were
$679.2 mllion and $265.2 mllion in 1999 and 1998 respectively.
In 1999, Frontline generated cash of $54.7 mllion fromissuance
of equity, and used $98.1 million on purchase of a mnority
interest in |ICB.

The Conpany had total |ong-term debt outstanding of $1,544
mllion at Decenber 31, 2000 conpared with $1,079.7 mllion at
Decenber 31, 1999. At Decenber 31, 2000 $93.25 million of this
debt was at a fixed rate of 8 per cent (1999 - $168.51 mllion).
The Conpany is exposed to various market risks, including
interest rates and foreign currency fluctuations. The Conpany
uses interest rate swaps to nmanage interest rate risk. As at
Decenber 31, 2000 the Conpany’s interest rate swap arrangenents
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effectively fix the Conpany’s interest rate exposure on $373.5
mllion of floating rate debt. The interest rate swap agreenents
expi re between May 2001 and August 2008. The Conpany has not
entered into any financial instrunents for speculative or trading
purposes. See Item 11, "Quantitative and Qualitative Disclosures
about Market Risk".

In Decenber 1997, the three Sueznmaxes owned originally by LOF
were refinanced. The last and najor part of this | oan was drawn
down at the tine of the Amal gamation in May, 1998. At the sane
time, Frontline repaid the related $75 mllion share acquisition
|l oan. At this tinme Frontline had a 10 vessel newbuil di ng
programme. The first two Suezmax newbuil di ngs delivered in 1998
were financed by a facility established in Decenber 1997; the
third Suezmax and the first VLCC new buil ding were financed by
facilities signed in May and July 1998. The af orenenti oned VLCC
was subsequently sold to a Gernan KG al ong with the second
delivered VLCC, and |eased back. By converting the financing of
these two VLCCs fromtraditional bank financing to sale and | ease
back, Frontline was able to free a substantial anount of cash and
thereby inprove its liquidity position.

I n Decenber 1998 and March and July 1999, the three remaining
VLCC newbui l dings at the time were financed through traditiona
bank fi nanci ng.

Met rogas Hol di ngs ("Metrogas"), a conpany related to the
Company’ s Chai rman, had out standi ng as of Decenber 31, 1998 a
specific loan of $89.0 mllion provided to the Conmpany. This |oan
was since converted to a separate long-termfinancing facility as
descri bed bel ow.

As of Decenber 31, 1998, the Conpany did not conply with the
equity ratio covenants in a nunber of the | oan agreenents. During
1999, managenent initiated discussions with the Conmpany’s | ending
banks with the purpose of |owering the breached covenant

requi renents in such | oan agreenents at |east until January 1
2001. The requested changes were nade with the intention of
maki ng the Conpany’s financing arrangenents nore flexible in the
event of a prol onged negative market scenario, including falling
second- hand prices. Included in the request for changes was a
proposal to subordinate the $89.0 million |oan given by Mtrogas
(the "Metrogas Loan") to |oans given by the Conpany’s | ending
banks. In addition, the proposal included reclassifying the
Subor di nat ed Loan as equity for the purposes of calculating the
Conpany’s equity rati o.

As of July 13, 1999, the discussions with Metrogas and the
Conmpany’ s | endi ng banks were finalised and the Conpany and
Met rogas signed a Subordi nated Convertible Loan Facility

Agreement. Accordingly, the Conpany received acceptance of
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reduced covenant levels fromall but one of the Conpany’s 19

| endi ng banks. This one bank, however, was subject to the
authority of the majority |lenders, who agreed to accept | ower
covenant levels until January 1, 2001. The aforenenti oned bank
was since repl aced.

On June 16, 1999, the Conpany’s |argest bank syndicate, |ed by
Skandi navi ska Enskil da Banken ("SEB"), agreed to change the | oan
profile on the facility provided to the Conpany. Quarterly
Instalnments at the tinme were reduced to $8.4 mllion from $10.5
mllion with a resultant increase in the final instal nent due on
Novenber 28, 2003 from $136.5 million to $174.3 mllion. This
reduction in quarterly instalnents will boost the Conpany’s
liquidity by $37.8 million during the remaining period of the

| oan, equivalent to $8.4 million per annum

On June 29, 1999, the Conpany signed a | oan agreenent for
refinancing the vessel "Lillo". The | oan was drawn down on June
30, 1999, and partly used to repay the portion relating to Lillo
under the SEB facility discussed above. The net effect of the
refinancing was to i nprove the Conpany’s liquidity by $9.2
mllion.

In Septenber 1999 a bridge loan facility to acquire the remaining
mnority shares in ICB was put in place. This | oan was repaid in
Decenber 1999, at the same time Frontline refinanced six of the
vessel s acquired through the I CB transacti on.

I n Decenber 1999, the Conpany sold one Suezmax to a German KG and
| eased back. Frontline was able to free a substantial anmount of
cash and thereby inprove its liquidity position.

In February 2000, financing was secured on the |last two Suezmax
newbui | dings. At the sane tinme financi ng was secured through

anot her bank for a Suezmax newbuil di ng acquired fromthe Msvold
Farsund Group. In March 2000 financing was secured for a joint
venture in which Frontline controls 40%to acquire a second-hand
VLCC. In May 2000 the Conpany secured financing for the two VLCCs
acquired fromWI h. WIhelnsen. At the sane tine a separate
financi ng was secured for the financing of a newbuil ding taken
over fromthe Gol den Ccean G oup.

In Cctober 2000, financing was secured for the financing of two
Suezmax vessel s acquired from Euronav and one VLCC acquired from
a conmpany related to Henen. During a period from February 2000 up
to Cctober the sane year Frontline acquired bonds and ot her
clains in Golden Ccean for a total of $ 63 million, of which
$19.5 mllion was financed by issuing Frontline shares and the
rest through cash generated from operations.
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In February 2001, financing was secured for the joint ventures
that acquired two VLCCs from Gsprey. In May 2000 the Conpany

i ssued $36 million in comercial paper which was used to retire
$50.8 mllion in yard debt. At the sanme tinme refinancing of the
three VLCCs controlled by Gol den Ccean was secured in two

fi nanci ngs and the vessels were or are in the process of being
transferred to Frontline.

Also in May Frontline succeeded in acquiring Msvold at a cost of

$53 mllion. At the sane tinme the Board announced a divided of $1
per share for a total of $77 mllion. These transactions were or
will be financed from cash generated from operations.

As of Decenber 31, 2000 and 1999, the Conpany conplied with the
debt covenants of its various debt agreenents.

During 1999, 2000 and to date in 2001, the Conpany has issued
equity in a nunber of transactions. The proceeds fromthese
equity issues have been used for specific vessel acquisitions and
general corporate working capital requirenents. The Conpany

i ssued 4, 715,000 ordi nary shares at NOK 33.00 per share to raise
approximately $20 mllion in equity through a private pl acenent
in Septenmber 1999. At the sane tinme $35 mllion of the Metrogas
Loan was converted to equity in exchange for 8,230,000 shares in
t he Conpany issued at NOK 33.00 per share. In Cctober 1999, the
Company issued 1,910,000 ordinary shares at NOK 37.00 per share
to part finance the acquisition of a Sueznax newbui |l di ng contract
from Mosvol d Far sund.

In February 2000, the Conpany issued 3,500,000 ordinary shares in
a private placenment at NOK 57.50 per share to raise approxi mately
$24 mllion in equity. At the sane tine another $30 mllion of
the Metrogas Loan was converted to equity through the issuance of
4, 350, 000 ordinary shares at NOK 57.50 per share, |eaving $24
mllion plus interest outstandi ng. The outstandi ng bal ance on the
Met rogas Loan was repaid in full in August 2000.

In March 2000, the Conpany issued 2,957,500 ordinary shares at
NOK 90. 00 per share to part finance the acquisition of two VLCCs
fromWIh. WIhelnsen ASA. I n May 2000, the Conpany issued
3,000, 000 ordi nary shares at $10.15 per share in a private

pl acenent to raise approximately $30 million in equity. The
proceeds of the issue were used to part finance the acquisition
of a newbuilding VLCC, "Front Tina". In June, 2000, the Conpany
rai sed approximately $46.8 mllion through the issuance of

4,000, 000 ordinary shares at a price of NOK 104.5 per share in a
private placenent to a group of international institutiona

I nvest ors.

From Novenber 2000 to date the Conpany has bought back 3, 307,145
shares in the Conpany at an average price of $13.40 per share.
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During the sane period, a total of 4,247,660 warrants issued in
May 1998 were exercised and converted into 424,766 shares at
$15.91 per share. At the sane tinme, the Conpany bought back and
cancel l ed 21,752,340 warrants for a total consideration of NOK
100.3 mllion.

| TEM 6. DI RECTORS, SEN OR MANAGEMENT AND EMPLOYEES
A. DI RECTORS AND SENI OR MANAGEMENT

I nformati on concerning each director and executive officer of the
Conpany is set forth bel ow

NANME AGE PCSI TI ON

John Fredriksen 57 Chai rman, Chi ef Executive
O ficer, President and
Director

Tor Aav Troim 38 Vi ce- Presi dent and
Director

A. Shaun Morris 41 Director

Janes Bodi 34 Director

Kat e Bl ankenship 36 Chi ef Accounting Oficer
and Conpany Secretary

A a Lorent zon 51 Managi ng Director of
Frontli ne Managenent

Tom E. Jebsen 43 Chi ef Financial Oficer of

Frontli ne Managenent

Certai n biographical information about each of the directors and
executive officers of the Conpany is set forth bel ow

John Fredri ksen has been the Chairman of the Board, Chi ef
Executive Oficer, President and a director of the Conpany since
Novenber 3, 1997. He was previously the Chairman and Chi ef
Executive Oficer of Ad Frontline. M. Fredriksen has served for
over six years as a director of Sea Tankers Managenent Co. Ltd.
("Sea Tankers"), a ship operating conpany and an affiliate of the
Conmpany’ s princi pal shareholder. M. Fredriksen indirectly
control s Henen.

Tor A av Troi mhas been Vice-President and a director of the
Conpany since Novenber 3, 1997. He previously served as Deputy
Chai rman of Frontline fromJuly 4, 1997, and was a director of
AOd Frontline fromJuly 1, 1996. Until April, 2000 M. Troi mwas
the Chief Executive Oficer of Frontline Managenent, which
conmpany supports the Conpany in the inplenmentation of decisions
made by the Board of Directors. M. Troimal so serves as a
consultant to Sea Tankers and since May 2000, has been a director
and Vi ce-Chai rman of Knightsbridge. He is a director of Aktiv

| nkasso ASA, Northern G| ASA and Northern Offshore Ltd., all
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Norwegi an publicly listed conmpanies. Prior to his service with
Frontline, fromJanuary 1992, M. Troi mserved as Managi ng
Director and a menber of the Board of Directors of DNO AS, a
Nor wegi an oil conpany.

A. Shaun Morris has been a non-executive director of the Conpany

since Novenber 3, 1997. M. Mrris has been a Partner at Appl eby,
Spurling & Kenpe since April 1995, after joining the firmin 1988
as an associ ate, where he specialises in corporate/conmercia

| aw.

Janmes Bodi has been a non-executive director of the Conpany since
July 28, 2000. He has been an attorney at Appleby Spurling &
Kenpe since Novenber 1999. From 1997 to 1999, he practised | aw
at MM I lan Binch, and for three years prior to that he was a
solicitor with Thorsteinssons, both Canadian | aw firns.

Kat e Bl ankenship is Chief Accounting Oficer and Secretary of the
Conmpany. Ms. Bl ankenship joined the Conpany in 1994. Prior to

j oi ning the Conpany, she was a Manager with KPMG Peat Marwi ck in
Bermuda. She is a nenber of the Institute of Chartered
Accountants in England and Wl es.

O a Lorentzon has been Managi ng Director of Frontline Managenent
since April 2000. M. Lorentzon has al so been a director of

Kni ght sbri dge since Septenber 18, 1996. He was Vice Chairnman of
Kni ght sbri dge from Septenber 18, 1996 until May 2000 when he took
over as Chairman. M. Lorentzon has been a director and President
of 1CB since 1987. Until 2000, M. Lorentzon was a director of
The Swedi sh Protection and Indemity C ub (SAAF), Swedi sh Ships
Mort gage Bank and The Swedi sh Shi powners’ Association, Deputy
Chai rman of the Liberian Shipowners Council and a nenber of the

I nternational Association of Tanker Omers (Intertanko) Council

Tom E. Jebsen has served as Chief Financial Oficer of Frontline
Managenent since June 1997. From Decenber 1995 until June 1997,
M. Jebsen served as Chief Financial Oficer of Tschudi & Eitzen
Shi ppi ng 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 Norwegi an expl osives
producer. M. Jebsen is also a director of Asuranceforeni ngen
Skul d, Unitas, a nmutual hull and machi nery club and Hugin AS, an
i nt ernet conpany.

B. COVPENSATI ON
During the year ended Decenber 31, 2000, the Conpany paid to its
directors and executive officers (seven persons) aggregate cash

conpensation of $618,514 and an aggregate anount of $53,596 for
pensi on and retirenent benefits.
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No conpensation was paid to the Directors and officers of the
Conmpany in the formof stock options during the financial year
ended Decemnber 31, 2000.

C. BOARD PRACTI CES

In accordance with the Bye-laws of the Conpany the nunber of
Directors shall be such nunber not |ess than two as the Conpany
by Ordinary Resolution may fromtinme to tine determ ne and each
Director shall hold office until the next annual general neeting
following his election or until his successor is elected. The
Conpany has four Directors.

The O ficers of the Conpany are el ected by the Board of Directors
as soon as possible follow ng each Annual General Meeting and
shall hold office for such period and on such terns as the Board
may det erm ne

There are no service contracts between the Conpany and any of our
Directors providing for benefits upon termnation of their
enpl oynment or service.

D. EMPLOYEES

As at Decenber 31, 2000, the Conpany and its subsidiaries

enpl oyed 26 people in their respective offices in Bernuda, London
and Gslo. The Conpany contracts with the independent ship
managers to manage and operate its vessels.

E. SHARE OWNERSHI P

The beneficial interests of our Directors and officers in the
Ordi nary Shares of the Conpany as of May 31, 2001, were as
foll ows:

PERCENTAGE OF
ORDI NARY SHARES OF ORDI NARY SHARES

DI RECTOR OR OFFI CER $2. 50 EACH OUTSTANDI NG
John Fredriksen* 34,579, 054 44, 90%
Tor Aav Troim 74, 895 * *
Janes Bodi - - - -
A. Shaun Morris - - - -
Kat e Bl ankenship 2,000 **
d a Lorentzon - - - -
Tom E. Jebsen 1, 557 * *

*] ncl udes Ordinary Shares held by Hemen Hol ding Ltd. and ot her
conpanies indirectly controlled by M. John Fredriksen.
** Less than one per cent
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Details of share options held by the Conpany’s Directors and
officers at May 31, 2001 are set out in the follow ng table:

NUMBER OF ORDI NARY EXERCI SE PRI CE PER
DI RECTOR OR OFFI CER SHARES SUBJECT TO OPTI ON ORDI NARY SHARE EXPI RATI ON DATE

John Fredriksen -- - - -
Tor Aav Troim

Janes Bodi -- -- .-
A. Shaun Morris -- - - -

Kat e Bl ankenship 2, 000 $ 13.82 Novenber 8, 2004
1, 000 $ 13.48 Cct ober 31, 2005

1, 000 $ 11.73 February 5, 2007

13, 000 NCK 44. 50 January 1, 2003

9, 000 NOK 120 January 22, 2006

Ad a Lorentzon 50, 000 NOK 59 January 1, 2003
18, 000 NOK 120 January 22, 2006

Tom E. Jebsen 20, 000 NOK 44. 50 January 1, 2003
7, 500 NOK 120 January 22, 2006

At May 31, 2001 the Norwegi an Kroner:US Dol |l ar exchange rate was
NCK 9.235: % 1.00

The options held by the directors and officers have all been
granted under the Bernuda Pl an di scussed bel ow.

As of May 31, 2001, 396,500 of the authorised and uni ssued
O di nary Shares were reserved for issue pursuant to subscription
under options granted under the Conpany’ s share option plans.

The Conpany mai ntai ns a Bernuda Enpl oyee Share Option Plan (the
"Bermuda Pl an") and a United Kingdom Enpl oyee Share Option Pl an
(the "U. K. Plan"). Under the terns of the plans, the exercise
price for the options may not be |ess than the average of the
fair market value of the underlying shares for the three dealing
days before the date of grant. The nunber of shares granted under
the plans may not exceed 7 per cent of the issued share capital
of the Conpany. No consideration is payable for the grant of an
opti on.

Under the Bernuda Pl an, options may be granted to any director or
enpl oyee of the Conpany or any subsidiary. Options are only
exerci sabl e during a maxi num period of nine years follow ng the
first anniversary date of the grant or upon the term nation of
the option holder fromenploynent with the Conpany.

Under the U K Plan, options may be granted to any full-tine
director or enployee of the Conpany or any subsidiary. Options
are only exercisable during the period of seven years foll ow ng
the third anniversary date of the grant or upon the term nation
of the option holder fromenploynent with the Conpany.
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I TEM 7.  MAJOR SHAREHOLDERS AND RELATED PARTY TRANSACTI ONS
A. MAJOR SHAREHOLDERS

The Conpany is indirectly controlled by another corporation (see
bel ow). The followi ng table presents certain information
regardi ng the current ownership of the Ordinary 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 My
31, 2001.

ORDI NARY SHARES

OMNER AMOUNT PER CENT
Henen Hol ding Ltd. and associ at ed

conpani es (1) 34,579, 054 44. 90%
Neuber ger Bernman LLC 8, 223, 307 10. 68%

All Directors and Oficers as a group
(seven persons) (2) 34, 657, 506 45. 00%

(1) Hermen Holding Ltd. is a Cyprus holding conpany indirectly
controlled by M. John Fredriksen, Chairnman and Chi ef
Executive Oficer of the Conpany.

(2) I'ncludes Ordinary Shares held by Henmen Hol ding Ltd. and
associ ated conpanies indirectly controlled by M. John
Fredri ksen.

At June 13, 2000 and June 30, 1999 Henen Hol ding Ltd. ("Henmen")
hel d 46. 25% and 53. 02% and of the Conpany’s Ordi nary Shares,
respectively.

The Conpany’s nmj or sharehol ders have the same voting rights as
ot her sharehol ders of the Conpany.

As at May 31, 2001, 19,876,270 of the Conmpany’s Ordinary Shares,
of which 5,430,262 are held in the formof ADRs, are held by 62
hol ders of record in the United States.

No corporation of foreign government owns nore than 50% of the
Conmpany’ s out st andi ng Ordi nary Shares.

The Conpany is not aware of any arrangenents, the operation of

whi ch nmay at a subsequent date result in a change in control of
t he Conpany.
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B. RELATED PARTY TRANSACTI ONS

During 1996, 1997 and January 1998, Frontline received options to
assume newbui |l di ng contracts for the construction and purchase of
five Suezmax tankers at the Hyundai Heavy Industries Co. Ltd.
shipyard in South Korea for delivery in 1998 and 2000 from

si ngl e-shi p owni ng conpani es (the "Suezmax Newbui | di ng

Conpani es") affiliated with Hemen. Hemen is the Conpany’s | argest
sharehol der and is indirectly controlled by M. John Fredriksen,
Chai rman and Chi ef Executive Oficer of the Conpany. The first
three of the Sueznax tankers were delivered during 1998. The
remai ni ng two vessels were delivered in February and April, 2000.

During 1997, Frontline received options to assune from ot her
Henen affiliated parties, five newbuilding contracts for the
construction and purchase of five VLCC tankers. These options
were exercised in March 1998. The first two VLCC newbui |l di ngs
were delivered in 1998, the third in January 1999 and the
remai ning two were delivered in md 1999.

In June 1998, the Conpany obtained the Metrogas Loan of $87.5

mllion to finance the acquisition of the five VLCC newbuil di ng
contracts descri bed above. At Decenber 31, 1998, an anount of
$89 mllion was outstanding in respect of the Metrogas Loan,

i ncluding interest accrued thereon. In the year ended Decenber
31, 1998, the Metrogas Loan bore interest at the rate of 6.75 per
cent. Interest expense recorded by the Conpany in 1998 in respect
of this |loan was $3, 780, 772. On Septenber 30, 1999, $35 mllion
of the $89 m|lion Metrogas Loan was converted to equity by the

i ssuance of 8,230,000 shares at an issue price of NOK 33.00 per
share. In connection with this conversion, Mtrogas offered $15
mllion of the resulting ordinary shares to existing Frontline
shar ehol ders and warrant hol ders, excluding US persons. In
connection with this secondary offering by Metrogas, Frontline
bore costs of the offering of $15,000. At Decenber 31, 1999, an
amount of $56.7 million was outstanding in respect of the

Met rogas Loan, including interest accrued thereon. On February
25, 2000, $30 mllion of the Metrogas Loan was converted to
equity, resulting in the issuance of 4,350,000 ordinary shares at
an issue price of NOK 57.50 per share. In connection with this
conversion, Metrogas offered 2,000,000 of the resulting ordinary
shares to existing Frontline sharehol ders and warrant hol ders,
excl udi ng US persons. |In August 2000, the outstanding principa
amount of $24.0 million on the Metrogas Loan was repaid in full,
together with $4.3 mllion accrued thereon. In the years ended
Decenber 31, 2000 and 1999, the Metrogas Loan bore interest at
the rate of 8.0 per cent and the Conpany incurred interest costs
of $1.6 mllion and $5.4 mllion, respectively, of which $2.7
mllion was expensed in 1999.
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In addition to the | ending arrangenment descri bed above, Henen
affiliated parties have, during the period 1998 to 2000, provided
addi tional short termfinancing to the Conpany. Such financing
bore interest at a rate of between 6.75 and 8.8 per cent per
annum in 2000 and 6.75 per cent in both 1999 and 1998. Interest
expense recorded by the Conmpany in 2000 in respect of such
financi ng was $1, 095,380 (1999 - $428, 291, 1998 - $550, 803).

I n Sept enber 2000, Frontline acquired a 1993-built VLCC, the
"Front Ace" froma conpany affiliated with Henen. This vessel was
acquired for a price of $53 mllion which was based on three

i ndependent valuations less a $1 mllion discount conpared to
appr ai sed market val ue.

On Decenber 5, 2000, a subsidiary of Frontline nade a short-term
| oan of $20 million to Wirld Shipholding Ltd., a conpany
affiliated with Henen. This loan was repaid in full on February
6, 2001 together with fees and interest of $349,680, of which
$115, 000 was recorded by the Conpany in 2000 and $234,680 will be
recorded in 2001.

On Decenber 28, 2000, the Conmpany and Overseas Shi phol di ng Group
Inc. ("OSG') entered into an agreement with Gsprey Maritine Ltd.
("Csprey") to acquire the two VLCCs Gol ar Edi nburgh and Gol ar
Dundee. The agreenent was signed on behalf of a joint venture
conpany to be owned 50.1 per cent by the Conpany and 49.9 per
cent by OSG The purchase price for the vessels, which were
delivered in the first quarter of 2001 was $53 nmillion each. At
Decenber 31, 2000, World Shipholding Ltd. held nore than 50 per
cent of the shares in Gsprey. In February, 2001, Wrld

Shi phol ding Ltd. took control of Gsprey.

C. I NTERESTS OF EXPERTS AND COUNSEL

Not Appl i cable

| TEM 8.  FI NANCI AL | NFORMATI ON

A. CONSCL|I DATED STATEMENTS AND OTHER FI NANCI AL | NFORVATI ON

See Item 18.

LEGAL PROCEEDI NGS

The Conpany is a party, as plaintiff or defendant, to severa

|l awsuits in various jurisdictions for denurrage, damages, off-

hire and other clains and commercial disputes arising fromthe
operation of its vessels, in the ordinary course of business or

in connection with its acquisition activities. The Conpany’s
managenent believes that the resolution of such clains will not
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have a material adverse effect on the Conpany’ s operations or
financial condition.

DI VI DEND PCLI CY

The Conpany has not paid regular quarterly or annual dividends
since 1997 and its has been the Conpany’s policy since that tine
to pay dividends only when considered appropriate by the
Conmpany’s Board of Directors. On May 8, 2001, the Conpany
announced a di vidend of $1.00 per share, payable to hol ders of
record as of May 21, 2001. The tim ng and anmount of dividends, if
any, will depend upon the Conpany’s results of operations,
financial condition, cash requirenents, restrictions in financing
arrangenents and ot her rel evant factors.

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 Conpany’s Ordinary Shares are traded on the Gsl o Stock
Exchange ("OSE") under the Synbol "FRO' and on the London Stock
Exchange ("LSE") under the synbol "FRO' ("LOFS' prior to May 13,
1998). Prior to the transfer of Frontline to Bernuda and
subsequent listing of its ordinary shares on the OSE, Frontline
AB' s shares were |isted on the Stockhol m Stock Exchange ("SSE").

The Conpany’s ADSs, each of which represents one Ordinary Share,
are traded on the Nasdaq National Market under the synbol "FRONY"
("LOFSY" prior to May 12, 1998). The ADSs are evi denced by
Anerican Depositary Receipts ("ADRs"). The ADRs are issued by The
Bank of New York as Depositary. The Conpany has announced its
intention to list the Ordinary Shares on the New York Stock
Exchange and has given notice of term nation of the ADR program
to the Bank of New York as Depositary.

The Nasdag National Market is the Conpany’s "primary listing". As
an overseas conpany with a secondary listing on the LSE, the
Conpany is not required to conply with certain listing rules
applicable to conpanies with a primary listing on the LSE. The
listing on the OSE is also a secondary |isting.

The following table sets forth, for the five nbost recent fisca
years, the high and low prices for the Ordinary Shares on the OSE
and the SSE, the high and | ow prices for the ADSs as reported by
t he Nasdag Nati onal Market and the high and | ow prices for the
Ordi nary Shares on the LSE.
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<TABLE>
<CAPTI ON>
SSE

H GH LOW
FI SCAL YEAR ENDED
DECEMBER 31
<s> <c> <c>
2000 - -
1999 - -
1998 - -
1997 SEK89  SEK70
1996 SEK69  SEK51
</ TABLE>

The followi ng table sets forth,

for the two nost

the Ordinary Shares on the CSE,

OSE
HI GH LOW

<c> <c>
NOK164. 00 NOK37. 00
NOK45. 00  NOK16. 00
NOK92. 00  NOK8. 00
NOK121.00 NOK86. 00

for

recent fiscal years,

NASDAQ LSE
H GH Low H GH Low
<c> <c> <c> <c>
$18.250 $3.938 12.25 GBP 1.925 GBP
$4.250 $3.000 3.05 GBP 1.725 GBP
$14.500 $3.125 9.20 GBP 3.00 GBP

$16. 000 $11.750 9.70
$14. 750 $11.813 10.60

each ful

fi nanci al

GBP 6.60 GBP
G&BP 6.70 GBP

quarter

the high and | ow prices for

ADSs as reported by the Nasdag Nati ona
| ow prices for the Ordinary Shares on the LSE

<TABLE>
<CAPTI ON>

H GH
FI SCAL YEAR ENDED
DECEMBER 31, 200
<s> <c>

First quarter NCK82.
Second quarter NOK106.
Third quarter NOK163.
Fourth quarter NOK164.

FI SCAL YEAR ENDED
DECEMBER 31, 1999

First quarter NOK23.
Second quarter NOK29.
Third quarter NOK33.

Fourth quarter NOK45.

</ TABLE>

The follow ng table sets forth,

Ordi nary Shares on the LSE

<TABLE>
<CAPTI ON>

H GH
<S> <Cc>
May 2001 NOK222.
April 2001 NOK192.
Mar ch 2001 NOK162.
February 2001 NOK150.
January 2001 NOK120.

Decenber 2000 NOK130.

</ TABLE>

50
00
00
00

50
30
00
00

OSE

00
00
50
00
00
00

LOW

<c>
NOK37.
NOK64.
NOK98.
NOK103.

NOK16.
NOK16.
NOK26.
NOK32.

Low
<c>
NOK155.
NOK152.
NOK135.
NOK102.
NOK104.
NOK103.

00
00
00
00

50
00
00
30

00
00
00
50
00
00

NASDAQ
HI GH LOW
<C> <Cc>
$9.785  $3.938
$12.50  $5.688
$17.875 $14. 750
$18.250 $11.375
$3. 63 $3. 00
$3. 75 $3. 00
$4. 25 $3. 00
$4. 13 $3. 50

for the nost

NASDAQ
HI GH Low

<Cc> <Cc>

$24.500 $17.500
$21.380 $17.000
$18.188 $15.125
$16.625 $11.750
$14.000 $11.563
$14.750 $11.375

LSE
H GH

<c>

3.00 GBP
3.50 GBP
12. 25 GBP
11. 95 GBP

3.05 GBP
3.00 GBP
3.00 GBP
1. 93 GBP

the high and | ow prices for the
Mar ket and t he high and

Low

<c>

1.925 GBP
2.825 GBP
3.50 GBP
8.55 &BP

.35 GBP
.35 G&BP
.78 GBP
.73 GBP

FPEFEDNN

recent six nonths,
the high and I ow closing prices for the Ordinary Shares on the
OSE, the high and |ow prices for the ADSs as reported by the
Nasdaq National Market and the high and | ow prices for the

LSE
H GH
<c>
16. 495 GBP
14. 625 GBP
12. 125 GBP
10. 90 GBP
9.25 GBP
10. 00 GBP

Low

<c>

12. 468 GBP
12. 075 GBP
10. 30 GBP
8. 65 GBP
8.55 G&BP
8.55 GBP

The Conpany’s Ordi nary Shares have been thinly traded on the
London Stock Exchange during 1998, 1999 and 2000.
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| TEM 10. ADDI TI ONAL | NFORNVATI ON

A.  SHARE CAPI TAL

Not Appl i cabl e

B. MEMORANDUM AND ARTI CLES OF ASSOCI ATI ON

The Menorandum of Associ ation of the Conpany has previously been
filed as Exhibit 3.1 to the Conpany’ s Registration Statenent on

Form F-1, (Registration No. 33-70158) filed with the Securities

and Exchange Commi ssion on Cctober 12, 1993, and is hereby

i ncorporated by reference into this Annual Report.

In connection with the Anmal gamation, on May 11, 1998, the Conpany
adopted revi sed Bye-l aws. These Amended and Restated Bye-Laws of
t he Conpany as adopted by sharehol ders on May 11, 1998, have
previously been filed with the Securities and Exchange Conm ssion
on June 12, 1998 as Exhibit 1.1 to the Conpany’s Annual Report on
Form 20-F for the transition period ended Decenber 31, 1997 and
are hereby incorporated by reference into this Annual Report.

The action necessary to change the rights of holders of the stock
and the conditions governing the manner in which annual genera
neeti ngs and extraordinary neetings if sharehol ders are convoked,
i ncluding the conditions of adm ssion, are described in the
Conmpany’s Bye-laws filed with the Securities and Exchange

Comm ssion on June 12, 1998 as Exhibit 1.1 to the Conpany’s
Annual Report on Form 20-F for the transition period ended
Decenber 31, 1997 and are hereby incorporated by reference into
this Annual Report.

The Conpany’s Bye-laws contain certain restrictions with respect
to the registration of shares which are sumrari sed bel ow

(i) The Board nay decline to register the transfer of any
share hel d through the Verdi papirsentralen ("VPS"), the
conmput eri sed central share registry maintained in Gslo,
Norway, for bodi es corporate whose shares are |listed for
trading on the OSE, if the registration of such transfer
woul d be likely, in the opinion of the Board, to result
in fifty per cent or nore of the aggregate issued share
capital of the Conpany or shares of the Conpany to which
are attached fifty per cent or nore of the votes
attached to all outstandi ng shares of the Conpany being
hel d or owned directly or indirectly, (including,
without Iimtation, through the VPS) by a person or
persons resident for tax purposes in Norway (or such
other jurisdiction as the Board nay nonminate fromtine
to time).
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(i) If fifty per cent or nore of the aggregate issued share
capital of the Conpany or shares to which are attached
fifty per cent or nore of the votes attached to al
out st andi ng shares of the Conpany are found to be held
or owned directly or indirectly (including, wthout
limtation, through the VPS) by a person or persons
resident for tax purposes in Norway (or such other
jurisdiction as the Board may nom nate fromtine to
time), other than the Registrar in respect of those
shares registered in its nane in the Regi ster as nomn nee
of persons whose interests in such shares are reflected
in the VPS, the Board shall nake an announcenent to such
effect through the OSE, and the Board and the Registrar
shall thereafter be entitled and required to di spose of
such nunber of shares of the Conmpany or interests
therein held or owned by such persons as will result in
t he percentage of the aggregate issued share capital of
t he Conpany held or owned as aforesaid being | ess than
fifty per cent.

The Conpany has in place a Sharehol ders Rights Plan that woul d
have the effect of delaying, deferring, preventing a change in
control of the Conpany. The Sharehol ders Rights Plan has been
filed as part of the Form8-A filed with the Securities and
Exchange Conmi ssion on Decenber 9, 1996, and is hereby

i ncorporated by reference into this Annual Report.

C. MATERI AL CONTRACTS

As described in Item4., "Information on the Conpany", the
Conmpany sponsored a plan of reorganisation ("Plan") for Gol den
Ccean in the United States Bankruptcy Court for the District of
Del aware. The Pl an becane effective on Cctober 10, 2000, at which
time the Conpany acquired Gol den Ccean. As part of the Plan, the
Conmpany paid an aggregate anount of approximtely $63 mllion and
i ssued an aggregate of 1,245,998 Ordinary Shares to hol ders of

al | oned cl ai n8 agai nst Gol den Ccean.

D.  EXCHANGE CONTROLS

The Conpany is classified by the Bernuda Monetary Authority as a
non-resi dent of Bermuda for exchange control purposes.

The transfer of ADSs or Ordinary Shares between persons regarded
as resident outside Bernuda for exchange control purposes may be
ef fected without specific consent under the Exchange Control Act
of 1972 and regul ati ons thereunder and the issuance of Odinary
Shares (including shares to be represented by ADSs) to persons
regarded as resident outside Bernuda for exchange contro

pur poses nay be effected without specific consent under the
Exchange Control Act of 1972 and regul ati ons thereunder. |ssues
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and transfers of ADSs or Ordinary Shares invol ving any person
regarded as resident in Bernuda for exchange control purposes
require specific prior approval under the Exchange Control Act of
1972.

The owners of ADSs or Ordinary Shares who are ordinarily resident
out side Bernuda are not subject to any restrictions on their
rights to hold or vote their shares. Because the Conpany has been
designated as a non-resident for Bernuda exchange control

pur poses, there are no restrictions on its ability to transfer
funds in and out of Bernmuda or to pay dividends to US residents
who are hol ders of ADSs, other than in respect of |ocal Bernuda
currency.

As an "exenpted conpany", the Conpany is exenpt from Bernuda | aws
which restrict the percentage of share capital that nay be held
by non- Ber nudi ans.

E. TAXATI ON

Bernmuda currently inmposes no tax (including a tax in the nature
of an incone, estate duty, inheritance, capital transfer or

wi t hhol di ng tax) on profits, inconme, capital gains or
appreci ati ons derived by, or dividends or other distributions
paid to US Sharehol ders of ADSs or Ordi nary Shares. Bernuda has
undertaken not to inmpose any such Bernuda taxes on US

Shar ehol ders of ADSs or Ordinary Shares prior to the year 2016
except in so far as such tax applies to persons ordinarily

resi dent in Bermnuda.

There is no incone tax treaty between the United States and
Bermuda pertaining to the taxation of incone except in the case
of insurance enterprises. There also is no estate tax treaty
bet ween the United States and Bernuda.

F. DI VIDENDS AND PAYI NG AGENTS

Not Appl i cable

G STATEMENT BY EXPERTS

Not Appl i cable

H.  DOCUMENTS ON DI SPLAY

The Conpany is subject to the informational requirenents of the
Securities Exchange Act of 1934, as amended. In accordance with
these requirenents the Conpany files reports and ot her
information with the Securities and Exchange Commi ssion. These

materials, including this annual report and the acconpanyi ng
exhibits, may be inspected and copied at the public reference
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facilities maintained by the Comm ssion at 450 Fifth Street,

N. W, Room 1024, Washington, D.C 20549 and at the Conm ssion’s
Regional Ofices at 7 Wrld Trade Center, Suite 1300, New York,
New York 10048 and 500 West Madi son Street, Suite 1400,

Nort hwestern Atrium Center, Chicago, Illinois 60661. You may
obtain information on the operation of the public reference room
by calling 1 (800) SEC- 0330, and you nmy obtain copies at
prescribed rates fromthe Public Reference Section of the

Commi ssion at its principal office in Washington, D.C. 20549.
The SEC maintains a website (http://ww. sec.gov.) that contains
reports, proxy and information statenments and other infornmation
regarding registrants that file electronically with the SEC. In
addi ti on, docunents referred to in this annual report may be

i nspected at the Conmpany’s headquarters at Mercury House, 101
Front Street, Ham |ton, Bernuda.

. SUBSI DI ARY | NFORVMATI ON
Not Appl i cabl e

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

The Conpany is exposed to various nmarket risks, including
interest rates and foreign currency fluctuations. The Conpany
uses interest rate swaps to manage interest rate risk. The
Conmpany has not entered into any financial instrunents for
specul ati ve or tradi ng purposes.

The exposure to interest rate risk relates primarily to its debt
and related interest rate swaps. The majority of this exposure is
the floating rate debt, which totalled $1,439.5 mllion at
Decenber 31, 2000 (1999: $904.5 million). The Conpany has entered
into interest rate swap agreenents to nmanage its exposure with
interest rates by locking in fixed interest rates fromfloating
rates. At Decenber 31, 2000, there were nine swaps with a total
noti onal principal of $373.5 mllion (1999: ten swaps wth

noti onal principal of $293.7 mllion). The swap agreenents have
various maturity dates from May 2001 to August 2008, and the
Conpany would have a loss $0.2 mllion if it were to term nate
the agreenents as of Decenber 31, 2000 (1999 -- gain of $5.8
mllion). The maxi num exposure to the interest rate fluctuations
is $1,066.0 mllion at Decenber 31, 2000 (1999: $610.8 nillion).
A one per cent change in interest rates would increase (decrease)
the interest expense by $10.7 mllion per year as of Decenber 31,
2000 (1999: $6.1 mllion).

The fair market value of the fixed rate debt on the bal ance sheet
was $93.3 mllion as of Decenber 31, 2000 (1999: $168.5 mllion).
If the interest rate was to increase (decrease) by one per cent
with all other variables remaining constant, the market val ue of
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the fixed rate debt woul d decrease (increase) by approxi mately
$1.5 million (1999: $3.4 mllion).

Mar ket abl e equity securities held by the Conmpany are considered
to be avail able-for-sale securities and as such are carried at
fair value with resulting unrealised gains and | osses, net of
deferred taxes if any, recorded as a separate conmponent of other
conpr ehensi ve incone in stockholders’ equity. As a result, the
Conmpany’s equity is exposed to fluctuations in the share price of
mar ket abl e securities considered to be available-for-sale. Aten
per cent change in the market value of such securities would

I ncrease (decrease) equity by $0.4 mllion as of Decenber 31,
2000 (1999- $1.1 mllion).

The majority of the Conpany’s transactions, assets and
liabilities are denomnated in U S. dollars, the functiona
currency of the Conpany. Certain of the Conpany’s subsidiaries
report in Sterling, Swedish kronor or Norwegi an kroner and risks
of two kinds arise as a result: a transaction risk, that is, the
risk that currency fluctuations will have a negative effect on
the val ue of the Conpany’s cash flows; and a translation risk,

t he i nmpact of adverse currency fluctuations in the translation of
forei gn operations and foreign assets and liabilities into U S
dollars for the Conpany’s consolidated financial statenents.
Certain of the Conpany’s subsidiaries have Yen denoni nated | ong-
term debt and charter contracts denonminated in Yen. There is a
risk that currency fluctuations will have a negative effect on

t he val ue of the Conpany’ s cashflows. At Decenber 31, 2000 the
Conmpany had Yen denom nated | ong-term debt of Yen 15,587, 000, 000.
The Conpany has not entered into forward contracts for either
transaction or translation risk, which may have an adverse effect
on the Conpany’s financial condition and results of operations.

| TEM 12. DESCRI PTI ON OF SECURI Tl ES
Not Appl i cable
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PART 11
| 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

On Decenber 6, 1996, the Conpany’s Board of Directors adopted a
Shar ehol der Rights Plan (the "Plan"). The Conpany adopted the
Plan to protect sharehol ders against unsolicited attenpts to
acquire control of the Conpany that do not offer an adequate
price to all sharehol ders or are otherwi se not in the best

I nterests of the Conmpany and its sharehol ders. Under the Pl an,
each sharehol der of record on Decenber 20, 1996 received one
right for each Ordinary Share held, and each regi stered hol der of
out standi ng warrants received one right for each Ordinary Share
for which they are entitled to subscribe. In addition, in
connection with the Amal gamati on, the Conpany issued in the
aggregate 47,212,536 rights to Frontline’s sharehol ders
(44,612,536 of which rights were attached to the Ordinary Shares
i ssued and 2, 600, 000 of which rights were attached to the

Ordi nary Shares underlying the New Warrants issued). The rights
generally may not detach fromthe related Ordinary Shares. Each
right entitles the holder to purchase fromthe Conpany one-
quarter of an Ordinary Share at an initial purchase price of
$1.50. The rights will becone exercisable and will detach from
the Ordinary Shares a specified period of tinme after any person
has becone t he beneficial owner of 20 per cent or nore of the
Conmpany’s Ordi nary Shares. The Pl an was anended as of Cctober 29,
1997 to provide that Frontline s purchase of Ordinary Shares
pursuant to its tender offer in connection with its acquisition
of LOF, would not result in the rights becom ng exerci sabl e.

| f any person becones the beneficial owner of 20 per cent or nore
of the Conmpany’s Ordinary Shares, each right will entitle the

hol der, other than the acquiring person, to purchase for the
purchase price, that nunber of Ordinary Shares having a market

val ue of eight tines the purchase price.

If, followi ng an acquisition of 20 per cent or nore of the
Conmpany’s Ordi nary Shares, the Conpany is involved in certain
amal gamati ons or ot her busi ness conbi nations or sells or
transfers nore than 50% of its assets or earning power, each
right will entitle the holder to purchase for the purchase price
ordi nary shares of the other party to the transaction having a
mar ket val ue of up to eight tinmes the purchase price.

The Conpany nay redeemthe rights at a price of $0.001 per right
at any tine prior to a specified period of tinme after a person
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has become t he beneficial owner of 20 per cent or nore of its
Ordinary Shares. The rights will expire on Decenber 31, 2006,

unl ess earlier exchanged or redeened.

In connection with the Conmpany’s one-for-ten reverse stock split,
the rights were adjusted pursuant to the Plan, so that there are
currently ten rights attached to each outstanding Ordi nary Share.
| TEM 15. RESERVED

| TEM 16. RESERVED
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PART 111
| TEM 17. FI NANCI AL STATEMENTS
Not Appl i cabl e
| TEM 18. FI NANCI AL STATEMENTS

The followi ng financial statenments |listed bel ow and set forth on
pages F-1 through F-55 are filed as part of this annual report:

FI NANCI AL STATEMENTS FOR FRONTLI NE LTD.

I ndex to Consolidated Financial Statenents F-1
Report of | ndependent Accountants F-2
Report of | ndependent Accountants F-4
Report of | ndependent Accountants F-5

Consol i dated Statenents of Operations for the years ended
Decenber 31, 2000, 1999 and 1998 F-7

Consol i dat ed Bal ance Sheets as of

Decenber 31, 2000 and 1999 F-9
Consol i dated Statenents of Cash Flows for the years ended
Decenber 31, 2000, 1999 and 1998 F-11
Consol i dat ed Statenents of Changes in Stockhol ders’ Equity
for the years ended Decenber 31, 2000, 1999 and 1998 F-13
Notes to Consol i dated Financial Statenents F-15

The followi ng financial statements |isted bel ow and previously
filed by the Conpany, are incorporated by reference to the
Conmpany’ s Annual Report on Form 20-F for the Year Ended Decenber
31, 1999 filed on June 28, 2000. These financial statenents were
set forth on pages F-28 through F-47 of such Form 20-F:

FI NANCI AL STATEMENTS FOR | CB SHI PPI NG AB.

I ndex to Consolidated Financial Statenents

Report of | ndependent Accountants

Consol i dated Statenents of COperations for the years ended
Decenber 31, 1998 and 1997

Consol i dat ed Bal ance Sheets as of Decenber 31, 1998 and 1997
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Consol i dat ed Statenents of Changes in Financial Position for the
years ended Decenber 31, 1998
and 1997

Not es to Consol i dated Fi nanci al Statenments

Al'l other schedul es for which provision is nade in the applicable
accounting regul ations of the SEC are not required, are

i nappl i cabl e or have been disclosed in the Notes to the
Consol i dated Financial Statenents are therefore have been
omtted.

| TEM 19. EXH BI TS
NUMBER  DESCRI PTION OF EXH BI' T

1. 1* Menor andum of Associ ati on of the Conpany, incorporated
by reference to Exhibit 3.1 of the Conpany’s
Regi stration Statenent on Form F-1, Registration No. 33-
70158 filed on Cctober 12, 1993 (the "Origi nal
Regi stration Statenent”).

1. 2* Amended and Restated Bye-Laws of the Conpany as adopted
by shar ehol ders on Novenber 15, 1993, incorporated by
reference to Exhibit 3.3 of the Original Registration
St at enent .

1. 3* Amended and Restated Bye-Laws of the Conpany as adopted
by sharehol ders on May 11, 1998, (filed in proposed form
as Exhibit Cto the FormF-4 Registration Statenent,
filed April 13, 1998 the "Amal ganati on Regi stration
Statenent") incorporated by reference to Exhibit 1.1 of
t he Conpany’ s Annual Report on Form 20-F for the
transition period ended Decenber 31, 1997.

2. 1% Form of Ordinary Share Certificate, incorporated by
reference to Exhibit 4.1 of the Original Registration
St at enent .

2. 2% Form of Deposit Agreenent dated as of Novenber 24, 1993,

anong Frontline Ltd. (F/ K/ A London & Overseas Freighters
Limted), The Bank of New York as Depositary, and al

Hol ders fromtinme to tinme of American Depositary

Recei pts issued thereunder, including formof ADR

i ncorporated by reference to Exhibit 4.2 of the Oi ginal
Regi stration Statenent.

2.3 Form of Deposit Agreenent dated as of Novenber 24, 1993,
as amended and restated as of May 29, 2001, anong
Frontline Ltd. (F/ K/ A London & Overseas Freighters
Limted), The Bank of New York as Depositary, and al
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Hol ders fromtinme to tinme of American Depositary
Recei pts issued thereunder, including formof ADR

2. 4% Ri ghts Agreenent (the "Rights Agreenent") between the
Conmpany and the Bank of New York incorporated by
reference to Exhibit 1.3 of the Conpany’s Registration
Statement on Form 8-A, File No.0-22704 filed on Decemnber
9, 1996.

2. 5* Amendrment No. 1 to the Rights Agreenent incorporated by
reference to Exhibit 4.3 of the Anal gamati on
Regi stration Statenent.

2. 6% The Subregistrar Agreenment related to the registration
of certain securities issued by Frontline Ltd. in the
Nor wegi an Regi stry of Securities between Frontline Ltd.
and Christiania Bank og Kreditkasse ASA together with
the Form of Warrant Certificate and Conditions attaching
thereto, incorporated by reference to Exhibit 1.1 of the
Conmpany’ s Annual Report on Form 20-F for the fiscal year
ended December 31, 1998.

4. 1* Form of United Kingdom Share Option Plan, incorporated
by reference to Exhibit 10.1 of the Original
Regi stration Statenent.

4. 2% Form of Bernuda Share Option Plan, incorporated by
reference to Exhibit 10.2 of the Oiginal Registration
St at enent .

4. 3* The Subordi nated Convertible Loan Facility Agreenment USD

89, 000, 000 dated July 13, 1999, between Frontline Ltd.
as Borrower and Metrogas Hol dings Inc. as Lender,

i ncorporated by reference to Exhibit 2.1 of the
Conmpany’ s Annual Report on Form 20-F for the fiscal year
ended Decenber 31, 1998.

4. 4* Mast er Agreenent, dated Septenber 22, 1999, anong
Frontline AB and Frontline Ltd (collectively "FL"), Acol
Tankers Ltd. ("Tankers"), 1CB Shipping AB ("I CB"), and
O a Lorentzon (the "Agent"), incorporated by reference
to Exhibit 3.1 of the Conpany’s Annual Report on Form
20-F for the fiscal year ended Decenber 31, 1999.

8.1 Subsi di ari es of the Conpany.
10.1 The Conpany’s Pl an of Reorgani zati on for Gol den Ccean
Group Limted, CGolden Qcean Tankers Linmited and Channe

Rose Hol di ngs Inc. under Chapter 11 of the United States
Bankrupt cy Code dated as of July 7, 2000, as anended.
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10. 2* Fi nanci al Statenents of |1CB Shipping AB, incorporated by
reference to Item 19 of the Conpany’s Annual Report on
Form 20-F for the fiscal year ended Decenber 31, 1999.

* I ncorporated herein by reference.
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Report of | ndependent Accountants

TO THE BOARD OF DI RECTORS
AND STOCKHOLDERS OF FRONTLI NE LTD

In our opinion, based on our audits and the reports of other

audi tors, the acconpanyi ng consol i dated bal ance sheets and the
rel ated consolidated statenents of operations, cash flows and
changes in stockholders’ equity present fairly, in all materi al
respects, the financial position of Frontline Ltd. at Decenber
31, 2000 and 1999 and the results of its operations and its 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 Anerica. These financi al
statenents are the responsibility of the Conpany’ s nmanagenent;
our responsibility is to express an opinion on these financia
statenents based on our audits. W did not audit the financia
statenents of Golden Ccean Goup Limted, a wholly-owned
subsidiary, which statenents reflect total assets of
approximately $535.1 mllion at Decenber 31, 2000 and t ot al
revenues of approximately $23.1 million for the period from

Cct ober 10, 2000 (date of acquisition) to December 31, 2000. 1In
addition, we did not audit the financial statenents of |1CB

Shi ppi ng AB, a whol |l y-owned subsidiary, which is reflected in the
financial statenents referred to above on a consolidated basis as
of and for the year ended Decenber 31, 1999 and using the equity
nmet hod of accounting as of and for the year ended Decenber 31,
1998. The financial statenments of |1CB Shipping AB reflect total
assets of approximately $462.5 mllion as of Decenber 31, 1999
and total revenues of approximately $125.8 million for the year
ended Decenber 31, 1999, in conformty with generally accepted
accounting principles in Sweden. The Conpany’s net investnent in
| CB Shi pping AB was approxi mately $196.4 mllion at Decenber 31,
1998, and the share in results from | CB Shipping AB for the year
ended Decenber 31, 1998 was approximately $14.2 mllion, in
conformty with generally accepted accounting principles in the
United States. W have audited adjustnents necessary to convert
the 1999 |1 CB Shipping AB financial statenments to accounting
principles generally accepted in the United States. The
financial statenents of Gol den Ccean Group Linmted and | CB

Shi ppi ng AB were audited by other auditors whose reports thereon
have been furnished to us, and our opinion expressed herein,
insofar as it relates to the anobunts included for Gol den Ccean
Goup Limted and |1 CB Shipping AB, is based solely on the reports
of the other auditors and our audit of the adjustnents necessary
for a presentation in accordance with generally accepted
accounting principles in the United States. W conducted our
audits of these statenents in accordance with auditing standards
generally accepted in the United States of America, which require
that we plan and performthe audit to obtain reasonabl e assurance
about whether the financial statements are free of nmateri al
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m sstatement. An audit includes exam ning, on a test basis,

evi dence supporting the anounts and di sclosures in the financia
statenents, assessing the accounting principles used and
significant estinates made by managenent, and eval uating the
overall financial statenent presentation. W believe that our
audits and the reports of other auditors provide a reasonabl e
basi s for our opinion.

Pri cewat er houseCoopers DA

Gsl 0, Norway
June 12, 2001
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GOLDEN OCEAN GROUP LI M TED
Report of | ndependent Accountants

TO THE BOARD OF DI RECTORS AND STOCKHOLDERS OF GOLDEN OCEAN GROUP
LI M TED

W have audited the consolidated bal ance sheet of Gol den Ccean
Goup Limted and subsidiaries as of Decenber 31, 2000 and the
rel at ed consolidated statenents of operations, changes in

st ockhol ders’ equity and cash flows for the period from Cct ober
10 to Decenber 31, 2000. These consolidated financial statenments
are the responsibility of the Conpany’s nmanagenent. Qur
responsibility is to express an opinion on these consoli dated
financial statenents based on our audit.

We conducted our audit in accordance with generally accepted
auditing standards in the United States. Those standards require
that we plan and performthe audit to obtain reasonabl e assurance
about whether the financial statements are free of nmateri al

m sstatement. An audit includes exam ning, on a test basis,

evi dence supporting the anounts and di sclosures in the financia
statenents. An audit al so includes assessing the accounting
principles used and significant estimtes nade by nmanagenent, as
wel | as evaluating the overall financial statenent presentation.
W believe that our audit provides a reasonable basis for our
opi ni on.

In our opinion, the consolidated financial statenents referred to
above present fairly, in all nmaterial respects, the consolidated
financial position of Golden Ccean G oup Limted and subsidiaries
as of Decenber 31, 2000, and the consolidated results of their
operations and their cash flows for the period from Cctober 10 to
Decenber 31, 2000, in conformty with generally accepted
accounting principles in the United States.

As nore fully explained in notes 1 and 19 to the consolidated
financial statenents Gol den Ccean Group Limted and two
subsidiaries filed a voluntary petition for relief under Chapter
11 of the United States Bankruptcy Code on January 14, 2000. A
Pl an of Reorgani sati on becane effective on Cctober 10, 2000.

Moore Stephens Chartered Accountants
London, Engl and
Dat e, February 22, 2001
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Report of | ndependent Accountants

TO THE BOARD OF DI RECTORS AND STOCKHOLDERS
| CB SHI PPI NG AB

W have audited the acconpanyi ng consol i dated bal ance sheets of
| CB Shi pping AB and subsi diaries as of Decenber 31, 1998 and
1997, and the rel ated consolidated statenents of inconme and
changes in financial position for the years then ended. These
consol i dated financial statenments 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
general ly accepted in Sweden that are substantially equivalent to
audi ti ng standards generally accepted in the United States.
Those standards require that we plan and performthe audit to
obt ai n reasonabl e assurance about whether the financia
statenents are free of material msstatenment. An audit includes
exam ning, on a test basis, evidence supporting the anounts and
di sclosures in the financial statenents. An audit also includes
assessing the accounting principles used and significant

esti mates made by nanagenent, as well as evaluating the overall
financial statenent presentation. W believe that our audits
provi de a reasonabl e basis for our opinion.

In our opinion, the consolidated financial statenents referred to
above present fairly, in all nmaterial respects, the financial
position of |CB Shipping AB and subsidiaries as of Decenber 31,
1998 and 1997 and the results of their operations and their
changes in financial position for the years then ended in
conformty with accounting principles generally accepted in
Sweden.

Accounting principles generally accepted in Sweden vary in
certain significant respects fromaccounting principles generally
accepted in the United States. Application of accounting
principles generally accepted in the United States woul d have
affected results of operations for the years ended Decenber 31
1998 and 1997 and stockhol ders’ equity as of Decenber 31, 1998
and 1997 to the extent summarized in Note 21 to the consolidated
financial statenents.

St ockhol m  Sweden
April 12, 1999, except for the paragraph regarding Note 21 as to
whi ch the date is January 25, 2000
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Per Ber gnman
Aut hori zed Publ i c Account ant
KPMG
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Frontline Ltd.

Consol i dated Statenents of Operations for the years ended

Decenber 31, 2000, 1999 and 1998
(in thousands of $, except

Operating revenues
Time charter revenues
Bar eboat charter revenues
Voyage charter revenues
Voyage expenses and
comm SSi on

per share data)

2000

31, 590
8, 753
656, 917

(97, 316)

1999

29, 880
339, 996

(116, 662)

1998
(restated)

14, 575
255, 830
(66, 545)

Gain (loss) on sale of assets
Operati ng expenses
Shi p operating expenses
Charterhire expenses
Adm ni strative expenses

(37, 779)

92, 708
31, 719
11, 783

(1,514)

55, 586
14, 889
7,757

Net operating incone before
depreciation

Net operating incone (loss) after
depreciation

O her inconme (expenses)
I nterest income
I nt erest expense
Share in results from
associ at ed conpani es
Forei gn currency exchange
gain (1l oss)

O her financial itens

6, 858
(96, 174)

12, 817

14, 563
(248)

7,561
(88, 728)

3, 067

Net ot her expenses

i ncone (|l oss) before incone
taxes and minority interest
M nority interest

| ncone taxes

Net

(78, 940)

(91, 150)
4, 245
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Earni ngs (1l oss) per share
Basi ¢ $ 4.28 $ (1.76) $ 0.69

See acconpanyi ng Notes that are an integral part of these
Consol i dat ed Fi nanci al Statenents
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Frontline Ltd.
Consol i dat ed Bal ance Sheets as of Decenber 31, 2000 and 1999
(i n thousands of %)

2000 1999
ASSETS
Current Assets
Cash and cash equival ents 103, 514 65, 467
Restricted cash 12,580 800
Mar ket abl e securities 3,713 10, 867
Trade accounts receivabl e 95, 769 12,528
O her receivabl es 35, 252 15, 765
I nventories 11, 190 14, 280
Voyages in progress 22,259 14,412
Prepai d expenses and accrued incone 8,372 3,628
Total current assets 292, 649 137, 747
Newbui | di ngs and vessel purchase
options 36, 326 32,777
Vessel s and equi pnent, net 2,254,921 1,523,112
Vessel s and equi pnent under capit al
| ease, net 108, 387 -
I nvestnent in associ ated conpani es 27, 361 16, 274
Def erred charges 5, 836 4, 680
QO her long-term assets 41, 123 -
Goodwi | | 14, 385 12, 203
Total assets 2,780, 988 1, 726, 793
LI ABI LI TIES AND STOCKHOLDERS EQUI TY
Current liabilities
Short-term debt and current portion
of | ong-term debt 212, 767 116, 814
Current portion of obligations under
capital |eases 7,888
Trade accounts payabl e 10, 610 8,001
Accrued expenses 40,777 37, 880
Deferred charter revenue 2,577 -
Provi si ons for drydocking 11, 440 6, 517
O her current liabilities 4,332
Total current liabilities 290, 391 169, 212
Long-termliabilities
Long-term debt 1,331, 372 962, 880
ol i gations under capital |eases 101, 875
Provi si ons for drydocking 19, 727 16, 562
QO her long-termliabilities 2,063 1, 888
Total liabilities 1, 745, 428 1, 150, 542

Commi t ments and conti ngenci es
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M nority interest 6, 070 18, 951
St ockhol ders’ equity
Share capital 195, 172 152, 405
Addi tional paid in capital 576, 677 462, 474
Warrants and options 7,662 9, 333
Accunul at ed ot her conprehensive
i ncone (| oss) (3,579) (6, 603)
Ret ai ned ear ni ngs (accumul at ed
deficit) 253, 558 (60, 309)
Total stockhol ders’ equity 1, 029, 490 557, 300
Total liabilities and stockhol ders’
equity 2,780, 988 1,726,793

See acconpanyi ng Notes that are an integral part of these
Consol i dat ed Fi nanci al Statenents
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Frontline Ltd.
Consol i dated Statenents of Cash Flows for the years ended
Decenber 31, 2000, 1999 and 1998
(i n thousands of %)
2000 1999 1998
(restated)

Operating activities
Net income (| oss) 313, 867 (86, 896) 31, 853
Adj ustnents to reconcile net incone

(loss) to net cash

provi ded by operating activities:

Depreci ati on and anortisation 92, 880 91, 435 51, 659

Anortisation of deferred

char ges 1, 005 2,922 3,021
(Gain) loss fromsale of

assets (1, 160) 37,199 1,125
Share in results from
associ at ed conpani es (12,817) (3,067) (12,985)
Unreal i sed foreign exchange

gain (14, 794) - -
Q her, net (1, 552) - (2,532)

Changes in operating assets
and liabilities, net of
ef fect of acquisitions:

Trade accounts receivabl e (80, 758) (2,676) (2,710)
O her receivabl es (19, 489) 1,521 1, 089
I nventori es 3, 560 (4,915) (1, 351)
Voyages in progress (7,847) (1, 153) 1,072
Prepai d expenses and accrued

i nconme (1,903) 2,049 5,208
Trade accounts payabl e (7,866) (1, 824) 1,513
Accrued expenses 2,972 2,805 (5,001
Def erred charter revenue (2,019 - -
Provi si ons for drydocking 6, 858 7,158 2,408
Ot her, net 645 1,928 (4,777)

Net cash provi ded by operating
activities 271, 582 46, 486 69, 592
I nvesting activities
Maturity (placenent) of

restricted cash (4, 648) 1,116 (1,916)
Addi ti ons to newbui | di ngs,

vessel s and equi pnent (435, 980) (200,736) (352,003)
Proceeds from sal e of vessels

and equi pnent 1, 315 239, 043 211, 954
Acqui sition of businesses

(net of cash acquired) (41,912) 126,000 -
I nvestment in associ at ed

conpani es (3,993) 4,210 (10, 430)

| nvest ment i n nmarketabl e
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securities (983) - -
I nvest nent in debt (38, 553) - -
Di vi dends recei ved from

associ at ed conpani es 2,346 3, 246 8,048
Proceeds from sal es of other

assets 25, 490 2, 653 392

Net cash provided by (used in)
i nvesting activities (496,918) 175,532 (143,955)
Fi nanci ng activities
Proceeds from | ong-term debt 384, 690 505, 875 327, 849
Repaynents of |ong-term debt

and debent ures (209, 711) (679, 210) (265,211)
Paynment of obligations under

capital |eases (1,990 - -
Debt fees paid (2,161) (3,068) (1, 113)
Cash dividends paid - (4,714) -

Purchase of minority interest (12,020) (104, 148) -
Proceeds from i ssuance of

equity 104, 575 54, 680 2
Net cash (used in) provided
by financing activities 263, 383 (230, 585) 61, 527
Net increase (decrease) in cash
and cash equival ents 38, 047 (8,567) (12,836)
Cash and cash equival ents at
begi nni ng of year 65, 467 74,034 86, 870
Cash and cash equival ents at
end of year 103, 514 65, 467 74,034

Suppl enent al di scl osure of cash
flow i nformation:
I nterest paid, net of
capitalised interest 92, 954 94, 633 60, 944
| ncone taxes paid 26 - 31

See acconpanyi ng Notes that are an integral part of these
Consol i dat ed Fi nanci al Statenents
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Frontline Ltd.

Consol i dat ed Statenents of Changes in Stockhol ders’ Equity for
t he years ended

Decenber 31, 2000, 1999 and 1998

(in thousands of $, except nunber of shares)

2000 1999 1998
(restated)

NUMBER OF SHARES OUTSTANDI NG
Bal ance at begi nni ng of

year 60, 961, 860 46, 106, 860 46, 105, 860
Shar es i ssued 19, 256, 967 14, 855, 000 1, 000
Shar es bought back (2,150, 016) - -
Bal ance at end of year 78, 068, 811 60, 961, 860 46, 106, 860

SHARE CAPI TAL

Bal ance at begi nning of year 152,405 115, 267 115, 265
Shares i ssued 48, 142 37,138 2
Shar es bought back (5, 375) - -
Bal ance at end of year 195, 172 152, 405 115, 267

ADDI TI ONAL PAI D | N CAPI TAL

Bal ance at begi nning of year 462,474 435, 932 435, 932
Shares i ssued 134, 005 26, 542 -
Shar es bought back (19, 802) - -
Bal ance at end of year 576, 677 462, 474 435, 932

WARRANTS AND OPTI ONS

Bal ance at begi nning of year 9, 333 9, 333 9, 333
Options and warrants exercised

or expired (1,671) - -
Bal ance at end of year 7,662 9, 333 9, 333

ACCUMULATED OTHER COVPREHENSI VE

| NCOVE (LCSS)
Bal ance at begi nning of year (6, 603) (3, 545) 746
O her conprehensi ve i ncone

(1 oss) 3,024 (3,058) (4, 291)
Bal ance at end of year (3,579 (6, 603) (3, 545)
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RETAI NED EARNI NGS ( ACCUMULATED

DEFI CI T)

Bal ance at begi nning of year (60, 309) 26, 587 (5, 266)
Net income (| o0ss) 313, 867 (86, 896) 31, 853
Bal ance at end of year 253, 558 (60, 309) 26, 587
Total Stockholders’ Equity 1,029,490 557, 300 583, 574

COVPREHENSI VE | NCOVE ( LCSS)

Net (loss) incone 313, 867 (86, 896) 31, 853
Unreal i sed hol di ng
gai ns (Il osses) 3,138 (2, 843) -
Unreal i sed hol ding (| osses) gains
i n associ ated conpani es - (3,013
Forei gn currency transl ation (114) (215) (1, 278)
O her conprehensive
i ncone (| oss) 3,024 (3,058) (4, 291)
Conpr ehensi ve i ncone (Il o0ss) 316, 891 (89, 954) 28,122

See acconpanyi ng Notes that are an integral part of these
Consol i dat ed Fi nanci al Statenents
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1.

GENERAL

Frontline Ltd. (the "Conpany" or "Frontline") is a Bernuda
based shi ppi ng conpany engaged primarily in the ownership and
operation of oil tankers, including oil/bulk/ore ("0BO")
carriers. The Conpany operates tankers of two sizes: very

| arge crude carriers ("VLCCS') which are between 200, 000 and
320, 000 deadwei ght tons ("dwt"), and Sueznaxes, which are
vessel s between 120,000 and 170,000 dwt. In addition, through
a corporate acquisition conpleted in Cctober 2000, the
Conmpany has acquired a fleet of dry bulk carriers that

i ncl udes Capesi ze, Panamax and Handymax bul kers as well as
interests in 14 VLCCs. The Conpany operates through
subsidi ari es and partnerships |ocated in Bernuda, Liberia,

Nor way, Panama, Singapore and Sweden. The Conpany is al so

i nvolved in the charter, purchase and sal e of vessels.

The Conpany has its origin in Frontline AB, which was founded
in 1985, and which was listed on the Stockhol m St ock Exchange
from 1989 to 1997. In May 1997, a decision was nade to
redomcile Frontline AB from Sweden to Bernuda and to |ist
its shares on the Gslo Stock Exchange. The change of donmicile
was executed through a share for share exchange offer from
the then newly formed Frontline Ltd. in Bernuda. Frontline
Ltd. was incorporated under the |laws of Bernuda on April 29,
1997 for the purpose of succeeding to the business of
Frontline AB and, conmencing in June 1997, the shares in
Frontline AB were exchanged for shares in Frontline. The
ordinary shares of Frontline were thereafter |listed on the
Csl o Stock Exchange and delisted fromthe Stockhol m Stock
Exchange.

In Septenber 1997 Frontline initiated an amal gamati on with
London & Overseas Freighters Limted ("LOF"). This process
was conpleted in May 1998. In the business conbi nation

(di scussed in detail below), which Ieft LOF as the surviving
conpany, Frontline's sharehol ders exchanged Frontline shares
for LOF shares and LOF was subsequently renanmed Frontline
Ltd. As a result of this transaction, Frontline becanme |isted
on the London Stock Exchange and on t he NASDAQ Nati ona

Market in addition to its listing on the Gsl o Stock Exchange.
LOF originally commenced operations in 1948 as a U K conpany
("LOF plc") and was listed on the London Stock Exchange in
1950. LOF was incorporated under the | aws of Bernuda on June
12, 1992 for the purpose of succeeding to the business of LOF
plc. In Novenber 1993, the shares of LOF were listed on the
Nasdaq National Market in the form of American Depositary
Shares ("ADSs"), each ADS representing ten LOF shares.

In Decenber 1999, Frontline entered into an agreenent with
five other shipowners, A P. Ml ler, Euronav Luxenbourg SA,
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Csprey Maritime Ltd., Overseas Shiphol ding Goup Inc. and
Reederei "Nord" Klaus E. Odendorff to establish a Mrshal
| sl ands corporation, Tankers International LLC ("Tankers"),
to operate a pool of their respective VLCC fleets. Tankers
commenced operations on February 1, 2000 with an initia
fleet of 39 nodern VLCCs. Wth the exception of the VLCCs
commtted to termcharters, all of the Conpany’s VLCCs are
operated in the Tankers pool.

BUSI NESS COVBI NATI ONS AND ACQUI SI Tl ONS
LONDON & OVERSEAS FREI GHTERS LI M TED

On Septenber 22, 1997, LOF announced that it had entered into
an Agreenent and Plan of Amal gamation (the "Anmal gamati on
Agreenment”) with Frontline, providing for a business
conbination in a three-step transaction. On Septenber 29,
1997, pursuant to the Amal gamati on Agreenent, Frontline
commenced a cash tender offer (the "Ofer") for at |east 50.1
per cent and up to 90 per cent of the outstanding LOF

ordi nary shares and Anerican Depositary Shares ("ADSs") for a
price of $1.591 per ordinary share (or $15.91 per ADS). The
O fer expired on Cctober 28, 1997 and effective Novenber 1,
1997 Frontline had acquired approxinmately 79.74 per cent of
the outstanding LOF ordinary shares. (see Note 24).

In the second step, which was conpleted on May 11, 1998,
Frontline anal gamated (the "Amal gamation”) w th Dol phin
Limted, a Bernuda subsidiary of LOF. Each ordinary share of
Frontline was cancelled in consideration for which the

st ockhol ders of Frontline received (i) 3.2635 (restated to
0.32635) ordinary shares of LOF and (ii) 0.1902 (restated to
0.01902) of a newy issued warrant ("Frontline Warrants") to
pur chase one LOF ordinary share.

In the third step of the conbination, in order to conbine the
assets and liabilities, LOF purchased the assets and
liabilities of Frontline which were vested in the amal ganat ed
conpany at fair market value in exchange for a pronissory
note. LOF is the legally surviving entity in this business
conbi nati on and has been renaned Frontline Ltd. with effect
fromMy 11, 1998. Frontline is treated as the accounting
acquirer and the transaction treated as a reverse

acqui sition. For the purposes of these financial statenents,

t he Amal ganmati on has been recorded with effect from Novenber
1, 1997 and the results of LOF have been consolidated from
that date. The share capital of the Conmpany has been restated
accordingly to reflect the transaction. For periods on or
after May 11, 1998, the term Conpany refers to Frontline Ltd.
(formerly London & Overseas Freighters Limted).
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| CB SHI PPI NG AB ( PUBL)

On Septenber 1, 1997, Frontline announced its intention to
submt an offer to acquire all of the shares of |CB Shipping
AB (publ) ("1CB"). The final formof the offer was an offer
to acquire all of the shares of I1CB (the "I CB Shares") in
exchange for SEK 130 in cash for each of the A-shares and SEK
115 in cash for each of the B-shares. The total acquisition
price was estimated to be $423 mllion, financed primarily by
a US $300 mllion loan facility ("ICB facility") with Chase
Manhattan Bank ("Chase"). Through the tender offer, by

Cct ober 1997 Frontline acquired 51.7 per cent of the

out standi ng shares of I1CB at a purchase price of

approxi mately $215 mllion. However, the shares purchased,
14,428,078 Cl ass B shares and 148,663 Cl ass A shares,
provided Frontline with only 31.4 per cent of the I CB voting
rights. On January 8, 1998, Frontline withdrewits bid for

t he renmai ni ng outstandi ng shares of 1CB. During 1998,
Frontline made further purchases of ICB Shares in the market
and at Decenber 31, 1998 had 34.2 per cent of the voting
power .

On Septenber 23, 1999, pursuant to an agreenent (the "I1CB
Agreement"), Frontline acquired | CB Shares previously owned
by the so-called "A group” consortiumincluding those
control |l ed by board nenbers of 1CB and | CB shares controll ed
by the Angelicoussis famly. In connection with the 1CB
Agreement, four of the VLCCs owned by ICB, were sold to a
conmpani es controlled by the Angelicoussis famly. As a result
of the acquisitions, Frontline increased its shareholding in
|CB to approxi mately 90 per cent of the capital and 93 per
cent of the voting rights. In Cctober 1999, a new Board of
Directors was appointed in ICB and is consequently controlled
by Frontline. In Decenber 1999, Frontline conmenced a

compul sory acquisition for the remai ning shares in I CB and

| CB was delisted fromthe Stockhol m Stock Exchange.

In the two year period prior to Septenber 1999, Frontline was
unabl e to control, or exercise significant influence over,

| CB. Accordingly, the Conpany previously accounted for its
investnment in ICB as an avail abl e-for-sale security in
accordance with SFAS 115. As a result of Frontline acquiring
control over 1CB, the Conpany’s financial statenents have
been restated. For the years ended Decenber 31, 1997 and
1998, the investnent in ICB is accounted for in accordance
with the equity method. As a result, net incone increased by
$5.4 million and $4.9 million from anounts previously
reported for the years ended Decenber 31, 1997 and 1998,
respectively.
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For the year ended Decenber 31, 1999, |CB has been
consolidated with effect from January 1, 1999. |In connection
with the 1 CB Agreenent, four of the VLCCs owned by |ICB, were
sold to a conpanies controlled by the Angelicoussis famly.
This sale has resulted in Frontline recognising a | oss on
sal e of vessels of $37.9 mllion in its consolidated
statenment of operations for the year ended Decenber 31, 1999.
Twenty enpl oyees of |1 CB have been nade redundant as the
result of the acquisition by Frontline and severance costs of
approximately $1.4 mllion have been incurred in the year
ended Decenber 31, 1999. These costs are included in the
determ nation of the purchase price of |CB.

GOLDEN OCEAN GRCUP LI M TED

On Cct ober 10, 2000, Frontline took control of Golden Ccean
Goup Limted ("Golden Ccean"), a shipping group which holds
interest in 14 VLCCs and 10 bulk carriers. On the same date
Gol den Ccean energed from bankruptcy protection under Chapter
11 of the U. S. Bankruptcy Code. Mst of the delivered tonnage
of Golden Ccean is presently enployed on nediumto |long term
charters.

On January 14, 2000, Golden Ccean and its fell ow
subsi di ari es, CGol den Ccean Tankers Limted and Channel Rose
Hol di ngs Inc. (together the "Debtors") filed for bankruptcy
protection under Chapter 11 of the U S. Bankruptcy Code with
the Cerk of the United States Bankruptcy Court for the
District of Delaware (the "Bankruptcy Court"), and through
this protection received an exclusive period of up to 120
days to file a Plan of Reorganisation. In February, Mrch and
April 2000, Frontline acquired a portion of Golden Ccean US$
291 mllion Senior Notes due in August 2001. As one of Gol den
Ccean’s largest creditors, Frontline announced that it would
seek to be actively involved in the reorgani sati on process.
On June 6, 2000, the Bankruptcy Court term nated Gol den
Qcean’s exclusive period to file a plan of reorganisation,
thereby permtting any party in interest to propose a plan.

On July 7, 2000, Frontline filed a proposed pl an of

reorgani sation (the "Plan of Reorgani sation") and di scl osure
statenment (the "Di sclosure Statenent”) with the Bankruptcy
Court which set forth the manner in which clains against and
equity interests in the Debtors would be treated. Two ot her
conpeting plans were filed within the tine limt defined by
t he Bankruptcy Court. On August 4, 2000 the Bankruptcy Court
approved on Frontline' s Disclosure Statenent and on August
14, 2000 approved the appointnent of Frontline as nmanager of
Gol den Ccean’ s operations with i medi ate effect. The Pl an of
Reor gani sati on was approved by an overwhel ming majority of
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hol ders of clains entitled to vote and was confirned at a
heari ng on Septenber 15, 2000.

On Cctober 10, 2000 the Plan of Reorgani sation becane
effective and Frontline acquired the entire share capital of
Gol den Ccean. The total acquisition price paid, including
anmounts paid to settle allowed clains, was approxi mately
$63.0 mllion, including 1,245,998 shares issued at a price
of $15.65 per share. The acquisition of CGolden Ccean has been
accounted for using the purchase nethod. (See Note 11 and
Not e 24). Ei ghteen enpl oyees of Gol den Ccean have been nade
redundant as the result of the acquisition by Frontline and
severance costs of approximately $2.1 mllion have been

i ncurred by Golden Ccean in the year ended Decenber 31, 2000.
These costs were included in the determ nation of the
reorgani sed bal ance sheet and not in the determ nation of the
pur chase pri ce.

2. ACCOUNTI NG PQLI CI ES
BASI S OF ACCOUNTI NG

The consolidated financial statenents are prepared in
accordance with accounting principles generally accepted in
the United States. The consolidated financial statenents

i nclude the assets and liabilities of the Conpany and its
subsidiaries. Investnments in conmpanies in which the Conpany
directly or indirectly holds nore than 50 per cent of the
voting control are consolidated. For the year ended Decenber
1, 1999, ICB has been consolidated with effect from January
1, 1999. For the year ended Decenber 31, 2000, Gol den Ccean
has been consolidated with effect from Cctober 10, 2000. Al
i nt er conpany bal ances and transacti ons have been eli m nated
on consol i dati on.

I nvestnents in conpanies in which the Conpany hol ds bet ween
20 per cent and 50 per cent of an ownership interest, and
over which the Conpany exercises significant influence, are
accounted for using the equity nethod. The Conpany’s

fi nanci al statenents have been restated for the years ended
Decenber 31, 1997 and 1998 to reflect the application of the
equity nethod for the investnment in ICB. The investnent in

| CB was previously accounted for as an avail abl e-for-sal e
security in accordance with SFAS 115 prior to this
restatenent (see Note 1). The Conpany records its investnents
in equity-nmethod i nvestees on the consolidated bal ance sheets
as "lnvestnent in associ ated conpani es" and its share of the
i nvestees’ earnings or losses in the consolidated statenents
of operations as "Share in results from associ at ed

conpani es". The excess, if any, of the purchase price over

t he book val ue basis of the Conpany’s investnent in an equity
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nmet hod i nvestee is included in the acconmpanyi ng consol i dat ed
bal ance sheets in "lnvestnent in associ ated conpani es".

The preparation of financial statenents in accordance with
general |y accepted accounting principles requires that
managenment nake estinates and assunptions affecting the
reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the
financial statenents and the reported anobunts of revenues and
expenses during the reporting period. Actual results could
differ fromthose estimtes.

Certain of the conparative figures have been reclassified to
conformwith the presentation adopted in the current period.

CASH AND CASH EQUI VALENTS

For the purposes of the consolidated statenents of cash
flows, all demand and tinme deposits and highly liquid, |ow
risk investnents with original maturities of three nonths or
| ess are considered equival ent to cash.

MARKETABLE SECURI TI ES

Mar ket abl e equity securities held by the Conpany are

consi dered to be avail able-for-sale securities and as such
are carried at fair value with resulting unrealised gains and
| osses, net of deferred taxes if any, recorded as a separate
conmponent of other conprehensive inconme in stockhol ders’
equity.

I NVENTORI ES

I nventories, which conprise principally of fuel and
| ubricating oils, are stated at the | ower of cost and market
value. Cost is determned on a first-in, first-out basis.

VESSELS AND EQUI PVENT

The cost of the vessels |less estinmated residual value is
depreciated on a straight-1line basis over the vessels’
remai ni ng econom ¢ useful lives. In the fourth quarter of
1997, managenent determined that the useful life of its
vessel s was 25 years rather than 20 years from date of
construction, as previously estimted. O her equipnment is
depreciated over its estinmated residual life, which
approxi mates five years.

The vessel s obtai ned through the acquisition of | CB have been

depreciated on a straight-1line basis over the vessels’
remai ni ng econoni ¢ useful lives, which was determi ned to be
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20 years. In the fourth quarter of 1999, managenent

determ ned that the useful life of these vessels was 25 years
rat her than 20 years, as previously estimted. A change in
accounting estimate was recognised to reflect this decision,
resulting in a decrease in depreciation expense and
consequently increasing net incone by $1.8 mllion and basic
and diluted earnings per share by $0.04, for 1999.

VESSELS AND EQUI PMENT UNDER CAPI TAL LEASE

The Conpany bareboat charters in certain vessels under
agreenents that are classified as capital | eases.

Depreci ation of vessels under capital |lease is calculated in
t he sane manner as for owned vessels and included within
depreciation and anortisation expense in the Statenent of
Qper at i ons.

NEWBUI LDI NGS AND VESSEL PURCHASE OPTI ONS

The carryi ng val ue of the vessels under construction

(" Newbui | dings") represents the accunul ated costs to the

bal ance sheet date which the Conpany has had to pay by way of
purchase instal nents and ot her capital expenditures together

with capitalised | oan interest and associ ated finance costs.

No charge for depreciation is made until the vessel is put

i nto operation.

Vessel purchase options are capitalised at the time option
contracts are acquired or entered into. The Conpany revi ews
expected future cash flows, which would result from exercise
of each option contract on a contract by contract basis to
determ ne whether the carrying value of the option is
recoverable. If the expected future cash flows are | ess than
the carrying value of the option plus further costs to
delivery, provision is nade to wite down the carrying val ue
of the option to the recoverable anount. The carrying val ue
of each option paynent is witten off as and when the Conpany
adopts a formal plan not to exercise the option. Purchase
price paynents are capitalised and the total of the option
paynment, if any, and purchase price paynent is transferred to
cost of vessels, net upon exercise of the option and delivery
of the vessel to the Conpany.

| MPAI RVENT OF LONG LI VED ASSETS

Long-lived assets that are held and used by the Conpany are

revi ewed for inpairment whenever events or changes in

ci rcunstances indicate that the carryi ng anount of an asset

may not be recoverable. In addition, long-lived assets to be
di sposed of are reported at the | ower of carrying anmount and
fair value less estimated costs to sell
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DEFERRED CHARGES

Loan costs, including debt arrangenent fees, are deferred and
anortised on a straight-line basis over the termof the

rel evant | oan. The straight line basis of anortisation
approxi mates the effective interest nethod in the Conpany’s
statenent of operations. Anortisation of |oan costs is

i ncluded in interest expense.

REVENUE AND EXPENSE RECOGNI TI ON

Revenues and expenses are recogni sed on the accrual basis.
Revenues are generated fromfreight billings, tine charter
and bareboat charter hires. The operating results of voyages
in progress are estinmated and recorded pro-rata on a per day
basis in the consolidated statenents of operations. Probable
| osses on voyages are provided for in full at the time such

| osses can be estimated. Tinme charter and bareboat charter
revenues are recorded over the termof the charter as service
i's provided.

The operating revenues and voyage expenses of the vessels
operating in the Tankers pool, and certain other pool
arrangenents, are pooled and net operating revenues,

cal culated on a tine charter equivalent basis, are allocated
to the pool participants according to an agreed formula. The
same revenue and expenses principles stated above are applied
in determ ning the pool net operating revenues.

DRYDOCKI NG PROVI SI ONS

Nor mal vessel repair and mai ntenance costs are charged to
expense when incurred. Provisions for future drydocking costs
are accrued and charged to expense on a pro-rata basis over
the period to the next drydocking. Such provisions are based
on estinmates made by nanagenent of expected cost and | ength
of time between drydocki ngs.

GOODW LL

Goodwi I | represents the excess of the purchase price over the
fair value of assets acquired in business acquisitions
accounted for under the purchase nethod. Goodwill is

presented net of accunul ated anortisation and i s being
anortised over a period of approximtely 17 years.

DERI VATI VES
The Conpany enters into interest rate swap transactions from

time to tine to hedge a portion of its exposure to floating
i nterest rates. These transacti ons involve the conversi on of
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floating rates into fixed rates over the |ife of the
transactions w thout an exchange of underlying principal.
Hedge accounting is used to account for these swaps provided
certain hedging criteria are net. The differential between
the derivative and the underlying hedged itemis accrued as
i nterest rates change and recogni sed as an adjustnent to

i nterest expense. The rel ated anount receivable from or
payabl e to counterparties is included in accrued interest

I nconme or expense, respectively. The fair values of the
interest rate swaps are not recognised in the financia

st at enent s.

Hedge accounting is applied where the derivative reduces the
risk of the underlying hedged itemand is designated at

i nception as a hedge with respect to the hedged item
Additionally, the derivative nmust result in payoffs that are
expected to be inversely correlated to those of the hedged
item Derivatives are measured for effectiveness both at

i nception and on an ongoi ng basis.

If a derivative ceases to neet the criteria for hedge
accounting, any subsequent gains and | osses are currently
recogni sed in incone. If a hedging instrument is sold or
termnated prior to maturity, gains and | osses continue to be
deferred until the hedged instrunent is recognised in incone.
Accordi ngly, should a swap be term nated while the underlying
debt remmi ns outstanding, the gain or loss is adjusted to the
basis of the underlying debt and anortised over its remaining
useful life.

The Conpany has fromtine to tinme entered into forward
freight contracts in order to hedge exposure to the spot
market for certain trade routes. These transactions involve
entering into a contract to provide a theoretical voyage at
an agreed rate. The fair values of the forward freight
contracts are recognised in the financial statenents.

O her than the forward freight contracts di scussed above, the
Conmpany has not entered into any derivative contracts for
specul ati ve or tradi ng purposes.

FOREI GN CURRENCI ES

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. Mst of the Conpany’s subsidiaries
report in U 'S, dollars. For subsidiaries that nmaintain their
accounts in currencies other than U S. dollars, the Conpany
uses the current method of translation whereby the statenents
of operations are translated using the average exchange rate
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and the assets and liabilities are translated using the year
end exchange rate. Foreign currency translation gains or

| osses are recorded as a separate conponent of other

conpr ehensi ve incone in stockhol ders’ equity.

Transactions in foreign currencies during the year are
translated into U S. dollars at the rates of exchange in
effect at the date of the transaction. Foreign currency
nonetary assets and liabilities are translated using rates of
exchange at the bal ance sheet date. Foreign currency non-
nonetary assets and liabilities are transl ated using

hi storical rates of exchange. Foreign currency transaction
gains or losses are included in the consolidated statenents
of operations.

STOCK- BASED COVPENSATI ON

Under Statenent of Financial Accounting Standards No. 123
("SFAS 123"), "Accounting for Stock-Based Conpensation”,

di scl osures of stock-based conpensation arrangenents with
enpl oyees are required and conpani es are encouraged, but not
required, to record conpensation costs associated with

enpl oyee stock option awards, based on estimated fair val ues
at the grant dates. The Conpany has chosen to continue to
account for stock-based conmpensation using the intrinsic

val ue net hod prescribed in Accounting Principles Board

Qpi nion No. 25 ("APB 25") "Accounting for Stock Issued to
Enpl oyees” and has di sclosed the required pro forma effect on
net income and earning per share as if the fair val ue nethod
of accounting as prescribed in SFAS 123 had been appli ed.

EARNI NGS PER SHARE

Basic EPS is conputed based on the inconme (loss) available to
common stockhol ders and the wei ghted average nunber of shares
outstanding for basic EPS. Diluted EPS includes the effect of
t he assuned conversion of potentially dilutive instrunents
(see Note 6).

COMPREHENSI VE | NCOVE

Conpr ehensive incone is defined as the change in equity of a
busi ness enterprise during a period fromtransacti ons and

ot her events and circunstances from nonowner sources. |t

i ncludes all changes in equity during a period except those
resulting frominvestnments by owners and distributions to
owners. (See Statenent of Changes in Stockhol ders’ Equity).
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3.

ADOPTI ON OF NEW ACCOUNTI NG STANDARDS

In June 1998, the Financial Accounting Standards Board
("FASB") issued Statenent of Financial Accounting Standards
No. 133, "Accounting for Derivatives and Hedging Activities"
("FAS 133"). SFAS 133 as anmended by FAS 138, establishes
accounting and reporting standards for derivative instrunents
and hedging activities. It requires an entity to recognise
all derivatives as either assets or liabilities on the

bal ance sheet and neasure those instrunents at fair val ue.
Changes in the fair value of derivatives are recorded each
period in current earnings or other conprehensive inconeg,
dependi ng on whether a derivative is designated as part of a
hedge transaction and, if it is, the type of hedge
transaction. The Conpany adopted SFAS 133 in the first
quarter of fiscal year 2001 and upon initial adoption

recogni sed the fair value of its derivatives as assets of
$0.4 mllion and liabilities of $0.6 mllion. A gain of $0.3
mllion was recognised in income and a charge of $0.5 mllion
made to ot her conprehensive incorme.

I n Decenber 1999, the Securities and Exchange Conmi ssion
("SEC'") issued Staff Accounting Bulletin No. 101 "Revenue
Recognition in Financial Statenments" ("SAB 101"). SAB 101, as
anmended, sunmmarises certain of the SEC s views in applying
general |y accepted accounting principles to revenue
recognition in the financial statenments. The Conpany adopted
SAB 101 in the fourth quarter of fiscal 2000. The adopti on of
SAB 101 has not had a material effect on the Conpany’s
operations or financial position.

SEGVENT | NFORMATI ON

The Conpany has two reportable segnents: tankers, including
oil bulk ore carriers, and dry bulk carriers. Prior to the
acqui sition of Golden Qcean in 2000, the Conpany had one
reportabl e segnment. Segnent results are eval uated based on

i nconme fromvessel operations before general and

adm ni strative expenses. The accounting policies used in the
reportabl e segnents are the sanme as those followed in the
preparation of the Conpany’s consolidated financi al

st at enent s.
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(I'N

I nformati on about the Conpany’s reportable segnents as of and
for the year ended Decenber 31, 2000 fol |l ows:

THOUSANDS ) DRY BULK
TANKERS CARRI ERS TOTAL

2000
Net operating revenues 591, 805 8, 065 599, 870
Shi p operating expenses 85, 868 2,129 87,997
Depreci ati on and anorti sation 90, 297 1, 952 92, 249
Share in results from associ at ed

conpani es 11, 273 1,544 12, 817
Vessel s and equi pnent, net 2,176, 303 77,727 2,254,030
Vessel s under capital |ease - 108, 387 108, 387
| nvestment in associ at ed

conpani es 26, 420 941 27,361
Total assets 2,451, 589 192,808 2, 644, 397
Expendi ture for vessels 468, 575 - 468, 575

Reconciliations of reportable segnents infornmation to the
Conpany’ s consolidated totals foll ows:

(I' N THOUSANDS OF $) 2000
NET OPERATI NG REVENUES
Total net operating revenues for reportable

seghents 599, 870
O her net operating revenues 74
Total consolidated net operating revenues 599, 944
Asset s
Total assets for reportable segments 2,644, 397
Assets not attributed to segnents 136, 591
Total consolidated assets 2,780, 988
TAXATI ON
BERMUDA

Under current Bermnuda | aw, the Conpany is not required to pay
taxes in Bernmuda on either income or capital gains. The
Conmpany has received witten assurance fromthe M nister of
Finance in Bernuda that, in the event of any such taxes being
i nposed, the Conpany will be exenpted fromtaxation until the
year 2016.

UNI TED STATES

The Conpany does not accrue U. S. incone taxes as, in the
opinion of U S. counsel, the Conmpany is not engaged in a U S
trade or business and is exenpted froma gross basis tax
under Section 883 of the U S. Internal Revenue Code.
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A reconciliation between the incone tax expense resulting
fromapplying the U S. Federal statutory incone tax rate and
the reported incone tax expense has not been presented herein
as it would not provide additional useful information to
users of the financial statenments as the Conpany’s net incone
is subject to neither Bernuda nor U S. tax.

OTHER JURI SDI CTI ONS

Certain of the Conpany’s subsidiaries in other jurisdictions
i ncl udi ng Norway, Singapore, Sweden and the United Ki ngdom
are subject to taxation in their respective jurisdictions.
The tax paid by subsidiaries of the Conpany which are subject
to taxation is not material .

The tax charge for the year conprises:

(in thousands of %) 2000 1999 1998
Current tax 41 (9 30
Def erred tax - - -

Tenporary differences and carryforwards which give rise to
deferred tax assets, liabilities and rel ated val uati on
al | owances are as foll ows:

(in thousands of $) 2000 1999
Deferred tax asset -- non current

Pension liabilities 13 22
Tax | oss carryforwards 19, 285 17, 496
Val uati on al |l owance (19, 298) (17,518)

As of Decenber 31, 2000, 1999 and 1998, the Conpany had
$68, 875, 000, $62, 485,000 and $15, 431, 000 of net operating

| oss carryforwards, respectively. The |l oss carryforward can
be utilised only against future taxable incone for the
respective subsidiary. Frontline AB accounts for a total of
$43, 280, 000 as at Decenber 31, 2000 and I CB accounts for a
total of $25,334,000 as of Decenber 31, 2000. These net
operating | osses do not have an expiration date. The
Conmpany’ s deferred tax assets are reduced by a val uation

al | omance when, in the opinion of managenent, it is nore
likely than not that sonme portion or all of the deferred tax
assets will not be realised in the future.
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6.

EARNI NGS PER SHARE

The conputation of basic EPS is based on the wei ghted average
nunber of shares outstanding during the year. The conputation
of diluted EPS assunes the foregoing and the exercise of
stock options and warrants using the treasury stock nethod
(see Note 19). Earnings per share, for the year ended
Decenber 31, 1998 has been restated to reflect the change in
the accounting treatnment of the investnment in ICB (see Note
21) .

The conponents of the nunmerator for the cal cul ation of basic
EPS and diluted EPS are as foll ows:

THOUSANDS OF $) 2000 1999 1998
(restated)

Net income (loss) available to
st ockhol ders 313,867 (86, 896) 31, 853

The conponents of the denom nator for the cal cul ati on of
basi ¢ EPS and diluted EPS are as foll ows:

(1'N THOUSANDS ) 2000 1999 1998
Basi ¢ earni ngs per share:
Wei ght ed average nunber of

ordi nary shares outstandi ng 73,391 49, 486 46, 107

Di | uted earnings per share:
Wei ght ed average nunber of

ordi nary shares outstandi ng 73,391 49, 468 46, 107
Warrants and stock options 173 - 30
73,564 49, 468 46, 137

LEASES

RENTAL EXPENSE

Charter hire paynents to third parties for contracted in
vessel s are accounted for as operating | eases. The Conpany is
al so conmtted to nake rental paynents under operating | eases
for office prem ses. The future mninmumrental paynents under
t he Conpany’ s non-cancel | abl e operating | eases, are as
fol |l ows:
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YEAR ENDI NG DECEMBER 31
(I' N THOUSANDS OF %)
2001

2002

2003

2004

2005

2006 and | ater

44, 454
45, 246
36, 520
36, 704
37,409
31, 743

Total rental expense for operating | eases was $34, 823, 000,
$31, 912, 000 and $15, 403, 000 for the years ended Decenber 31,

2000, 1999 and 1998, respectively.

RENTAL | NCOVE

The m ni mum future revenues to be received on tine charters,
bar eboat charters and other contractually conmtted i ncone as
of Decenber 31, 2000 are as foll ows:

YEAR ENDI NG DECEMBER 31
(I N THOUSANDS OF YEN AND $)

2001
2002
2003

2005
2006 and | ater 1

2
2
2
2004 2,
2
3

, 398,
, 398,
, 398,
405,
, 398,
, 442,

YEN REVENUES
(IN YEN) ($ EQUI VALENT)

000
000
000
000
000
000

20,
20,
20,
21,
20,
117,

949
949
949
007

DOLLAR

REVENUES

71, 879
47, 696
43, 954
44,513
43, 304
97, 936

Total m ni mrum

| ease revenues 25,

The cost and accunul ated depreci ation of the vessels |eased
to a third party at Decenber 31, 2000 were approxi mately

respectively, and at
Decenber 31, 1999 were approximtely $86.7 million and $36.5

$518.3 mllion and $27.4 mllion,

mllion, respectively.

8. MARKETABLE SECURI Tl ES

Mar ket abl e securities held by the Conpany are equity
securities considered to be avail able-for-sale securities.
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10.

(in thousands of $) 2000 1999
Cost 3,418 13,710
Gross unrealised gain 702 -
Gross unrealised | oss (407) (2, 843)
Fair val ue 3,713 10, 867

The unrealised | oss on narketable securities, including a
conmponent of foreign currency translation, included in
conpr ehensi ve i ncone decreased by $295,000 for the year ended

Decenber 31, 2000 (1999 -- loss of $2,843,000).
(in thousands ) 2000 1999 1998
Proceeds from sal e of avail abl e-

for-sale securities 10, 089 2, 653 392
Real i sed gain (Il o0ss) (1, 186) 580 389

The cost of sale of avail abl e-for-sale marketabl e securities
is calculated on an average costs basis.

TRADE ACCOUNTS RECEI VABLE

Trade accounts receivable are presented net of allowances for
doubt ful accounts anmpunting to $800, 000 and $500, 000 for the
years ended Decenber 31, 2000 and 1999, respectively.

OTHER RECEI VABLES

(in thousands of $) 2000 1999
Agent receivabl es 1,761 9,575
Due fromrel ated party 20, 000 -
Due on sale of narketable securities 4,101 -
Short-term debt receivable 6, 418 -
O her receivabl es 2,972 6, 190

35, 252 15, 765

O her receivables are presented net of allowances for
doubt ful accounts anmounting to $nil for each of the years
ended Decenber 31, 2000 and 1999.

NEWBUI LDI NGS AND VESSEL PURCHASE OPTI ONS
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(I' N THOUSANDS OF $) 2000 1999
Newbui | di ngs - 32,777
Vessel purchase options 36, 326 -

36, 326 32,777

In connection with the acquisition of Golden CQcean, the
Conpany obt ai ned certain options and obligations to acquire
vessel s. The Conpany has options to purchase the VLCCs Stena
Commerce and Stena Comanche. The options are exercisabl e at
any time until Decenber 2004. The purchase prices for each
vessel are equal to 50 per cent of the outstandi ng nortgage
debt under three joint |oan agreenents between | enders and

t he vessel s’ owni ng conpani es. The options nust be exercised
simul taneously. As at Decenber 31, 2000 the outstanding

nort gage debt of the Stena Commrerce and Stena Conmanche’s
owni ng conpani es anounted to $116, 400, 439 pl us Yen

6, 019, 417,615 (equivalent to $52,585,111). O this total debt
out st andi ng, $25,774,680 is due to the Conpany at Decemnber
31, 2000. This ampunt is included in other |ong-term assets
(see Note 16). This debt was acquired at a di scount of
approxi mately 50 per cent fromone of the lenders in

Sept enber 2000. The fair value assigned to these options in
t he purchase accounting for Gol den Ccean was $27, 956, 000,

cal cul ated by reference to the di scounted debt acquired by

t he Conpany.

The Conpany has an option to purchase the vessel Stena
Commodore. The option is exercisable at any tinme until
February 2005. The purchase price is equal to the outstanding
nort gage debt under three | oan agreenents between | enders and
the vessel’s owni ng conpany. As at Decenber 31, 2000 the

out st andi ng nortgage debt of the Stena Commopbdore’ s owni ng
conpany anounted to $59, 631, 955 plus Yen 2,901, 682, 103
(equivalent to $25,348,843). The fair value assigned to this
option in the purchase accounting for Golden Ccean was $nil.
The fair value is calculated as the difference between the
fair value of the vessel and the nortgage debt outstanding.

On Cctober 24, 2000 the Conpany sinultaneously exercised its
options to acquire the Stena Commerce, Stena Conanche and

St ena Commodore. The owni ng conpani es of the vessel s di sagree
wi th managenent’s interpretation of the option agreenents
with regard to strike price and the Conpany’s right or
otherwi se to specify tine and place for delivery of the
vessels. The matter has been referred to arbitration. At the
bal ance sheet date the arbitrati on had not been concluded. On
May 3, 2001 the Conpany entered into an agreenment in
connection with the dispute and arbitration relating to the
Conpany’s options to purchase the VLCCs Stena Commerce, Stena
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Comanche and Stena Commodore. The Conpany took delivery of
the Stena Commerce on May 4, 2001, the Stena Comanche on My
18, 2001 and the delivery of Stena Commpdore is schedul ed for
early June, 2001.

The Conpany has an obligation to purchase the VLCC Opalia on
expiry of i1ts current charter, which is for two years from
Novenber 1999 with an optional further two years. The
purchase price is equal to 100% of the outstandi ng nortgage
debt under three | oan agreenents between | enders and the
vessel ’s owni ng conpany. As at Decenber 31, 2000 the

out st andi ng nortgage debt of the Opalia s owning conpany
amounted to $60, 320, 740 plus Yen 2,162,981, 284 (equivalent to
$18,895,617). The fair value assigned to this option in the
pur chase accounting for Golden Ccean was $nil. The fair val ue
Is calculated as the difference between the fair of the
vessel and the nortgage debt outstanding.

The Conpany has both an obligation and an option to purchase
the VLCC Gscilla on expiry of a five-year tinme charter, which
commenced in March 2000. The purchase price is equal to the
out st andi ng nortgage debt under four |oan agreenents between
| enders and the vessel’s owni ng conpany. As at Decenber 31,
2000 t he outstandi ng nortgage debt of the Gscilla’ s owning
conpany anounted to $60, 005, 600 plus Yen 1,247,525, 412
(equivalent to $10,898,274). Included in this amount is debt
of $12,475,000 due to the Conmpany. The fair value assigned to
this option and obligation in the purchase accounting for

Gol den Ocean was $8, 370, 000. The fair value is cal cul ated as
the difference between the fair of the vessel and the

nort gage debt out st andi ng.

12. VESSELS AND EQUI PMENT, NET

(in thousands of %) 2000 1999
Cost 2,684,603 1,861,004
Accunul at ed depreciation (429, 682) (337,892)
Net book val ue at end of year 2,254,921 1,523,112

I ncluded in the above anmobunts as at Decenber 31, 2000 and
1999 is equi pnent with a net book val ue of $904, 000 and
$561, 000, respectively. Interest capitalised in the cost of
newbui | di ngs anmounted to $400, 000 and $3, 163,000 in 2000 and
1999, respectively.
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VESSELS UNDER CAPI TAL LEASE, NET

(in thousands of $) 2000 1999
Cost 109, 500 -
Accunul at ed depreciation (1,113) -
Net book val ue at end of year 108, 387 -

The out standi ng obligations under capital |eases are payabl e
as foll ows:

YEAR ENDI NG DECEMBER 31

(I'N THOUSANDS OF $ AND YEN) (I'N YEN) ($ EQUI VALENT)
2001 1, 203, 000 10, 510
2002 1,217,000 10, 632
2003 1, 231, 000 10, 756
2004 1, 246, 000 10, 883
2005 1, 261, 000 11,012
2006 and | ater 8, 053, 000 70, 350
M ni mum | ease paynents 14,211, 000 124, 143
Less inmputed interest 1, 646, 000 14, 380

Present val ue of obligations
under capital |eases 12, 565, 000 109, 763

I NVESTMENT | N ASSOCI ATED COVPANI ES

At Decenber 31, 2000, the Conpany has the foll ow ng
participation in investnments that are recorded using the
equi ty nethod:

PERCENTAGE
K/'S Rasnussen Teanship A/S |11 35%
K/'S Rasnussen Teanship A/S |1 40%
Front Tobago Inc 40%
Gol den Lagoon Cor porati on 50%
Gol den Fount ai n Cor porati on 50%
Gol den Ti de Corporation 50%
M ddl eburg properties Ltd. 50%
Reese Devel opnent I nc. 50%
Al'liance Chartering LLC 50%

Wth the exception of Alliance Chartering LLC, the equity
nmet hod i nvestees are engaged in the ownershi p and operation
of oil tankers or dry bulk carriers. At Decenber 31, 1998,
the investnent in |1 CB has been included in the restated
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consolidated financial statenments of Frontline as an
i nvest ment in associ ated conpani es.

Summar i sed bal ance sheet information of the Conpany’s equity
met hod i nvestees is as follows:

(I'N THOUSANDS OF $) 2000 1999
Current assets 25,614 24, 164
Noncurrent assets 280, 872 86, 213
Current liabilities 16, 750 28, 302
Non current liabilities 229, 242 59, 109

Summari sed statenent of operations infornmation of the
Conpany’s equity nmethod i nvestees is as foll ows:

(I' N THOUSANDS) 2000 1999 1998
Net operating revenues 54,722 14, 432 50, 100
Net operating incone 32,093 9, 846 43, 934
Net income 43, 843 8, 686 28, 244

DEFERRED CHARGES

Def erred charges represent debt arrangenent fees that are
capitalised and anortised on a straight-line basis to

i nterest expense over the life of the debt instrunent. The
deferred charges are conprised of the followi ng anounts:

(I' N THOUSANDS OF $) 2000 1999
Debt arrangenent fees 12,971 10, 810
Accunul at ed anorti sation (7,135) (6,130)

5, 836 4, 680

OTHER LONG TERM ASSETS

(I' N THOUSANDS OF $) 2000 1999
Long-term debt receivable 38, 533 -
O her 2,590 -

41,123 -

Included in | ong-termdebt receivable are amounts due to the
Conmpany fromthird party entities that own vessels over which
t he Conpany has purchase options or obligations (see Note
11).
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17. GOODW LL

Goodwi Il is stated net of related accunul ated anortisati on as

foll ows:

(I' N THOUSANDS OF %) 2000 1999

Goodwi | | 16, 009 12, 737

Accunul at ed anorti sation (1, 624) (534)
14, 385 12, 203

18. ACCRUED EXPENSES

(I'N THOUSANDS OF $) 2000 1999
Voyage expenses 8, 689 10, 947
Shi p operating expenses 13,631 12, 046
Adm ni strative expenses 786 1,430
I nt erest expense 12, 446 11, 054
Taxes 43 565
O her 5,182 1, 838

40, 777 37, 880

19. DEBT

(I'N THOUSANDS OF $) 2000 1999

US Dol | ar denom nated floating rate

debt (LIBOR + 0.485%to 3.50% due

t hr ough 2013 1, 303, 307 904, 464

Yen denom nated floating rate debt

(LIBOR + 1.30%to 1.50% due

t hrough 2011 136, 172 -

Fi xed rate debt 8.00% due through 2005 93, 250 168, 510
1,532,729 1,072,974

Credit facilities 11, 410 6, 720
Tot al debt 1,544,139 1,079, 694
Less: short-term and current

portion of |ong-term debt (212,767) (116, 814)

1,331,372 962, 880
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The out standi ng debt as of Decenber 31, 2000 is repayabl e as
fol |l ows:

YEAR ENDI NG DECEMBER 31,
(I'N THOUSANDS OF $)

2001 212, 767
2002 231, 811
2003 293, 532
2004 120, 345
2005 107, 783
2006 and | ater 577,901
Tot al debt 1, 544, 139

The wei ghted average interest rate for debt which is

denom nated in US dollars, as of Decenber 31, 2000 was 7.81
per cent (1999 -- 7.17 per cent). The wei ghted average
Interest rate for Yen denom nated debt as of Decenber 31,
2000 was 2.74 per cent.

Certain of the fixed rate debt and the floating rate debt are
coll ateralised by ship nortgages and, in the case of sone
debt, pledges of shares by each guarantor subsidiary. CQur

exi sting financing agreenents inpose operation and financing
restrictions on us which may significantly limt or prohibit,
anong ot her things, our ability to incur additiona

i ndebt edness, create liens, sell capital shares of
subsidi ari es, nake certain investnments, engage in nergers and
acqui sitons, purchase and sell vessels, enter into tine or
consecutive voyage charters or pay dividends without the
consent of our lenders. In addition, our |enders may
accelerate the maturity of indebtedness under our financing
agreenents and forecl ose upon the collateral securing the

i ndebt edness upon the occurrence of certain events of

default, including our failure to conply with any of the
covenants contained in our financing agreenents. Various
debt agreenents of the Conpany contain certain covenants,

whi ch require conpliance with certain financial ratios. Such
ratios include equity ratio covenants, mninmm val ue cl auses,
and m nimum free cash restrictions. As of Decenber 31, 2000
and 1999, the Conpany conplied with the debt covenants of its
vari ous debt agreenents.

The nunber of outstandi ng convertible debenture share
certificates ("Debentures”) in the Conpany’s subsidiary,
Frontline AB, amounted to $nil as of Decenber 31, 2000 and
1999. The face value of each certificate was SEK 10. The
conversion period was from June 25, 1992 to July 30, 1999 and
al | outstandi ng debentures were repaid on loan maturity on
August 24, 1999. The Debentures were convertible into shares
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at a conversion price of SEK 35 per share. Annual interest of
9 per cent was payable annually on June 24 and on the
maturity date

Met rogas Hol di ngs ("Metrogas"), a conpany related to the
Conmpany’ s Chai rman, had out standi ng as of Decenber 31, 1999 a
specific loan of $54.0 million (1999 - $54.0 mllion) (the
"Metrogas Loan") provided to the Conmpany. The Metrogas Loan
was converted to a separate long-termfinancing facility
during 1999, as described bel ow.

As of Decenber 31, 1998, the Conpany did not conply with the
equity ratio covenants in a nunber of the | oan agreenents.
During 1999, nanagenent initiated discussions with the
Conmpany’ s | endi ng banks with the purpose of |owering the
breached covenant requirenments in such | oan agreenents at

| east until January 1, 2001. The requested changes were made
with the intention of making the Conpany’s financing
arrangenents nore flexible in the event of a prol onged
negati ve market scenario, including falling second-hand
prices. Included in the request for changes was a proposal to
subordinate the $89.0 mlIlion | oan Metrogas Loan to | oans

gi ven by the Conpany’s | ending banks. In addition, the
proposal included reclassifying the Metrogas Loan as equity
for the purposes of calculating the Conpany’s equity rati o.

As of July 13, 1999, the discussions with Metrogas and the
Conmpany’ s | endi ng banks were finalised and the Conpany and
Met rogas signed a Subordi nated Convertible Loan Facility
Agreement. Accordingly, the Conpany has recei ved acceptance
of reduced covenant levels fromall but one of the Conpany’s
19 | endi ng banks. This one bank, however, is subject to the
authority of the majority | enders, who have agreed to accept
| oner covenant |evels until January 1, 2001. The

af orenenti oned bank has since been repl aced.

The Metrogas | oan was repaid in three tranches during 1999
and 2000. In Cctober 1999 $35 nillion were converted into
shares in the Conpany; and in February 2000 $30 mllion were
converted into shares in the Conpany, as described in note
21. In August 2000 the remaining $24 mllion plus interest
accrued was repaid.

The acquisition of Gol den Ccean was conducted so that the

| oans hel d by Gol den Ccean’s subsidiaries are non-recourse to
Frontline. This inplies that any guarantees on behalf of a
Gol den Ccean subsidiary are issued only by either by Gol den
OCcean and or other CGolden Ccean subsidiaries. Frontline's
exposure to Golden COcean is therefore limted to $15 mllion
injected as equity, a $50 mllion termloan and a mllion
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20.

revolving credit facility provided by Frontline to Gol den
Ccean.

SHARE CAPI TAL

The issued and fully paid share capital of the Conpany has
been restated for all periods presented to reflect the
Amal ganation as described in Note 1 and the reverse stock
split described bel ow.

Aut hori sed share capital

(in thousands of %) 2000 1999
125, 000, 000 ordi nary shares of $2.50 each
(1999 -- 100, 000, 000) 312,500 250, 000

| ssued and fully paid share capital:

(in thousands of $, except share nunbers) 2000 1999
78, 068, 811 ordi nary shares of $2.50 each
(1999 -- 60, 961, 860) 195,172 152, 405

The Conpany’s ordinary shares are listed on the Gslo Stock
Exchange and the London Stock Exchange. The Conpany’s
ordi nary shares trade on the Nasdaq National Market in the
form of ADSs. Each ADS represents one ordinary share.

O the authorised and uni ssued ordi nary shares at Decenber
31, 2000, 2,591,732 are reserved for issue pursuant to
subscription under warrants which can be exercised at any
time up to May 11, 2001 and 319,000 are reserved for issue
pursuant to subscription under options granted under the
Conmpany’s share option plans. As at Decenber 31, 2000, except
for the shares which would be issued on the exercise of the
warrants and the options, no unissued share capital of the
Conpany is under option or is conditionally or
unconditionally to be put under option.

In connection with the Anal gamati on, at a stockhol der neeting
on May 11, 1998 an increase in the authorised share capital

of the Conmpany to $250, 000, 000, divided into 100, 000, 000

ordi nary shares of $2.50 each, was approved. On May 11, 1998,
t he Conpany issued 44,612,536 shares pursuant to the

Amal gamati on described in Note 1.

On Cctober 19, 1998, at the Annual General Meeting of the
Conpany, the stockhol ders approved a share consolidation of
ten shares of $0.25 par value each to one share of $2.50 par
val ue each. This reverse stock split was effective Cctober
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26, 1998. The nunber of shares authorised, issued and
out st andi ng, earnings per share and share options and
warrants di scl osed have been restated for all periods
present ed accordi ngly.

On August 21, 2000, at the Annual General Meeting of the
Conpany, the stockhol ders approved an increase in the
Conpany’ s aut hori sed share capital from 100, 000, 000 Ordi nary
Shares of $2.50 par val ue each to 125,000,000 O di nary Shares
of $2.50 par val ue each.

On Septenber 30, 1999, the Conpany issued 4,715,000 ordinary
shares in a private placenent with five financia
institutions at NOK 33.00 per share (with gross proceeds of

approximately $20 mllion) to strengthen the equity base of
t he Conpany. Al so on Septenber 30, 1999, $35 million of the
$89 mllion Metrogas subordinated | oan facility was converted

to equity by the issuance of 8,230,000 shares at an issue
price of NOK 33.00 per share. In connection with this
conversion, Metrogas offered $15 mllion of the resulting
ordinary shares to existing Frontline sharehol ders and
war r ant hol ders, excludi ng US persons.

On Decenber 20, 1999 the Conpany issued 1,910,000 ordinary
shares at a price of NOK 37.00 per share in connection with
the acquisition of a Suezmax newbuil ding. Frontline had a one
year call option to buy back 430,000 of these shares for NOK
37.00 per share plus 10 per cent interest per annum
conpensation. In Septenber 2000, Frontline exercised its cal
option and bought back these 430,000 shares. In accordance
with Bernuda | aw, these shares were cancell ed on acquisition
by t he Conpany.

On February 25, 2000, the Conpany issued 3,500,000 ordinary
shares at NOK 57.50 per share in a private placenent to
institutional shareholders. At the sane tine, $30 mllion of
the Metrogas Loan was converted to equity, resulting in the
i ssuance of 4,350,000 ordinary shares at an issue price of
NOK 57.50 per share. In connection with this conversion,

Met rogas offered 2,000,000 of the resulting ordinary shares
to existing Frontline sharehol ders and warrant hol ders,

excl udi ng US persons.

On March 30, 2000 Frontline entered into an agreenent with
Wlh. WIlhelnmsen ASA to buy the two 1993-built VLCCs, Tartar
and Tarim The agreed purchase price of $45 million per ship
was paid by $62 mllion in cash and through the issuance of
2,957,500 Frontline shares. The shares were issued at NOK
80. 00 per share.
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On May 25, 2000 the Conpany issued 3,000,000 ordinary shares
at $10. 15 per share in a private placenent to a group of
international institutional investors. The proceeds of the

i ssue were used to part finance the acquisition of a
newbui | di ng VLCC, subsequently naned Front Ti na.

On June 20, 2000, the Company issued 4,000,000 ordinary
shares at a price of NOK 104.5 per share in a private

pl acenent to a group of international institutiona

I nvestors. Part of the proceeds of the issue were used to
part finance the acquisition of two secondhand Sueznmax
tankers, subsequently naned Front Ardenne and Front Brabant.

On July 17, 2000, the Conpany issued 68, 700 ordi nary shares
in connection with the acquisition of Gol den Ccean Bonds.

On August 31, 2000 and Septenber 15, 2000, the Conpany i ssued
73,529 and 51, 029 ordinary shares respectively, pursuant to
subscriptions under warrants that could be exercised at any
time up to Decenber 31, 2003 (see Note 19).

In the period from Septenber through to the end of Decenber
2000, the Conpany issued a total of 8,211 ordinary shares
pursuant to subscriptions under warrants that can be
exercised at any tinme up to May 11, 2001 (see Note 19).

On Cctober 16, 2000, the Conpany issued 1,245,998 ordinary
shares in connection with the acquisition of Golden Ccean.

I n Decenber 2000, the Conpany bought back and cancelled a
total of 1,719,845 of its ordinary shares in a nunber of
separate market transactions. These share buybacks were nade
within a Board of Directors authority to buy back up to
3,500, 000 ordi nary shares.

On Decenber 6, 1996, the Conpany’s Board of Directors adopted
a Sharehol der Rights Plan (the "Plan"). The Conpany adopted
the Plan to protect sharehol ders against unsolicited attenpts
to acquire control of the Conpany that do not offer an
adequate price to all shareholders or are otherwi se not in
the best interests of the Conpany and its sharehol ders. Under
the Pl an, each sharehol der of record on Decenber 20, 1996
recei ved one right for each ordinary share held, and each
regi stered hol der of outstanding warrants received one right
for each ordinary share for which they are entitled to
subscri be. Each right entitles the holder to purchase from

t he Conpany one-quarter of an ordinary share at an initia
purchase price of $1.50. The rights wll beconme exercisable
and will detach fromthe ordinary shares a specified period
of tinme after any person has becone the beneficial owner of
20 per cent or nore of the Conpany’s ordinary shares.
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21.

| f any person becones the beneficial owner of 20 per cent or
nore of the Conpany’s ordinary shares, each right wll
entitle the hol der, other than the acquiring person, to
purchase for the purchase price, that nunber of ordinary
shares having a nmarket value of up to eight tinmes the

pur chase pri ce.

If, followi ng an acquisition of 20 per cent or nore of the
Conpany’s ordi nary shares, the Conpany is involved in certain
amal gamati ons or ot her busi ness conbi nations or sells or
transfers nore than 50 per cent of its assets or earning
power, each right will entitle the holder to purchase for the
purchase price ordinary shares of the other party to the
transaction having a narket value of up to eight tinmes the
pur chase pri ce.

The Conpany nay redeemthe rights at a price of $0.001 per
right at any tinme prior to a specified period of tine after a
person has becone the beneficial owner of 20 per cent or nore
of its ordinary shares. The rights will expire on Decenber

31, 2006, unless earlier exchanged or redeened.

A nunber of the Conpany’s bank | oans contain a cl ause that
prohi bits dividend paynents w thout the approval fromthe
| endi ng banks.

WARRANTS AND SHARE OPTI ON PLANS

At the effective date of the Anmal gamation, Frontline recorded
warrants to purchase 124,558 shares (restated from 1, 245, 588)
of LOF and options to purchase 288,000 shares (restated from
2,880,000) of LOF. These warrants and share options have been
recorded at fair value, cal cul ated using the Bl ack-Schol es
option pricing nodel, as an adjustnent to the purchase price
on the acquisition of LOF. These warrants entitle the hol der
to subscribe for one ordinary share in the Conpany at a price
of 4.00 pound sterling and are exercisable at any tinme up to
Decenber 31, 2003. During 2000, all of these warrants were
exer ci sed.

Pursuant to the ternms of the Amal ganmati on Agreenent, warrants
to purchase 2,600,000 shares (restated from 26, 000, 000) in

t he Conpany were granted on the date of Amal gamation. These
warrants have been recorded at an estinmated fair val ue at
Novenber 1, 1997 using the Bl ack-Schol es option pricing
nodel . These warrants entitle the holder to subscribe for one
ordinary share in the Conpany at a price of $15.91 and are
exercisable at any tine up to May 11, 2001.
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The foll owi ng sunmari ses the warrant transactions:

NUVBER

OF SHARES

Warrants outstandi ng at Decenber 31, 1998 2,724,558

Exer ci sed -

Warrants outstandi ng at Decenber 31, 1999 2,724,558
Exerci sed or cancell ed

(132, 826)
Warrants outstandi ng at Decenber 31, 2000 2,591, 732

The Conpany has in place a Bernuda Share Option Plan (the
"Berrmuda Pl an") and a United Kingdom Share Option Plan (the
"U K Plan"). Under the terns of the plans, the exercise
price for the share options nmay not be | ess than the average
of the fair market val ue of the underlying shares for the

t hree dealing days before the date of grant. The nunber of
shares granted under the plans may not in any ten year period
exceed 7 per cent of the issued share capital of the Conpany.
No consideration is payable for the grant of an option.

Under the Bernuda Pl an, options may be granted to any
director or eligible enployee of the Conpany or subsidiary.
Options are exercisable for a maxi mum period of nine years
following the first anniversary date of the grant.
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The foll owi ng sunmari ses the share options transactions
relating to the Bernuda Pl an:

(I' N THOUSANDS, EXCEPT PER SHARE DATA)

Opt i ons out st andi ng

Opt i ons out st andi ng
G ant ed
Cancel | ed

Opt i ons out st andi ng
G ant ed
Cancel | ed

at
at

Decenber
Decenber

Decenber

31,
31,

1997
1998

SHARES

V\EI GHTED
AVERAGE
EXERCI SE

PRI CE

14. 45
14. 45

12. 58

PR PAPRPRPR B

Opti ons exerci sabl e
Decenber 31, 1998

Decenber 31, 1999

Decenber 31, 2000

Under the U. K. Pl an,

are only exercisable during the period of seven years
following the third anniversary date of the grant.

options may be granted to any full-tine
director or enployee of the Conpany or subsidiary. Options
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The foll owi ng sunmari ses the share options transactions
relating to the U K Pl an:

(I' N THOUSANDS, EXCEPT PER SHARE DATA) SHARES
VEI GHTED

AVERAGE

EXERCI SE

PRI CE

(in pound

Sterling)

Opti ons out standi ng at Decenber 31, 1997 159 8.61
Exerci sed (D 7.28
Cancel | ed (144) 8. 57

Opti ons out standi ng at Decenber 31, 1998 14 9.11
Exer ci sed - -
Cancel | ed (12) 9.42

Opti ons out standi ng at Decenber 31, 1999 2 7.28
Exer ci sed 2 7.28
Cancel | ed - -

Opti ons exerci sable at:
Decenber 31, 1998 12 9.42

Decenber 31, 1999 - -

The wei ghted average fair value of options granted under the
Bermuda Pl an in the year ended Decenber 31, 2000 was $3. 27.
The fair value of each option grant is estimted on the date
of grant using the Bl ack-Schol es option pricing nodel with
the foll owi ng wei ghted average assunptions used for the grant
in the year ended Decenber 31, 2000: risk free interest rate
of 6.6 per cent; expected life of three years, expected
volatility of 63 per cent, expected dividend yield of zero
per cent.

The options outstandi ng under the Bernuda Pl an as at Decenber
31, 2000 have exercise prices between $5.07 and $13.82 and
out standi ng at Decenber 31, 1999 have exerci se prices between
$5. 32 and $15.00. The options that are not presently

exerci sabl e vest on January 1, 2001. The options outstandi ng
under the Bernuda Plan as at Decenber 31, 2000 have a

wei ght ed average contractual life of 3.1 years.
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22.

At Decenber 31, 2000 there were no options renaining

out standi ng under the U K. Plan. The options outstandi ng
under the U K Plan at Decenber 31, 1999 have an exercise
price of 7.28 pound sterling and a wei ghted average
contractual life of 6.1 years.

The Conpany has recorded no conpensation expense for the

i ssuance of share options. The share options assunmed in
connection with the Amal gamati on with LOF have been treated
as an adjustnent to the purchase price. Had the conpensati on
costs for these plans been determ ned consistent with the
fair value nethod recomended in SFAS 123, the Conpany’s net
i nconme and earni ngs per share woul d have been reduced to the
foll owing pro fornma anounts:

THOUSANDS, EXCEPT PER SHARE DATA) 2000 1999 1998
(restated)
Net i ncone

As reported 313, 867 (86, 896) 31, 853

Pro-forma 313, 818 (87,679) 31, 853
Basi ¢ earnings (loss) per share

As reported $ 4.28 $ (1.76) $ 0.69

Pro-forma $ 4.28 $ (1.77) $ 0.69

Diluted earnings (loss) per share
As reported $ 4.27 $ (1.76) $ 0.69
Pro-form $ 4. :

FI NANCI AL | NSTRUVENTS

| NTEREST RATE RI SK MANAGEMENT

In certain situations, the Conpany nay enter into financia
instrunments to reduce the risk associated with fluctuations
in interest rates. The Conpany has a portfolio of swaps that
swap floating rate interest to fixed rate, which froma

fi nanci al perspective hedge interest rate exposure. The
Conmpany does not hold or issue instruments for specul ative or
tradi ng purposes. The counterparties to such contracts are
The Chase Manhattan Bank, Citibank N A, Christiania Bank og
Kredi tkasse, Credit Agricole Indosuez, Deutsche Schiffsbank
AG, M dl and Bank and Skandi navi ska Enski | da Banken. Credit
risk exists to the extent that the counterparties are unable
to performunder the contracts.

The Conpany nanages its debt portfolio with interest rate
swap agreenents in U S. dollars to achieve an overall desired
position of fixed and floating interest rates. The Conpany
has entered into the following interest rate swap
transactions invol ving the paynent of fixed rates in exchange
for LIBOR
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PRI NCI PAL | NCEPTI ON MATURI TY FI XED
DATE DATE | NTEREST
RATE
(I'N THOUSANDS OF $)
$50, 000 February 1998 February 2003 5.685%
$25, 000 August 1998 August 2003 5. 755%
$25, 000 August 1998 August 2003 5. 756%
$50, 000 February 1998 February 2003 5.775%
$50, 000 March 1998 February 2003 5.885%
$35, 532 reduci ng
quarterly to $34,051 WMy 1997 May 2001 6. 840%
$14, 000 reduci ng
sem -annual ly to
$13, 000 Sept enmber 1996 Novenber 2001 6.790%
$59, 845 March 1998 March 2006 7.290%
$64, 099 Sept ember 1998 August 2008 7.490%

As at Decenber 31, 2000, the notional principal anmounts

subj ect to such swap agreenents was $373, 476, 000 (199
$293, 672, 000) .

FOREI GN CURRENCY RI SK

9 -

The majority of the Conpany’s transactions, assets and
liabilities are denomnated in U S. dollars, the functiona

currency of the Conpany. Certain of the Conpany’s

subsidiaries report in Sterling, Swedish kronor or Norwegi an

kroner and risks of two kinds arise as a result: a
transaction risk, that is, the risk that currency

fluctuations will have a negative effect on the value of the
Conmpany’s cash flows; and a translation risk, the inpact of
adverse currency fluctuations in the translation of foreign

operations and foreign assets and liabilities into U.

S.

dollars for the Conpany’s consolidated financial statenents.
Certain of the Conpany’s subsidiaries have Yen denoni nat ed
| ong-term debt of Yen 15,587, 000,000 and charter contracts
denom nated in Yen with contracted paynents as set forth in

note 7. There is a risk that currency fluctuations w

have

a negative effect on the value of the Conpany’s cashfl ows.

The Conpany has not entered into derivative contracts for
such

either transaction or translation risk. Accordingly,

ri sk may have an adverse effect on the Conpany’s fi nanci al

condition and results of operations.

FORWARD FREI GHT CONTRACTS

The Conpany nay enter into forward freight contracts in order
to manage its exposure to the risk of novenents in the spot
market for certain trade routes. Market risk exists to the
extent that spot market fluctuations have a negative effect
on the Conpany’s cash flows and consolidated statenents of

oper ati ons.
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FAI R VALUES
The carrying value and estinmated fair value of the Conpany’s
financial instruments at Decenber 31, 2000 and 1999 are as

foll ows:
2000 2000 1999 1999
(I' N THOUSANDS OF $) CARRYING FAIR CARRYING FAIR
VALUE VALUE VALUE VALUE
Non- Deri vati ves:
Cash and cash
equi val ent s 103, 514 103, 514 65, 467 65, 467
Restricted cash 12, 580 12, 580
Mar ket abl e securities 3,713 3,713 10, 867 10, 867
Short-term debt 212, 767 212,767 116,814 116,814
Long-t er m debt 1,331,372 1,331,372 962,880 962,880

Derivati ves:
I nterest rate swap

transacti ons - (210) - 5,787
Forward freight contracts - - - -
The carryi ng val ue of cash and cash equival ents, which are
highly liquid, is a reasonable estinmate of fair val ue.

The estimated fair value of marketable securities is based on
the quoted market price of these or simlar instrunents when
avai l able. The estimated fair value for long-termdebt is
consi dered to be equal to the carrying value since it bears
variable interest rates which are reset on a quarterly basis.

Fair value of interest rate swaps is estimated by taking into
account the cost of entering into interest rate swaps to
of fset the Conpany’s outstandi ng swaps.

Fair value of forward freight contracts is estimted by
taking into account the cost of entering into forward freight
contracts to offset the Conpany’s outstanding contracts.

CONCENTRATI ON OF RI SK

There is a concentration of credit risk with respect to cash
and cash equivalents to the extent that substantially all of
the amounts are carried with the Bank of America N A,

Skandi navi ska Enski | da Banken, Nordl andsbanken, Den norske
Bank and Christiani a Bank og Kreditkasse. However, the
Conpany believes this risk is renote as these banks are high
credit quality financial institutions.

The majority of the vessels’ gross earnings are receivable in

US. dollars. In 2000, 1999 and 1998, no custoner accounted
for nore than 10 per cent or nore of freight revenues.
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RELATED PARTY TRANSACTI ONS

Managenent believes transactions with related parties are
under terns simlar to those that would be arranged with
ot her parti es.

During 1996, 1997 and January 1998, Frontline received
options to assunme newbuil ding contracts for the construction
and purchase of five Suezmax tankers at the Hyundai Heavy

I ndustries Co. Ltd. shipyard in South Korea for delivery in
1998 and 2000 from singl e-ship owni ng conpani es (the "Suezmax
Newbui | di ng Conpani es") affiliated with Henen Hol di ng Ltd.
("Hemen"). Hemen is the Conpany’s | argest shareholder and is
indirectly controlled by M. John Fredriksen, Chairmn and
Chi ef Executive Oficer of the Conpany. The first three of
the Suezmax tankers were delivered during 1998. The renai ni ng
two vessels were delivered in February and April, 2000.

During 1997, Frontline received options to assune from ot her
Henen affiliated parties, five newbuilding contracts for the
construction and purchase of five VLCC tankers. These options
were exercised in March 1998. The first two VLCC newbui |l di ngs
were delivered in 1998, the third in January 1999 and the
remai ning two were delivered in md 1999.

In May 1998, the Conpany acquired control of three shi powni ng
and/ or | easing structures which are organised in a non-
recourse entity, Independent Tankers Corporation ("ITC'). The
Conpany acquired I TC for $9.5 mllion. The Conpany’s

i nvestnment in | TC was subsequently sold to Henmen for $9.5
mllion with effect fromJuly 1, 1998. The acquisition and
sale of ITC are treated as occurring on the sanme date for
accounting purposes as a result of the common control

rel ati onshi p between the Conpany and Henmen. The results of

| TC are therefore not consolidated in the Conpany’s financi al
statenents for any period in 1998. The Conpany has renai ned
as the manager of the underlying assets and has received a
five year fair value call option to buy back ITC

In June 1998, the Conpany obtained a | oan of $87.5 mllion
from Metrogas, the Metrogas Loan, to finance the acquisition
of the five VLCC newbuil ding contracts descri bed above. This
| oan bears interest at the rate of 6.75 per cent per annum
At Decenber 31, 1998, an anmount of $89 mllion was
outstanding in respect of the Metrogas Loan, including

i nterest accrued thereon. In the year ended Decenber 31,
1998, the Metrogas Loan bore interest at the rate of 6.75 per
cent. Interest expense recorded by the Conpany in 1998 in
respect of this |oan was $3, 780, 772. On Septenber 30, 1999,
$35 mllion of the $89 mllion Metrogas Loan was converted to
equity by the issuance of 8,230,000 shares at an issue price

F- 48



<PAGE>

of NOK 33.00 per share. 1In connection with this conversion,
Metrogas offered $15 million of the resulting ordinary shares
to existing Frontline sharehol ders and warrant hol ders,

excl uding US persons. In connection with this secondary
offering by Metrogas, Frontline bore costs of the offering of
$15, 000. At Decenber 31, 1999, an anount of $56.7 mllion was
outstanding in respect of the Metrogas Loan, including

i nterest accrued thereon. On February 25, 2000, $30 mllion
of the Metrogas Loan was converted to equity, resulting in

t he i ssuance of 4,350,000 ordinary shares at an issue price
of NOK 57.50 per share. In connection with this conversion,
Met rogas of fered 2,000,000 of the resulting ordinary shares
to existing Frontline sharehol ders and warrant hol ders,

excl udi ng US persons. |In August 2000, the outstanding
princi pal amount of $24.0 on the Metrogas Loan was repaid in
full,.together with $4.3 mllion accrued thereon. In the
years ended Decenber 31, 2000 and 1999, the Metrogas Loan
bore interest at the rate of 8.0 per cent and the Conpany
incurred interest costs of $1.6 mllion and $5.4 mll1on,
respectively, of which $2.7 mllion was expensed in 1999.

In addition to the | ending arrangenment descri bed above, Henen
affiliated parties have, during 1998 and 1999, provided

addi tional short termfinancing to the Conpany. Such
financing bore interest a rate of between 6.75 and 8.8 per
cent per annumin 2000 and 6.75 per cent in both 1999 and
1998. Interest expense recorded by the Conmpany in 2000 in
respect of such financing was $1, 095, 380 (1999 - $428, 291,
1998 - $550, 803).

I n Septenber 2000 Frontline acquired a 1993-built VLCC, which
was naned Front Ace froma conpany affiliated with Henen.
This vessel was acquired for a price of $53 mllion which was
based on three independent valuations less a $1 nmillion

di scount conpared to apprai sed market val ue.

On Decenber 5, 2000, a subsidiary of Frontline nade a short-
termloan of $20 mllion to Wirld Shipholding Ltd., a conpany
affiliated with Henen. This |loan was repaid in full on
February 6, 2001 together with fees and interest of $349, 680,
of which $115, 000 was recorded by the Conpany in 2000 and
$234,680 will be recorded in 2001.

On Decenber 28, 2000, the Conpany and Overseas Shi phol di ng
Goup Inc. (OSG entered into an agreenent with Gsprey
Maritime Ltd. (OCsprey) to acquire the two VLCCs Col ar

Edi nburgh and Gol ar Dundee. The agreenent was signed on
behal f of a joint venture conpany to be owned 50.1 per cent
by the Conpany and 49.9 per cent by OSG The purchase price
for the vessels, which were delivered in the first quarter of
2001 was $53 million each. At Decenber 31, 2000, Wrld
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Shi phol ding Ltd. held nore than 50 per cent of the shares in
Csprey. In February, 2001, World Shipholding Ltd. took
control of Gsprey.

ACQUI SI TI ONS

On Cct ober 10, 2000, Frontline took control of Golden Ccean
pursuant to a Plan of Reorgani sation (See Note 1). The total
acqui sition price paid, including anounts paid to settle

al l owed cl ai ms, was approxi mately $63.0 mllion, including

1, 245,998 shares issued at a price of $15.65 per share. The
cash conponent of the acquisition was funded primarily from
wor ki ng capital. The acquisition of Golden Ocean has been
accounted for using the purchase nethod. Prior to the

ef fective date of acquisition, Golden Ccean adopted fresh-
start reporting in accordance with the provisions of

St at enent of Position 90-7 "Financial Reporting by Entities

i n Reorgani zati on Under the Bankruptcy Code" ("SOP 90-7").
The application of the provisions of SOP 90-7 resulted in the
preparati on of a reorgani sed bal ance sheet at October 10,
2000, concurrent with the energence from bankruptcy
protection. The difference between the purchase price and the
net assets acquired, has been recorded as goodwi ll. This
goodwi I | is being anortised over the average renamining life
of the identifiable |Iong-termassets acquired which is
approxi mately 22 years.

In Septenber 1999, Frontline acquired shares in |ICB
sufficient to provide voting control of the conmpany. This
acquisition foll owed a tender offer which commenced in

Sept enber, 1997 and further acquisitions of I1CB Shares in
1998 and in the first half of 1999 (see Note 1). The
acquisition of 1CB was primarily funded by | oans from Chase.
The investnent in ICB in 1997 and 1998 was originally
accounted for as an avail abl e-for-sale security in accordance
with SFAS 115. Followi ng Frontline obtaining control of 1CB,
the financial statenents for 1997 and 1998 have been restated
and the investnent accounted for using the equity method. The
results of | CB have been consolidated with effect from
January 1, 1999. For the period fromthe initial acquisition
of 1CB Shares in 1997 to Septenber 30, 1999, the principles
of step-by-step acquisition accounting have been applied. At
each step of the acquisition, the purchase price has been

all ocated to the net assets acquired based on their estimted
fair values. The difference between the purchase price at
each step, and the net assets acquired, has been assigned to
the identifiable |ong-termassets of |ICB or has been recorded
as goodwi I |, as appropriate.

Ef fecti ve Novenber 1, 1997, Frontline acquired 79.74 per cent
of the outstanding Ordinary Shares of LOF for approximately
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$93.5 mllion in cash (see Note 1). The acquisition was
primarily funded by a | oan from Chase. In 1997, the results
of LOF were consolidated with effect fromthe date of

acqui sition. The acquisition has been accounted for using the
pur chase net hod of accounting. Accordingly, the total
purchase price has been allocated to the net assets acquired
based on their estimated fair values. The difference between
the total purchase price and net assets acquired was deducted
fromthe assigned value of the three Sueznax vessel s which
conprise the identifiable |Iong-termassets of LOF. The
subsequent gain realised on the sale of LOF s Panamax tankers
was reflected as an adjustnent to the purchase price.

The follow ng table reflects unaudited pro-form conbi ned
results of operations of the Conpany on the basis that the
acqui sitions of ICB had taken place at January 1, 1998:

(I' N THOUSANDS OF $, EXCEPT PER SHARE DATA) 1998
Net operating revenues 316, 910
Net income 52, 099
Basi ¢ and dil uted earnings per share 1.13

I n managenent’s opinion, the adoption of fresh-start
accounting in the financial statenments of Gol den Ccean neans
that any presentation of unaudited pro-forma conbined results
of operations would not provide any neani ngful information to
the readers of these financial statenments and no presentation
has been nade accordingly. In managenent’s opinion, the
unaudi ted pro-forma conbined results of operations are not

i ndi cative of the actual results that woul d have occurred had
the acquisition of |ICB been consummated at the begi nning of
1998 or of future operations of the conbi ned conpani es.

COW TMENTS AND CONTI NGENCI ES
Asset s Pl edged

(I' N THOUSANDS OF $) 2000 1999
Shi p nortgages 1, 569, 848 1, 001, 669
Restricted bank deposits 12,580 800

1,582, 428 1, 002, 469

O her Contractual Conmitnents

When newbui |l ding contracts were executed for the tankers
Front Mel ody, which was sold in 1992, and Front Rhapsody,

whi ch was sold in 1993, Frontline also signed an agreenent to
finance a peseta denonminated |oan in a foreign bank. Under
the agreenents, Frontline was required to make a peseta
denom nated deposit in the sanme bank. The deposits were being
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used to fulfil the paynent commtnents on the | oan
agreenents. The deposits carried a higher interest rate than
the loans. In 2000 this arrangenent expired. The bal ance of
the deposits at Decenber 31, 1999 was $0.1 nmillion. These
bal ances were contractual commtnents, since the Conpany’s
only risk was the interest rate gap between | oans and

deposi ts.

The Conpany insures the legal liability risks for its
shipping activities with Assuranceforeni ngen SKULD, Sveriges
Angfartygs Assurans Forening (The Swedi sh Cub), and the

Uni ted Ki ngdom Mutual Steanship Assurance Associ ation
(Berrmuda), all mutual protection and i ndemity associ ations.
As a menber of these nutual associations, the Conpany is
subject to calls payable to the associations based on the
Conpany’s clains record in addition to the clains records of
all other nmenbers of the associations. A contingent liability
exists to the extent that the clainms records of the menbers
of the associations in the aggregate show significant
deterioration, which result in additional calls on the
menbers.

The Conpany’s subsidiary, Golden Ccean G oup Linmted, has
guaranteed the yen and dollar |ong-term borrow ngs of
associ at ed conmpani es for amounts of Yen 17,152, 359, 010, which
is equivalent to $149, 841,522, and $25,074, 130 at Decenber
31, 2000.

Certain of the Conpany’s subsidiaries have contractua
commtrments to participate in the profits and | osses of the
time charterer’s subcharters of the vessel Channel Poterne
and in the profits only of the vessels New Vanguard, New

Vi sta, Channel Alliance and Gol den Victory. An associ ated
conmpany participates in the tinme charterer’s profits and

| osses on subcharters of the vessel Pacific Lagoon. Another
associ ated conmpany participates in the charterer’s profits on
subcharters of the vessel New Circassia. Revenues or expenses
arising fromthese arrangenents have been accrued to the

bal ance sheet date.

The charterers of certain of the Conpany’s vessels have
contractual rights to participate in the profits on sale of
those five vessels. |In the case of the Channel Poterne,
Channel Alliance and Cos Hero, the charterer is entitled to
50% of the profit realised on any qualifying sale. The
Channel Alliance may only be sold if the profit fromthe sale
will exceed $1.0 mllion. The Cos Hero may only be sold if
the profit fromsale will exceed $3.0 million. Profit is
defined as sale proceeds | ess debt outstanding in the

rel evant profit share agreenents. |f the New Vanguard or New
Vista are sold, the charterer is entitled to claimup to $1
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mllion to cover |osses incurred on subcharters of the
vessel. These vessels may only be sold after the second

anni versary of delivery. Any renmaining profit is to be split
60:40 in favour of the owner.

Certain charterers of the Conpany’s vessels hold purchase
options denoninated in yen to purchase the Channel Poterne,
Gol den Dai sy, Gol den Rose, Gol den Al oe, Gol den Protea, Gol den
Di sa, Golden Nerina and Navix Astral. Al of the purchase
options reduce on a sliding scale over the termof the
related charter and are at strike prices which are in excess
of the related debt on the vessel. The option to purchase the
Channel Poterne is exercisable at any tine. Al other options
are exercisable at any tine after the end of the seventh year
of the charter. The Col den Dai sy and Gol den Rose are owned by
associ at ed compani es.

SUPPLEMENTAL | NFORVATI ON

Non- cash investing and financing activities included the
fol | ow ng:

THOUSANDS OF $) 2000 1999 1998
(restated)
Unreal i sed appreciation
(depreciation) on investnents
Recorded directly to equity 295 (2,843) (3,013

In connection with purchase of
fi xed assets:
Shar es i ssued 28, 000 9, 000 -

Acqui sition of businesses:
Assets acquired, including

goodwi | | 533, 685 652, 008 -
Liabilities assuned and

i ncurred 470, 674 391, 257 -
Conversion of equity nethod

i nvestnent in |ICB - 236, 051 -
Mnority interest recorded - 150, 700
Shares i ssued 20, 350 - -

SUBSEQUENT EVENTS

In February 2001, Frontline entered into five newbuil ding
contracts. Two Suezmaxes were ordered with the Sasebo

Shi pyard in Japan for delivery in August and Cctober 2001,
and three VLCCs were ordered with Hitachi for delivery in
April, August and Cctober 2002. The total newbuil di ng project
wi Il have a cost of approximately $330 million. The three
VLCC contracts were negotiated and entered into by Seatankers

F- 53



<PAGE>

Managenent Co. Ltd., an affiliated party of Henmen. Seatankers
has through historic ties a very close relationship with
Hitachi. The contracts were transferred to the Conpany based
on a contract price of $72.5 mllion per vessel plus

techni cal extras of approximately $1.2 mllion.

On March 14, 2001 the Company announced that it intends to
apply for listing of its ordinary shares on the New York
St ock Exchange. Concurrently with an NYSE |isting,
Frontline’s ADRs will no |onger be traded on the Nasdag
Nati onal Market.

On March 20, 2001 the Company announced that it had entered
into Menoranda of Agreenent to sell two 1993 built VLCC,
Front Tartar and Front Tarimfor a total price of $104
mllion. The Front Tartar was delivered to the purchaser on
April 24, 2001 and the Front Tarimon April 26, 2001.

In the period fromJanuary 1, 2001 to May 31, 2001 the
Conmpany bought back 1,587,300 of its own shares. Warrants to
acquire 416,555 shares were exercised during this period and
t he Conpany bought warrants to acquire approximtely
2,065,015 of its shares. Al renmining outstanding warrants
expired on May 11 2001. At May 31, 2001 77,012,566 ordinary
shares of the Conpany were outstanding.

On April 23, 2001, Frontline announced an offer for all of

t he shares of Mosvold Shipping Limted ("Msvold"), a Bernuda
conmpany whose shares are |isted on the Gsl o Stock Exchange.
Through a conbi nati on of shares acquired and acceptances of
the offer, as at May 31 2001, Frontline controlled 97 per
cent of the shares of Msvold. Mdsvold owns two mid-70s built
VLCCs and three newbuil ding contracts for VLCCs to be
delivered, one in each of 2001, 2002 and 2003.

On May 8, 2001, the Conpany announced a dividend of $1.00 per
share, payable to hol ders of record as of May 21, 2001. The
di vi dend was paid on June 7, 2001.

On May 14, 2001 the Conpany announced that it had entered
into a Menorandum of Agreenment to sell the 2000-built Suezmax
tankers, Front Archer. The vessel is expected to be delivered
to the buyer in July or August 2001.

In May 2001, the Conpany issued NOK 330 million ($36 mllion)
i n comrercial paper. The proceeds were used to part finance
the retirenent of sone yard debt with a nom nal val ue $50. 75
mllion. The Conpany has hedged the NOK exposure. The
commerci al paper has 6 and 12 nonths maturity, and given the
hedgi ng interest is at Libor plus a margin.
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On June 5, 2001, the Conpany announced that it would
participate with a 33 per cent interest in a consortium
which wll be established to buy 4 VLCCs from Bergesen for a
total price of $321 mllion. The remaining interest in the
joint venture will be taken up by other partners in the
Tankers International Pool. The ships will be financed

t hrough the joint venture.
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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 sed.

Frontline Ltd.

(Regi strant)
Dat e June 13, 2001 By /s/ Kate Bl ankenship

Kat e Bl ankenship
Conpany Secretary
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