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Cautionary Statement Regarding Forwarc-Looking Statements

This report includes assumptions, expectationgeptions, intentions and beliefs about future esefihese statements are intended as
"forward-looking statements". We caution that agstioms, expectations, projections, intentions aglieks about future events may and often
do vary from actual results and the differenceslmmaterial.

All statements in this document that are not statasiof historical fact are forward-looking statense Forward-looking statements include,
but are not limited to, such matters as:

o future operating or financial results;

o statements about planned, pending or recentsitiqns, business strategy and expected capitaldspg or operating expenses, including
drydocking and insurance costs;

o statements about crude oil and refined petrolproducts tanker shipping market trends, includingrter rates and factors affecting supply
and demand;

o our ability to obtain additional financing;
0 expectations regarding the availability of vess®uisitions; and
o anticipated developments with respect to penlifiiggtion.

The forwardlooking statements in this report are based upowsassumptions, many of which are based, in tyson further assumptior
including without limitation, management's examioatof historical operating trends, data contaiimedur records and other data available
from third parties. Although TOP Tankers Inc. bedie that these assumptions were reasonable whes machuse these assumptions are
inherently subject to significant uncertainties aodtingencies which are difficult or impossiblepi@dict and are beyond our control, TOP
Tankers Inc. cannot assure you that it will achievaccomplish these expectations, beliefs or ptimes described in the forward looking
statements contained in this report.

Important factors that, in our view, could caustiakresults to differ materially from those dissed in the forward-looking statements
include the strength of world economies and cuiem@eneral market conditions, including changesharter rates and vessel values, failure
of a seller to deliver one or more vessels, failfra buyer to accept delivery of a vessel, ingbtth procure acquisition financing, default by
one or more charterers of our ships, changes iraddrfor crude oil, refined petroleum products, éffect of changes in OPEC's petroleum
production levels, worldwide crude oil consumptanrd storage, changes in demand that may affetdst of time charterers, scheduled and
unscheduled drydocking, changes in TOP TankersImoyage and operating expenses, including bupess, dry-docking and insurance
costs, changes in governmental rules and regutatmuding requirements for double-hull tankersctions taken by regulatory authorities,
potential liability from pending or future litigatn, domestic and international political conditippstential disruption of shipping routes due
to accidents, international hostilities and patitievents or acts by terrorists.

When used in this document, the words "anticipatstimate,” "project," "forecast, will,

reflect forward-looking statements.

plan," "potéadt may," "should," and "expect"



PART |
ITEM 1. Identity Of Directors, Senior Management ard Advisers
Not Applicable.
ITEM 2. Offer Statistics and Expected Timetable
Not Applicable.
ITEM 3. Key Information

Unless the context otherwise requires, as usddsnéport, the terms "Company,” "we," "us," andraefer to TOP Tankers Inc. and all of
its subsidiaries, and "TOP Tankers Inc." refery @alTOP Tankers Inc. and not to its subsidiaWgs.use the term deadweight, or dwt, in
describing the size of vessels. Dwt, expressedétriotons each of which is equivalent to 1,000dibms, refers to the maximum weight of
cargo and supplies that a vessel can carry.

Selected Financial Data

The following table sets forth the selected histarconsolidated financial data and other operadaig of TOP Tankers Inc. as of December
31, 2001, 2002, 2003 and 2004 and for the foursyeaded December 31, 2004. The following infornragibould be read in conjunction with
Item 5 "Operating and Financial Review and Progjeand the consolidated financial statements aladee notes included herein. The
following selected consolidated financial data @H Tankers Inc. in the table are derived from amsolidated financial statements and n
thereto which have been prepared in accordancelWihgenerally accepted accounting principles (&SAP") and have been audited for
the years ended December 31, 2001, 2002, 200308/ Ernst & Young (Hellas) Certified Auditors éauntants S.A ("Ernst & Young"),
independent registered public accounting firm. Vileehnot included selected financial informatiorofand for the year ended December 31,
2000, due to the unreasonable effort and expengeepairring such information.

Year Ended Dece mber 31,
Dollars in thousands, except per share data and 2001 2002 2003 2004
average daily results
INCOME STATEMENT DATA
VOyage reVENUES.......c.ceeveeveerreraneeaeens $13,344 $11,426  $23 ,085  $93,829
Voyage expenses............. . 4,413 3,311 5 ,937 16,898
Vessel operating eXpenses.............cceeeue.. 3,345 4,553 8 ,420 16,859
General and administrative expenses(1)........... 455 816 1 ,815 8,579
Foreign currency (gains) losses, net............. 3) 62 105 75
Gain on sale of vessels...........c..c..... - - - 638
Depreciation and amortization 1,337 2,390 4 ,203 14,622
Total operating expenses. 9,547 11,132 20 ,480 56,395
Operating income.......... 3,797 294 2 ,605 37,434
Net interest expense............ 749 987 1 ,335 4,720
Other income (expense), Net...................... (1,271) 894 364 80
NEet INCOME....cvvviiieiiecieeceeee e $1,777 $201 $1 634 $32,794
Basic and diluted earnings per share(2).......... $0.30 $0.03 $ 0.27 $2.54
Weighted average basic and diluted shares outstandi ng(2) 6,000,000 6,000,000 6,000 ,000 12,922,449
Dividends paid per share(2).........ccccceeuueene $0.08 $0.14 $ 0.10 $0.39
BALANCE SHEET DATA, at end of period
Current assets, including cash and cash equivalents ... $2,778 $845 $4 ,862  $141,051
Total aSSetS.....uuuuveiieiiiiiiieeieeeeeeeens 18,573 33,474 55 ,703 539,886
Current liabilities, including current portion of | ong-term debt 3,387 4,390 9 ,008 42,811
Total long-term debt, including current portion.. 9,914 22,875 34 ,403 194,806
Stockholders' equity........ccccevveveeiiinenns 7,136 8,772 16 ,319 321,809
OTHER FINANCIAL DATA
EBITDA(3)..cceeeieeieeiieee s siie e $3,863 $3,578 $7 172 $52,136
FLEET DATA
Total number of vessels at end of period......... 2.0 3.0 5.0 15.0
Average number of vessels(4)........cccveennnes 2.0 2.9 4.4 9.6
Total voyage days for fleet(5)..... . 730 961 1 ,517 3,215
Total time charter days for fleet.. - 160 543 1,780
Total spot market days for fleet.. 730 801 974 1,435
Total calendar days for fleet(6)... 730 1,042 1 ,609 3,517
Fleet utilization(7)..........ccceeeveevveennnnnn 100.0% 92.2% 94.3% 91.4%
AVERAGE DAILY RESULTS
Time charter equivalent(8)...........c.ccc.c..... $12,234 $8,444  $11 304 $23,929
Vessel operating expenses(9).........cccveeeunns 4,582 4,369 5 ,233 4,794

General and administrative expenses(10).......... 623 783 1 ,128 2,439



Total vessel operating expenses(11).............. 5,205 5,152 6 ,361 7,233

(1) We did not pay any compensation to membersipsenior management or our directors in the yeadged December 31, 2002 and
December 31, 2003. During 2004, we paid to the negmbf our senior management and to our directpgsegate compensation of
approximately $4.4 million.

(2) After giving effect to a stock dividend effedtin May 2004 and our initial public offering inlgi2004. All share and per share amounts
have been restated to reflect the retroactive effethe stock dividend.

(3) EBITDA represents earnings before interestesadepreciation and amortization. EBITDA doesraptesent and should not be
considered as an alternative to net income or ltaghfrom operations, as determined by GAAP, andaalculation of EBITDA may not be
comparable to that reported by other companiesTBBIis included in this report because it is a bagion which we assess our liquidity
position and because we believe that it presemfsibimformation to investors regarding our abilibyservice and/or incur indebtedness.

The following table reconciles net cash from ogdagpactivities, as reflected in the consolidatedesnents of cash flows, to EBITDA:

Year Ended Decem ber 31,

2001 2002 2 003 2004
Dollars in thousands
Net Cash from Operating Activities................ ... $5,201 $2,409 $4, 930 $28,601
Net increase (decrease) in current assets......... . e (569) 214 1, 768 23,764
Net increase in current liabilities, excluding
current portion of long-term debt.............. .~ ... (199) (381) (3, 154) (12,197)
Gain on sale of vessels................... - e - - - 638
Payments for drydocking costs.........cceeeeeeeee L - 510 2, 414 7,365
Write-off of a related party receivable.......... . .. (1,288) - -
Net interest eXpense.....cccccvveevcveevcces i 749 987 1, 335 4,720
Amortization and write-off of deferred financing c osts......... (31) (161 ( 121)  (755)
EBITDA. ..ot e, $3,863 $3,578 $7, 172 $52,136

(4) Average number of vessels is the number ofelsdbat constituted our fleet for the relevanigubras measured by the sum of the number
of days each vessel was a part of our fleet duhiegoeriod divided by the number of calendar daythat period.

(5) Total voyage days for fleet are the total déngsvessels were in our possession for the relgpeidd net of off hire days associated with
major repairs, drydockings or special or intermedgurveys.

(6) Calendar days are the total days the vessels weur possession for the relevant period incgaff hire days associated with major
repairs, drydockings or special or intermediate/sys.

(7) Fleet utilization is the percentage of timetthar vessels were available for revenue generatiygge days, and is determined by dividing
voyage days by fleet calendar days for the releparibd.

(8) Time charter equivalent, or TCE, is a meastita®average daily revenue performance of a vessal per voyage basis. Our method of
calculating TCE is consistent with industry stamidaand is determined by dividing net voyage revdnueoyage days for the relevant time
period. Net voyage revenues are voyage revenuassmyage expenses. Voyage expenses primarilystasfgport, canal and fuel costs that
are unique to a particular voyage, which would otliee be paid by the charterer under a time chadstract, as well as commissions. The
following table reflects calculation of the TCEIl(@mounts are expressed in thousands of U.S. dp#acept for Average Daily Time Charter
Equivalent amounts and Total Voyage Days):

Year Ended December 31,

2001 2002 2003 2004
Dollars in thousands, except average daily results
VOoyage reVENUES.......cccceevueeaiiiasieaeneees i, $13,344 $11,426 $23,085 $93,829
Less:
Voyage eXPenSesS....cccceveeeeeeveeienceeeee i, (4,413) (3,311) (5,937) (16,898)
Time charter equivalent revenue.............. ... $8,931 $8,115 $17,148 $76,931
Total voyage daysS.......ccccoeevvevcccceeeee 730 961 1,517 3,215
Average Daily Time Charter Equivalent....... ... $12,234  $8,444 $11,304 $23,929

(9) Daily vessel operating expenses, which includess costs, provisions, deck and engine storésicliting oil, insurance, maintenance and
repairs is calculated by dividing vessel operairgenses by fleet calendar days for the relevar eriod



(10) Daily general and administrative expensesaleulated by dividing general and administratixpenses by fleet calendar days for the
relevant time period.

(11) Total vessel operating expenses, or TVOE neeasurement of our total expenses associatedpétating our vessels. TVOE is the s
of vessel operating expenses and general and adrative expenses. Daily TVOE is calculated bydlivg TVOE by fleet calendar days for
the relevant time period.

Capitalization and Indebtedness

Not Applicable.

Reasons for the Offer and Use of Proceeds
Not Applicable.

Risk Factors

The following risks relate principally to the indgsin which we operate and our business in gendéra} of the risk factors could materially
and adversely affect our business, financial comibr operating results and the trading pricewf@mmon stock.

Additional risks and uncertainties that we areawére of or that we currently believe are immatenay also adversely affect our business,
financial condition, liquidity or results of opeia.

Risks Related to Our Industry

The volatile nature of the international tankerustly, which reached historic high levels overpast two years, may lead to significant
changes in charter rates and vessel values thatthaysely affect our earnings

The international tanker industry is volatile witignificant changes in profitability, charter ratesd vessel values. Recent fluctuations atte
this volatility in this industry. Over the past twears, charter rates fluctuated while reachinglatime high. Because many factors that may
influence the supply of, and demand for, vessehcity are unpredictable, the timing, direction @edree of changes in the international
tanker industry is also not predictable.

The degree of charter rate volatility among différgypes of tankers has varied widely. Although fheet deployment strategy may limit our
exposure, we are nonetheless exposed to changpsetinates for tankers and such changes may affie@arnings and the value of our
vessels at any given time.

The international tanker industry has experiendstbhically high charter rates and vessel valugbénrecent past and there can be no
assurance that these historically high chartesratel vessel values will be sustained

During the past two years, charter rates and vesseés for tankers reached all-time highs. Tharelze no assurance that these high charter
rates and vessel values will be sustained.

The factors affecting the supply and demand fokees) charter rates and vessel values are outme @ontrol, and the nature, timing and
degree of changes in the conditions of the indwsteyunpredictable. Factors that influence demantahker capacity include:

o demand for refined petroleum products and cruigle o
o changes in crude oil production and refining citga

o the location of regional and global crude oiiniefg facilities that affect the distance that nefil petroleum products and crude oil are to be
moved by sea;

o global and regional economic and political coindi;
o developments in international trade;
o changes in seaborne and other transportatioerpattincluding changes in the distances over wtéchoes are transported,;

o environmental and other regulatory developme



o currency exchange rates; and

o weather.

The factors that influence the supply of oceange®sgsel capacity include:

o the number of newbuilding deliveries;

o the scrapping rate of older vessels;

o the price of steel,

o changes in environmental and other regulatioasrttay limit the useful lives of vessels;
o port or canal congestion;

o the number of vessels that are out of service; an

o changes in global crude oil production.

If we violate environmental laws or regulationg tiesulting liability may adversely affect our dags and financial condition

Our operations are subject to extensive regulat&signed to promote tanker safety, prevent oilspitd generally protect the environment.
Local, national and foreign laws, as well as in&tional treaties and conventions, can subject usaterial liabilities in the event that there is
a release of petroleum or other hazardous substdirora our vessels.

For example, the United States Oil Pollution AcfL8B0, or OPA, provides that owners, operatorstamdboat charterers are strictly liable
the discharge of oil in U.S. waters, including 8@ nautical mile zone off the U.S. coasts. OPAvjgkes for unlimited liability in some
circumstances, such as a vessel operator's grgigeree or willful misconduct. However, in mossea OPA limits liability to the greater of
$1,200 per gross ton or $10 million per vessel. @Is& permits states to set their own penalty inMost states bordering navigable
waterways impose unlimited liability for dischargeoil in their waters.

The International Maritime Organization, or IMO shadopted a similar liability scheme that impogestdiability for oil spills, subject to
limits that do not apply if the release is causgdhe vessel owner's intentional or reckless conduc

U.S. law, the law in many of the nations in whick @aperate, and international treaties and convestioat impact our operations also
establish strict rules governing vessel safetystnetture, training, inspections, financial assoeafor potential cleanup liability and other
matters. These requirements can limit our abibtpperate, and substantially increase our operatists. The U.S. has established strict
deadlines for phasing-out single-hull oil tankeunsd both the IMO and the European Union have prexgbsesnilar phase-out periods. Under
OPA, all oil tankers that do not have double hwii be phased out by 2015 and will not be permiitte come to United States ports or trade
in United States waters.

In December 2003, the IMO adopted a proposed amentio the International Convention for the Prei@mbf Pollution from Ships to
accelerate the phase out of single-hull tankenms 2615 to 2010 unless the relevant flag statesextee date to 2015. This proposed
amendment took effect in April 2005. Moreover, tE or other regulatory bodies may adopt furtheyulations in the future that could
adversely affect the useful lives of our tankersvall as our inability to generate income from them

These requirements can affect the resale valusafuldives of our vessels. As a result of accidesuich as the recent oil spill relating to the
loss of the M/T Prestige, a 26-year old single-tariker, we believe that regulation of the tankelustry will continue to become more
stringent and more expensive for us and our cortgpetiSubstantial violations of applicable requiesits or a catastrophic release from or
our vessels could have a material adverse impacotiofinancial condition and results of operatiasswvell as our reputation in the crude oll
and refined petroleum products sectors.

Because the market value of our vessels may fltesignificantly, we may incur losses when we gefisels or we may be required to write
down their carrying value, which will adverselyedf our earnings

The fair market value of our vessels may increaskdiecrease depending on the following factors:
o general economic and market conditions affedtiegnternational tanker industry;

0 competition from other shipping compani



o types and sizes of vessels;

o other modes of transportation;

o cost of newbuildings;

o governmental or other regulations;
o prevailing level of charter rates; and
o technological advances.

If we sell vessels at a time when vessel pricee fiaen and before an impairment adjustment isentadur financial statements, the sale
may be at less than the vessel's carrying amouwndrifinancial statements or if vessel prices Hallen below the carrying amount in our
financial statements we may be required to writerdthe carrying amount, with the result that wellshaur a loss and a reduction in
earnings.

An increase in the supply of vessel capacity wittamuincrease in demand for vessel capacity wakddyl cause charter rates and vessel
values to decline, which could have a material esbseffect on our revenues and profitability

The supply of vessels generally increases withvdaés of new vessels and decreases with the sogappolder vessels, conversion of
vessels to other uses, such as floating produatiginstorage facilities, and loss of tonnage asualtref casualties. Currently there is
significant new building activity with respect tatually all sizes and classes of vessels. If tim@ant of tonnage delivered exceeds the
number of vessels being scrapped, vessel capattityevease. If the supply of vessel capacity sases and the demand for vessel capacity
does not, the charter rates paid for our vesselgeliss the value of our vessels could materiddigline. Such a decline in charter rates and
vessel values would likely have a material advefgect on our revenues and profitability.

Our operating results from our tankers are sulieseasonal fluctuations, which may adversely affec operating results and ability to pay
dividends

We operate our tankers in markets that have histyiexhibited seasonal variations in demand #metefore, spot rates. Tanker markets are
typically stronger in the winter months as a resiiincreased oil consumption in the northern h@mmése, unpredictable weather patterns and
other seasonal factors affecting supply which tendisrupt vessel scheduling. The oil price voigtitesulting from these factors has
historically led to increased oil trading activitieAs a result, our revenues and profitability hiaigtorically been weakest during the second
quarter and early part of our third quarter. Tleasonality could materially affect our operatingules and cash available for dividends in the
future.

Increased inspection procedures and tighter imgraitexport controls could increase costs and disnupbusiness

International shipping is subject to various seguaind customs inspection and related proceduresuntries of origin and destination.
Inspection procedures can result in the seizumofents of our vessels, delays in the loadindoadfing or delivery and the levying of
customs duties, fines or other penalties against us

It is possible that changes to inspection procesdoogld impose additional financial and legal ofifigns on us. Furthermore, changes to
inspection procedures could also impose additioosis and obligations on our customers and maggritain cases, render the shipment of
certain types of cargo uneconomical or impractidaly such changes or developments may have a rmldehierse effect on our business,
financial condition, results of operations andisptio pay dividends.

Compliance with safety and other vessel requiremnposed by classification societies may be vestlg and may adversely affect our
business

The hull and machinery of every commercial vessgdtbe classed by a classification society authdrizy its country of registry. The
classification society certifies that a vessekifesand seaworthy in accordance with the applicaliés and regulations of the country of
registry of the vessel and the Safety of Life a S8envention. Our vessels are currently enrolleti thie American Bureau of Shipping,
Lloyd's Register of Shipping or Det Norske Veritaach of which is a member of the Internationalo&sation of Classification Societies.

A vessel must undergo annual surveys, intermediateeys and special surveys. In lieu of a specialey, a vessel's machinery may be
placed on a continuous survey cycle, under whiemtlachinery would be surveyed periodically overe-fear period. Our vessels are on
special survey cycles for hull inspection and aundius survey cycles for machinery inspection. Ewessel is also required to be dry docked
every two to three years for inspection of the umager parts of such vessel.

If any vessel does not maintain its class andfits &émy annual survey, intermediate survey or spetirvey, the vessel will be unable to trade
between ports and will be unemployable, which wmddatively impact our revenue



Risks Related to Our Busines:

If we fail to manage our planned growth properlg, may not be able to successfully expand our mahaate
We intend to continue to grow our fleet. Our growtii depend on:

o locating and acquiring suitable vessels;

o identifying and consummating acquisitions or jaiantures;

o0 integrating any acquired business successfullly auir existing operations;

o enhancing our customer base;

0 managing expansion; and

o obtaining required financing.

Growing any business by acquisition presents nuaserisks such as undisclosed liabilities and okilbgs, difficulty in obtaining additional
qualified personnel, managing relationships withtomers and suppliers and integrating newly acduwperations into existing
infrastructures. We cannot give any assurancenbatill be successful in executing our growth planshat we will not incur significant
expenses and losses in connection therewith.

A decline in the market value of our vessels cdeddl to a default under our loan agreements anhbb#iseof our vessels

The loan agreements under our credit facilitiedaiora covenant that requires the aggregate masgha¢ of the mortgaged vessels to at all
times exceed 130% of the aggregate outstandingipahamount of the loan. If the market value of fieet declines, we may be in default of
this loan covenant and we may not be able to refi@eaur debt or obtain additional financing. Aldeclining vessel values could cause us to
breach some of the covenants under the financirggatents relating to our indebtedness. If we aablato pledge additional collateral, our
lenders could accelerate our debt and foreclosmiofieet.

Servicing future debt would limit funds availabte bther purposes such as the payment of dividends

To finance our fleet expansion program, we incugecured indebtedness. We must dedicate a pofftiour @ash flow from operations to p
the principal and interest on our indebtednesssé&ipayments limit funds otherwise available forkirng capital, capital expenditures and
other purposes. We will need to take on additiam#¢btedness as we expand our fleet, which coalet@se our ratio of debt to equity. The
need to service our debt may limit funds availdbteother purposes, including the payment of dimdie and our inability to service debt
could lead to acceleration of our debt and foregie®n our fleet.

Our loan agreements contain restrictive covenduatisrhay limit our liquidity and corporate activiie

Our loan agreements impose operating and finanesafictions on us. These restrictions may limit akility to:

o incur additional indebtedness;

o create liens on our assets;

o sell capital stock of our subsidiaries;

o make investments;

0 engage in mergers or acquisitions;

o pay dividends;

o0 make capital expenditures;

o change the management of our vessels or terninaaterially amend the management agreemeninglit each vessel; and

o sell our vesselt



Therefore, we may need to seek permission fromemdters in order to engage in some corporate actdar lenders' interests may be
different from ours, and we cannot guarantee theatll be able to obtain our lenders' permissiorewheeded. This may prevent us from
taking actions that are in our best interest.

We depend on third party managers to manage ceir fle

As of December 31, 2004, we have subcontracteddiig¢o day technical management, crewing and ceptaichasing functions of all vess

in our fleet to third party managers. Further, wayraubcontract the technical management of veasglsired in the future to other third party
technical management companies. While our whollp@avsubsidiary, TOP Tanker Management, has direas@ght responsibility for these
third party managers, the loss of their servicetheir failure to perform their obligations couldatarially and adversely affect the results of
our operations. Although we may have rights agahmeste managers if they default on their obligatjgrou will have no recourse against
these parties. Further, we expect that we will rteeskek approval from our lenders to change ttiésg party managers.

Our ability to obtain additional debt financing mag dependent on the performance of our then egistiarters and the creditworthiness of
our charterers

The actual or perceived credit quality of our cbeats, and any defaults by them, may materiallgcafbur ability to obtain the additional
capital resources that we will require to purchadditional vessels or may significantly increaseaasts of obtaining such capital. Our
inability to obtain additional financing at all at a higher than anticipated cost may materialigcifour results of operation and our ability to
implement our business strategy.

As we expand our business, we will need to impmmweoperations and financial systems and staffieiftannot improve these systems or
recruit suitable employees, our performance magdwersely affected

Our current operating and financial systems maybeatdequate as we implement our plan to expansizBeof our fleet, and our attempts to
improve those systems may be ineffective. Whilehaee not experienced any difficulty in recruitimgdate, we cannot guarantee that we
be able to continue to hire suitable employeesasxpand our fleet. If we are unable to operatdfinancial and operations systems
effectively or to recruit suitable employees asexpand our fleet, our performance may be adveefédgted.

Our earnings may be adversely affected if we dosnotessfully employ our vessels

We seek to deploy our vessels both on time chaargisn the spot market in a manner that will optegvour earnings. As of December 31,
2004, 10 of our vessels were contractually comuittetime charters. Although these time charteowiple relatively steady streams of
revenue as well as a portion of the revenues gmtkby the charterer's deployment of the vesselsarspot market or otherwise, our tankers
committed to time charters may not be availablesfmt voyages during an upturn in the tanker ingtusicle, when spot voyages might be
more profitable. The spot market is highly compegitand spot market charter rates may fluctusaendtically based on the supply and
demand for the major commodities internationallgrieal by water and other factors. We cannot asgowethat future spot market voyage
charters will be available at rates that will alla&/to operate our vessels profitably. As of Decem®i, 2004, the remainders of our vessels
were trading in the spot market. If we cannot cungito employ these vessels on time charters de tteem in the spot market profitably, our
results of operations and operating cash flow mdfes

In the highly competitive international tanker metrkwe may not be able to compete for charters méth entrants or established companies
with greater resources

We employ our vessels in a highly competitive matkat is capital intensive and highly fragment&dmpetition arises primarily from other
vessel owners, including major oil companies ad aglndependent tanker companies, some of whom $alystantially greater resources

than we do. Competition for the transportation ibfad refined petroleum products can be intengedapends on price, location, size, age,
condition and the acceptability of the vessel asdperators to the charterers. Due in part tdigely fragmented market, competitors with
greater resources could enter and operate lamggtsfthrough consolidations or acquisitions that beable to offer better prices and fleets.

We depend upon a few significant customers forgelgart of our revenues. The loss of one or mbtkese customers could adversely af
our financial performance

We have historically derived a significant parioof revenue from a small number of charterers 0B¥2 approximately 44% of our revenue
was derived from 2 charterers; in 2003, approxihgaté&% of our revenue was derived from 2 charteagics, in 2002, approximately 65% of
our revenue was derived from 3 charterers. DurP@d2 under time charter contracts, Vitol and Gleagoovided 29% and 15% of our
revenues, respectively. The occurrence of any problwith these charterers may adversely affectem@nues.

We may be unable to attract and retain key managepsesonnel and other employees in the internatki@mmker industry, which may
negatively affect the effectiveness of our managdraed our results of operations

Our success depends to a significant extent upoalihities and efforts of our management team.hakee entered into employment contracts
with our President, Chief Executive Officer anddgitor, Evangelos Pistiolis, our Chief Financiali@df and Director, Stamatios Tsantanis
and our Executive Vice President and Director, \&isgkonomou. Our success will depend upon oditgho hire and retain key membe



of our management team. The loss of any of thegigidtuals could adversely affect our business peopand financial condition. Difficulty
in hiring and retaining personnel could adverséfga our results of operations. We do not intemdiaintain "key man" life insurance on any
of our officers.

Risks involved with operating ocean going vesselda affect our business and reputation, which Wadversely affect our revenues and
stock price

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

0 marine disaster

0 piracy;

o environmental accidents;

o cargo and property losses or damage; and

o mechanical failure, human error, war, terroripaijtical action in various countries, labor stsker adverse weather conditions.

Any of these circumstances or events could resudeath or injury to persons, loss of revenuesapgrty, environmental damage, higher
insurance rates, damage to our customer relatipsistielay or rerouting, and could increase ourscomstower our revenues. The involvement
of our vessels in an oil spill or other environnamtisaster may harm our reputation as a safeaiable vessel operator. If one of our vessels
were involved in an accident with the potentiak i environmental contamination, the resulting membverage could have a material
adverse effect on our business, results of opasticash flows, financial condition and abilitypay dividends.

Rising fuel prices may adversely affect our profits

Fuel is a significant, if not the largest, opergtaxpense for many of our shipping operations whervessels are not under period charter.
The price and supply of fuel is unpredictable dodttiates based on events outside our controlydimet) geopolitical developments, supply
and demand for oil and gas, actions by OPEC aret athand gas producers, war and unrest in oidlpcang countries and regions, regional
production patterns and environmental concernsa Fesult, an increase in the price of fuel may egblg affect our profitability. Further, fuel
may become much more expensive in future, which redyce the profitability and competitiveness of business versus other forms of
transportation, such as truck or rail.

Our vessels may suffer damage and we may face enwgdrydocking costs, which could affect our démlt and financial condition

If our vessels suffer damage, they may need tepeaired at a drydocking facility. The costs of drgkl repairs are unpredictable and can be
substantial. We may have to pay drydocking costsdhr insurance does not cover. The inactivitthebe vessels while they are being
repaired and repositioned, as well as the actustlafathese repairs, would decrease our earningaddition, space at drydocking facilities is
sometimes limited and not all drydocking facilitee® conveniently located. We may be unable to $jpake at a suitable drydocking facility
or we may be forced to move to a drydocking facifitat is not conveniently located to our vesgmsitions. The loss of earnings while our
vessels are forced to wait for space or to relomatirydocking facilities that are farther awayrfréhe routes on which our vessels trade w
decrease our earnings.

Purchasing and operating previously owned, or sditamd, vessels may result in increased operatisig @md vessels off-hire, which could
adversely affect our earnings

While we inspect previously owned, or secondhaedsels prior to purchase, this does not normadlyige us with the same knowledge
about their condition and cost of any requireda(aticipated) repairs that we would have had if ¢hesssels had been built for and operated
exclusively by us. Also, we do not receive the li¢ioé warranties from the builders if the vesseis buy are older than one year.

In general, the costs to maintain a vessel in ggEtating condition increase with the age of theseé Older vessels are typically less fuel
efficient and more costly to maintain than moreerdly constructed vessels due to improvements @ginertechnology. Cargo insurance rates
increase with the age of a vessel, making oldeselsdess desirable to charterers.

Governmental regulations, safety or other equipmatartdards related to the age of vessels may eeguprenditures for alterations, or the
addition of new equipment, to our vessels and raatrict the type of activities in which the vessaksy engage. We cannot assure you thi
our vessels age, market conditions will justifyga@xpenditures or enable us to operate our vgasditably during the remainder of their
useful lives. If we sell vessels, we are not cartaat the price for which we sell them will eqaaleast their carrying amount at that time.

We may not have adequate insurance to compensédte@idose our vessels

We procure insurance for our fleet against thopegyof risks commonly insured against by vesselessvand operators. These insurar



include hull and machinery insurance, protectiod isdemnity insurance, which includes environmedtahage and pollution insurance
coverage, war risk insurance and insurance agaissiof hire, which covers business interruptidrag tesult in the loss of use of a vessel.
While we currently have loss of hire insurance tt@aters, subject to annual coverage limits, athefvessels in our fleet, we may not
purchase loss of hire insurance to cover newly isedwessels. We can give no assurance that wadaguately insured against all risks. We
may not be able to obtain adequate insurance cgeerareasonable rates for our fleet in the fufline insurers may not pay particular clai
Our insurance policies contain deductibles for Wwhie will be responsible, limitations and exclusiavhich, although we believe are
standard in the shipping industry, may neverthales®ase our costs or lower our revenue.

Our operations outside the United States expose gi®bal risks that may interfere with the oparatof our vessels

We are an international company and primarily cahdur operations outside the United States. Cimgngconomic, political and
governmental conditions in the countries where meeemgaged in business or where our vessels asteregl affect us. In the past, political
conflicts, particularly in the Arabian Gulf, resedtin attacks on tankers, mining of waterways ahdrcefforts to disrupt shipping in the area.
Terrorist attacks such as the attacks on the UiSitatks on September 11, 2001 and the United Stat@iuing response to these attacks, as
well as the threat of future terrorist attacks,toares to cause uncertainty in the world commemiatkets, including the energy markets. The
recent conflict in Iraq may lead to additional astserrorism, armed conflict and civil disturbarex®@und the world, which may contribute to
further, instability, including in the oil markefBerrorist attacks, such as the attack on the Mfiblurg in October 2002, may also negatively
affect our operations and directly impact our visseeour customers. Future terrorist attacks coedlt in increased volatility of the financ
markets in the United States and globally and coesalt in an economic recession in the UnitedeStat the world. Any of these occurrences
could have a material adverse impact on our opgyaésults, revenue and costs.

Maritime claimants could arrest our vessels, witichld interrupt our cash flow

Crew members, suppliers of goods and servicev&ssel, shippers of cargo and other parties manbited to a maritime lien against that
vessel for unsatisfied debts, claims or damagemadny jurisdictions, a maritime lienholder may anoits lien by arresting a vessel through
foreclosure proceedings. The arrest or attachnfemi@or more of our vessels could interrupt owhcow and require us to pay large sums
of money to have the arrest lifted.

In addition, in some jurisdictions, such as Souttica, under the "sister ship" theory of liabiliy,claimant may arrest both the vessel whit
subject to the claimant's maritime lien and angbagted" vessel, which is any vessel owned orrothatl by the same owner. Claimants
could try to assert "sister ship" liability againste vessel in our fleet for claims relating to tieo of our ships.

Governments could requisition our vessels duripgrod of war or emergency, resulting in loss oheays

A government could requisition for title or seiagr @essels. Requisition for title occurs when aggament takes control of a vessel and
becomes her owner. Also, a government could rdgprisour vessels for hire. Requisition for hire ocwhen a government takes control
vessel and effectively becomes her charterer dtdid charter rates. Generally, requisitions odeming a period of war or emergency.
Government requisition of one or more of our vessauld negatively impact our revenues.

Certain existing stockholders, who hold approxinyais.8% of our common stock, may have the powexxiert control over us, which may
limit your ability to influence our actions

Sovereign Holdings Inc., or Sovereign Holdingspapany that is wholly owned by our President, CEirécutive Officer and Director,
Evangelos J. Pistiolis, and Kingdom Holdings lee.Kingdom Holdings, a company owned primarily mpther adult member of the Pistic
family and to a limited extent by a third party, mvdirectly or indirectly, approximately 18.8% tietoutstanding shares of our common st
While these shareholders have no agreement, amerger understanding relating to the voting ofrtebares of common stock, due to the
number of shares of our common stock they own, taepe the power to exert considerable influence oueactions.

We may have to pay tax on United States sourcane¢cavhich would reduce our earnings

Under the United States Internal Revenue Code 86,18r the Code, 50% of the gross shipping incofreev@ssel owning or chartering
corporation, such as ourselves and our subsidjdhiasis attributable to transportation that begin ends, but that does not begin and end, in
the United States is characterized as United Ssat@se shipping income and such income is subjext4% United States federal income tax
without allowance for deduction, unless that cogpion qualifies for exemption from tax under Sect®83 of the Code.

We expect that we and each of our subsidiariesquilify for this statutory tax exemption and welwdke this position for United States
federal income tax return reporting purposes. Haxethere are factual circumstances beyond ouralahiat could cause us to lose the
benefit of this tax exemption and thereby becontgesii to United States federal income tax on ouitddnStates source income. Therefore,
we can give no assurances on our tax-exempt siathat of any of our subsidiaries.

If we or our subsidiaries are not entitled to #semption under
Section 883 for any taxable year, we or our subsilk would be subject for those years to a 4%ddritates federal income tax on our U.S.
source shipping income. The imposition of this teracould have a negative effect on our busin



U.S. tax authorities could treat us as a "passiveidn investment company," which could have advérsS. federal income tax consequences
to U.S. holders

A foreign corporation will be treated as a "pasdimeign investment company,” or PFIC, for U.S.ded income tax purposes if either (1) at
least 75% of its gross income for any taxable geasists of certain types of "passive income" drafdeast 50% of the average value of the
corporation's assets produce or are held for théymtion of those types of "passive income." Fappses of these tests, "passive income"
includes dividends, interest, and gains from the saexchange of investment property and rentsrayalties other than rents and royalties
which are received from unrelated parties in cotioravith the active conduct of a trade or busin&ss purposes of these tests, income
derived from the performance of services does apstitute "passive income." U.S. shareholdersFEC are subject to a disadvantageous
U.S. federal income tax regime with respect toiticeme derived by the PFIC, the distributions thegeive from the PFIC and the gain, if
any, they derive from the sale or other dispositibtheir shares in the PFIC.

Based on our proposed method of operation, we tbeal®ve that we will be a PFIC with respect tgy taxable year. In this regard, we inti
to treat the gross income we derive or are deemdeérive from our time chartering activities asvggrs income, rather than rental income.
Accordingly, we believe that our income from oumé chartering activities does not constitute "pasgicome,” and the assets that we own
and operate in connection with the production af thcome do not constitute passive assets.

There is, however, no direct legal authority untherPFIC rules addressing our proposed methodefatipn. Accordingly, no assurance can
be given that the U.S. Internal Revenue Servic&R8r, or a court of law will accept our positiomdathere is a risk that the IRS or a court of
law could determine that we are a PFIC. Moreoverassurance can be given that we would not cotestitt?FIC for any future taxable ye¢
there were to be changes in the nature and extentr@perations.

If the IRS were to find that we are or have be®&F¥C for any taxable year, our U.S. shareholdelisfade adverse U.S. tax consequences.
Under the PFIC rules, unless those shareholders amalelection available under the Code (which mectould itself have adverse
consequences for such shareholders, as discudsedreder "Tax Considerations--U.S. Federal Incdraration of U.S. Holders"), such
shareholders would be liable to pay U.S. feder@iime tax at the then prevailing income tax ratesrdmary income plus interest upon
excess distributions and upon any gain from thpadiion of our common stock, as if the excesgiistion or gain had been recognized
ratably over the shareholder's holding period efammmon stock. See "Tax Considerations--U.S. Reédiecome Taxation of U.S. Holders'
for a more comprehensive discussion of the U.Serlddncome tax consequences to U.S. shareholdeesare treated as a PFIC.

Because we generate all of our revenues in U.Sardddut incur a portion of our expenses in otherancies, exchange rate fluctuations ci
hurt our results of operations

We generate all of our revenues in U.S. dollarsur approximately 14% of our expenses in curiesother than U.S. dollars. This
difference could lead to fluctuations in net incodue to changes in the value of the U.S. dollaties to the other currencies, in particular
the Euro. Expenses incurred in foreign currencgesrest which the U.S. dollar falls in value canrgase, decreasing our revenues. For
example, in the 12 months ended December 31, 2004/alue of the U.S. dollar declined by 9.95% @®gared to the Euro. We have not
hedged these risks. Our operating results coulgrsa$ a result.

We are incorporated in the Republic of the Marstsddinds, which does not have a well-developed lddyprporate law

Our corporate affairs are governed by our Artidécorporation and Bylaws and by the Marshalhigls Business Corporations Act, or
BCA. The provisions of the BCA resemble provisiofishe corporation laws of a number of states elthnited States. However, there have
been few judicial cases in the Republic of the Malisislands interpreting the BCA. The rights aitli€iary responsibilities of directors un
the law of the Republic of the Marshall Islands moé as clearly established as the rights and f&atyeesponsibilities of directors under
statutes or judicial precedent in existence inatertynited States jurisdictions. Security holdghts may differ as well. While the BCA does
specifically incorporate the non-statutory lawjudicial case law, of the State of Delaware anapthates with substantially similar
legislative provisions, our security holders mayéenore difficulty in protecting their intereststhme face of actions by the management,
directors or controlling shareholders than wouldusigy holders of a corporation incorporated inrited States jurisdiction.

ITEM 4. Information On The Company
History and Development of the Company

Ocean Holdings Inc. was formed in January 2000¢uttie laws of Marshall Islands and renamed to T@fkers Inc. in May 2004. On July
23, 2004, our common stock was listed on the Nadtdmpnal Market, under the symbol "TOPT", in coat@n with our initial public
offering. The net proceeds of our initial publidesfng, approximately $124.4 million, were primgriised to finance the acquisition of 10
vessels, comprised of 8 ice-class double-hull Haradytankers and 2 double-hull Suezmax tankerstdtaécost of the acquisition was
approximately $251.3 million.

On November 5, 2004, we completed a follow-on dffgiof our common stock. The net proceeds of ollovicon offering, approximately
$139.4 million, were used primarily to finance tmruisition of 5 double-hull Suezmax tankers. Tdtaltcost of the acquisition was
approximately $257.0 millior



We are a provider of international seaborne trartafion services, carrying refined petroleum prdadwmd crude oil. As of December 31,
2004, our fleet consisted of 15 vessels, comprideld double-hull Handymax product tankers, onglsihull Handysize product tanker and
4 double-hull Suezmax tankers, with a total cargwying capacity of approximately 1.1 million deaaght tons, or dwt. We actively manage
the deployment of our fleet between spot marketgeycharters, which generally last from severatdayseveral weeks, and time charters,
which can last up to several years.

Following the agreement to sell our final remaingmggle-hull vessel, we currently own and operafieet of 23 vessels, consisting of 14
double-hull Handymax tankers and 9 double-hull $weztankers. Four of our Handymax tankers wereveiedd in March and April 2005
and 5 of our Suezmax tankers were purchased ineotion with the proceeds of the following-on offeyiof our common stock in November
2004.

Business Overview
Business Strategy

Our business strategy is focused on building aniditaiaing enduring relationships with participamghe international tanker industry,
including leading charterers, oil companies, @bers, brokers, suppliers, classification socigtiessirers and others. We seek to continue to
create long-term value principally by acquiring apérating high quality double-hull, refined petnain products and crude oil tankers.

We believe we have established a reputation inntieenational ocean transport industry for opegaind maintaining our fleet with high
standards of performance, reliability and safetg Wdve assembled a management team comprisedouitiees who have extensive
experience operating large and diversified fleétsuokers and who have strong ties to a numbeatibnal, regional and international oil
companies, charterers and traders.

Fleet Characteristics

As of December 31, 2004, the vessels in our flageha total cargo capacity of approximately 1.liamldwt. Over 88% of our fleet by dwt
were sister ships, which enhances the revenue gtamgpotential of our fleet by providing us witperational and scheduling flexibility.
Sister ships also increase our operating efficenbiecause technical knowledge can be appliedi vesdels in a series and creates cost
efficiencies and economies of scale when ordenragesparts, supplying and crewing these vessels.

Chartering of the Fleet

As of December 31, 2004 all 10 of our Handymax &msloperated under time charter contracts expinr206 or 2007. Four of our
Handymax tankers were deployed under 24 month ¢imagter contracts that have a base rate of $14808ay. Should the vessels generate
revenues in excess of the base rate over the domitithe time charter contact, we will receive #00f the first $500 per day in excess of the
base rate. Thereafter we will receive 50% of theesex. Six of our Handymax tankers were deploye@udd month time charter contracts
that have a base rate of $14,250 per day until Dbee 31, 2005 and $13,250 per day until expiradibtihe contract. Should the vessels
generate revenues in excess of the base ratetmvdutation of the time charter contact, we widgiee 100% of the first $250 per day in
excess of the base rate until December 31, 200%38/250 per day until expiration of the contradiefieafter we will receive 50% of the
excess. Our Suezmax tankers and our Handysizertapkeated on the spot market.

Management of the Fleet

Since July 1, 2004, TOP Tanker Management, our ytwelned subsidiary, has been responsible forfate chartering, operational and
technical management of our fleet, including creyimaintenance, repair, capital expenditures, diiithg, vessel taxes, maintaining
insurance and other vessel operating expenses mradergement agreements with our vessel owningdiahisis. Prior to July 1, 2004, the
operations of our fleet were managed by Primal €asknc., which was wholly-owned by the father of €hief Executive Officer.

As of December 31, 2004, TOP Tanker Managemensiiasontracted the day to day technical managermewing and certain purchasing
functions of the 8 Handymax tankers and the 2 Sagziamkers acquired since our initial public offierto Unicom Management, a ship
management company operating in Cyprus, and haestracted the day to day technical managementawing of the remaining vessels
in our fleet to V.Ships Management Limited, a simgnagement company operating in Glasgow, ScotlB@&. Tanker Management pays a
monthly fee of $14,000 per vessel under its agreg¢sngith Unicom Management and a monthly fee of, 820 per vessel under its
agreements with V.Ships Management.

Crewing and Employees

As of December 31, 2004, we had 3 employees, whitevholly-owned subsidiary, TOP Tanker Managememiployed approximately 35
employees, all of whom are shore-based. As of Deeer®1, 2003, we had no employees. TOP Tanker Managt ensures that all seamen
have the qualifications and licenses required topg with international regulations and shippingneentions, and that our vessels employ
experienced and competent person



Unicom Management and V.Ships Management are regerior the crewing of the fleet. Such resporiies include training,
transportation, compensation and insurance ofre.c

All of the employees of TOP Tanker Management algext to a general collective bargaining agreememnéring employees of shipping
agents. These agreements set industry-wide ministandards. We have not had any labor problemsawittemployees under this collective
bargaining agreement and consider our workplacdabat union relations to be good.

Environmental and Other Regulation

Government regulation significantly affects the enship and operation of our tankers. They are stibjeinternational conventions, natior
state and local laws and regulations in force exdbuntries in which our vessels may operate oregyistered.

A variety of governmental and private entities sabjour vessels to both scheduled and unschedwpddtions. These entities include the
local port authorities (U.S. Coast Guard, harbosteraor equivalent), classification societies, fiaate administration (country of registry) ¢
charterers, particularly terminal operators andcoihpanies. Certain of these entities require wbtain permits, licenses and certificates for
the operation of our tankers. Failure to maintanessary permits or approvals could require usdorisubstantial costs or temporarily
suspend operation of one or more of our vessels.

We believe that the heightened level of environmlead quality concerns among insurance undengritegulators and charterers is leading
to greater inspection and safety requirements loreasels and may accelerate the scrapping of gkeels throughout the industry.
Increasing environmental concerns have creatednanle for vessels that conform to the stricter emrirental standards. We are required to
maintain operating standards for all of our vest®s will emphasize operational safety, qualityimenance, continuous training of our
officers and crews and compliance with U.S. andrimdtional regulations. We believe that the openadif our vessels is in substantial
compliance with applicable environmental laws asgltations; however, because such laws and reguogatire frequently changed and may
impose increasingly stricter requirements, suctrutequirements may limit our ability to do busiseincrease our operating costs, force the
early retirement of our vessels, and/or affectrtresgale value, all of which could have a mateathlerse effect on our financial condition and
results of operations.

Environmental Regulation--IMO

In 1992, the International Maritime Organization]MO (the United Nations agency for maritime sgfaehd the prevention of marine
pollution by ships), adopted regulations that eeihf pollution prevention requirements applicaloléankers. These regulations, which have
been adopted by more than 150 nations, includingyno&the jurisdictions in which our tankers opergirovide, in part, that:

o tankers between 25 and 30 years old must beudflddwll construction or of a mid-deck design wdisuble sided construction, unless (1)
they have wing tanks or double-bottom spaces red €@ the carriage of oil, which cover at leas¥36f the length of the cargo tank section
of the hull or bottom; or (2) they are capable ypfifostatically balanced loading (loading less cargo a tanker so that in the event of a
breach of the hull, water flows into the tankegpdiacing oil upwards instead of into the sea);

o tankers 30 years old or older must be of doubledonstruction or mid-deck design with doubleesicconstruction; and
o all tankers are subject to enhanced inspections.

Also, under IMO regulations, a tanker must be aflale-hull construction or a mid-deck design withuble sided construction or be of
another approved design ensuring the same leyebtéction against oil pollution if the tanker:

0 is the subject of a contract for a major conwergr original construction on or after July 6, 399
0 commences a major conversion or has its keeblaidr after January 6, 1994; or
o completes a major conversion or is a newbuildielivered on or after July 6, 1996.

Effective September 2002, the IMO acceleratedxistiag timetable for the phase-out of single-hailltankers. These regulations require the
phase-out of most single-hull oil tankers by 20t 8arlier, depending on the age of the tanker dmether it has segregated ballast tanks.
After 2007, the maximum permissible age for singldi-tankers will be 26 years. Compliance with tieav regulations regarding inspections
of all tankers, however, could adversely affect@perations. Under current regulations, retrofittivill enable a tanker to operate until the
earlier of 25 years of age and the anniversary afdits delivery in 2017. However, as a resulttd bil spill in November 2002 relating to the
loss of the M/T Prestige, which was owned by a camymot affiliated with us, in December 2003 theridi@ Environmental Protection
Committee of the IMO adopted a proposed amendnoeahiet International Convention for the PreventiéRollution from Ships to accelerate
the phase out of single-hull tankers from 2015GdQunless the relevant flag state, in a partictdae, extends the date to 2015. This
amendment came into effect in April 2005.

The IMO has also negotiated international convexgtitnat impose liability for oil pollution in inteational waters and a signatory's territo



waters. In September 1997, the IMO adopted Anneto\the International Convention for the PreventdfPollution from Ships to address
air pollution from ships. Annex VI was ratified May 2004 and became effective in May 2005. Annex&fk limits on sulfur oxide and
nitrogen oxide emissions from ship exhausts andipitodeliberate emissions of ozone depleting sartsts, such as chlorofluorocarbons.
Annex VI also includes a global cap on the sulfomtent of fuel oil and allows for special areadeoestablished with more stringent controls
on sulfur emissions. We are formulating a planamply with the Annex VI regulations once they com® effect. Compliance with these
regulations could require the installation of exgiea emission control systems and could have aaradvinancial impact on the operation of
our vessels. Additional or new conventions, lawd ggulations may be adopted that could advergtdgtaour ability to manage our ships.

Under the International Safety Management CodéSkr Code, promulgated by the IMO, the party wittetional control of a vessel is
required to develop an extensive safety managesystem that includes, among other things, the @atopf a safety and environmental
protection policy setting forth instructions an@pedures for operating its vessels safely and i@sgrprocedures for responding to
emergencies. We will rely upon the safety managémsysiem that we and our third party technical genshave developed.

The ISM Code requires that vessel operators obtagfety management certificate for each vessgldperate. This certificate evidences
compliance by a vessel's management with codenmqents for a safety management system. No veasalltain a certificate unless its
manager has been awarded a document of compli@saed by each flag state, under the ISM Code. &Ve the requisite documents of
compliance for our offices and safety managemetificates for all of our tankers for which the ticates are required by the IMO. We are
required to renew these documents of compliancesafedy management certificates annually.

Noncompliance with the ISM Code and other IMO ragjohs may subject the shipowner or bareboat atearte increased liability, may le:
to decreases in available insurance coverage fiectafl vessels and may result in the denial ofssct® or detention in, some ports. For
example, the U.S. Coast Guard and European Unithroaties have indicated that vessels not in coamgé with the ISM Code will be
prohibited from trading in U.S. and European Unpants.

Although the United States is not a party to them®ventions, many countries have ratified and foltbe liability plan adopted by the IMO
and set out in the International Convention on IQiiability for Oil Pollution Damage of 1969. Undé#hmis convention, if the country in which
the damage results is a party to the 1992 Protodble International Convention on Civil Liabilifgr Oil Pollution Damage, a vessel's
registered owner is strictly liable for pollutioamage caused in the territorial waters of a cotitrgstate by discharge of persistent oil,
subject to certain complete defenses. Under an ément to the Protocol that became effective on Nder 1, 2003, for vessels of 5,000 to
140,000 gross tons (a unit of measurement fordta €énclosed spaces within a vessel), liabilitynisted to approximately $6.5 million plus
$909 for each additional gross ton over 5,000.vessels of over 140,000 gross tons, liabilitynsitéd to approximately $129.3 million. As
the convention calculates liability in terms ofasket of currencies, these figures are based @aramy exchange rates on May 10, 2004. The
right to limit liability is forfeited under the Ietnational Convention on Civil Liability for Oil Hation Damage where the spill is caused by
the owner's actual fault and under the 1992 Protwhere the spill is caused by the owner's intergti@r reckless conduct. Vessels trading to
states that are parties to these conventions mowgidie evidence of insurance covering the liabitifthe owner. In jurisdictions where the
International Convention on Civil Liability for OiPollution Damage has not been adopted, variouslé¢iye schemes or common law govi
and liability is imposed either on the basis ofiffau in a manner similar to that convention. Wéiénee that our P&I insurance will cover the
liability under the plan adopted by the IMO.

U.S. Oil Pollution Act of 1990 and ComprehensivesiEmnmental Response, Compensation and Liability Ac

The United States regulates the tanker industry aiit extensive regulatory and liability regime éowironmental protection and cleanup of
oil spills, consisting primarily of the U.S. Oil Ration Act of 1990, or OPA, and the Comprehendirevironmental Response, Compensation
and Liability Act, or CERCLA. OPA affects all owrseand operators whose vessels trade with the USti&es or its territories or
possessions, or whose vessels operate in the vedititrs United States, which include the U.S. teridl sea and the 200 nautical mile
exclusive economic zone around the United StatERCLA applies to the discharge of hazardous substa(other than oil) whether on land
or at sea. Both OPA and CERCLA impact our operation

Under OPA, vessel owners, operators and barebaatechrs are "responsible parties" who are joirsiierally and strictly liable (unless the
spill results solely from the act or omission ghad party, an act of God or an act of war) fdrcaintainment and clean-up costs and other
damages arising from oil spills from their vess@&lsese other damages are defined broadly to include

o natural resource damages and related assessosésit ¢

o real and personal property damages;

o0 net loss of taxes, royalties, rents, profitsanmnéngs capacity;

0 net cost of public services necessitated bylarsgponse, such as protection from fire, safetigemlth hazards; and
o loss of subsistence use of natural resources.

OPA limits the liability of responsible partiesttee greater of $1,200 per gross ton or $10 milientanker that is over 3,000 gross tons
(subject to possible adjustment for inflation). Tdwt specifically permits individual states to irspdheir own liability regimes with regard



oil pollution incidents occurring within their bodaries, and some states have enacted legislateprg for unlimited liability for discharc
of pollutants within their waters. In some caséstes that have enacted this type of legislatiore et yet issued implementing regulations
defining tanker owners' responsibilities under ¢hiesvs. CERCLA, which applies to owners and opesabdb tankers, contains a similar
liability regime and provides for cleanup and remlosf hazardous substances and for natural resolaroages. Liability under CERCLA is
limited to the greater of $300 per gross ton on#ffion.

These limits of liability do not apply, however, are the incident is caused by violation of appliedd.S. federal safety, construction or
operating regulations, or by the responsible pagyoss negligence or willful misconduct. Thesatindo not apply if the responsible party
fails or refuses to report the incident or to caapeand assist in connection with the substanoeval activities. OPA and CERCLA each
preserve the right to recover damages under egifdin, including maritime tort law.

OPA also requires owners and operators of vessastablish and maintain with the U.S. Coast Geardence of financial responsibility
sufficient to meet the limit of their potentialistrliability under the act. The U.S. Coast Guasad lenacted regulations requiring evidence of
financial responsibility in the amount of $1,500 geoss ton for tankers, coupling the OPA limitatan liability of $1,200 per gross ton with
the CERCLA liability limit of $300 per gross tonnder these regulations, an owner or operator oerti@n one tanker is required to obtain a
certificate of responsibility for each vessel ie fleet in an amount equal only to the financiabansibility requirement of the tanker having
the greatest maximum strict liability under OPA &@HRCLA. We have provided evidence of financiapm@ssibility in the form of

guarantees issued by a guarantor approved by theGdast Guard and received certificates of firgmeisponsibility from the U.S. Coast
Guard for each of our vessels that calls in U.Serga

We insure each of our vessels with pollution lidpinsurance in the maximum commercially availa@feount of $1.0 billion per incident p
vessel. A catastrophic spill could exceed the imsoe coverage available, in which event there cbeld material adverse effect on our
business.

OPA also amended the Federal Water Pollution CbArbto require owners or operators of tankersrafieg in the waters of the United
States to file vessel response plans with the Odast Guard, and their tankers are required tcadgpén compliance with their U.S. Coast
Guard approved plans. These response plans mushgaather things:

o address a "worst case" scenario and identifyeasdre, through contract or other approved mehas\ailability of necessary private
response resources to respond to a "worst caseadig’;

o describe crew training and drills; and
o identify a qualified individual with full authdsi to implement removal actions.

Vessel response plans for our tankers operatitigeinvaters of the United States have been approyéide U.S. Coast Guard. In addition, the
U.S. Coast Guard has announced it intends to peogioslar regulations requiring certain vesselpriepare response plans for the release of
hazardous substances. We are responsible for gt vessels comply with any additional regulzgio

OPA does not prevent individual states from impgghreir own liability regimes with respect to olfution incidents occurring within their
boundaries. In fact, most U.S. states that bordevégable waterway have enacted environmentalippoli laws that impose strict liability on
a person for removal costs and damages resultimg & discharge of oil or a release of a hazardobstance. These laws may be more
stringent than U.S. federal law.

European Union Tanker Restrictions

In July 2003, in response to the M/T Prestige ill ;" November 2002, the European Union adopéggdlation that prohibits all single-hull
tankers from entering into its ports or offshonmartimals by 2010. The European Union has also baaliaihgle-hull tankers carrying heavy
grades of oil from entering or leaving its portsoffishore terminals or anchoring in areas undgutisdiction. Commencing in 2005, certain
single-hull tankers above 15 years of age will &lsaestricted from entering or leaving Europeaiobiports or offshore terminals and
anchoring in areas under European Union jurisdictidhe European Union is also considering legmtathat would: (1) ban manifestly sub-
standard vessels (defined as those more than 18 glebthat have been detained by port authordidsast twice in a six month period) from
European waters and create an obligation of pattsto inspect vessels posing a high risk to imeisafety or the marine environment; and
(2) provide the European Union with greater autigand control over classification societies, imtthg the ability to seek to suspend or
revoke the authority of negligent societies. Thkisig of the M/T Prestige and resulting oil spillNovember 2002 has led to the adoption of
other environmental regulations by certain Europdaion nations, which could adversely affect theaming useful lives of all of our
tankers and our ability to generate income fronmthEor example, Italy announced a ban of singlédrubde oil tankers over 5,000 dwt from
most Italian ports, effective April 2001. Spain leamounced a similar prohibition. It is impossitdgredict what legislation or additional
regulations, if any, may be promulgated by the Baam Union or any other country or authority.

Vessel Security Regulations

Since the terrorist attacks of September 11, 20@te have been a variety of initiatives intendedrthance vessel security. On November 25,
2002, the Maritime Transportation Security Act 602 (MTSA) came into effect. To implement certaartipns of the MTSA, in July 200:



the U.S. Coast Guard issued regulations requiliegrhplementation of certain security requiremesfitsard vessels operating in waters
subject to the jurisdiction of the United Stateisnifarly, in December 2002, amendments to the ha@onal Convention for the Safety of L
at Sea (SOLAS) created a new chapter of the coimredealing specifically with maritime security. @nhew chapter went into effect in July
2004 and imposes various detailed security obbgaton vessels and port authorities, most of warehcontained in the newly created
International Ship and Port Facilities SecurityR& Code. We are in compliance with the ISPS CaAdeng the various requirements are:

0 on-board installation of automatic informatiors®ms, or AIS, to enhance vessel-to-vessel aneksshore communications;
0 on-board installation of ship security alert syss;

o the development of vessel security plans; and

o compliance with flag state security certificati@guirements.

The U.S. Coast Guard regulations, intended to aligin international maritime security standardsmpt non-U.S. tankers from MTSA
vessel security measures provided such vesselsamaveard, by July 1, 2004, a valid InternationaipSSecurity Certificate (ISSC) that
attests to the vessel's compliance with SOLAS siyawquirements and the ISPS Code. We will impletrike various security measures
addressed by the MTSA, SOLAS and the ISPS Codeasure that our tankers attain compliance witlgtlicable security requirements
within the prescribed time periods. We do not haithese additional requirements will have a makdinancial impact on our operations.

Inspection by Classification Societies

Every seagoing vessel must be "classed" by a fitzeg8n society. The classification society céesfthat the vessel is "in class," signifying

that the vessel has been built and maintaineddardance with the rules of the classification stycénd complies with applicable rules and

regulations of the vessel's country of registry eirainternational conventions of which that coyngra member. In addition, where surveys
are required by international conventions and apwading laws and ordinances of a flag state, ldssification society will undertake them

on application or by official order, acting on bHlad the authorities concerned.

The classification society also undertakes on rsioher surveys and checks that are requireddiylagons and requirements of the flag
state. These surveys are subject to agreementsimadeh individual case and/or to the regulatioihe country concerned.

For maintenance of the class, regular and extraargdisurveys of hull, machinery, including the &leal plant, and any special equipment
classed are required to be performed as follows:

Annual Surveys: For seagoing ships, annual surasysonducted for the hull and the machinery, iiclg the electrical plant, and where
applicable for special equipment classed, at imtlsref 12 months from the date of commencemerti@ttass period indicated in the
certificate.

Intermediate Surveys: Extended annual surveysedeered to as intermediate surveys and typicallycanducted two and one-half years after
commissioning and each class renewal. Intermediateeys may be carried out on the occasion oféhersl or third annual survey.

Class Renewal Surveys: Class renewal surveyskatsen as special surveys, are carried out for tiy@sshull, machinery, including the
electrical plant, and for any special equipmensséal, at the intervals indicated by the charadtelagsification for the hull. At the special
survey, the vessel is thoroughly examined, inclgdindio-gauging to determine the thickness of teel structures. Should the thickness be
found to be less than class requirements, theifitag®on society would prescribe steel renewalse Elassification society may grant a one-
year grace period for completion of the speciavsyr Substantial amounts of money may have to betdpr steel renewals to pass a spe
survey if the vessel experiences excessive weateandin lieu of the special survey every foufiee years, depending on whether a grace
period was granted, a shipowner has the optiomrahging with the classification society for thessel's hull or machinery to be on a
continuous survey cycle, in which every part of Weesel would be surveyed within a five-year cycle.

At an owner's application, the surveys requireccfass renewal may be split according to an agsebddule to extend over the entire period
of class. This process is referred to as contingtass renewal.

All areas subject to survey as defined by the dlaation society are required to be surveyed ast@nce per class period, unless shorter
intervals between surveys are prescribed elsewfieeeperiod between two subsequent surveys of a@ehmust not exceed five years.

Most vessels are also dry-docked every 30 to 3@linsdior inspection of the underwater parts andépairs related to inspections. If any
defects are found, the classification surveyor iggle a "recommendation” which must be rectifigdhe ship owner within prescribed time
limits.

Most insurance underwriters make it a conditioniieurance coverage that a vessel be certifiethaddss" by a classification society which
is a member of the International Association ofsSification Societies. All our vessels are cetifées being "in class" by the American
Bureau of Shipping, Lloyd's Register of Shippind>a&t Norske Veritas. All new and secondhand vedbalswe purchase must be certif



prior to their delivery under our standard consartd memorandum of agreement. If the vessel isettified on the date of closing, we have
no obligation to take delivery of the vessel.

Risk of Loss and Liability Insurance General

The operation of any cargo vessel includes riskb st mechanical failure, collision, property lasrgo loss or damage and business
interruption due to political circumstances in igrecountries, hostilities and labor strikes. In#idn, there is always an inherent possibility
of marine disaster, including oil spills and otkervironmental mishaps, and the liabilities arisirmgn owning and operating vessels in
international trade. OPA, which imposes virtualhfimited liability upon owners, operators and degribarterers of any vessel trading in the
United States exclusive economic zone for certdipatlution accidents in the United States, haslenbability insurance more expensive for
ship owners and operators trading in the UniteteStearket. While we carry loss of hire insurarcedver 100% of our fleet, we may not be
able to maintain this level of coverage. Furthemmavrhile we believe that our present insurance re@eis adequate, not all risks can be
insured, and there can be no guarantee that anifisggaim will be paid, or that we will always lable to obtain adequate insurance cove
at reasonable rates.

Hull and Machinery Insurance

We have obtained marine hull and machinery andrisliinsurance, which includes the risk of actuatenstructive total loss, for all of the
vessels in our fleet. The vessels in our fleeteaeh covered up to at least fair market value, détthuctibles of $100,000 per vessel per
incident, except for 4 of our Suezmax tankers, Wiiave deductibles of $200,000 per vessel perémtidVe also arranged increased value
coverage for each vessel. Under this increasecvauerage, in the event of total loss of a vesgelill be able recover for amounts not
recoverable under the hull and machinery policydason of any under-insurance.

Protection and Indemnity Insurance

Protection and indemnity insurance is provided lyual protection and indemnity associations, or R&ociations, which covers our third
party liabilities in connection with our shippingtaities. This includes third party liability arather related expenses of injury or death of
crew, passengers and other third parties, losamade to cargo, claims arising from collisions vaither vessels, damage to other third party
property, pollution arising from oil or other sudastes, and salvage, towing and other related dostsding wreck removal. Protection and
indemnity insurance is a form of mutual indemnitgurance, extended by protection and indemnity ed@ssociations, or "clubs." Subject to
the "capping" discussed below, our coverage, excemollution, is unlimited.

Our current protection and indemnity insurance cage for pollution is $1 billion per vessel perigent. The fourteen P&| Associations that
comprise the International Group insure approximge28% of the world's commercial tonnage and havtered into a pooling agreement to
reinsure each association's liabilities. Each P&sdciation has capped its exposure to this poalgrgement at $4.25 billion. As a member of
a P&l Association, which is a member of the Inté¢ioraal Group, we are subject to calls payable &absociations based on its claim records
as well as the claim records of all other membétheindividual associations, and members of thel pf P&l Associations comprising the
International Group.

Competition

We operate in markets that are highly competitive based primarily on supply and demand. We comnfpeteharters on the basis of price,
vessel location, size, age and condition of theelesis well as on our reputation as an operaterakkange our time charters and voyage
charters in the spot market through the use ofdamjkwho negotiate the terms of the charters basedarket conditions. We compete
primarily with owners of tankers in the Suezmax atahdymax class sizes. Ownership of tankers ishighgmented and is divided among
major oil companies and independent vessel owners.

Legal Proceedings Against Us

We are party, as plaintiff or defendant, to a vgra lawsuits for damages arising principally frggarsonal injury and property casualty
claims. Most claims are covered by insurance, stitgecustomary deductibles. We believe that tldsiens will not, either individually or in
the aggregate, have a material adverse effect,auunginancial condition or results of operatioRsom time to time in the future we may be
subject to legal proceedings and claims in thenangi course of business, principally personal inpmd property casualty claims. Those
claims, even if lacking merit, could result in txpenditure of significant financial and managemisources. We have not been involved in
any legal proceedings which may have, or have r&gréficant effect on our financial position, reme we aware of any proceedings that are
pending or threatened which may have a signifieffiect on our financial position.

Organizational Structure

Top Tankers Inc. is the sole owner of all outstagdihares of the subsidiaries listed in Notes 11&hdf our Consolidated Financial
Statements under Item 18. See also Exhibit 8.1.

Properties



We have no freehold or leasehold interest in anyproperty. We lease office space in Athens, Grerom Pyramis Technical Co., SA
which is wholly-owned by John Pistiolis, the fatloérour Chief Executive Officer. In addition, ouewly established subsidiary TOP
TANKERS (UK) LIMITED, engaged in chartering actid@s involving the Company's vessels, leases offiae in London, from an
unrelated third party.

ITEM 5. Operating and financial review and prospecs

The following is a discussion of our financial ca@ih and results of operations for the years eridedember 31, 2004, 2003 and 2002. You
should read this section together with the conatdid financial statements including the notes ¢sétfinancial statements for the periods
mentioned above.

We are a provider of international seaborne trartapon services, carrying refined petroleum pradumd crude oil. As of December 31,
2004, our fleet consisted of 15 vessels, comprided. Product tankers and 4 Suezmax tankers, witkedcargo carrying capacity of
approximately 1.1 million deadweight tons, or dwt.

We actively manage the deployment of our fleet leetwspot market voyage charters, which generatyflam several days to several we¢
and time charters, which can last up to severaisy@aspot market voyage charter is generally d@raghto carry a specific cargo from a load
port to a discharge port for an agreed upon tatedunt. Under spot market voyage charters, we pggag® expenses such as port, canal and
fuel costs. A time charter is generally a conttaatharter a vessel for a fixed period of time apacified daily rate. Under time charters, the
charterer pays voyage expenses such as port, maghdliel costs. Under both types of charters, wefpavessel operating expenses, which
include crew costs, provisions, deck and engineestdubricating oil, insurance, maintenance aipairs, as well as for commissions on gross
charter rates. We are also responsible for theeVesstermediate and special survey costs.

Vessels operating on time charters provide mordigtable cash flows, but can yield lower profit gias than vessels operating in the spot
market during periods characterized by favorableketaconditions. Vessels operating in the spot miaglenerate revenues that are less
predictable but may enable us to capture increpssfd margins during periods of improvements iss&l rates although we are exposed to
the risk of declining vessel rates, which may haweaterially adverse impact on our financial perfance. We are constantly evaluating
opportunities to increase the number of our vesispéoyed on time charters, but only expect toreinte additional time charters if we can
obtain contract terms that satisfy our criteria.

On July 23, 2004, our common stock was listed enNbhsdaq National Market, under the symbol "TORT¢onnection with our initial

public offering. The net proceeds of our initiabfia offering, approximately $124.4 million, weremparily used to finance the acquisition of
10 vessels, comprised of 8 ice-class double-hutidyienax tankers and 2 double-hull Suezmax tankérs.tdtal cost of the acquisition was
approximately $251.3 million. TOP Tanker Management wholly-owned subsidiary, has subcontractedddy to day technical
management, crewing and certain purchasing furstidéthese 10 tankers to Unicom Management, arfiliatfd ship management company
operating in Cyprus.

On November 5, 2004 we completed a follow-on offgrof our common stock. The net proceeds of oloviebn offering, approximately
$139.4 million, were used primarily to finance #eguisition of 5 double-hull Suezmax tankers. Tdtaltcost of the acquisition was
approximately $257.0 million. TOP Tanker Management wholly-owned subsidiary, has subcontractedddy to day technical
management and crewing of four of these vessalsShips, an unaffiliated ship management compargratmg in Glasgow, Scotland and
the day to day technical management, crewing artdingourchasing functions of the remaining vesséJnicom Management, an
unaffiliated ship management company operatingyipra@s.

Results of Operations

For discussion and analysis purposes only, we atalperformance using time charter equivalent,@E,Trevenues. TCE revenues are vo'
revenues minus voyage expenses. Voyage expensaibyiconsist of port, canal and fuel costs thratunique to a particular voyage, which
would otherwise be paid by a charterer under a thaster, as well as commissions. We believe treggnting voyage revenues, net of
voyage expenses, neutralizes the variability ctelyeunique costs associated with particular vogagehe deployment of vessels on time
charter or on the spot market and presents a noorgate representation of the revenues generatedryessels.

We calculate daily TCE rates by dividing TCE reveaby voyage days for the relevant time period.&#8e generate demurrage revenue,
which represents fees charged to charterers agsteigth our spot market voyages when the chareteeeds the agreed upon time required
to load or discharge a cargo. We calculate dailgativessel operating expenses and daily genedahdministrative expenses for the relevant
period by dividing the total expenses by the aggtegumber of calendar days that we owned eacletdokthe period.

We depreciate our tankers on a straight-line bagis their estimated useful lives determined t@bgears from the date of their initial
delivery from the shipyard. Depreciation is basadost less the estimated residual value. We dixgitte total costs associated with a
drydocking and amortize these costs on a strdigatbasis over the period when the next drydockiagomes due, which is typically 30 to
months. Regulations and/or incidents may changesdtimated dates of next drydockings.

Year ended December 31, 2004 compared to the pelmdeDecember 31, 20!



VOYAGE REVENUES--Voyage revenues increased by $7tillfon, or 306.1%, to $93.8 million for 2004 coamed to $23.1 million for the
prior year. This increase is due to the acquisitib@ tankers and 10 tankers during the first dmdi tquarter of 2004, respectively, which
contributed $66.7 million in voyage revenues areldherall stronger spot market during 2004 whiaheased the voyage revenues generatec
by the remaining vessels to $27.1 million in 20@hf $23.1 million in 2003.

VOYAGE EXPENSES-Yoyage expenses primarily consist of port, candl fael costs that are unique to a particular voydgese expense
which are paid by the charterer under a time chadetract, as well as commissions, increased $hilidn, or 186.4%, to $16.9 million for
2004 compared to $5.9 million for the prior yedhisTincrease is primarily due to the increase éaherage number of tankers in our fleet
during 2004 compared to the prior year, as wethasncrease in the cost of fuel to operate thkeem

NET VOYAGE REVENUE:¢--Net voyage revenues, which are voyage revenuessnioyage expenses, increased by $59.8 million, or
349.7%, to $76.9 million for 2004 compared to $1million for the prior year. This increase is thesult of the increase in the average nur
of tankers in our fleet and the overall strongatsparket during 2004 compared to the prior yeae average number of tankers in our fleet
increased 118.2% to 9.6 tankers during 2004 condptard.4 tankers during the prior year.

2003 2004
Dollars in thousands
VOYage reVENUES.......ccccueeeriieeeiieaaieaaans $23,085 $93,829
Less Voyage eXPenses. ........cocveveeeenivneeenn. (5,937) (16,898)
Net voyage revenues.............ccceeeevveeenneen. $17,148 $76,931

The following describes our charter revenues f@428s compared to the prior year:
o Average daily TCE rate increased by $12,625,14r 7%, to $23,929 for 2004 compared to $11,304Herprior year.

0 $32,138,000, or 41.7%, of net voyage revenuegeasrated by time charter contracts and $44,79300B.3%, of net voyage revenue
was generated in the spot market during 2004, cozdpa $7,506,000, or 43.9%, of net voyage reveyareerated by time charter contracts,
and $9,642,000, or 56.1%, of net voyage revenuergéed in the spot market during the prior year.

o Tankers operated an aggregate of 1,780 day%.4%% on time charter contracts and 1,435 day44@%, in the spot market during 2004,
compared to 543 days, or 35.8%, on time chartetracts and 974 days, or 64.2%, in the spot mankend the prior year.

o Average daily time charter rate was $18,055 6fi22compared to average daily time charter ra®l8{824 for the prior year.
o0 Average daily spot rate was $31,215 for 2004 amenpto average daily spot rate of $9,899 for tiar year.

VESSEL OPERATING EXPENSES -- Vessel operating espenwhich include crew costs, provisions, deckengine stores, lubricating
oil, insurance, maintenance and repairs, increbge&8.5 million, or 101.2%, to $16.9 million for @@ compared to $8.4 million for the prior
year. This increase is primarily due to the inceciashe average number of tankers in our fleetclvincreased 118.2% between the peri
Daily vessel operating expenses per tanker deatdas8439, or 8.4%, to $4,794 for 2004 comparedbi@33 for the prior year. This
decrease is the result of lower crewing and inga@axpenses associated with the economies of stafierating a larger fleet during the
year, compared to the previous year and the sutaatinty of the day to day technical managemenwyiog and certain purchasing functic
of our vessels to V.Ships Management Limited anctém Management during the third quarter of 200dr @essel operating expenses
depend on a variety of factors, many of which agamd our control and affect the entire shippirdustry.

MANAGEMENT FEES, SUB-MANAGER FEES AND GENERAL AND BMINISTRATIVE EXPENSES--General and administrative
expenses, which include all of our onshore experisedees that Primal Tankers Inc., our former ag@ment company, charged to manage
our vessels, and the fees paid to V.Ships Managebhimaited and Unicom Management, increased by $@lBon, or 377.8%, to $8.6 millio
for 2004 compared to $1.8 million for the prior yeBhis increase is due to increased staff andtiaddi administrative costs in connection
with the operation of our larger fleet, and theietypically associated with public companies emthe compensation of our senior
management and directors, which was in the aggeegabunt of $4.4 million. Daily general and adntiive expenses per tanker increased
$1,311, or 116.2%, to $2,439 for 2004 comparedlt@38 for the prior year.

FOREIGN CURRENCY GAINS OR LOSSES--We incurred a $05 foreign currency loss for 2004 compared tosa bf $105,000 for the
prior year.

GAIN ON SALE OF VESSELS--During the last quarter2®04 we sold the vessels M/T Tireless and M/T Reaslogue and we realized a
total gain of $638,000.

DEPRECIATION AND AMORTIZATION--Depreciation and amtization, which include depreciation of tankerffice furniture and
equipment as well as amortization of drydockingsréased by $10.4 million, or 247.6%, to $14.6ionilfor 2004 compared to $4.2 million
for the prior year. This increase is primarily daghe increase in the average number of tankesariffleet, the increase in the book value
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our fleet as a result of our acquisitions of taslauring 2004, and the amortization of capitalieegdenses associated with drydockings that
occurred for the first time to vessels that ard phour fleet.

2003 2004
Dollars in thousands
Vessels depreciation eXpense......cccceceeeveeee $3,604 $13,073
Office furniture and equipment depreciation expense ... 0 35
Amortization of drydockings.........ccceveveeeeee. L $599 1,514

$4,203 $14,622

Depreciation of vessels increased by $9.5 mill@mm263.9%, to $13.1 million for 2004 compared to6Jiillion for the prior period. This
increase is due to the increase in the book vdloerofleet as a result of our acquisitions of tarskduring 2004 compared to the prior year.

Amortization of drydockings increased by $0.9 roiflj or 150.0%, to $1.5 million for 2004 compared@6 million for the prior year. This
increase includes amortization associated with 8#libn of capitalized expenditures relating toréankers during 2004 compared to $2.4
million of capitalized expenditures during the pry@ar. This increase is the result of the amaitineof capitalized expenses associated
mainly with drydockings which took place after Sapber 30, 2004, all of which relate to tankers Wwhiave capitalized drydocking
expenditures for the first time since we acquitezht. We anticipate that the amortization assocmidddrydockings will continue to
increase in 2005 due to the increase in the averagder of tankers in our fleet, the increase stxassociated with drydockings, and tha
are currently drydocking vessels for the first tigigce these vessels became part of our fleet.

NET INTEREST EXPENS--Net interest expense increased by $3.4 millior261.5%, to $4.7 million for 2004 compared to $tillion for
the prior year. This increase is the result ofitteeease in our weighted average outstanding debtrasult of our acquisitions of tankers. Net
interest expense is anticipated to continue toeim®e in 2005 as a result of the debt that we iadurr connection with our acquisition of
additional tankers.

OTHER NET-We recognized a gain of $0.1 million during 2004npared to a gain of $0.4 million during the prieay. The amount relatir
to 2003 relates to the excess amount the Compaejveal in connection with a claim for damagesdoéssels compared to the actual costs
associated with the repairs.

NET INCOME--Net income was $32.8 million for 2004 compareaéd income of $1.6 million for the prior year.
Year ended December 31, 2003 compared to the pei@deDecember 31, 2002

VOYAGE REVENUES--Voyage revenues increased by $iiillion, or 102.6%, to $23.1 million for 2003 coamed to $11.4 million for the
prior year. This increase is due to the acquisitibM/T Fearless and M/T Tireless in February amaeJ2003, respectively, which contributed
$7.6 million in voyage revenues and the overatireger spot market during 2003 which increased tyage revenues generated by the
remaining vessels to $15.5 million in 2003 from $illion in 2002.

VOYAGE EXPENSES-Yoyage expenses primarily consist of port, candl fael costs that are unique to a particular voydgese expense
which are paid by the charterer under a time chadetract, as well as commissions, increased ®#I®n, or 78.8%, to $5.9 million for
2003 compared to $3.3 million for the prior yeahnisTincrease is primarily due to the increase eaherage number of tankers in our fleet
during 2003 compared to the prior year, as wethadncrease in the cost of fuel to operate thkeem

NET VOYAGE REVENUE¢-Net voyage revenues, which are voyage revenuessmioyage expenses, increased by $9.0 million, dri2a
to $17.1 million for 2003 compared to $8.1 millifur the prior year. This increase is the resulthefincrease in the average number of
tankers in our fleet and the overall stronger spatket during 2003 compared to the prior year. dverage number of tankers in our fleet
increased 51.7%, to 4.4 tankers compared to 2k&tarior 2003 compared the prior year.

2002 2003
Dollars in thousands
VOyage reVENUES.......ccccueeerieeeaieaaaiieaans $11,426 $23,085
Less Voyage eXpensesS. .....cccvveveeeeeeeeennnnnns (3,311) (5,937)
Net voyage revenues...........cccceeevueeennnnen. $8,115 $17,148

The following describes our charter revenues f@38s compared to the prior year:
o Average daily TCE rate increased by $2,860, d8%3to $11,304 for 2003 compared to $8,444 fomptter year.

0 $7,506,000, or 43.9%, of net voyage revenue wasigted by time charter contracts and $9,642@®0865.1%, of net voyage revenue v
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generated in the spot market during 2003, comparéd,977,000, or 24.7%, of net voyage revenuerg¢ee by time charter contracts, and
$6,137,000, or 75.3%, of net voyage revenue gesetiatthe spot market during the prior year.

0 Tankers operated an aggregate of 543 days, 8¥@3%n time charter contracts and 974 days, or9%4i2 the spot market during 2003,
compared to 160 days, or 16.6%, on time chartetracts and 801 days, or 83.4%, in the spot mankend the prior year.

o Average daily time charter rate was $13,824 6f¥compared to average daily time charter ra&l@f359 for the prior year.
o Average daily spot rate was $9,899 for 2003 caetbéo average daily spot rate of $7,662 for therprear.

VESSEL OPERATING EXPENSES -- Vessel operating espsenwhich include crew costs, provisions, deckengine stores, lubricating
oil, insurance, maintenance and repairs, increbgek8.9 million, or 86.7%, to $8.4 million for 20@®mpared to $4.5 million for the prior
year. This increase is primarily due to the inceciashe average number of tankers in our fleetclvincreased 51.7% between the perit
The lower rate of increase in vessel operating es@e relative to the increase in the average nuofliankers in our fleet and the growth in
the average size of the tankers that comprisedeeirduring 2003 compared to 2002 is primarily tméhe lower maintenance and repair
expenses during 2002. Daily vessel operating exgseper tanker increased by $864, or 19.8%, to 85@32003 compared to $4,369 for the
prior year. This increase is the result of the ghoin the average size of the tankers in our flagtarger tankers are inherently more expel
to operate, and as a result of the low vessel tipgraxpenses incurred during 2002 described abdweincrease in daily vessel operating
expenses was the result of the growth in the aeesamp of the tankers in our fleet and the pergentd Suezmax tankers that comprise our
fleet. Suezmax tankers are larger and inherentiyeragpensive to operate than product tankers. €ssel operating expenses depend on a
variety of factors, many of which are beyond ountcal and affect the entire shipping industry.

GENERAL AND ADMINISTRATIVE EXPENSES-General and administrative expenses, which is piiynthe fees that Primal Tankers i
charged to manage our vessels, increased by $lli@mor 125.0%, to $1.8 million for 2003 companed$0.8 million for the prior year. This
increase is due to an increase in the managemechfeged by Primal Tankers Inc. as a result ofrtbiease in the payroll expenses inclu

the increase in the number of its personnel ariBiom the increase in the average number of tarikewsr fleet, which increased 51.7%,
during 2003 compared to the prior year. Daily gahand administrative expenses per tanker incred348, or 44.1%, to $1,128 for 2003
compared to $783 for the prior year, this incraaghie to an increase in the management fee chaggBdmal Tankers Inc. as a result of the
increase in the payroll expenses including thegase in the number of personnel arising from theease in the average number of tankers in
our fleet, which increased 51.7%, during 2003 camegao the prior year. We did not pay any compeosab the members of our senior
management or our directors during the year endambidber 31, 2003.

FOREIGN CURRENCY GAINS OR LOSSES--We incurred a%000 foreign currency loss for 2003 compared ltwsa of $62,000 for the
prior year.

DEPRECIATION AND AMORTIZATION--Depreciation and amtization, which include depreciation of tankersas| as amortization of
drydockings, increased by $1.8 million, or 75.086$4.2 million for 2003 compared to $2.4 milliorr tbe prior year. This increase is
primarily due to the increase in the average bamldesof our fleet as a result of our acquisitiohtaokers during 2003, and the amortization
of capitalized expenses associated with drydockiihgsoccurred for the first time to vessels thratfzart of our fleet.

2002 2003
Dollars in thousands
Vessels depreciation expense........ccccceeeveeeee L $2,213  $3,604
Amortization of drydockings.......ccccooeveveeeee L $177  $599

$2,390 $4,203

Depreciation of vessels increased by $1.4 mill@mr63.6%, to $3.6 million for 2003 compared to $&1#lion for the prior period. This
increase is due to the increase in the book vdloeiofleet as a result of our acquisitions of tarskduring 2003 compared to the prior year.

Amortization of drydockings increased by $0.4 roiflj or 200.0%, to $0.6 million for 2003 compare&@2 million for the prior year. This
increase includes amortization associated with 88lébn of capitalized expenditures relating tor@éankers during 2003 compared to $0.5
million of capitalized expenditures during the pryear.

NET INTEREST EXPENS--Net interest expense increased by $0.3 millior8®0%, to $1.3 million for 2003 compared to $million for
the prior year. This increase is the result ofitteeease in our weighted average outstanding debtrasult of our acquisitions of tankers
during 2003. The magnitude of the increase in merést expense relative to the increase in oughted average outstanding debt was
mitigated by the overall lower interest rate enmireent during 2003 compared to the prior year.

OTHER NET-We recognized a gain of $0.4 million during 2008pared to a gain of $0.9 million during the prigay. These gains relate
the excess amount the Company received in conmegiit a claim for damages to its vessels comptrdle actual costs associated with the
repairs.

NET INCOME--Net income was $1.6 million for 2003 compared tbineome of $0.2 million for the prior yee



Liquidity and capital resources

Since our formation, our sources of funds have leegiity provided by our shareholders, long-ternrdneings and operating cash flows. Our
principal use of funds has been capital expendittzesstablish and grow our fleet, maintain thdityuaf our vessels, comply with
international shipping standards and environmdated and regulations, fund working capital requiesnts, make principal repayments on
outstanding loan facilities, and pay dividends. &¥pect to rely upon operating cash flows, long-teorrowings and equity financings to
implement our growth plan. We believe that our entrcash balance as well as operating cash floWbsevsufficient to meet our liquidity
needs for the next year.

Our practice has been to acquire vessels usingnhioation of funds received from equity investonsl dank debt secured by mortgages on
our vessels. Our business is capital intensiveitarfdture success will depend on our ability tamein a high-quality fleet through the
acquisition of newer vessels and the selectiveafatdder vessels. These acquisitions will be ppalty subject to management's expectation
of future market conditions as well as our abiliyacquire vessels on favorable terms.

On July 23, 2004, the Company completed its infiighlic offering on the Nasdaqg National Marketthis respect, 12,258,570 shares of
common stock were issued at $11.00 per share. &hgroceeds of the initial public offering total®t24.4 million of which approximately
$112.1 million were used to acquire 10 double-tankers, consisting of 8 Handymax and 2 Suezmadymtdankers, and approximately
$12.3 million for general corporate purposes. Iditahn, 20,000 shares of common stock were soll pnivate transaction to Sovereign
Holdings, a company owned by our Chief Executivédef, at the same price as those sold to the publi

On November 5, 2004, the Company completed a fethaveffering of its common stock on the Nasdaq dvai Market. In this respect,
9,552,420 shares of common stock were issued ab@per share. 822,581 of these shares of our consteck were issued to Kingdom
Holdings. The net proceeds of the follow-on offgrintaled $139.4 million of which approximately $17 million were used for the
acquisition of 5 double-hull Suezmax tankers, gograximately $22.7 million were used to repay atiporof our debt.

Cash and cash equivalents increased $112.5 miti¢i14.8 million as of December 31, 2004 compaoe®P.3 million as of December 31,
2003. That increase includes a portion of the prdsef our follow-on offering on November 5, 20@Ajich have been used, prior and
subsequent to December 31, 2004, to finance théisitign of 5 Suezmax tankers. Working capitalusrent assets minus current liabilities,
including the current portion of long-term debt. kkag capital surplus was $98.2 million as of Debem31, 2004, compared to a working
capital deficit of $4.1 million as of December 2D03. The current portion of long-term debt, netiwdmortized deferred financing costs,
included in our current liabilities was $19.5 natli and $4.0 million as of December 31, 2004 andebdaer 31, 2003, respectively.

EBITDA, as defined in Footnote 3 to the "SelectathRcial Data" in Item 3 above, increased by $44ilfion, or 623.6%, to $52.1 million fi
2004 compared to $7.2 million for the prior yedhisTincrease is due to the growth of our fleet tredoverall stronger tanker market during
2004 compared to the prior year.

EBITDA, increased by $3.6 million, or 100.0%, to.&Tillion for 2003 compared to $3.6 million foretlprior year. This increase is due to
growth of our fleet and the overall stronger tank@rket during 2003 compared to the prior year.

NET CASH FROM OPERATING ACTIVITIE--increased 483.7% to $28.6 million during 2004npared to $4.9 million during the prior
year. This increase is primarily attributable to ileome of $32.8 million and depreciation and aization, which includes depreciation
vessels, depreciation for office furniture and eguént, amortization of deferred drydocking costd amortization of deferred financing fees,
of $15.4 million for 2004, compared to net inconi&b.6 million and depreciation and amortizatiorsdf3 million during the prior year.

NET CASH USED IN INVESTING ACTIVITIES--was $344.9 million during 2004 compared to nethcased in investing activities of $19.7
million during the prior year. During 2004, we exped $327.6 million for the acquisition of 12 tarkecompared to expending $19.6 mill
for the acquisition of 2 tankers during the prieay.

NET CASH FROM FINANCING ACTIVITIES--was $428.7 million during 2004 compared to nethciiom financing activities of $17.0
million during the prior year. The change in casbvided by financing activities relates to the doling:

o Net proceeds from borrowing under long-term defrte $281.9 million in connection with the acquésitof 4 Suezmax tankers and 8
product tankers during 2004 compared to $25.9 anilin connection with our acquisition of 2 prodtartkers during the prior year.

o Principal repayments of long-term debt were $318illion during 2004 compared to $14.3 million ohg the prior year.

o Net issuance of common stock and capital cortidha to additional paid in capital were $281.1limil during 2004 compared to $6.5
million during the prior year as a result of ouitiad public offering on July 23, 2004 and our fmN-on offering on November 5, 2004.

o Dividends of $2.3 million paid during 2004 comgaito $0.6 million paid during the prior year.

NET CASH FROM OPERATING ACTIVITIE--increased 104.2% to $4.9 million during 2003, paned to $2.4 million during the prior
year. This increase is primarily attributable to ineome of $1.6 million and depreciation and anzatton of $4.3 million for 2003 compart



to net income of $0.2 million and depreciation anabrtization of $2.5 million during the prior year.

NET CASH USED IN INVESTING ACTIVITIE--was $19.7 million during 2003 compared to nehoased in investing activities of $18.3
million during the prior year. During 2003, we exrpled $19.6 million for the acquisition of two tan&kecompared to expending $18.5 mill
for the acquisition of one tanker during the psiear.

NET CASH FROM FINANCING ACTIVITIES--was $17.0 million during 2003 compared to nehdasm financing activities of $14.2
million during the prior year. The change in casbvided by financing activities relates to the doling:

o Net proceeds from borrowing under long-term dedrte $25.9 million in connection with the acquisitiof 2 product tankers during 2003
compared to $15.6 million in connection with ougaisition of 1 product tanker during the prior year

o Principal repayments of long-term debt were $HilBon during 2003 compared to $2.6 million dugithe prior year.

o Capital contributions to additional paid in capivas $6.5 million during 2003 compared to $2.8iom during the prior year.
Summary of Contractual Obligations

The following table sets forth our contractual ghtions and their maturity dates as of Decembe2304.

Payments due by period

2-3 4-5 More than
Contractual Obligations: Total 1 year years years 5 years

(in thousands of $)

Long term debt 197,000 20,000 40,000 40,000 97,000
Operating leases 3,438 622 1,244 1,244 328
Vessel Acquisitions 230,850 230,850 - - -

Total 431,288 251,472 41,244 41,244 97,328

As of December 31, 2004, the outstanding balan@aiotredit facility with the Royal Bank of Scotinwhich we refer to as the initial credit
facility, was $197.0 million, maturing in 2012. Theterest rate for the first $98.5 million is LIBORhereas with respect to the remaining
$98.5 million, we have entered into a four yearpagreement with the Royal Bank of Scotland faxed interest rate of 3.61%. In addition
to these interest rates, the outstanding amownttifect to a bank spread, which will be adjusteatiguly to 100 basis points if the ratio of the
outstanding loan balance to the aggregate marke¢ wd our vessels securing the loan is less thagoal to 60%; 112.5 basis points if this
ratio is greater than 60% but less than 70%; ortig¥s points if this ratio is greater than 70%e Titial credit facility is collateralized by
mortgages on 15 of the vessels in our fleet.

The initial credit facility contains, among othéirgs, financial covenants requiring us to enshag the aggregate market value of the
mortgaged vessels at all times exceeds 130% afgheegate outstanding principal amount under the &md to maintain minimum liquid
funds with the lender of not less than the great&10.0 million or $0.5 million per vessel in diget. We are permitted to pay dividends
under the loan so long as we are not in defaudtlotin covenant.

We are obligated to repay the principal amount@rtdnsecutive semi-annual installments of $10.0ianileach commencing on March 31,
2005, together with a balloon payment of $37.0iomlpayable with the final installment. Our initededit facility allows us, subject to cert:
conditions, to defer up to two namnsecutive payments of the first ten schedulatcral payments of $10.0 million each, provided théee
of 1% shall be payable on any deferred installna@dt a maximum of $20.0 million may be deferredrgt @me.

TOP Tanker Management, our wholly-owned subsidiaryesponsible for the chartering, operational &tinical management of our tanker
fleet, including crewing, maintenance, repair, tal@xpenditures, drydocking, vessel taxes, maiinigiinsurance and other vessel operating
expenses under management agreements with out wessag subsidiaries. As of December 31, 2004, TaRker Management has
subcontracted the day to day technical managermewjng and certain purchasing functions of 1thefv¥essels in our tanker fleet to Unic
Management, a ship management company operati@ggrus, and has subcontracted the day to day temhmianagement and crewing of 5
of the vessels in our tanker fleet to V.Ships Mamagnt Limited, a ship management company operati@asgow, Scotland. TOP Tanker
Management pays a monthly fee of $14,000 per vessidr its agreements with Unicom Management amdrthly fee of $10,000 per
vessel under its agreements with V.Ships Managerbitter the terms of these agreements, Unicom Managt and V.Ships Management
agreements may be terminated at any time upon 3hsowtice.

In July 2004, we entered into an agreement to leffi® space in Athens, Greece from Pyramis Tazdir©o. SA, which is wholly owned by
the father of our Chief Executive Officer. The agrent is for a duration of six years initially, véin option for an extension of four years.
The monthly rental is Euro 39,000 adjusted annuallynflation effective January 1, 2006. The tatghimum rental payable under this lease
for the six years ending December 31, 2010, bedageadjustment for inflation and translated ushmgéxchange rate of US$/Euro on
December 31, 2004, is approximately $3.4 milli



Other major capital expenditures include funding maintenance program of regularly scheduled inéeliate survey or special survey
drydocking necessary to preserve the quality ofvessels as well as to comply with internationgbgimg standards and environmental laws
and regulations. Although we have some flexibitegarding the timing of this maintenance, the castsrelatively predictable. Management
anticipates that these vessels which are younger1b years are required to undergo in-water irgdiate surveys 2.5 years after a special
survey drydocking and that vessels are to be diy@tbevery five years, while vessels 15 years ogradale to be drydocked for an
intermediate survey every 2.5 years in which cheeatlditional intermediate survey drydockings tidieeplace of in-water surveys.

During 2004, we had 250 off hire days associatet widrydockings. During 2003 we had 83 off hirgglassociated with 2 drydockings.
Each intermediate survey drydocking is estimateg¢pire approximately 25 days and each speciakgudrydocking is estimated to require
approximately 35 days. In addition to the costsdbed above, drydockings result in off hire tinoe & vessel, during which the vessel is
unable to generate revenue. Off hire time inclubesactual time the vessel is in the shipyard dsageballast time to the shipyard from the
port of last discharge. The ability to meet thismtenance schedule will depend on our ability toegate sufficient cash flows from
operations or to secure additional financing.

Recent developments
New Credit Facilities:
Royal Bank of Scotland Facility:

In February 2005, we entered into a financing agexg with the Royal Bank of Scotland, to which wéer as the new credit facility, to
partially finance the acquisition of 3 of the 5 #ithal Suezmax tankers acquired in connection withfollow-on offering of our common
shares (the M/T Priceless, the M/T Noiseless aadvAI Faultless), 4 Handymax tankers (the M/T Tlasg, the M/T Dauntless, the M/T
Soundless and the M/T Topless) and to refinancéhre outstanding balance of our initial creditifgc The new credit facility was for the
amount of $424.8 million divided into three transtod $197.0 million, $83.8 million and $144.0 nolti (Tranches A, B and C, respectively).
The $197.0 million tranche is payable in 16 equaisecutive semi-annual installments of $10.0 nmilkach, beginning on March 31, 2005,
together with a balloon payment of $37.0 millioryghle with the final installment. The $83.8 millitnanche is payable in 14 varying semi-
annual installments beginning on July 31, 2005etiogr with a balloon payment of $17.0 million pagalith the final installment. The
$144.0 million tranche is payable in 17 semi-anrinstallments of $6.3 million, beginning on NovemB@, 2005, together with a balloon
payment of $36.9 million payable with the finaltaltment. Additional terms and conditions of thevneredit facility are as follows:

The initial interest rate on the new credit fagiig 100 basis points over LIBOR. The interest mailebe adjusted quarterly to 112.5 basis
points over LIBOR if the Security Value (as defiriadhe new credit facility) is less than 167% loé foan but greater than or equal to 143%
of the loan; or 125 basis points over LIBOR if 8ecurity Value (as defined in the new credit fagilis less than 143% of the loan. The new
credit facility is collateralized by a first prityimortgage on each of the 15 vessels we ownefleamber 31, 2004, and on each of the 4
Handymax tankers and 3 Suezmax tankers mentiormckab

The new credit facility contains, among other tlsinfijnancial covenants requiring us to: ensure tf@taggregate market value of our fleet at
all times exceeds 130% of the aggregate outstamptingipal amount under the new credit facility;imain minimum liquid funds with the
lender of not less than the greater of $10.0 mmiltho $0.5 million per vessel in our fleet; ensurattour total assets minus our debt will not at
any time be less than $200.0 million and at aleSnexceed 35% of our total assets; ensure thatBEB(&s defined in the new credit facility)
will at all times exceed 120% of the aggregatentdriest expenses and debt due at a particulardema meet minimum working capital
requirements. The new credit facility also contajeseral covenants that require us to maintainwategnsurance coverage and obtain the
bank's consent before we incur new indebtednessstBacured by the vessels mortgaged thereundaddition, the new credit facility
prohibits us, without the lender's consent, frompaipting a chief executive officer other than Evelog Pistiolis and requires that the vessels
mortgaged thereunder be managed by TOP Tanker Marexg, which will subcontract the technical managetnof the mortgaged vessels to
V.Ships Management Limited, Unicom Management anydather company acceptable to the lender. Webeilbermitted to pay dividends
under the new credit facility so long as we areinatefault of a loan covenant.

We paid a fee of 1.0%, 1.0% and 0.75% of the amofimtanche A, B and C, respectively of the loartlm date that we signed the loan
agreement, and a commitment fee of 0.25% per arghathaccrue on the amount of the undrawn balamee the date that we signed the
offer letter which shall be payable one month irears and on the date of the drawdown.

DVB Facility:

In March 2005, we entered into a credit facilitytlwiDVB Bank, to which we refer as the DVB creditifay, for a total of $56.5 million, to
finance the purchase of 2 Suezmax tankers, the3ipless and the M/T Stainless. The loan is payiat##8 varying quarterly installments
beginning on July 29, 2005 and a balloon payme®16f2 million, payable together with the last @ishent. The interest rate on the DVB
credit facility is 125 basis points over LIBOR. Brmiging on the date of the credit facility and erglon the final drawdown date, we will pay
the lender a quarterly fee of 0.25% of the averagirawn amount of the loan for the quarter. The Div&iit facility is collateralized by a
first priority mortgage on the M/T Stopless and M Stainless. A fee of 1% was paid upon drawdadvthe loan.

The DVB credit facility contains, among other théndinancial covenants requiring us to: ensure ttataggregate market value of the
mortgaged vessels is equal to at least 130% dfukstanding principal amount under the loan, enthatour total assets minus our debt will
not at any time be less than $200.0 million or 3H%ur total assets, to ensure that our EBITDAd@fned in the DVB credit facilit



agreement) will not at any time be less than 120%eaggregate of interest expenses and debttdupaaticular period, and maintain cert
minimum liquid funds of not less than the greate$10.0 million or $0.5 million per vessel in odedt. In addition, the DVB credit facility
prohibits us, without the lender's consent, fromapting a chief executive officer other than Evellog Pistiolis and requires that the
mortgaged vessels are managed by TOP Tanker Maeagewhich may subcontract the technical managewfahte mortgaged vessels to
V.Ships Management Limited, Unicom Management graher company acceptable to the lender.

Interest Rate Swaps

In connection with the new credit facility discudssbove, we entered into interest rate swap agnmsieffective on March 31, 2005: (i) for
the initial amount of $93.5 million and for a petiof five years, with a fixed interest rate of £&plus the applicable bank margin; (ii) for -
initial amount of $27.9 million and for a periodfolur years, with a fixed interest rate of 4.58%sthe applicable bank margin; and (iii) for
the initial amount of $36.5 million and for a petiof four years, with a fixed interest rate of 266lus the applicable bank margin.

Vessels'Acquisitions and Vessel's Sale

On February 23, 2005, we entered into an agreefaettie acquisition of the M/T Topless for $39.0lmn, a 47,262 Dwt, double-hull
Handymax tanker, built in 1998 by Onomichi Docky&d., Ltd., of Japan. TOP Tanker Management hasntaicen the technical
management of this vessel. The M/T Topless waseleld on April 26, 2005.

On March 4, 2005 we entered into an agreemenh®atquisition of 3 double-hull Handymax tankens, 46,217 dwt M/T Taintless, the
46,168 dwt M/T Dauntless and the 46,185 dwt M/T i@bess for the total amount of $124.5 million. Messels are sisterships, built in 1999,
by Hyundai Heavy Industries Co., Ltd., of the Rdmubf Korea. TOP Tanker Management has undertékemanagement of the M/T
Soundless and has subcontracted the day to dayi¢catimanagement and crewing of the remaining tessels to V.Ships. The M/T
Taintless, the M/T Dauntless and the M/T Soundies® delivered on March 21, March 24 and and A#il2005, respectively.

On March 16, 2005, we agreed to sell our final riemg single-hull vessel, the M/T Yapi, for $8.6ll@n. On March 29, 2005, we also
entered the vessel into a bareboat charter witlpdinehasers until August 31, 2005, the vesselisatgldate (originally scheduled July 31,
2005). We received an advance payment of $1.0anifiom the purchasers as a security of their aibg to purchase the vessel and we will
also be paid a daily bareboat hire of $6,000 utltecharter.

Following the agreement to sell our final remaingmggle-hull vessel, we currently own and operafieet of 23 vessels, consisting of 14
double-hull Handymax tankers and 9 double-hull $wseztankers. Four of our Handymax tankers wereveiedd in March and April 2005
and 5 of our Suezmax tankers were purchased ineotion with the proceeds of the following-on offeyiof our common stock in November
2004.

Fleet Management

TOP Tanker Management is responsible for the chiagieoperational and technical management of ankér fleet under management
agreements with us. TOP Tanker Management has takéarthe technical management of 2 of the vesselsr current fleet and has
subcontracted the day to day technical managermewjng and certain purchasing functions of 11hefvessels in our tanker fleet to Unic
Management, an unaffiliated ship management comppayating in Cyprus, and has subcontracted theéaldgy technical management and
crewing of 10 of the vessels in our current fleeVtShips Management Limited, an unaffiliated smianagement company operating in
Glasgow, Scotland. TOP Tanker Management may stitzatrihe technical management of vessels acqinrdte future to other third party
technical management companies.

London Office

On February 2, 2005, TOP TANKERS (UK) LIMITED, awlg established wholly-owned subsidiary to be ergghip the chartering of our
vessels, entered into a lease for office spacemdan for Pounds Sterling 10,000 per month, fronuaelated third party. The lease will end
on December 31, 2005.

Dividends

On January 12, 2005, we paid the first dividen@oncommon shares of $0.21 per share to sharelsaddeecord as of December 22, 2004.
On March 16, 2005, we declared a dividend on ommaon shares of $0.21 per share that was paid oih B)r2005, to shareholders of
record of our common shares as of March 31, 2005JuUbe 22, 2005, we declared a dividend on our camshares of $0.21 per share that
will be paid on July 20, 2005, to shareholdersezird of our common shares as of July 7, 2005.

Critical Accounting Policies

The discussion and analysis of our financial caodiaind results of operations is based upon ouwsaaated financial statements, which h
been prepared in accordance with U.S. generallgmed accounting principles, or U.S. GAAP. The prafion of those financial statements
requires us to make estimates and judgments tfest difie reported amount of assets and liabilite@genues and expenses and rel
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disclosure of contingent assets and liabilitiehatdate of our financial statements. Actual resulay differ from these estimates under
different assumptions or conditions.

Critical accounting policies are those that refi@gnificant judgments or uncertainties, and paadigtresult in materially different results
under different assumptions and conditions. We luegeribed below what we believe are our mostatiticcounting policies that involve a
higher degree of judgment and the methods of Hygftication. For a description of all of our sigcéint accounting policies, see Note 2 to our
consolidated financial statements included herein.

Depreciation. We record the value of our vessellait cost (which includes acquisition costs diseattributable to the vessel and
expenditures made to prepare the vessel for iiglinbyage) less accumulated depreciation. Weeal#ate our vessels on a straight-line basis
over their estimated useful lives, estimated t@bgears from the date of initial delivery from tstid@pyard. We believe that a 25-year
depreciable life is consistent with that of othieipswners. Depreciation is based on cost of thealdsss its residual value which is estimated
to be $160 per lightveight ton. A decrease in the useful life of thesat or in the residual value would have the effé@bcreasing the annt
depreciation charge. When regulations place limoitat over the ability of a vessel to trade on aléheide basis, the vessel's useful life is
adjusted at the date such regulations become isffect

Deferred drydock costs. Our vessels are requirée torydocked for major repairs and maintenancecwranot be performed while the ves:
are operating approximately every 30 to 60 montfis.capitalize the costs associated with the dryslaskthey occur and amortize these ¢
on a straight line basis over the period betwegdabks. Costs capitalized as part of the drydocluste actual costs incurred at the drydock
yard; cost of fuel consumed between the vessstsliacharge port prior to the drydock and the tiheevessel leaves the drydock yard; co
hiring riding crews to effect repairs on a ship aadts used in making such repairs that are readgpnzde in anticipation of reducing the
duration or cost of the drydock; cost of travetiding and subsistence of our personnel sent tdrifaock site to supervise; and the cost of
hiring a third party to oversee a drydock. We baithat these criteria are consistent with indugtactice, and that our policy of
capitalization reflects the economics and mark&tesof the vessels.

Impairment of long-lived assets. We evaluate threyaag amounts (primarily for vessels and relategddck costs) and periods over which
long-ived assets are depreciated to determine if events occurred which would require modificatiorthieir carrying values or useful live

In evaluating useful lives and carrying valuesasfd-lived assets, we review certain indicatorsaiéptial impairment, such as undiscounted
projected operating cash flows, vessel sales anthpses, business plans and overall market consitiWe determine undiscounted projec
net operating cash flows for each vessel and cosrip#w the vessel carrying value including unaizer drydock costs. If our estimate of
undiscounted future cash flows for any vesseligelothan the vessel's carrying value plus any umtined drydock costs, the carrying value
is written down, by recording a charge to operatjda the fair market value if the fair market vala lower than the vessel's carrying value.
We estimate fair market value primarily through tise of third party valuations performed on anvittlial vessel basis. As vessel values are
volatile, the actual fair market value of a vesral differ significantly from estimated fair marketlues within a short period of time.

Allowance for doubtful accounts. Revenue is basedantracted voyage and time charter parties dtishiagh our business is with customers
who we believe to be of the highest standard, tleadways the possibility of dispute, mainly otems, calculation and payment of
demurrages. In such circumstances, we assesscitnwerability of amounts outstanding and we estinagpeovision if there is a possibility of
non-recoverability. Although we believe our prowiss to be based on fair judgment at the time af tireation, it is possible that an amount
under dispute is not recovered and the estimatdgion for doubtful recoverability is inadequate.

Off Balance Sheet Arrangements

We did not have any off-balance sheet arrangemastsf December 31, 2004.
ITEM 6. Directors, senior management and employees

Directors and Executive Officers

Set forth below are the names, ages and positibosralirectors, executive officers and key emphs/eOur board of directors is elected
annually on a staggered basis, and each direaoteel holds office for a three-year term. Officams elected from time to time by vote of our
board of directors and hold office until a successelected.

Name Age Position

Thomas F. Jackson ............. 56 Director and Cha irman of the Board

Evangelos J. Pistiolis ........ 32 Director, Presid ent and Chief Executive
Officer

Stamatios N. Tsantanis ........ 33 Director and Chi ef Financial Officer

Vangelis G. [konomou .......... 40 Director and Exe cutive Vice President

Michael G. Docherty ........... 46 Director

Christopher J. Thomas ......... 44 Director

Roy Gibbs ........cccccvveeeen 56 Director

Stavros Emmanuel............... 63 Chief Operating Officer of TOP Tanker
Management

George Goumopoulos............. 56 Chief Technical Officer of TOP Tanker



Management
Eirini Alexandropoulou ........ 33 Secretary

Biographical information with respect to each of directors and executives is set forth below.

Thomas F. Jackson is the Chairman of our boardre€trs. In 2000, Mr. Jackson established Parfilmance Corporation as a provider of
financial consultancy services to select shippioignganies. From 1967 to 1999, Mr. Jackson servadchimmber of capacities with National
Westminster Bank, including head of shipping in€&e Mr. Jackson is an Associate of the Chartarsiitute of Bankers (ACIB).

Evangelos J. Pistiolis founded our company in 2@®0ur President and Chief Executive Officer aa/ss on our board of directors. Mr.
Pistiolis graduated from Southampton Institute aftér Education in 1999 where he studied shippimgrations and from Technical
University of Munich in 1994 with a bachelor's degin mechanical engineering. His career in shipptarted in 1992 when he was involved
with the day to day operations of a small fleetigfbulk carriers. From 1994 through 1995 he wor&eHowe Robinson & Co. Ltd., a Lond
shipbroker specializing in container vessels. Weilelying at the Southampton Institute of Higheu&ation, Mr. Pistiolis oversaw the daily
operations of Compass United Maritime Containersés a ship management company located in Greece.

Stamatios N. Tsantanis is our Chief Financial @ffiand serves on our board of directors. Mr. Tsastaas employed by Alpha Finance, a
member of the Alpha Bank group, a leading Gree#&rfaial institution, from 1999 to 2004. In his caipaas a senior investment banker he
participated in a number of equity, debt and cotilvier securities offerings in Europe and the Unidtes in the transportation sector and
shipping in particular. Prior to that, Mr. Tsantamiorked in the operations department of Athlontapfing and Trading. Mr. Tsantanis ho
a Masters degree in Shipping Trade and Finance thenCity University Business School in London, anBlachelors degree in Shipping
Economics from the University of Piraeus.

Vangelis G. Ikonomou is our Executive Vice Prestdamd serves on our board of directors. Prior tmifjg the Company, Mr. Ikonomou was
the Commercial Director of Primal Tankers Inc. Fra@®0 to 2002, Mr. Ikonomou worked with George Mdrgas & Company S.A. where
he was responsible for the purchase and sale ofiddtand vessels and initiated and developed gisigipndustry research department. Mr.
Ikonomou worked, from 1993 to 2000, for Eastern Kedanean Maritime Ltd., a ship management compat@reece, in the commercial as
well as the safety and quality departments. Mrntknou holds a Masters degree in Shipping Tradd=arahce from the City University
Business School in London, a Bachelors degree siridgs Administration from the University of AthaénsGreece and a Navigation Officer
Degree from the Higher State Merchant Marine AcadanGreece.

Michael G. Docherty serves on our board of directdr. Docherty is a founding partner of Independererage Adjusters Ltd., an insurance
claims adjusting firm located in Athens, Greeceiclthe co-founded in 1997. Mr. Docherty has 23 gediinternational experience handling
maritime insurance claims.

Christopher J. Thomas serves on our board of direcbince November 2001, Mr. Thomas has beendapandent financial consultant to
numerous international shipowning and operatingpgames. Mr. Thomas is also the Chief Financial gffiof Dryships Inc. and serves on
board of directors of Omninet International Limitegch of which is a publicly traded company withres registered under the Securities
Exchange Act of 1934, as amended. From 1999 to,2@04Thomas was the Chief Financial Officer andirector of Excel Maritime Carrie
Ltd., which is also a publicly traded company wstturities registered under the Securities Exchawegef 1934. Prior to joining Excel, Mr.
Thomas was the Chief Financial Officer of Cardifaihe Inc. Mr. Thomas holds a degree in BusinegwmiAistration from Crawley
University, England.

Roy Gibbs serves on our board of directors. Mr.bSibas been the chief executive officer of Stan@drartered Grindlays Bank, Greece,
formerly ANZ Grindlays, since 1992. From 1988 t®29Mr. Gibbs was the chief manager of domestikivanat ANZ Grindlays, London.
Prior to that he was assistant director for propamnstruction and shipping at ANZ London. Mr. Bsljoined National and Grindlays Bank
in 1965.

Captain Stavros Emmanuel is the Chief Operatingc@fiof TOP Tanker Management. Prior to joining TCdhker Management, Captain
Emmanuel served as General Manager of Primal Tariker, where his responsibilities included chamggroperations and technical
management. Prior to joining Primal Tankers in 200&ptain Emmanuel worked in various managemeraatgs for Compass United
Maritime Container Vessels. Captain Emmanuel obtha Naval Officers degree from ASDEN Nautical Aerag of Aspropirgos, Greece
and earned a Master Mariners degree in 1971.

George Goumopoulos is the Chief Technical Offidef©@P Tanker Management. Prior to joining TOP Tari¥anagement, Mr.
Goumopoulos served as Technical Manager of Priraak@&rs Inc. From 1981 to 2003. Mr. Goumopoulos wdror Athenian Sea Carriers
Fleet Manager, Deputy Technical Manager and finaflyf echnical Manager. Mr. Goumopoulos holds a Blacldegree from the University
of Michigan, USA in Marine Engineering and NavakhAitecture, where he also completed his postgraditatlies in the same fields. He
holds a Diploma from NTUA (EMA Athens) in Marine &neering and Electrical Engineering.

Eirini Alexandropoulou is our Secretary. Ms. Aledaopoulou's principal occupation for the past 5rgésas a legal advisor providing legal
services to ship management companies with respectrporate and commercial as well as shippingfaraghce law issues in Greece. From
2001 to 2004, Ms. Alexandropoulou served as a ladaisor to Eurocarriers SA, a ship manager. Mesgmtly, from 2000 to 2001, Ms.
Alexandropoulou served as a legal advisor to Balizkip registry office in Piraeus. Ms. Alexandrofou has been a member of the Athens
Bar Association since 1997 and has a law degree fhe Law Faculty of the University of Ather



Committees of the Board of Directors

We have established an audit committee comprisé¢ldreé members, which pursuant to a written awaitroittee charter, is responsible for
reviewing our accounting controls and recommendinidpe board of directors the engagement of owidetauditors. Each member is an
independent director under the corporate governares of the Nasdag National Market. The membeétkeaudit committee are Messrs.
Docherty, Gibbs and Thomas. While the Company &gt from the requirement to have an audit commfiteancial expert, both Mr.
Thomas and Mr. Gibbs meet the qualifications o&adit committee financial expert.

Compensation of Directors and Senior Management

We did not pay any compensation to members of semémagement or our directors for the fiscal yemleel December 31, 2002 or for the
fiscal year ended December 31, 2003. We did notapgybenefits in 2002 or 2003. During the fiscaryended December 31, 2004, we paid
to the members of our senior management and tdioestors aggregate compensation of $4.4 millioe. 8 not have a retirement plan for
our officers or directors.

Equity Incentive Plan

In April 2005 our board of directors has adoptesl TIOP Tankers Inc. 2005 Stock Incentive Plan, eRtan, under which our officers, key
employees and directors may be granted optionsdoi@e common stock. A total of 1,000,000 sharesoofimon stock were reserved for
issuance under the Plan, which is administeredunypoard of directors. The Plan also provides lierissuance of stock appreciation rights,
dividend equivalent rights, restricted stock, utieted stock, restricted stock units, and perfarogashares at the discretion of our board of
directors. The Plan will expire 10 years from tla¢edof its adoption.

Employees

As of December 31, 2004, we had 3 employees, wahitevholly-owned subsidiary, TOP Tanker Managemenmiployed approximately 35
employees, all of whom are shore-based. As of Deee®1, 2004 we employed also 357 sea going emgsoyedirectly through our sub-
managers.

Share ownership

The common shares beneficially owned by our dimscémd senior managers and/or companies affiliatddthese individuals are disclosed
in "ltem 7. Major Shareholders and Related Pargn$actions" below.

Board practices and exemptions from Nasdaq corpg@ternance rules

The Company has certified to Nasdaq that its cafgogovernance practices are in compliance witth,aae not prohibited by, the laws of the
Republic of the Marshall Islands. Therefore, thenpany is exempt from all of Nasdaq's corporate guace practices other than the
requirements regarding the disclosure of a goimgem audit opinion, notification of material noorepliance with Nasdaq corporate
governance practices, and the establishment angdagition of an audit committee that complies withCSRule 10A-3 and a formal written
audit committee charter. The practices followedH®syCompany in lieu of Nasdaq's corporate govemanies are described below.

o In lieu of a compensation committee compriseshdépendent directors, the full Board of Directdetermines compensation.

o In lieu of a nomination committee comprised afependent directors and a formal written chartdresbsing the nominations process, the
full Board of Directors, as set forth in the Comparby-laws, regulates nominations.

0 The Company holds annual meetings of shareholdetsr the BCA, similar to Nasdaqg requirements.

o In lieu of obtaining an independent review ofitetl party transactions for conflicts of interetiig, disinterested members of the Board of
Directors approve related party transactions utiteBCA.

o In lieu of obtaining shareholder approval primthe issuance of designated securities, the Coynganplies with provisions of the BCA
providing that the Board of Directors approves shasuances.

o In lieu of holding regularly scheduled meetinggvhich only independent directors are presentGbmpany's Board does not hold regul
scheduled meetings at which only independent direcre present.

The Company complies with the Nasdaq corporate mavee requirements pertaining to the board otthrs, a majority of which must be
independent, the disclosure of a going concerntapdnion, the distribution of annual and interiaports; shareholder meetings, quorum,
review, and direct registration program and theldsure of a notification of material n-compliance



ITEM 7. MAJOR SHAREHOLDERS AND RELATED PARTY TRANSA CTIONS.
Major shareholders.

The following table sets forth information regamglifi) the owners of more than five percent of oomeon stock that we are aware of and (ii)
the total amount of capital stock owned by ourceifs and directors as of March 31, 2005. All ofgshareholders, including the shareholders
listed in this table, are entitled to one votedach share of common stock held.

Amount Percent
Title of Class Ident ity of Person or Group Owned of Class
Common Stock, par value $.01 per share Kingd om Holdings Inc.* 4,007,357 14.4%
FMR C orp. 3,297,400 11.8%
Evang elos Pistiolis** 1,236,130 4.4%
Offic ers and directors other than
25,00 0 0.0009% 25,000 0.1%
E vangelos Pistiolis
Allo fficers and directors as a group 1,261,130 4.5%

* A company owned primarily by adult relatives afrdPresident, Chief Executive Officer and Directevangelos Pistiolis.
** By virtue of the shares owned indirectly throu§bvereign Holdings Inc., a company wholly-ownecHwangelos Pistiolis.
Related party transactions.

In July 2004, we entered into an agreement to leffi® space in Athens, Greece, from Pyramis TeethiCo. SA, which is wholly owned |
the father of our Chief Executive Officer. The agrent is for a duration of six years initially, véin option for an extension of four years.
The monthly rental is Euro 39,000 adjusted annuallynflation effective January 1, 2006. The tatdhimum rental payable under this lease
for the six years ending December 31, 2010, bedogeadjustment for inflation and translated ushmgéxchange rate of US$/Euro on
December 31, 2004, are approximately $3.4 million.

Up to June 30, 2004, the ship-owning companiesah@dnagement agreement with Primal Tankers Indgghakias wholly owned by the
father of the Company's Chief Executive Officerdenwhich management services were provided inang for a fixed monthly fee per
vessel, which was renewed annually. The fees cadrgd’rimal Tankers Inc. during 2002, 2003 and 2a&®éunted to $0.7 million, $1.7
million and $1.1 million, respectively. During 200op Tanker Management Inc. acquired from Prinaikers Inc. office furniture and
equipment for a consideration of $0.5 million.

Interests of experts and counsel.
Not applicable
ITEM 8. Financial Information.
Consolidated Statements and Other Financial Informg&on.
See Item 18.
Dividend Policy

While we cannot assure you that we will continuedcso, and subject to the limitations discussdovidenve currently intend to pay regular
cash dividends on a quarterly basis.

Declaration and payment of any dividend is sukiie¢he discretion of our Board of Directors. Thaitig and amount of dividend payments
will be dependent upon our earnings, financial ¢, cash requirements and availability, resimics in our loan agreements, the provisions
of applicable law affecting the payment of disttibns to shareholders and other factors. Becausarava holding company with no material
assets other than the stock of our subsidiarigsalility to pay dividends will depend on the eags and cash flow of our subsidiaries and
their ability to pay dividends to us. The laws gmieg us and our subsidiaries generally prohikstphyment of dividends other than from
surplus or while a company is insolvent or wouldd&edered insolvent.

Significant Changes.
Not Applicable.

ITEM 9. The Offer and Listing.



Price Range of Common Stocl

The trading market for our common stock is the Mgsdational Market, on which the shares are listeder the symbol "TOPT." The
following table sets forth the high and low closjmices for our common stock since our initial palaffering of common stock at $11.00 per
share on July 23, 2004, as reported by the Nasd&igrmél Market. The high and low closing pricesdar common stock for the periods
indicated were as follows:

For the Fiscal Year Ended December 31, 2004

(beginning July 23, 2004)
HIGH LOW
$24.14  $10.51

For the Quarter Ended

September 30, 2004 (beginning July 23, 2004) ...... ... 16.55 10.51
December 31, 2004..........cooovvviiiiniviiiienns 24.14 14.70
For the Month: HIGH LOW
October 2004..........ccceveveecieeeieeein .. $19.40 $14.70
November 2004..........cccceveeeeeeeieiiiiiinnens 24.14 15.29
December 2004.........ccceveveeeeeeeieiiiiiiinns 22.88 15.60
January 2005..........cceeiiiiieeeiieee s 17.15 14.25
February 2005.........cccoovviiiiiiiiiieeeeeen, 22.00 16.95
March 2005..........ccoooviiiiiiiieieeeeeeeen 21.67 17.10
ApPril 2005......ccoiiiieiiiee e 19.38 14.86

ITEM 10. Additional Information

Articles of Incorporation and Bylaws. Our purpoas,stated in Section B of our Articles of Incorpimna, is to engage in any lawful act or
activity for which corporations may now or hereafte organized under the Marshall Islands Busi@esgporations Act. Our articles of
incorporation and bylaws do not impose any limitas on the ownership rights of our shareholders.

Under our bylaws, annual shareholder meetingsheilheld at a time and place selected by our bdaldexrtors. The meetings may be hel

or outside of the Marshall Islands. Special meetimgy be called by shareholders holding not les time-tenth of all the outstanding shares
entitled to vote at such meeting. Our board ofdoes may set a record date between 15 and 60kadgee the date of any meeting to
determine the shareholders that will be eligiblestteive notice and vote at the meeting.

Directors. Our directors are elected by a majaftthe votes cast by shareholders entitled to vittere is no provision for cumulative votir

The board of directors must consist of at leastmeeber. Shareholders may change the number aftaliseonly by the affirmative vote of
holders of a majority of the outstanding commorektd he board of directors may change the numbéirettors only by a majority vote of
the entire board. Each director shall be electesktoe until the next annual meeting of sharehelded until his successor shall have been
duly elected and qualified, except in the everttisfdeath, resignation, removal, or the earlianteation of his term of office. The board of
directors has the authority to fix the amounts Wwhiball be payable to the members of our boardrettbrs for attendance at any meeting or
for services rendered to us.

Dissenters' Rights of Appraisal and Payment. UtlieBusiness Corporation Act of the Republic of Megrshall Islands, or BCA, our
shareholders have the right to dissent from var@muiporate actions, including any merger or salallodr substantially all of our assets not
made in the usual course of our business, andveepaiyment of the fair value of their shares. mékent of any further amendment of the
articles, a shareholder also has the right to dissed receive payment for his or her shares iithendment alters certain rights in respect of
those shares. The dissenting shareholder musiféie procedures set forth in the BCA to receivgnpent. In the event that, among other
things, the institution of proceedings in the cit@ourt in the judicial circuit in the Marshallléds in which our Marshall Islands office is
situated. The value of the shares of the dissemtingnd any dissenting shareholder fail to agrea price for the shares, the BCA procedures
involve shareholder is fixed by the court afteerehce, if the court so elects, to the recommeodsitbf a court-appointed appraiser.

Shareholders' Derivative Actions. Under the BCAy; ahour shareholders may bring an action in oum@&ao procure a judgment in our fav
also known as a derivative action, provided thatghareholder bringing the action is a holder ofitmn stock both at the time the derivative
action is commenced and at the time of the traisatd which the action relates.

Anti-takeover Provisions of our Charter DocumeBisveral provisions of our articles of incorporataond by-laws may have anti-takeover
effects. These provisions are intended to avoitlyctekeover battles, lessen our vulnerability toostile change of control and enhance the
ability of our board of directors to maximize sHaskeler value in connection with any unsolicitedeoffo acquire us. However, these anti-
takeover provisions, which are summarized below|dcalso discourage, delay or prevent (1) the nrasgacquisition of our company by
means of a tender offer, a proxy contest or othewthat a shareholder may consider in its bestdat and (2) the removal of incumbent
officers and directors.

Blank Check Preferred Stock



Under the terms of our articles of incorporation; board of directors has authority, without ansttiar vote or action by our shareholders, to
issue up to 20,000,000 shares of blank check peafestock. Our board of directors may issue shafrpseferred stock on terms calculated to
discourage, delay or prevent a change of controuoftompany or the removal of our management.

Classified Board of Directors

Our articles of incorporation provide for the divis of our board of directors into three classediafctors, with each class as nearly equal in
number as possible, serving staggered, three-gaast Approximately one-third of our board of dims will be elected each year. This
classified board provision could discourage a tpidy from making a tender offer for our shareattempting to obtain control of our
company. It could also delay shareholders who dagree with the policies of the board of directoosn removing a majority of the board
directors for two years.

Election and Removal of Directors

Our articles of incorporation prohibit cumulativeting in the election of directors. Our by-lawsuig parties other than the board of
directors to give advance written notice of nomimag for the election of directors. Our articledraforporation also provide that our direct
may be removed only for cause and only upon thenafive vote of the holders of at least 80% of dstanding shares of our capital stock
entitled to vote for those directors. These prarisimay discourage, delay or prevent the removiaooimbent officers and directors.

Limited Actions by Shareholders

Our articles of incorporation and our by-laws po®/that any action required or permitted to bendkeour shareholders must be effected at
an annual or special meeting of shareholders ahdynanimous written consent of our sharehold@us.articles of incorporation and our by-
laws provide that, subject to certain exceptiomsy our board of directors may call special meetinfour shareholders and the business
transacted at the special meeting is limited topiimposes stated in the notice. Accordingly, aedmalder may be prevented from calling a
special meeting for shareholder consideration mfoposal over the opposition of our board of dwestand shareholder consideration of a
proposal may be delayed until the next annual megeti

Material Contracts

There were no material contracts that we enter@dontside the ordinary course of business dutegwo year period immediately preced
the date of this annual report.

Exchange controls
The Marshall Islands imposes no exchange controtsom-resident corporations.
Tax Considerations

The following is a discussion of the material Mailslands and United States federal income tassicterations relevant to an investment
decision by a U.S. Holder, as defined below, withpect to the common stock. This discussion doepurport to deal with the tax
consequences of owning common stock to all categafi investors, some of which, such as dealessdnrities and investors whose
functional currency is not the United States dolfaay be subject to special rules. You should cibiysur own tax advisors concerning the
overall tax consequences arising in your own paldicsituation under United States federal, statsl or foreign law of the ownership of
common stock.

Marshall Islands Tax Considerations

In the opinion of Seward & Kissel LLP, the follovgrare the material Marshall Islands tax consequeateur activities to us and
shareholders of our common stock. We are incorpdrat the Marshall Islands. Under current Marstsdinds law, we are not subject to tax
on income or capital gains, and no Marshall Islamiisholding tax will be imposed upon payments oidends by us to our shareholders.

United States Federal Income Tax Considerations

In the opinion of Seward & Kissel LLP, our Unitethfes counsel, the following are the material WhBates federal income tax
consequences to us of our activities and to U.$déi#s, as defined below, of our common stock. Tiewing discussion of United States
federal income tax matters is based on the Int&®eaknue Code of 1986, or the Code, judicial denssiadministrative pronouncements, and
existing and proposed regulations issued by théedrtates Department of the Treasury, all of whighsubject to change, possibly with
retroactive effect. The discussion below treatsTitemsury Regulations promulgated in August of 20& preting Code Section 883, which
we refer to as the regulations, as being curréntéffect even though the American Jobs Creationsigmed into law by President Bush in
October 2004, postpones the effective date thenetiif January 1, 2005 for calendar year taxpayech ss ourselves and our subsidiaries.
Company believes that notwithstanding such postpemnée, the discussion below accurately reflectstaxitreatment for the current tax year
since the regulations represent the IRS positioham Section 883 should be interpreted and appliedddition, the discussion below



based, in part, on the description of our busiaasdescribed in "Business" above and assumes ¢habmduct our business as described in
that section. Except as otherwise noted, this dison is based on the assumption that we will reibtain an office or other fixed place of
business within the United States. Referencesaridhowing discussion to "we" and "us" are to TO&kers Inc. and its subsidiaries on a
consolidated basis.

United States Federal Income Taxation of Our Compayn
Taxation of Operating Income: In General

Unless exempt from United States federal incomatiam under the rules discussed below, a foreigparation is subject to United States
federal income taxation in respect of any inconaa ih derived from the use of vessels, from thmgior leasing of vessels for use on a time,
voyage or bareboat charter basis, from the padtiicp in a pool, partnership, strategic alliano@tjoperating agreement, code sharing
arrangements or other joint venture it directlyrmlirectly owns or participates in that generatashsncome, or from the performance of
services directly related to those uses, whicheferito as "shipping income," to the extent thatghipping income is derived from sources
within the United States. For these purposes, 508hipping income that is attributable to transptian that begins or ends, but that does not
both begin and end, in the United States conssitiieome from sources within the United Statesctviwe refer to as "U.S.-source shipping
income."

Shipping income attributable to transportation thath begins and ends in the United States is deresil to be 100% from sources within the
United States. We do not expect to engage in tatesjion that produces income which is consideodlet 100% from sources within the
United States.

Shipping income attributable to transportation esilely between non-U.S. ports will be consideetd 100% derived from sources outside
the United States. Shipping income derived fromre@aioutside the United States will not be sulifeeiny United States Federal income tax.

In the absence of exemption from tax under Se@Rg#8) our gross U.S. source shipping income woulduigect to a 4% tax imposed without
allowance for deductions as described below.

Exemption of Operating Income from United States Feeral Income Taxation

Under Section 883 of the Code and the regulatibeetinder, we will be exempt from United Stategfabincome taxation on our U.S.-
source shipping income if:

(1) we are organized in a foreign country (our 'ftoy of organization") that grants an "equivalex¢mption” to corporations organized in-
United States; and

(2) either

(A) more than 50% of the value of our stock is odirdirectly or indirectly, by individuals who areesidents" of our country of organization
or of another foreign country that grants an "egléuat exemption" to corporations organized in tmétéd States, which we refer to as the
"50% Ownership Test," or

(B) our stock is "primarily and regularly traded am established securities market" in our countryrganization, in another country that
grants an "equivalent exemption” to United Stataparations, or in the United States, which werr&es the "Publicly-Traded Test".

The Marshall Islands, Cyprus and Liberia, the plictons where our ship-owning subsidiaries ar@iporated, grant an "equivalent
exemption" to United States corporations. Therefaewill be exempt from United States federal imeotaxation with respect to our U.S.-
source shipping income if either the 50% Ownerdi@pt or the Publicly-Traded Test is met.

The regulations provide, in pertinent part, thatktof a foreign corporation will be considered®"primarily traded" on an established
securities market if the number of shares of ede$sf stock that are traded during any taxabde ga all established securities markets in
that country exceeds the number of shares in aathdass that are traded during that year on kstted securities markets in any other
single country. Our common stock, which is our stess of issued and outstanding stock, is andntieiate will continue to be "primarily
traded" on the Nasdaq National Market.

Under the regulations, our common stock will besidered to be "regularly traded" on an establidesmlirities market if one or more classes
of our stock representing 50% or more of our outditeg shares, by total combined voting power otksses of stock entitled to vote and
total value, is listed on the market which we reéfeas the listing threshold. Since our commonisteid be the sole class of stock listed on
the Nasdaq National Market, we will satisfy theitig requirement.

It is further required that with respect to eacdhssl of stock relied upon to meet the listing thoégh(i) such class of stock be traded on the
market, other than in minimal quantities, on asteg) days during the taxable year or one-sixtthefdays in a short taxable year; and (ii) the
aggregate number of shares of such class of stadkd on such market is at least 10% of the averagder of shares of such class of st



outstanding during such year or as appropriatelyséed in the case of a short taxable year. Webelve will satisfy the trading frequency
and trading volume tests. Even if this were notdhse, the regulations provide that the tradinguesicy and trading volume tests will be
deemed satisfied if, as we expect to be the catbeonr common stock, such class of stock is tradedn established market in the United
States and such stock is regularly quoted by deataking a market in such stock.

Notwithstanding the foregoing, the regulations jeyin pertinent part, that each class of ourlsteitl not be considered to be "regula
traded" on an established securities market fortaxgble year in which 50% or more of each classuofoutstanding shares of the stock are
owned, actually or constructively under specifigatk attribution rules, on more than half the ddysng the taxable year by persons who
each own 5% or more of the value of each classinbatstanding stock, which we refer to as the é&cEnt Override Rule."

For purposes of being able to determine the penaiasown 5% or more of our stock, or "5% Sharehadehe regulations permit us to rely
on those persons that are identified on Scheduteall Schedule 13D filings with the United Statesusities and Exchange Commission, or
the "SEC," as having a 5% or more beneficial irdeire our common stock. The regulations furthewjte that an investment company
identified on a SEC Schedule 13G or Schedule 1Biyfivhich is registered under the Investment Comypact of 1940, as amended, will |
be treated as a 5% shareholder for such purposes.

In the event the 5 Percent Override Rule is trigdethe regulations provide that the 5 Percent @eRule will not apply if we can establish
that among the closelyeld group of 5% Shareholders, there are suffi@@ntShareholders that are considered to be quhbfiareholders fc
purposes of

Section 883 to preclude non-qualified 5% Sharehsldethe closelheld group from owning 50% or more of each classwsfstock for mor:
than half the number of days during such year.

Under the regulations, if we do not satisfy the IRl Traded Test and therefore are subject tostercent Override Rule or the 50%
Ownership Test, we would have to satisfy certalvstantiation requirements regarding the identitpwf shareholders in order to qualify for
the Code Section 883 exemption. These requirenagatsnerous and there is no assurance that we Wwewdle to satisfy them.

To the extent the benefits of Code Section 883iaevailable, our U.S. source shipping income, ¢éoaktent not considered to be "effectively
connected" with the conduct of a U.S. trade orfeess, as described below, would be subject to ta#%nposed by Section 887 of the Code
on a gross basis, without the benefit of deducti@msce under the sourcing rules described abavejare than 50% of our shipping income
would be treated as being derived from U.S. soutbesmaximum effective rate of U.S. federal incdaeon our shipping income would
never exceed 2% under the 4% gross basis tax regime

To the extent the benefits of the Code Sectione8&3nption are unavailable and our U.S. source sfgdpcome is considered to be
"effectively connected" with the conduct of a Utide or business, as described below, any sufdctisely connected” U.S. source shipp
income, net of applicable deductions, would beettiijp the U.S. federal corporate income tax ctiyémposed at rates of up to 35%. In
addition, we may be subject to the 30% "branchifgofaxes on earnings effectively connected wlih tonduct of such trade or business, as
determined after allowance for certain adjustmeantsl, on certain interest paid or deemed paid atafide to the conduct of its U.S. trade or
business.

Our U.S. source shipping income would be considegédctively connected" with the conduct of a Utidde or business only if:
0 We have, or are considered to have, a fixed mabesiness in the United States involved in thmmg of shipping income; and

o substantially all of our U.S. source shippingoime is attributable to regularly scheduled trantgian, such as the operation of a vessel that
follows a published schedule with repeated sailetg®gular intervals between the same pointsdgages that begin or end in the United
States.

We do not have currently or intend to have, or pecircumstances that would result in having angset operating to the United States on a
regularly scheduled basis. Based on the foregaidgoa the expected mode of our shipping operatmaisother activities, we believe that
none of our U.S. source shipping income will bd€e'etively connected" with the conduct of a U.Sd&ar business.

United States Taxation of Gain on Sale of Vessels

Regardless of whether we qualify for exemption urigiede Section 883, we will not be subject to WshiBtates federal income taxation with
respect to gain realized on a sale of a vesseljged the sale is considered to occur outside etthited States under United States federal
income tax principles. In general, a sale of a@esdl be considered to occur outside of the UthiBtates for this purpose if title to the ves
and risk of loss with respect to the vessel, pasksd buyer outside of the United States. It iseex@d that any sale of a vessel by us will be
considered to occur outside of the United States.

United States Federal Income Taxation of U.S. Holds

As used herein, the term "U.S. Holder" means afi@akowner of common stock th



0 is a United States citizen or resident, Uniteaté3t corporation or other United States entitylikxas a corporation, an estate the income of
which is subject to United States federal incomnxatian regardless of its source, or a trust if artwithin the United States is able to exer:
primary jurisdiction over the administration of ttrast and one or more United States persons lm@vatithority to control all substantial
decisions of the trust,

0 owns the common stock as a capital asset, géndaalinvestment purposes, and
o owns less than 10% of our common stock for Un@tates federal income tax purposes.

If a partnership holds our common stock, the taatment of a partner will generally depend uporstagus of the partner and upon the
activities of the partnership. If you are a partimea partnership holding our common stock, youwustheonsult your tax advisor.

Distributions

Subject to the discussion of passive foreign inmesit companies below, any distributions made byitlsrespect to our common stock to a
U.S. Holder will generally constitute dividends, islhmay be taxable as ordinary income or "qualifieddend income" as described in more
detail below, to the extent of our current or acalated earnings and profits, as determined undéetistates federal income tax principles.
Distributions in excess of our earnings and praofits be treated first as a nontaxable return gfit to the extent of the U.S. Holder's tax
basis in his common stock on a dollar for dollssib@and thereafter as capital gain. Because weara United States corporation, U.S.
Holders that are corporations will not be entitlectlaim a dividends received deduction with respeany distributions they receive from us.
Dividends paid with respect to our common stock géinerally be treated as "passive income" ohédase of certain types of U.S. Holders,
"financial services income," for purposes of conmyallowable foreign tax credits for United Stateeign tax credit purposes.

Dividends paid on our common stock to a U.S. Holdeo is an individual, trust or estate (a "U.S.indlal Holder") should be treated as
"qualified dividend income" that is taxable to sugls. Individual Holders at preferential tax ratgsough 2008) provided that (1) the
common stock is readily tradable on an establigteedrities market in the United States (such adt#selag National Market); (2) we are not
a passive foreign investment company, a foreigagreal holding company or a foreign investment camydar the taxable year during which
the dividend is paid or the immediately precedangable year (which we do not believe we are or béll; and (3) the U.S. Individual Holder
has owned the common stock for more than 60 datreii21-day period beginning 60 days before tte dia which the common stock
becomes ex-dividend. Special rules may apply to"argraordinary dividend" generally, a dividendan amount which is equal to or in
excess of ten percent of a shareholder's adjusigid [or, at the election of the U.S. Individualditw, the stock's then fair market value) in a
share of common stock paid by us. If we pay anréexdinary dividend" on our common stock that &ated as "qualified dividend income,"
then any loss derived by a U.S. Individual Holdend the sale or exchange of such common stockowitreated as long-term capital loss to
the extent of such dividend. Therefore, there isssurance that any dividends paid on our comnamk still be eligible for these preferent
rates in the hands of a U.S. Individual Holder. Alinjidends paid by the Company which are not elegfbr these preferential rates will be
taxed as ordinary income to a U.S. Individual Holde

Sale, Exchange or other Disposition of Common Stock

Assuming we do not constitute a passive foreigestment company for any taxable year, a U.S. Hajdaerally will recognize taxable gain
or loss upon a sale, exchange or other disposifimur common stock in an amount equal to the défiee between the amount realized by
U.S. Holder from such sale, exchange or other disipo and the U.S. Holder's tax basis in suchkst8ach gain or loss will be treated as
long-term capital gain or loss if the U.S. Holdérdding period is greater than one year at the tfnthe sale, exchange or other disposition.
Such capital gain or loss will generally be treaasdJ.S.-source income or loss, as applicabld)iSr foreign tax credit purposes. A U.S.
Holder's ability to deduct capital losses is subjecertain limitations.

Passive Foreign Investment Company Status and Sidigiant Tax Consequences

Special United States federal income tax rulesyafaph U.S. Holder that holds stock in a foreignpomation classified as a passive foreign
investment company for United States federal inctamgourposes. In general, we will be treated passive foreign investment company
with respect to a U.S. Holder if, for any taxabéayin which such holder held our common stockeeit

o0 at least 75% of our gross income for such taxgdde consists of passive income (e.g., divideimisrest, capital gains and rents derived
other than in the active conduct of a rental bussiheor

o0 at least 50% of the average value of the assddsdly the corporation during such taxable yeadpee, or are held for the production of,
passive income.

For purposes of determining whether we are a passieign investment company, we will be treate@asing and owning our proportion.
share of the income and assets, respectively,yobfaur subsidiary corporations in which we ownreaitst 25 percent of the value of the
subsidiary's stock. Income earned, or deemed eabgads in connection with the performance of sergiwould not constitute passive
income. By contrast, rental income would generedigstitute "passive income" unless we were treateér specific rules as deriving our
rental income in the active conduct of a tradeusitess



Based on our current operations and future prajestiwe do not believe that we are, nor do we expdmecome, a passive foreign
investment company with respect to any taxable.y&l#tnough there is no legal authority directly point, and we are not relying upon an
opinion of counsel on this issue, our belief isdehprincipally on the position that, for purposésietermining whether we are a passive
foreign investment company, the gross income wivel@r are deemed to derive from the time chargeaind voyage chartering activities of
our wholly-owned subsidiaries should constitutesiees income, rather than rental income. Corresipgihg such income should not
constitute passive income, and the assets that weravholly-owned subsidiaries own and operateannection with the production of such
income, in particular, the vessels, should not ttuts passive assets for purposes of determinimetioer we were a passive foreign
investment company. We believe there is substaetial authority supporting our position consistofgase law and Internal Revenue
Service pronouncements concerning the charactenizat income derived from time charters and voyelgarters as services income for o
tax purposes. However, in the absence of any kghlbority specifically relating to the statutoryopisions governing passive foreign
investment companies, the Internal Revenue Seorieecourt could disagree with our position. Initidd, although we intend to conduct our
affairs in a manner to avoid being classified asssive foreign investment company with respeantptaxable year, we cannot assure you
that the nature of our operations will not changéhe future.

As discussed more fully below, if we were to beateel as a passive foreign investment company fptaable year, a U.S. Holder would be
subject to different taxation rules depending omrthibr the U.S. Holder makes an election to treatsus "Qualified Electing Fund," which
election we refer to as a "QEF election." As arralitive to making a QEF election, a U.S. Holdeusth be able to make a "mark-to-market"
election with respect to our common stock, as dised below.

Taxation of U.S. Holders Making a Timely QEF Electbn

If a U.S. Holder makes a timely QEF election, whi¢!s. Holder we refer to as an "Electing Holdeng Electing Holder must report each
year for United States federal income tax purpbsegro rata share of our ordinary earnings andheticapital gain, if any, for our taxat

year that ends with or within the taxable yearhef Electing Holder, regardless of whether or nstriiutions were received from us by
Electing Holder. The Electing Holder's adjustedtiasis in the common stock will be increased teceétaxed but undistributed earnings and
profits. Distributions of earnings and profits tihaid been previously taxed will result in a cormgjing reduction in the adjusted tax basis in
the common stock and will not be taxed again onsilbuted. An Electing Holder would generally rgoize capital gain or loss on the sale,
exchange or other disposition of our common stéck.S. Holder would make a QEF election with reggeany year that our company is a
passive foreign investment company by filing onpycof IRS Form 8621 with his United States fed@rabme tax return and a second copy
in accordance with the instructions to such forfimvé were to be treated as a passive foreign invest company for any taxable year, we
would provide each U.S. Holder with all necessafgrimation in order to make the qualified electfngd election described below.

Taxation of U.S. Holders Making a "Mark-to-Markélection

Alternatively, if we were to be treated as a pass$dreign investment company for any taxable year, as we anticipate, our stock is treated
as "marketable stock," a U.S. Holder would be afldwo make a "mark-to-market" election with resgeaiur common stock, provided the
U.S. Holder completes and files IRS Form 8621 itoagance with the relevant instructions and reldesury Regulations. If that election
is made, the U.S. Holder generally would includemnary income in each taxable year the excésasyi, of the fair market value of the
common stock at the end of the taxable year ovelr holder's adjusted tax basis in the common sfbio&.U.S. Holder would also be
permitted an ordinary loss in respect of the exdéssiy, of the U.S. Holder's adjusted tax bagithe common stock over its fair market ve
at the end of the taxable year, but only to therxof the net amount previously included in incame result of the mark-to-market election.
A U.S. Holder's tax basis in his common stock wdwddadjusted to reflect any such income or lossusmtn@ain realized on the sale,
exchange or other disposition of our common stookld be treated as ordinary income, and any led&zesl on the sale, exchange or other
disposition of the common stock would be treatedrdsary loss to the extent that such loss doéexaeed the net mark-to-market gains
previously included by the U.S. Holder.

Taxation of U.S. Holders Not Making a Timely QEF orMark-to-Market Election

Finally, if we were to be treated as a passiveiforinvestment company for any taxable year, a H@der who does not make either a QEF
election or a "mark-to-market" election for thatiyewhom we refer to as a "Non-Electing Holder,"wbbe subject to special rules with
respect to (1) any excess distribution (i.e., theipn of any distributions received by the Non-tieg Holder on our common stock in a
taxable year in excess of 125 percent of the aeesagual distributions received by the Non-Electifmider in the three preceding taxable
years, or, if shorter, the N-Electing Holder's holding period for the commoocé)), and (2) any gain realized on the sale, exgbam other
disposition of our common stock. Under these spegies:

o the excess distribution or gain would be allodatgably over the Non-Electing Holders aggregatdihg period for the common stock;
o the amount allocated to the current taxable ywearld be taxed as ordinary income; and

o the amount allocated to each of the other taxgddes would be subject to tax at the highestahtax in effect for the applicable class of
taxpayer for that year, and an interest chargéhtedeemed deferral benefit would be imposed veiipect to the resulting tax attributable to
each such other taxable year.

These penalties would not apply to a qualified pamsrofit sharing or other retirement trust dnext tax-exempt organization that did not
borrow money or otherwise utilize leverage in cariim® with its acquisition of our common stockalfNor-Electing Holder who is a



individual dies while owning our common stock, sindhders successor generally would not receivepgp in tax basis with respect to such
stock.

United States Federal Income Taxation of "Non-UH&lders"
A beneficial owner of common stock that is not & Holder is referred to herein as a "Non-U.S. ldnld
Dividends on Common Stock

Non-U.S. Holders generally will not be subject to witStates federal income tax or withholding taximdends received from us with
respect to our common stock, unless that incoreéféstively connected with the Non-U.S. Holder'sidoct of a trade or business in the
United States. If the Non-U.S. Holder is entitledhe benefits of a United States income tax tredtly respect to those dividends, that
income is taxable only if it is attributable to @'manent establishment maintained by the Non-Udidét in the United States.

Sale, Exchange or Other Disposition of Common Stock

Non-U.S. Holders generally will not be subject to itStates federal income tax or withholding taxaoy gain realized upon the sale,
exchange or other disposition of our common stooless:

o the gain is effectively connected with the NorslUHolder's conduct of a trade or business in thited States. If the Non-U.S. Holder is
entitled to the benefits of an income tax treatthwespect to that gain, that gain is taxable dfilyis attributable to a permanent
establishment maintained by the Non-U.S. Holdeh&United States; or

o the NonU.S. Holder is an individual who is present in Uhited States for 183 days or more during the thexgbar of disposition and oth
conditions are met.

If the Non-U.S. Holder is engaged in a United Statade or business for United States federal imctax purposes, the income from the
common stock, including dividends and the gain ftbmsale, exchange or other disposition of thekstioat is effectively connected with the
conduct of that trade or business will generallysbbject to regular United States federal incomeartahe same manner as discussed in the
previous section relating to the taxation of U.8ldérs. In addition, if you are a corporate Non-UH8Ider, your earnings and profits that are
attributable to the effectively connected incombijoh are subject to certain adjustments, may bgstuto an additional branch profits tax
rate of 30%, or at a lower rate as may be spedifiedn applicable income tax treaty.

Backup Withholding and Information Reporting

In general, dividend payments, or other taxabl&itistions, made within the United States to yoll iné subject to information reporting
requirements and backup withholding tax if you @aren-corporate U.S. Holder and you:

o fail to provide an accurate taxpayer identifisatnumber;

o are notified by the Internal Revenue Service yioathave failed to report all interest or dividemdquired to be shown on your federal
income tax returns; or

0 in certain circumstances, fail to comply with Bggble certification requirements.

Non-U.S. Holders may be required to establish theimgten from information reporting and backup witkding by certifying their status «
IRS Form W-8BEN, W-8ECI or W-8IMY, as applicable.

If you sell your common stock to or through a Udit&tates office or broker, the payment of the pededs subject to both United States
backup withholding and information reporting unlgssi certify that you are a non-U.S. person, umegralties of perjury, or you otherwise
establish an exemption. If you sell your commorlsttirough a non-United States office of a non-thiGtates broker and the sales proceeds
are paid to you outside the United States therrmétion reporting and backup withholding generallif not apply to that payment.

However, United States information reporting regoients, but not backup withholding, will apply tpayment of sales proceeds, even if
payment is made to you outside the United Statgsui sell your common stock through a ndnited States office of a broker that is a Un
States person or has some other contacts withititedJStates.

Backup withholding tax is not an additional taxti®a, you generally may obtain a refund of any amt®withheld under backup withholding
rules that exceed your income tax liability byrfdia refund claim with the Internal Revenue Setrvice

Documents on display.

We file annual reports and other information wiik SEC. You may read and copy any document wevitlethe SEC at its public referen



room at 450 Fifth Street, N.W., Washington, D.C529. You may also obtain copies of this informatignmail from the public reference
section of the SEC, 450 Fifth Street, N.W., Roor@4,0Nashington, D.C. 20549, at prescribed ratesadel call the SEC at 1-800-SEC-0330
for further information on the operation of the palbeference room. Our SEC filings are also avdéao the public at the web site maintai
by the SEC at http://www.sec.gov, as well as onveelpsite at http://www.toptankers.com.

ITEM 11. Quantitative and qualitative Disclosures d&@out market risk

Interest Rate Fluctuation. The international tardtepping industry is capital intensive, requirsignificant amounts of investment. Much of
this investment is provided in the form of loteym debt. Our debt usually contains interest rétasfluctuate with LIBOR. Increasing inter
rates could adversely impact future earnings.

Our interest expense is affected by changes igd¢heral level of interest rates. As an indicatibthe extent of our sensitivity to interest rate
changes, the following table sets forth the serigitof the initial credit facility in U.S. dollarto a 100 basis points increase in LIBOR on
December 31 of each repayment year. The followatdettakes into account the four year interestsai@p agreement under the initial credit
facility.

Interest Expense Sensitivity to 100 Basis Point Chae in LIBOR

December 31, 2004............ccccuvvenns 985,000
December 31, 2005...........cccccvvnnnns 2,066,847
December 31, 2006............ccccvvnenens 1,804,289
December 31, 2007..........ccceeeuvnnnns 1,558,584
December 31, 2008............ccccuvvvenns 1,927,598
December 31, 2009...........cccccuvnnnns 1,968,619
December 31, 2010...........ccecunvnnnns 1,992,217
December 31, 2011...........ccccunvnnnnns 1,530,815
December 31, 2012...........cccceuvnnnns 495,000

Foreign Exchange Rate Risk. We generate all ofexgnues in U.S. dollars but incur approximatel6ldf our expenses in currencies other
than U.S. dollars. For accounting purposes, exgeinsarred in Euros are translated into U.S. dslirthe exchange rate prevailing on the
date of each transaction. We constantly monitottt& Dollar exchange rate and we try to achieveenfavorable exchange rates from the
financial institutions we work with.

Inflation. Although inflation has had a moderateant on our trading fleet's operating and voyageeesges in recent years, management doe:
not consider inflation to be a significant riskaperating or voyage costs in the current economierenment. However, in the event that
inflation becomes a significant factor in the glbbeonomy, inflationary pressures would resultiaréased operating, voyage and financing
costs.

ITEM 12. DESCRIPTION OF SECURITIES OTHER THAN EQUIT Y SECURITIES
Not Applicable.

Part Il
ITEM 13. Defaults, Dividend Arrearages and delinquacies

Neither we nor any of our subsidiaries have bedjestito a material default in the payment of pipag interest, a sinking fund or purchg
fund installment or any other material default twas not cured within 30 days. In addition, therpawt of our dividends are not, and have
been in arrears or have not been subject to a ialadetinquency that was not cured within 30 days.

ITEM 14. Material modifications to the Rights of Seurity holders and use of
proceeds.

None.
ITEM 15. Controls and procedures
Evaluation of disclosure controls and procedures.

On the date of this report, the Company carriedanugvaluation, under the supervision and withptiticipation of the Company's
management, including the Company's Chief Execu@ifficer and Chief Financial Officer, of the effa@ness of the design and operation of
the Company's disclosure controls and proceduresipnt to Rule 13a-14 of the Securities ExchangeoAt934, as amended. Based upon
that evaluation, the Chief Executive Officer andeElrinancial Officer concluded that the Compan&closure controls and procedures are
effective in alerting them timely to material infoation relating to the Company required to be idetliin the Company's periodic Securi



and Exchange Commission filings.
Changes in internal controls.

There have been no significant changes in ourriaterontrols or in other factors that could haymgicantly affected those controls
subsequent to the date of the Company's most regahtation of internal controls, including any remtive actions with regard to significant
deficiencies and material weaknesses.

ITEM 16A. AUDIT COMMITTEE FINANCIAL EXPERT

We have established an audit committee comprisé¢idreé members which is responsible for reviewingaccounting controls and
recommending to the board of directors the engagenfeour outside auditors. Each member is an iaddpnt director under the corporate
governance rules of the Nasdaq National Market.mBmbers of the audit committee are Messrs. Dogh®&ibbs and Thomas. While the
Company is exempt from the requirement to haveudit aommittee financial expert, both Mr. Thomas &fr. Gibbs meet the qualifications
of an audit committee financial expert.

ITEM 16B. CODE OF ETHICS

As a foreign private issuer, we are exempt fromrthes of the Nasdaqg National Market that requireadoption of a code of ethics. Howe?
we have voluntarily adopted a code of ethics tpatias to our principal executive officer, princii@ancial officer, principal accounting
officer and persons performing similar functionse Will also provide a hard copy of our code of eshfree of charge upon written request of
a shareholder. Shareholders may direct their régjp@she attention of Mr. Evangelos Pistiolis.

ITEM 16C. PRINCIPAL ACCOUNTANT FEES AND SERVICES

Our principal accountants for the years ended Déeerdl, 2003 and 2004 were Ernst and Young (Hel@aitified Auditors Accountants
S.A. For the 2004 year audit they billed us Eur8,060. There were no tax and audit related feéschith 2004. The audit for the year ended
December 31, 2003, was conducted in conjunctioh thi¢ audits for the years ended December 31, 8062002, as part of our initial puk
offering and our follow-on offering in July 2004&November 2004, respectively and their billing siets part of our offering expenses. For
their services in connection with our initial pubtiffering and follow-on offering Ernst and Yourtddllas), Certified Auditors Accountants
S.A. billed us Euro 489,501.

Our audit committee pre-approves all audit, auelitted and non-audit services not prohibited byttate performed by our independent
auditors and associated fees prior to the engagevhéme independent auditor with respect to sughises.

ITEM 16D. EXEMPTIONS FROM THE LISTING STANDARDS FOR AUDIT COMMITTEES
Not Applicable.
ITEM 16E. PURCHASES OF EQUITY SECURITIES BY THE ISSUER AND AFFILIATED PURCHASES

None.



Part Il
ITEM 17. FINANCIAL STATEMENTS
Not Applicable.

ITEM 18. FINANCIAL STATEMENTS

The following financial statements, together witle report of Ernst & Young (Hellas) Certified Aumlisé Accountants S.A. thereon, are filed
as part of this report;
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Stockholders of
TOP Tankers Inc.

We have audited the accompanying consolidated balsineets of TOP Tankers Inc. as of December 3B 20d 2004 and the related
consolidated statements of income, stockholdetstyegnd cash flows for each of the three yearthénperiod ended December 31, 2004.
These financial statements are the responsibilithie Company's management. Our responsibilitg Esxipress an opinion on these financial
statements based on our audits.

We conducted our audits in accordance with thedstals of the Public Company Accounting OversighafBioUnited States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethdindmecial statements are free of material
misstatement. We were not engaged to perform an afuithe Company's internal control over finangigborting. Our audit included
consideration of internal control over financigboeting as a basis for designing audit procedurasdre appropriate in the circumstances, but
not for the purpose of expressing an opinion oreffectiveness of the Company's internal contr@rdinancial reporting. Accordingly we
express no such opinion. An audit also includesréxiag, on a test basis, evidence supporting theuss and disclosures in the financial
statements, assessing the accounting principlesarggsignificant estimates made by managementg@aadating the overall financial
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, ¢consolidated financial position of TOP
Tankers Inc. at December 31, 2003 and 2004 andathgolidated results of its operations and its ¢asts for each of the three years in the
period ended December 31, 2004, in conformity Wwit8. generally accepted accounting principles.

/sl Ernst & Young (Hellas) Certified Auditors Accountants S. A

At hens, Greece
March 30, 2005



TOP TANKERS INC.

CONSOLIDATED BALANCE SHEETS
DECEMBER 31, 2003 AND 2004

(Expressed in thousands of U.S. Dollars - except sh

ASSETS

CURRENT ASSETS:
Cash and cash equivalents
Accounts receivable trade, net
Insurance claims
Inventories (Note 4)
Due from related parties (Note 3)
Prepayments and other

Total current assets

FIXED ASSETS:
Advances for vessel acquisitions (Notes 5 and 18
Vessels, net (Notes 6 and 8)
Office furniture and equipment, net (Note 3)

Total fixed assets

OTHER NON CURRENT ASSETS:
Deferred charges, net (Note 7)
Due from related parties (Note 3)
Restricted cash (Note 8)

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES:
Current portion of long-term debt (Note 8)
Dividends payable
Accounts payable
Due to related parties (Note 3)
Accrued liabilities (Note 9)
Unearned revenue
Financial instruments (Note 8)

Total current liabilities

LONG-TERM DEBT, net of current portion (Note 8)

STOCKHOLDERS' EQUITY:
Preferred stock, $0.01 par value; 20,000,00
authorized; none issued (Note 11)
Common stock, $0.01 par value; 50,000,000 share
6,000,000 and 27,830,990 shares issued and ou
December 31, 2003 and 2004, respectively (Note 1

Additional paid-in capital (Note 11)
Accumulated other comprehensive loss (Note 8)
Retained earnings

Total stockholders' equity

Total liabilities and stockholders' equity

The accompanying notes are an integral part of thes

are and per share data)

2003 2004
2,343 114,768
818 19,971
1,065 98
509 3,221
- 219
127 2,774
4,862 141,051
) - 25,650
48,074 355,997
- 440
48,074 382,087
2,148 6,748
319 -
300 10,000
55,703 539,886
4,027 19,540
- 5,845
3,027 10,358
105 -
694 3,766
1,155 3,054
- 248
9,008 42,811
30,376 175,266
0 shares
s authorized,
tstanding at
1)
60 278
13,351 294,240
- (248)
2,908 27,539
16,319 321,809
55,703 539,886

e consolidated statements.



TOP TANKERS INC.

CONSOLIDATED STATEMENTS OF INCOME

FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 200
(Expressed in thousands of U.S. Dollars - except sh

REVENUES:
Voyage revenues (Note 1)

EXPENSES:
Voyage expenses (Note 13)
Vessel operating expenses (Note 13)
Depreciation (Note 6)
Amortization of deferred charges (Note 7)
Management fees charged by a related party (Not
Sub-Manager fees (Note 1)
General and administrative expenses

Foreign currency losses, net
Gain on sale of vessels (Note 6)

Operating income
OTHER INCOME (EXPENSES):
Interest and finance costs (Notes 8 and 14)
Interest income
Other, net (Note 15)
Total other income (expenses), net
Net Income

Earnings per share, basic and diluted (Notes 11 and

Weighted average number of shares, basic and dilute

The accompanying notes are an integral part of thes

4
are and per share data)
2002 2003
11,426 23,08
3,311 5,93
4,553 8,42
2,213 3,60
177 59
e3) 673 1,68
143 12
62 10
294 2,60
(993) (1,33
6
894 36
(93) (97
201 1,63
12) 0.03 0.2
d 6,000,000 6,000,00

e consolidated statements.

2004
5 93,829
7 16,898
0 16,859
4 13,108
9 1,514
6 1,120
- 803

9 6,656
5 75

- (638)
5 37,434
6) (5,201)
1 481
4 80
1) (4,640)
4 32,794
7 2.54



TOP TANKERS INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY
FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 200
(Expressed in thousands of U.S. Dollars - except sh

Compre
Inc

BALANCE, December 31, 2001

Net income 201
Contributions to additional

paid-in capital -
Dividends paid ($0.14 per share) -

Comprehensive income 201

BALANCE, December 31, 2002

Net income 1,634
Contributions to additional

paid-in capital -
Dividends paid ($0.10 per share) -

Comprehensive income 1,634

BALANCE, December 31, 2003

Net income 32,794
Dividends paid ($0.39 per share) -
Contributions to additional paid-in

capital -

Issuance of common stock -
Dividends declared ($0.21 per share) -
Other comprehensive income

- Unrealized loss on cash flow hedges  (248)

Comprehensive income 32,546

BALANCE, December 31, 2004

The accom

4
are and per share data)

Accu
Capital Stock Additional Ot
hensive ------------meommee Paid-in  Compr
ome  #of Shares Par Value Capital L

6,000,000 60 4,588

6,000,000 60 6,867

- - 6484

6,000,000 60 13,351

- - 17,077
21,830,990 218 263,812

- - - (24

27,830,990 278 294,240 (24

panying notes are an integral part of these consoli

mulated

her

ehensive Retained
0ss Earnings Total
- 2,488 7,136
- 201 201

- - 2,279
- (844)  (844)

- 1,845 8,772
- 1,634 1,634
- - 6,484

- (571)  (571)

- 2,908 16,319

- 32,794 32,794
- (2318) (2318)

- - 17,077
- - 264,030
- (5,845) (5,845)

8) - (248)

8) 27,539 321,809

dated statements.



TOP TANKERS INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2002, 2003 AND 200
(Expressed in thousands of U.S. Dollars)

Cash Flows from Operating Activities:
Net income
Adjustments to reconcile net income to net
cash provided by operating activities:
Depreciation
Amortization of dry-docking costs
Amortization and write off of
deferred financing costs
Gain on sale of vessels
(Increase) Decrease in:
Accounts receivable
Insurance claims
Inventories
Due from related parties
Prepayments and other
Increase (Decrease) in:
Accounts payable
Due to related parties
Accrued liabilities
Unearned revenue
Payments for dry-docking

Net Cash from Operating Activities

Cash Flows from (used in) Investing Activities:
Advances for vessel acquisitions
Vessel acquisitions and improvements
Advances to related parties
Net proceeds from sale of vessels
Expenditures for property and equipment

Net Cash used in Investing Activities

Cash Flows from (used in) Financing Activities:
Proceeds from long-term debt
Principal payments of long-term debt
Repayment of long-term debt
Increase in restricted cash
Contributions to additional paid-in capital
Issuance of common stock
Payment of financing costs
Dividends paid

Net Cash from Financing Activities

Net increase (decrease) in cash and cash equivalent
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year
SUPPLEMENTAL CASH FLOW INFORMATION

Interest paid

The accompanying notes are an integral part of thes

2002 2003 2004
201 1,634 32,
2,213 3,604 13,
177 599 1,
161 121
- -
87 (689) (19,
(278) (787)
(48) (220) (2,
- - 2
25 7 @
497 1,883 7,
385 (204) (
228 320 3,
(729) 1,155 1,
(510)  (2.414) (7,
2,409 4,930 28,
- - (25,
(18,547)  (19,550) (327,
251 (151)

- S
(18,296)  (19,701) (344,
15,550 25,850 281,

(2,550)  (3,059) (4,
- (11,230) (115,
- (300) o,

2,279 6,484 17,

- - 264,
(200) (154) (2,
(844) (571) (2,

14,235 17,020 428,
(1,652) 2,249 112
1,746 94 2,
94 2,343 114,
727 1,045 3,

e consolidated statements.

794

108
514

755
638)

153)
967
712)
19)
647)

331
105)
072
899
365)

601

650)
629)
319
536
475)

899)

900
251)
260)
700)
077
030
755)
318)

723

425
343

768

157



TOP TANKERS INC.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2003 AND 2004
(Expressed in thousands of United States Dollassept share and per share data, unless othenatse)s

1. Basis of Presentation and General Information:

The accompanying consolidated financial statemietade the accounts of TOP Tankers Inc. (form&@tean Holdings Inc.) (“TOP") and
wholly-owned subsidiaries (collectively the "Comggn Ocean Holdings Inc. was formed on January2000, under the laws of Marshall
Islands, was renamed to TOP Tankers Inc. in Mayt20@ is the sole owner of all outstanding shaféiseofollowing subsidiaries:

(a) TOP Tanker Management Inc., (the "Managergldisthed on May 24, 2004, under the laws of Matdbknds, is responsible for all of
the chartering, operational and technical manageofahe Company's fleet. Up to June 30, 2004 therations of the vessels were managed
by Primal Tankers Inc., a related Liberian corpioratvhich is wholly owned by the father of the Camp's Chief Executive Officer (Note «
Since July 1, 2004 the ship-owning companies havamagement agreement with the Manager, under whétagement services are
provided in exchange for a fixed monthly fee pessed. The Manager has an office in Greece locat@@%111, Messogion Avenue 115 26
Athens Greece. The Manager subcontracted the tallmanagement of the vessels to two unaffiliatéd sxanagement companies, Unicom
Management Services Ltd and VShips Management éditollectively the "Sub-Manager"). The Sub-Manggevides operational and
technical services to Company's vessels at a fixadthly fee per vessel. Such fees for the year&bdember 31, 2004 totaled $ 803 and
are separately reflected in the accompanying 2084alidated statement of income. At December 3@428e amount due to the Sub-
Manager totaled $ 2,139 and is included in Acco®atgable in the accompanying 2004 consolidatechbalaheet.

(b) Helidona Shipping Company Limited ("Helidonat¢orporated in the Marshall Islands in May 200&8ner of the 29,998 DWT, (built in
1989), tanker vessel "Yapi" and Helidona Shippirgrpany Limited, incorporated in British Cayman t&la in August 2000, former owner
of vessel "Yapi", which was acquired in August 2000

(c) Gramos Shipping Company Inc. ("Gramos"), incogped in the Marshall Islands in January 2003, avafi the 45,720 DWT (built in
1992), tanker vessel "Faithful”, which was acquireduly 2003 and Vermio Shipping Company Limitedorporated in the Marshall Islands
in December 2001, owner of vessel "Faithful” fog theriod from February 2002 to July 2003.

(d) Rupel Shipping Company Inc. ("Rupel"), incorgied in the Marshall Islands in January 2003, ovarfi¢he 44,646 DWT (built in 1992)
tanker vessel "Fearless", which was acquired imdelg 2003.

(e) Mytikas Shipping Company Ltd. ("Mytikas"), ingmrated in the Marshall Islands in February 2@Wner of the 136,055 DWT (built in
1993) tanker vessel "Limitless", which was acquirearch 2004.

(f) Litochoro Shipping Company Ltd. ("Litochoro'lpcorporated in the Marshall Islands in March 20@4ner of the 135,915 DWT (built in
1992) tanker vessel "Endless", which was acquimédarch 2004.

(9) Falakro Shipping Company Ltd. ("Falakro"), ingorated in Liberia in July 2004, owner of the ZBMOWT (built in 1991) tanker vessel
"Doubtless”, which was acquired in August 2004.

(h) Pageon Shipping Company Ltd. ("Pageon"), inooafed in Cyprus in July 2004, owner of the 47,084 T (built in 1992) tanker vessel
"Vanguard", which was acquired in August 2004.

(i) Vardousia Shipping Company Ltd. ("Vardousiahgorporated in Cyprus in July 2004, owner of tie084 DWT (built in 1992) tanker
vessel "Invincible", which was acquired in Augu802.

(j) Psiloritis Shipping Company Ltd. ("Psiloritis'lncorporated in Liberia in July 2004, owner of #7,084 DWT (built in 1991) tanker ves
"Victorious", which was acquired in August 2004.

(k) Parnon Shipping Company Ltd. ("Parnon”), inaygied in Cyprus in July 2004, owner of the 47,084 T (built in 1992) tanker vessel
"Relentless"”, which was acquired in August 2004.

() Menalo Shipping Company Ltd. ("Menalo"), incomated in Cyprus in July 2004, owner of the 47,084T (built in 1991) tanker vessel
"Restless", which was acquired in August 2004.

(m) Pintos Shipping Company Ltd. ("Pintos"), incorgted in Cyprus in July 2004, owner of the 47,084T (built in 1992) tanker vessel
"Sovereign", which was acquired in August 2004.

(n) Pylio Shipping Company Ltd. ("Pylio"), incorgded in Liberia in 2004, owner of the 154,970 DWilt in 1991) tanker vessel
"Flawless", which was acquired in September 2!
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(o) Idi Shipping Company Ltd. ("Idi"), incorporatéu Liberia in July 2004, owner of the 47,094 DWbL{lt in 1991) tanker vessel "Spotles
which was acquired in September 2004.

(p) Taygetus Shipping Company Ltd. ("Taygetus"¢oimporated in Liberia in July 2004, owner of thet B0 DWT (built in 1991) tanker
vessel "Timeless", which was acquired in Septer@dbén.

(q) Kalidromo Shipping Company Limited ("Kalidrompincorporated in the Marshall Islands in May 206@&ner of the 31,766 DWT (built
in 1980) tanker vessel "Tireless", which was sol&éeptember 2004.

(r) Olympos Shipping Company Limited ("Olympos'hcorporated in the Marshall Islands in May 2003newof the 29,990 DWT (built in
1985), tanker vessel "Med Prologue” which was sold>ecember 6, 2004 and Olympos Shipping Compamytéd, incorporated in British
Cayman Islands in December 1999, former owner @f/tssel.

(s) Kisavos Shipping Company Limited ("Kisavostjcorporated in the Marshall Islands in November£@®0 be the owner of the 154,970
DWT (built in 1991) tanker vessel "Priceless” (Nofeand 18).

(t) Imitos Shipping Company Limited ("Imitos"), iagoorated in the Marshall Islands in November 2@64e the owner of the 149,554 DV
(built in 1992) tanker vessel "Noiseless" (Noteangl 18).

(u) Parnis Shipping Company Limited ("Parnis"),arorated in the Marshall Islands in November 2@64e the owner of the 149,599 D\
(built in 1992) tanker vessel "Stainless" (Notesn@d 18).

(v) Parnasos Shipping Company Limited ("Parnasastprporated in Liberia in November 2004, to be thvner of the 154,970 DWT (built
in 1992) tanker vessel "Faultless" (Notes 5 and 18)

(w) Vitsi Shipping Company Limited ("Vitsi"), incporated in Liberia in November 2004, to be the avwoféhe 154,970 DWT (built in 199
tanker vessel "Stopless” (Notes 5 and 18).

The Company is engaged in the ocean transportafiorude oil and refined petroleum cargoes worlawtiskough the ownership and
operation of the tanker vessels mentioned above.

At December 31, 2004, five vessels were operatimdpuvoyage charters and ten vessels under longtiere charters, with an estimated
duration of 24 months, including a profit sharigyeement, which is settled on a calendar quartgs bBuring 2004, 44% of the Company's
voyage revenues were derived from these time ahagreements. During 2002, 2003 and 2004 four elend individually accounted for
more than 10% of the Company's voyage revenueslas/$:

Charterer 2002 2003 200 4
A - 31% 2 9%
B 20% 16% -

C 21% - -
D 24% - 15 %

2. Significant Accounting Policies:

(a) Principles of Consolidation: The accompanyingsolidated financial statements have been prepar@ctordance with U.S. generally
accepted accounting principles ("US GAAP") andude the accounts and operating results of Top Tarke. and its wholly-owned
subsidiaries referred to in Note 1. All significamtercompany balances and transactions have bieeinated in consolidation.

(b) Use of Estimates: The preparation of consadiddinancial statements in conformity with U.S. gelly accepted accounting principles
requires management to make estimates and assas it affect the reported amounts of assetsiabitities and disclosure of contingent
assets and liabilities at the date of the consttifinancial statements and the reported amounts/enues and expenses during the repc
period. Actual results could differ from those psites.

(c) Other Comprehensive Income (Loss): The Comppalhyws the provisions of Statement of FinanciakcAanting Standards "Statement of
Comprehensive Income" (SFAS 130), which requir@susse presentation of certain transactions, whaiehrecorded directly as components
of stockholders' equity.

(d) Foreign Currency Translation: The functionalrency of the Company is the U.S. Dollar becauseGbmpany's vessels operate in
international shipping markets, and therefore prilp#ransact business in U.S. Dollars. The Comfmhgoks of accounts are maintained in
U.S. Dollars. Transactions involving other curr@saiuring the year are converted into U.S. Dollsisg the exchange rates in effect at the
time of the transactions. At the balance sheetsdatenetary assets and liabilities, which are dénatad in other currencies, are translated to
reflect the yee-end exchange rates. Resulting gains or losseefeeted separately in the accompanying consoliist&tements of incom
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(e) Cash and Cash Equivalents: The Company comsshghly liquid investments such as time deposits eertificates of deposit with an
original maturity of three months or less to behceguivalents.

(f) Accounts Receivable--Trade: The amount showA@aounts Receivable--Trade at each balance slaetidcludes estimated recoveries
from charterers for hire, freight and demurragérgsk, net of a provision for doubtful accounts.eich balance sheet date, all potentially
uncollectible accounts are assessed individualyfoposes of determining the appropriate provisasrdoubtful accounts. Provision for
doubtful accounts at December 31, 2003 and 20@etbto $0 and $132, respectively.

(9) Insurance Claims: Insurance claims are recoottetthe accrual basis and represent the claimaplenses, net of deductibles, incurred
through December 31 of each year, which are exgdotbe recovered from insurance companies.

(h) Inventories: Inventories consist of bunkergricants and consumable stores which are stati &bwer of cost or market. Cost is
determined by the first in, first out method.

(i) Vessel Cost: Vessels are stated at cost, wtnclsists of the contract price and any materiakagps incurred upon acquisition (initial
repairs, improvements and delivery expenses). Spuiese expenditures for conversions and major imgmeents are also capitalized when
they appreciably extend the life, increase theiagroapacity or improve the efficiency or safetytlod vessels otherwise these amounts are
charged to expense as incurred.

() Impairment of Long-Lived Assets: The Companylgs SFAS 144 "Accounting for the Impairment osposal of Long-lived Assets",
which addresses financial accounting and repoftinghe impairment or disposal of long-lived assé&tse standard requires that, long-lived
assets and certain identifiable intangibles hettlus®ed or disposed of by an entity be reviewednigairment whenever events or changes in
circumstances indicate that the carrying amouthefssets may not be recoverable. When the estwhandiscounted cash flows, exclud
interest charges, expected to be generated bysthefithe asset is less than its carrying amoh@atCompany should evaluate the asset for an
impairment loss. Measurement of the impairment isssmsed on the fair value of the asset as prdvigethird parties. In this respect,
management regularly reviews the carrying amouth@fvessels in connection with the estimated rexable amount for each of the
Company's vessels. The review for impairment oheasssel's carrying amount as of December 31, 20023 and 2004, did not result in an
indication of an impairment loss.

(k) Vessel Depreciation: Depreciation is computsihg the straight-line method over the estimatexfuldife of the vessels, after considering
the estimated salvage value. Each vessel's saledige is equal to the product of its lightweightitage and estimated scrap rate. With the
exception of the vessel Tireless, Management estgrthe useful life of the Company's vessels t@%hgears from the date of initial delivery
from the shipyard. Second hand vessels are depeddimm the date of their acquisition through thieimaining estimated useful life. The
useful life of the vessel Tireless was estimate2l@gears, which coincided with the validity of ttlass certificate. When regulations place
limitations over the ability of a vessel to tradeaworldwide basis, its useful life is adjustedhat date such regulations become effective.

() Accounting for Dry-Docking Costs: The Compamjléws the deferral method of accounting for dryckiog costs whereby actual costs
incurred are deferred and are amortized on a btréiite basis over the period through the datentwd dry-docking becomes due.
Unamortized dry-docking costs of vessels that ale are written off and included in the calculatimithe resulting gain or loss in the year of
the vessel's sale.

(m) Financing Costs: Fees incurred for obtaining feans or refinancing existing ones are recorded eontra to debt. Such fees are
amortized to interest expense over the life ofriated debt using the effective interest methathrbortized fees relating to loans repaid or
refinanced are expensed in the period the repayoreefinancing is made.

(n) Pension and Retirement Benefit Obligations wCiEhe ship-owning companies included in the cadsdion, employ the crew on board,
under short-term contracts (usually up to nine mgnand accordingly, they are not liable for anggien or post retirement benefits.

(o) Staff leaving Indemnities - Administrative pensiel: The Company's employees are entitled toiteton payments in the event of
dismissal or retirement with the amount of paymemying in relation to the employee's compensatiemgth of service and manner of
termination (dismissed or retired). Employees wdgign, or are dismissed with cause are not entitledrmination payments. The Compal
liability on an actuarially determined basis, acBeber 31, 2003 and 2004 amounted to $0 and $S{7ecsvely.

(p) Accounting for Revenue and Expenses: Revermgegenerated from voyage and time charter agreemEimie charter revenues are
recorded over the term of the charter as servipeagided. Under a voyage charter the revenuesaiasdciated voyage costs are recognize

a pro-rata basis over the duration of the voyageoyage is deemed to commence upon the completidischarge of the vessel's previous
cargo and is deemed to end upon the completioisohdrge of the current cargo. Demurrage incomeesgmts payments by the charterer to
the vessel owner when loading or discharging timeeeded the stipulated time in the voyage chaviessel operating expenses are accol
for on the accrual basis. Unearned revenue repieesash received prior to year-end related to negepplicable to periods after December
31 of each year.

(q) Repairs and Maintenance: All repair and maiatee expenses and underwater inspection expersesmansed in the year incurred. S
costs are included in vessel operating expensieiaccompanying consolidated statements of inc



(r) Earnings per Share: Basic earnings per shareanputed by dividing net income by the weighteerage number of common shares
deemed outstanding during the year. Diluted eampeg share, reflects the potential dilution thatld occur if securities or other contracts to
issue common stock were exercised. The Companyndailutive securities outstanding during the thyear period ended December 31,
2004.

(s) Segment Reporting: The Company reports findindiermation and evaluates its operations by aragvenues and not by the length of
ship employment for its customers, i.e., spotmetcharters. The Company does not have discretadial information to evaluate the
operating results for each such type of charteh@igh revenue can be identified for these typahafters, management cannot and does no
identify expenses, profitability or other financiaformation for these charters. As a result, managnt, including the chief operating decis
maker, reviews operating results solely by revgrmereday and operating results of the fleet and thesCompany has determined that it
operates under one reportable segment. Furthernvba the Company charters a vessel to a charteeecharterer is free to trade the vessel
worldwide and, as a result, the disclosure of gaplgic information is impracticable.

(t) Derivatives: SFAS No. 133, "Accounting for Deative Instruments and Hedging Activities" (as aded) establishes accounting and
reporting standards requiring that every derivaitnggrument (including certain derivative instrurteembedded in other contracts) be
recorded in the balance sheet as either an askability measured at its fair value, with changeshe derivatives' fair value recognized
currently in earnings unless specific hedge acéogrriteria are met.

During 2004, the Company engaged in an interestawap agreement in order to hedge the exposunéeost rate fluctuations associated
with the cash flows on a portion of the Compangsable rate borrowings (Note 8). This swap agragrisedesignated and qualifies as a ¢
flow hedge. Its fair value is included in financiastruments in the accompanying 2004 consolidatdance sheet with changes in the
effective portion of the instrument's fair valueseded in accumulated other comprehensive lossingigective portion of the change in fair
value of the derivative financial instrument is imamately recognized in the income statement asrgoaent of interest and finance cost. If
the hedged item is a forecasted transaction thatinot expected to or will not occur, then degivative financial instrument no longer
qualifies as a cash flow hedge. As a result, failu@ changes that were previously recorded in aatated other comprehensive loss are
immediately recognized in earnings as a comporifiitiancial income/expense. In all other instanedsen a derivative financial instrument
ceases to be designated or to qualify as a casthiéalge, the previously recorded changes in fdireveemain in accumulated other
comprehensive income until the hedged item affeatsings. It is the Company's intention to hold §wap agreement to maturity.

The off-balance sheet risk in outstanding option agreenmewtdves the risk of a counter party not perforghumder the terms of the contra
The Company monitors its positions, the crediniggiof counterparties and the level of contraatsfiérs into with any one party. The
Company has a policy of entering into contracthwrrties that meet stringent qualifications arkeigthe high level of credit quality of its
derivative counterparty, the Company does not belieis necessary to obtain collateral arrangement

(u) Recent Accounting Pronouncements:

FASB Interpretation No. 46R: In December 2003,RA&B issued Interpretation No. 46R, ConsolidatibWariable Interest Entities, an
Interpretation of ARB No. 51 (the "Interpretationifjhich revised Interpretation No. 46, issued inuay 2003. The Interpretation addresses
the consolidation of business enterprises (variaitégest entities) to which the usual conditiowiership of a majority voting interest) of
consolidation does not apply. The Interpretaticcu®s on financial interests that indicate conttaoncludes that in the absence of clear
control through voting interests, a company's eypogvariable interest) to the economic risks aogptial rewards from the variable interest
entity's assets and activities are the best evalefcontrol. Variable interests are rights andgatilons that convey economic gains or losses
from changes in the value of the variable inteessity's assets and liabilities. Variable interests arise from financial instruments, service
contracts, and other arrangements. If an enterpakis a majority of the variable interests of atitg, it would be considered the primary
beneficiary. The primary beneficiary would be reqdito include assets, liabilities, and the resafltsperations of the variable interest's entity
in its financial statements. The Company was reguio adopt the provisions of FIN 46R for entitbesated prior to February 2003, in 2004.
The adoption of FIN 46R in 2004 did not have anpéat on the Company's consolidated financial posijtiesults of operations or cash
flows.

(v) Reclassifications of Prior Year Balances: Alassification has been made to the 2003 consotidatancial statements to conform to the
presentation in the 2004 consolidated financidkst@nts. An amount of $208, concerning unamortiEfdrred financing fees, which is now
presented as a contra to current portion of long+-ebt ($57) and as a contra to Idegn debt, net of current portion ($151) at Decen®ig
2003, was previously classified in deferred charges

3. Transactions with Related Parties:

(&) Primal Tankers Inc.: As discussed in Note ltaupune 30, 2004, the ship-owning companies hadreagement agreement with Primal
Tankers Inc., under which management services prengded in exchange for a fixed monthly fee pessat, which was renewed annually.
The fees charged by Primal Tankers Inc. during 22023 and 2004 amounted to $673, $1,686 and $1r&é&pectively, and they are
separately reflected in the accompanying consaiiatatements of income. At December 31, 2003 804 the amounts due to and from
Primal Tankers Inc. totalled $105 and $219, respelgtand are separately reflected in the accomipangonsolidated balance sheets. As of
December 31, 2003, the Company had advanced t@PTiamkers Inc. $319 of deposits as a securitytferperformance by the ship-owning
companies of their obligations under the managemgrgements. Such deposits, following the ternomadf the management agreements,
were refunded to the Company free of interest. theunt of $319 is separately reflected under Otfwer-Current Assets in the
accompanying 2003 consolidated balance sheet. @004 the Manager acquired from Primal Tankersdffice furniture and equipme



for a consideration of $475. Depreciation expens@004 amounted to $35 and is included in deptiecian the accompanying 2004
consolidated statement of income.

(b) Pyramis Technical Co. S.A.: On July 9, 2004@uwenpany concluded an agreement to lease officeespaAthens, Greece from Pyramis
Technical Co. SA, which is wholly owned by the fatlof the Company's Chief Executive Officer. Theeggnent is for duration of six years
beginning July 2004 with an option for an extensabfour years. The monthly rental is Euro 39,08fuated annually for inflation increase
effective January 1, 2006. General and adminisgakpenses for the year ended December 31, 260#le$281 of rentals paid to Pyramis
Technical Co. S.A. The minimum rentals payable umgerating leases for each of the years endingmber 31, 2005 through December
31, 2010 before any adjustment for inflation ammhétated using the exchange rate of $/Euro at DieeeB1, 2004 are:

Year Amount

2005 622

2006 622

2007 622

2008 622

2009 and thereafter 950
3,438

4. Inventories:

The amounts shown in the accompanying consolidadtahce sheets are analyzed as follows:

2003 2004
Bunkers 242 2,096
Lubricants 147 805
Consumable stores 120 320
509 3,221

5. Advances for Vessel Acquisitions:

In November 2004, Kisavos, Imitos, Parnis, ParnasasVitsi entered into memoranda of agreementduiiee the vessels Priceless,
Noiseless, Stainless, Faultless and Stopless,athgglg, for a total amount of $ 256,500. Under teems of the agreements, the Compan
of December 31, 2004, paid $25,650 representir@fa deposit on the purchase price of each vesselathuisitions will be financed from
the proceeds of the Company's follow-on public rifiig discussed in Note 11 and from long-term banérfcing. As of December 31, 2004,
remaining contracted payments for vessels acquisifiall due in 2005, amounted to $230,850. Theed delivery date of the Priceless is
February 2005. The expected delivery date of thiedess, Stainless, Faultless and Stopless is 2.

6. Vessels, net:

The amounts in the accompanying consolidated balaheets are analyzed as follows:

Ac cumulated Net
Vessel Cost De preciation Book Value

Balance, December 31, 2002 36,396 (4,268) 32,128
- Acquisitions 19,550 - 19,550
- Depreciation - (3,604) (3,604)
Balance, December 31, 2003 55,946 (7,872) 48,074
- Acquisitions 327,629 - 327,629
- Disposals (Tireless and

Med Prologue) (10,024) 3,391 (6,633)
- Depreciation - (13,073)  (13,073)

Balance, December 31, 2004 373,551 (17,554) 355,997

Acquisitions during the year ended December 31426@resent (a) the acquisition cost of the veddpigless and Endless for a total amo
of $75,846, (b) the acquisition cost of the tersedésdiscussed in Note 1(g) through Note 1(p) flmtal amount of $251,257 and (c)
improvements of $526 on the vessel Yapi.

In September and December 2004 vessels TirelessladdPrologue, respectively, were sold for $8,9kese sales, after the related sales
expenses of $364 and the unamortized, as of easelesale date, (-docking and financing costs written off of $1,26&sulted in a gain ¢
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$638, which is separately reflected in the accomipan2004 consolidated statement of income.

All Company's vessels, having a total carrying eadfi $355,997 at December 31, 2004, have beended\as collateral to secure the loans
discussed in Note 8.

7. Deferred Charges, net:

The unamortized amounts included in the accompanyamsolidated balance sheets represent dry-dockisig and are analyzed as follows:

Balance, December 31, 2002 333
- Additions 2,414
- Amortization (599)
Balance, December 31, 2003 2,148
- Additions 7,365
- Write-off due to sale of vessels (Note 6) (1,251)
- Amortization (1,514)
Balance, December 31, 2004 6,748

Write-off of deferred charges due to vessels saiadluded in gain from vessels sale in the accawyipg 2004 consolidated statement of
income.

8. Long-term Debt:

The amounts in the accompanying consolidated balaheets are analyzed as follows:

Borrower(s) 2003 2004
(a) The Company - 194,806
(b) Mytikas - -

(c) Litochoro - -

(d) Helidona and Olympos 10,148 -

(e) Gramos 11,403 -

(f) Kalidromo 1,800 -

(9) Rupel 11,052 -
Total 34,403 194,806
Less - current portion (4,027) (19,540)
Long - term portion 30,376 175,266

(&) The Company: In late July 2004 the Company kewmlezl a bank loan to partially finance the acqiaisitost of the ten tanker vessels
discussed in Note 6 and to refinance the Compamxjssing loans, with the exception of the Kalidrotoan discussed in (f) below. The bank
loan was for the amount of $222,000 divided intoa?ches of $197,000 and $25,000, respectively $9F,000 tranche is payable in 16
consecutive semi-annual installments of $10,000,eaom March 31, 2005 to September 2012, pluslladapayment of $ 37,000 payable
together with the last installment. The $25,000dte, which was partially repaid ($2,310) from slaée proceeds of the vessel Tireless, was
repaid in full, on November 15, 2004, from the meds of the Company's folloanr offering (Note 11). The loan bears interestI&QR plus

a margin. At December 31, 2004 the interest rateg(ding the margin) was 4.60%.

(b) Mytikas: Loan for an amount of $30,400, obtaliie March 2004, to partially finance the acqudsiticost of vessel Limitless. On August
17, 2004, the outstanding balance of the loan disadfdate was refinanced from the proceeds ofodre discussed in (a) above.

(c) Litochoro: Loan for an amount of $29,500, obé&al in March 2004, to partially finance the acdigsi cost of vessel Endless. On August
17, 2004, the outstanding balance of the loan disadfdate was refinanced from the proceeds ofiodne discussed in (a) above.

(d) Helidona and Olympos: Loan for an amount of,$20, obtained in September 2003, to refinance then outstanding loan balances. On
August 12, 2004, the outstanding balance of the &saof that date was refinanced from the proceétte loan discussed in (a) above.

(e) Gramos: Loan for an amount of $11,750, obtainellily 2003, to assist Gramos in financing thguésition cost of vessel Faithful from
Vermio. On October 15, 2004, the outstanding baarfche loan as of that date was refinanced filogrproceeds of the loan discussed in (a)
above.

(f) Kalidromo: Loan for an amount of $2,100, obtdnn June 2003, to partially finance the acquisitiost of the vessel Tireless. Upon the
sale of the vessel Tireless on September 24, 2084utstanding balance of the loan ($1,413) whg fepaid.
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(9) Rupel: Loan for an amount of $12,000, obtaimeBebruary 2003, to partially finance the acqiositcost of the vessel Fearless. On
October 15, 2004, the outstanding balance of the &s of that date was refinanced from the procektte loan discussed in (a) above.

The loan is secured as follows:

o First priority mortgages over the Company's vissse

o Assignments of insurance and earnings of thegaged vessels;
o Corporate guarantee of the TOP Tankers Inc;

o Pledge over the earnings accounts of the vessels.

The loan, among others, contains financial covenegeguiring the Company to ensure that the aggeegatket value of the mortgaged
vessels at all times exceed 130% of the aggregastamding principal amount under the loan, to emthat total assets minus total debt will
not at any time be less than $150,000 and to minih¢id funds which at any time be not less thiaa higher of $10,000 or $500 per vessel.
As a result, the minimum liquid funds required unttie loan covenants of $10,000 have been cladsiieestricted cash. The Company is
permitted to pay dividends under the loan so land & not in default of a loan covenant or if Bulividend payment would not result in a
default of a loan covenant.

Interest expense for the years ended Decembel082, 2003 and 2004, amounted to $797, $1,128 ajid $4espectively and is included in
interest and finance costs in the accompanyingatmaded statements of income (Note 14). The weidlaverage interest rate of the above
loans during the years 2002, 2003 and 2004, wd®/3.8.28% and 3.19%, respectively.

The annual principal payments required to be métée Becember 31, 2004, are as follows:

Year Amount
2005 20,000
2006 20,000
2007 20,000
2008 20,000
2009 20,000
2010 and thereafter 97,000
1 97,000
Less unamortized financing fees (2,194)
1 94,806

In connection with the loan discussed under (ayapon August 26, 2004, the Company entered intotenest rate swap agreement in order
to hedge the Company's variable interest rate expo#s of December 31, 2004, the swap agreemeha Immtional amount of $98,500 and
its fair value is in a loss position of ($248). T2@04 change in fair value on the swap agreemaetimded entirely as a component of other
comprehensive loss as there is no hedge ineffetsse The swap agreement will expire in Septemd@s.2

9. Accrued Liabilities:

The amounts in the accompanying consolidated balaheets are analyzed as follows:

2003 2004
Interest on long-term debt 165 1,170
Vessels' operating and voyage expenses 524 2,019
General and administrative expenses 5 577
Total 694 3,766

10. Contingencies:

Various claims, suits, and complaints, includingsth involving government regulations and prodwdiility, arise in the ordinary course of
the shipping business. In addition, losses may dram disputes with charterers, agents, insuranceother claims with suppliers relating to
the operations of the Company's vessels. Curremdyagement is not aware of any such claims oirgenit liabilities, which should be
disclosed, or for which a provision should be dgtabd in the accompanying consolidated finanditiesnents
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The Company accrues for the cost of environmeizthilities when management becomes aware thabéityais probable and is able to
reasonably estimate the probable exposure. Cwyreninagement is not aware of any such claims mtiregent liabilities, which should be
disclosed, or for which a provision should be els&ghbd in the accompanying consolidated finanditiesnents. A minimum of up to $1
billion of the liabilities associated with the indiual vessels actions, mainly for sea pollutiam, eovered by the Protection and Indemnity
(P&I) Club insurance.

11. Common Stock and Additional Paid-In Capital:

The Company's common stock since inception and pyithe amendment of its articles of incorporatioiay 2004 consisted of 500 shares
authorized, issued and outstanding, of no par vdlbe holders of the shares are entitled to one @ntall matters submitted to a vote of
stockholders and to receive all dividends, if any.

On May 10 and May 27, 2004 the Company's Articlescorporation were amended. Under the amendéalestof incorporation the
Company was renamed to TOP Tankers Inc. and clyyéstauthorized capital stock consists of 50,000 registered and/or bearer share
common stock, par value $0.01 per share and 2@000egistered preferred shares with par valu®di® The Board of Directors shall he
the authority to establish such series of prefestedk and with such designations, preferenceselatlve, participating, optional or special
rights and qualifications, limitations or restrarts as shall be stated in the resolutions provittinghe issue of such preferred stock. In
addition the Company within the context of itsialippublic offering discussed below, on May 21, 206ancelled the 500 shares of Ocean
issued 6,000,000 shares at par value of $0.01 &hehshare and per share data included in the gmamying consolidated financial
statements have been restated to reflect the issudrthe 6,000,000 shares outstanding for albperpresented.

On July 23, 2004 the Company completed its infiigblic offering in the United States under the EdiStates Securities Act of 1933, as
amended. In this respect 12,278,570 shares of constiock at par value of $0.01 were issued for ¥1p&r share. The net proceeds to the
Company totaled $124,440.

On November 5, 2004 the Company completed a foloypublic offering in the United States under thréted States Securities Act of 1933,
as amended. In this respect 9,552,420 shares ahoorstock at par value of $0.01 were issued forS1 per share. The net proceeds to the
Company totaled $139,372.

The amounts shown in the accompanying consolidgtttdments of stockholders' equity, as contribsttoradditional paid-in capital,
represent (a) payments made by the stockholder21$2$6,484 and $17,077 in 2002, 2003 and 208pexddively), prior to the Company's
initial public offering discussed above, at varialates to finance vessel acquisitions in excetiseoAmounts of bank loans obtained and
advances for working capital purposes and (b) tmsicleration received for the issuance of the shiarduly and November 2004, discussed
above, in excess of their par value.

The Company paid dividends of $844, $571 and $2¢REBg the years ended December 31, 2002, 2002604, respectively. In December
2004, the Company declared dividends of $0.21 lpares amounted to $5,845, which were paid in Jagn2@05.

12. Earnings Per Common Share:

The components of the calculation of basic earnpegsshare and diluted earnings per share ardlas/$o

2002 2003 2004

Net Income:

Income available to common shareholders $ 201 $1,634 $ 32,794
Basic earnings per share:

Weighted average common shares outstanding 6,000,000 6,000,000 12,922,449
Diluted earnings per share:

Weighted average common shares--diluted 6,000,000 6,000,000 12,922,449

Basic earnings per common share $0.03 $0.27 $2.54

Diluted earnings per common share $0.03 $0.27 $2.54

13. Voyage and Vessel Operating Expenses:

The amounts in the accompanying consolidated statesmf income are analyzed as follows:

Voyage Expenses 2002 2003 2004
Port charges 1,197 1,824 5,181
Bunkers 1,667 3,367 8,588
Commissions 447 746 3,129
Total 3,311 5,937 16,898

Vessel Operating Expenses



Crew wages and related costs 2,145 3,638 7,285

Insurance 695 1,323 2,873
Repairs and maintenance 883 1,874 2,842
Spares and consumable stores 818 1,559 3,804
Taxes (Note 16) 12 26 55
Total 4,553 8,420 16,859

14. Interest and Finance Costs:

The amounts in the accompanying consolidated statesmf income are analyzed as follows:

2002 2003 2004
Interest on long-term debt (Note 8) 797 1,128 4,161
Bank charges 35 87 285
Amortization and write-off of
financing fees 161 121 755
Total 993 1,336 5,201

15. Other, net:

The amounts in the accompanying consolidated statesmf income are analyzed as follows:

2002 2003 2004
Insurance claims recoveries 886 364 -
Miscellaneous 8 - 80
Total 894 364 80

Insurance claim recoveries represent the excessrrttte Company received in connection with clafarsdamages to its vessels compared
to actual costs associated with the repairs.

16. Income Taxes:

Marshall Islands, Cyprus and Liberia do not impagax on international shipping income. Under tiwed of Marshall Islands, Cyprus and
Liberia, the countries of the companies' incorgoraind vessels' registration, the companies djestto registration and tonnage taxes
which have been included in vessels' operatingresggein the accompanying consolidated statemeimsafe.

Pursuant to the Internal Revenue Code of the UiStatks (the "Code"), U.S. source income from ttiternational operations of ships is
generally exempt from U.S. tax if the company opeggathe ships meets both of the following requiesnts, (a) the Company is organized
foreign country that grants an equivalent exceptiooorporations organized in the United States(aheither (i) more than 50% of the value
of the Company's stock is owned, directly or incliye by individuals who are "residents” of the Qmamny's country of organization or of
another foreign country that grants an "equivaéx@mption" to corporations organized in the Uniiates (50% Ownership Test) or (ii) the
Company's stock is "primarily and regularly tradedan established securities market" in its countrgrganization, in another country that
grants an "equivalent exemption" to United Stataparations, or in the United States (Publicly-Tedd est). Under the regulations, a
Company's stock will be considered to be "reguladged” on an established securities market @r{g or more classes of the its stock
representing 50 percent or more of its outstandirayes, by voting power and value, is listed omtlagket and is traded on the market, other
than in minimal quantities, on at least 60 daysrduthe taxable year; and

(i) the aggregate number of shares of stock tratiethg the taxable year is at least 10% of theaye number of shares of the stock
outstanding during the taxable year.

Treasury regulations under the Code were promudgatéinal form in August 2003. These regulatiopply to taxable years beginning after
September 24, 2004. As a result, such regulatichbeveffective for calendar year taxpayers, like Company, beginning with the calendar
year 2005. The Marshall Islands, Cyprus and Libéhia jurisdictions where the Company and its -owning subsidiaries are incorporated,
grant an "equivalent exemption" to United Statepomations. Therefore, the Company is exempt framiddl States federal income taxation
with respect to our U.S.-source shipping incomettier the 50% Ownership Test or the Publicly-Trhdlest is met. The Company believes
that for periods prior to its initial public offerg in July 2004, the 50% Ownership Test is satisfihe Company also believes that for peri
subsequent to its initial public offering, it séits the publicly traded requirements of the sttt the basis that more than 50% of the value
of its stock is primarily and regularly traded tve tNasdaq National Market and, therefore, the Compad its subsidiaries are entitled to
exemption from U.S. federal income tax, in respddheir U.S. source shipping incon



17. Financial Instruments:

The principal financial assets of the Company cirefi cash on hand and at banks and accounts adteigue from charterers. The principal
financial liabilities of the Company consist of gpterm bank loans and accounts payable due toisuppl

(a) Interest rate risk: The Company's interestrated long-term loan repayment terms are descitbidte 8.

(b) Concentration of Credit risk: Financial instremts, which potentially subject the Company to iiggint concentrations of credit risk,
consist principally of cash and trade accountsivabée. The Company places its temporary cash tnwvests, consisting mostly of deposits,
with high credit qualified financial institution¥he Company performs periodic evaluations of thatiree credit standing of those financial
institutions with which it places its temporary kbasvestments. The Company limits its credit riskwvaccounts receivable by performing
ongoing credit evaluations of its customers' finahcondition and generally does not require celal for its accounts receivable.

(c) Fair value: The carrying values of cash andh@xgiivalents, accounts receivable and accoungbp@pre reasonable estimates of their
value due to the short-term nature of these firarigstruments. The fair value of the long-termlbloan discussed in Note 8 bearing interest
at variable interest rates approximates the recbvd@ue. The carrying value of the liability foretinterest rate swap agreement approximates
its fair value as the fair value estimates the amhthie Company would have paid had the interestsaap agreement been terminated on the
balance sheet date.

18. Subsequent Events:

(a) New Credit Facilities: In February and Marct®20the Company concluded three bank loans beariaest at LIBOR plus a margin as
follows: (i) in February 2005, a bank loan to paliti finance the acquisition cost of vessels Pessg] Noiseless and Faultless (Note 1) and to
refinance the loan discussed in Note 8(a). The is&or the amount of $280,794 divided into twaches of $197,000 and $83,794,
respectively. The $197,000 tranche is payable irdiéal consecutive semi-annual instalments of $0e@ch, from March 31, 2005 to
September 2012, plus a balloon payment of $37,8f@lkde together with the last instalment. The $88{ranche is subject to a fee of 1%
payable on draw down and the tranche is payahlld warying semi-annual instalments starting July2RD5, plus a balloon payment of
$17,041 payable together with the last instalm@htin March 2005, a bank loan to partially finanthe acquisition cost of vessels Stainless
and Stopless (Note 1). The loan is for the amofii66,500 divided into two tranches and is payab@8 varying quarterly instalments
starting July 29, 2005, plus a balloon paymentidf,$70 payable together with the last instalmehe [ban is subject to a fee of 1% payable
on draw down. On March 30, 2005 Parnis and Vitsinddown $56,500 of the bank loan; and (iii) in Mag9005, a bank loan to partially
finance the acquisition cost of the vessels TopBasintless, Soundless and Taintless, discussgjl lbelow. The loan, which is for the
amount of $144,000 and will be provided as TranCha# the loan discussed under (i) above, is sulbjefge of 0.75% payable on draw down
and is payable in 17 equal consecutive semi-aninstlments of $6,300 each, starting November 8052plus a balloon payment of
$36,900 payable together with the last instalni€hé total loan discussed under (i) and (iii) abisv$424,794.

(b) Vessel's Delivery: On February 3, 2005, Kisatgask delivery of the 154,970 DWT (built in 1991anker vessel "Priceless" for $49,450.
On February 2, 2005, Kisavos drew down $27,931@ston of the bank loan discussed in (a)(i) abamnd the then outstanding balance of
the vessel's purchase price of $44,505 ($49,450thes10% advance payment made in November 20(lpaid to the seller.

(c) Newly Established Wholly Owned Subsidiaries &ftegsels Acquisitions: In February and March 20@5GCompany established Agion
Oros Shipping Company Limited ("Agion Oros"), Lef®hipping Company Limited ("Lefka"), Agrafa Shipgi€ompany Limited ("Agrafa")
and Giona Shipping Company Limited ("Giona"), altérporated in the Marshall Islands. In late Fetyraad early March 2005, Agion Oros,
Lefka, Agrafa and Giona entered into memorandayod@ment to acquire the vessels Topless, Daun8essdless and Taintless,
respectively, at a total cost of $163,500. Vess$alatless and Dauntless were delivered to the Campa March 21 and March 24, 2005,
respectively. Vessels Soundless and Topless aextgto be delivered on or about April 18 and A3 2005, respectively. On March 21
and March 24, 2005 Giona and Lefka collectivelyddown $73,100 of the bank loan discussed in (agfiove and the vessels' purchase
price of $83,000 was paid to the seller.

(d) Dividends: On March 16, 2005, the Company dedlalividends of $0.21 per share to be paid in A005.

(e) London Office: On February 2, 2005, TOP TANKERK) LIMITED, a newly established subsidiary to éegaged in chartering
activities involving the Company's vessels, enténéala rent agreement for office space in Londidre agreement is for duration of one year
ending December 31, 2005.

(f) Sale of Vessel: Based on the Memorandum of Agrent dated March 16, 2005, the Company agreegllteessel Yapi for a considerati
of $8,550. On March 29, 2005 the vessel entereddriareboat charter with the buyers until JulyZBD5 (the vessel's delivery date), at a
daily bareboat hire of $6. According to the termh¢he bareboat charter the Company collected iraade an amount of $1,000 from the
buyers as a security of their obligation to purehti® vessel.

(9) Interest Rate Swaps: In connection with thesodiscussed under (a)(i) and (a)(iii) above, tbenany entered into the following interest
rate swap agreements with declining notional badaric order to hedge its variable interest rat@msupe, with effective date March 31, 2005;
(i) for an initial notional amount of $93,500 arut & period of five years, with a fixed intereseraf 4.72% plus the applicable bank margin;
(ii) for an initial notional amount of $27,931 afat a period of four years, with a fixed interester of 4.5775% plus the applicable bi
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margin; and (iii) for an initial notional amount $86,550 and for a period of four years, with a&ébinterest rate of 4.66% plus the applicable
bank margin. TOP TANKERS INC. NOTES TO CONSOLIDATHINANCIAL STATEMENTS DECEMBER 31, 2003 AND 2004
(Expressed in thousands of United States Dollasscept share and per share data, unless othetatse)s

(h) Vessels' Delivery (Unaudited): On April 1, 20@&rnis and Vitsi took delivery of the vesselsi8éss and Stopless. On March 30, 2005
Parnis and Vitsi drew down $56,500 of the bank Id&scussed in (a)(ii) above and the then outstandalance of the vessels' purchase price
of $92,677 ($102,975 less the 10% advance paymadernm November 2004) was paid to the sellers orcMal, 2005. On April 11, 2005,
Parnasos took delivery of the vessel FaultlessA@il 8, 2005, Parnasos drew down $27,931 of the B84 tranche of the bank loan
discussed in (a)(i) and the then outstanding balafithe vessel's purchase price of $46,485 ( $8lgss the 10% advance payment made in
November 2004) was paid to the sel



ITEM 19. EXHIBITS.

Number

Description of Exhibits

Amended and Restated Atrticles of |
By-Laws of the Company (2)

TOP Tankers Inc. 2005 Stock Option
Loan Agreement between the Company

and supplemented September 30, 200

Loan Agreement between the Company
Form of Memorandum of Agreement re
Form of Memorandum of Agreement re
Form of Memorandum of Agreement re
Form of Memorandum of Agreement re
Form of Memorandum of Agreement re
Form of Memorandum of Agreement re
Form of Memorandum of Agreement re
Form of Memorandum of Agreement re
Form of Memorandum of Agreement re
Form of Memorandum of Agreement re
Memorandum of Agreement relating t
Memorandum of Agreement relating t
Memorandum of Agreement relating t
Memorandum of Agreement relating t
Memorandum of Agreement relating t
List of the Company's subsidiaries

Rule 13a-14(a)/15d-14(a) Certifica
Rule 13a-14(a)/15d-14(a) Certifica
Certification of the Company's C

1350, as adopted pursuant to Secti

Certification of the Company's C

1350, as adopted pursuant to Secti

ncorporation of TOP Tankers Inc. (1)

Plan

and the Royal Bank of Scotland plc dated August 10
4 (3)

and DVB Bank dated March 10, 2005.
lating to Timeless (4)

lating to Flawless (5)

lating to Restless (6)

lating to Spotless (7)

lating to Doubtless (8)

lating to Victorious (9)

lating to Relentless (10)

lating to Sovereign (11)

lating to Invincible (12)

lating to Vanguard (13)

o Priceless (14)

o Stopless (15)
o Faultless (16)
o Noiseless (17)
o Stainless (18)

tion of the Company's Chief Executive Officer.
tion of the Company's Chief Financial Officer.

hief Executive Officer pursuantto 18 U.S.C. Se
on 906 of the Sarbanes-Oxley Act of 2002.

hief Financial Officer pursuantto 18 U.S.C. Se
on 906 of the Sarbanes-Oxley Act of 2002.

, 2004

ction

ction

(1) Incorporated by reference from Exhibit 3.1le tompany's Registration Statement on Form Hel €éin October 18, 2004 (File No. 333-

119806)

(2) Incorporated by reference from Exhibit 3.4he Company's Registration Statement on Form Hed &in July 7, 2004 (Filed No. 333-

117213).

(3) Incorporated by reference from Exhibit 10.1e Company's Registration Statement on Form Hetl 6n November 12, 2004 (Filed No.

333-119806).

(4) Incorporated by reference from Exhibit 10.2He Company's Registration Statement on Form Ketl én July 15, 2004 (Filed No

117213).

(5) Incorporated by reference from Exhibit 10.2ite Company's Registration Statement on Form Hetl 6n July 15, 2004 (Filed No

117213).

(6) Incorporated by reference from Exhibit 10.3ite Company's Registration Statement on Form Hetl 6n July 15, 2004 (Filed No

117213).

(7) Incorporated by reference from Exhibit 10.4te Company's Registration Statement on Form Ketl én July 15, 2004 (Filed No

117213).

(8) Incorporated by reference from Exhibit 10.5He Company's Registration Statement on Form Hetl 6n July 15, 2004 (Filed No

117213).

(9) Incorporated by reference from Exhibit 10.8He Company's Registration Statement on Form Hetl 6n July 15, 2004 (Filed No

117213).

. 333-

. 333-

. 333-

. 333-

. 333-

. 333-

(10)Incorporated by reference from Exhibit 10.Zhe Company's Registration Statement on Form Hetl én July 15, 2004 (Filed No. 333-

117213).

(11)Incorporated by reference from Exhibit 10.8Hte Company's Registration Statement on Form et én July 15, 2004 (Filed No. 333-

117213).

(12)Incorporated by reference from Exhibit 10.9He Company's Registration Statement on Form et én July 15, 2004 (Filed No. 333-

117213).



(13)Incorporated by reference from Exhibit 10.1@hte Company's Registration Statement on Formfied, on July 15, 2004 (Filed No. 333-
117213).

(14)Incorporated by reference from Exhibit 10.1He Company's Registration Statement on Forin filed on November 12, 2004 (Filed I
333-119806).

(15)Incorporated by reference from Exhibit 10.2Hte Company's Registration Statement on Forin fled on November 12, 2004 (Filed P
333-119806).

(16)Incorporated by reference from Exhibit 10.3he Company's Registration Statement on Forin filed on November 12, 2004 (Filed I
333-119806).

(17)Incorporated by reference from Exhibit 10.4hte Company's Registration Statement on Forin filed on November 12, 2004 (Filed I
333-119806).

(18)Incorporated by reference from Exhibit 10.5He Company's Registration Statement on Forin fled on November 12, 2004 (Filed P
333-119806).
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EXHIBIT 21

Subsidiaries of the Company

The following is a list of the Company's subsidéaras of December 31, 2004.

23116.0001 #582832

Country of
Name of Significant Subsidiary Incorporati
Top Tanker Management Inc. Marshall Is
Vermio Shipping Company Limited Marshall Is
Rupel Shipping Company Inc. Marshall Is
Gramos Shipping Company Inc. Marshall Is

Olympos Shipping Company Limited Marshall Is
Helidona Shipping Company Limited Marshall Is
Kalidromo Shipping Company Limited Marshall Is
Mytikas Shipping Company Limited Marshall Is
Litochoro Shipping Company Limited  Marshall Is
Kisavos Shipping Company Limited Marshall Is
Parnis Shipping Company Limited Marshall Is
Imitos Shipping Company Limited Marshall Is
Falakro Shipping Company Limited Liberia
Psiloritis Shipping Company Limited Liberia

Pylio Shipping Company Limited Liberia
Idi Shipping Company Limited Liberia
Taygetus Shipping Company Limited Liberia
Vitsi Shipping Company Limited Liberia

Parnasos Shipping Company Limited Liberia
Pageon Shipping Company Limited Cyprus
Vardousia Shipping Company Limited  Cyprus
Parnon Shipping Company Limited Cyprus

Menalo Shipping Company Limited Cyprus

Pintos Shipping Company Limited Cyprus

on

lands
lands
lands
lands
lands
lands
lands
lands
lands
lands
lands
lands

Portion of
Ownership Interest

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



Exhibit 12.1

CERTIFICATION
I, Evangelos Pistiolis, certify that:
1. | have reviewed this Form 20-F of TOP Tankecs;In

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procsdorge designed under our supervision,
to ensure that material information relating to tgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financéarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance reggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentihisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thesegnt's internal control over financial reportthgt occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direci@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefpmaincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrant's internal
control over financial reporting.

Date: June 28, 2005
/sl Evangel os Pistiolis

Chi ef Executive O ficer



Exhibit 12.2

CERTIFICATION
I, Stamatis N. Tsantanis, certify that:
1. | have reviewed this Form 20-F of TOP Tankecs;In

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or dmn#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgtfe@ periods presented in this report;

4. The registrant's other certifying officer(s) drate responsible for establishing and maintaimiisglosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgorecaused such disclosure controls and procsdorge designed under our supervision,
to ensure that material information relating to tgistrant, including its consolidated subsidigrie made known to us by others within those
entities, particularly during the period in whidtig report is being prepared;

(b) Designed such internal control over financéarting, or caused such internal control overrfaial reporting to be designed under our
supervision, to provide reasonable assurance reggitae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generally@edeaccounting principles;

(c) Evaluated the effectiveness of the registrati$slosure controls and procedures and presentihisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation; and

(d) Disclosed in this report any change in thesegnt's internal control over financial reportthgt occurred during the registrant's most
recent fiscal quarter (the registrant's fourthdisguarter in the case of an annual report) thathaterially affected, or is reasonably likely to
materially affect, the registrant's internal cohtreer financial reporting; and

5. The registrant's other certifying officer(s) drithve disclosed, based on our most recent evatuat internal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direci@spersons performing the equivalent
functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and rtefpmaincial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a s@mifiole in the registrant's internal
control over financial reporting.

Date: June 28, 2005
/s/ Stamatis N. Tsantanis

Chi ef Financial Oficer



Exhibit 13.1

CHIEF EXECUTIVE OFFICER CERTIFICATION
PURSUANT TO 18 U.S.C. SECTION 1350

In connection with this Annual Report of TOP Tarkébrc. (the "Company") on Form Zbfor the year ended December 31, 2003 as filed
the Securities and Exchange Commission (the "SBEQr about the date hereof (the "Report™), |, Ej@os Pistiolis, Chief Executive
Officer of the Company, certify, pursuant to 18 WL SSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002,
that:

(1) The Report fully complies with the requiremeatsSection 13(a) or 15(d) of the Securities ExajeAct of 1934; and

(2) The information contained in the Report faphlgsents, in all material respects, the finanaaldition and results of operations of the
Company.

A signed original of this written statement hasrbpeovided to the Company and will be retainedi®sy €ompany and furnished to the SE(
its staff upon request.

Date: June 28, 2005

/sl Evangelos Pistiolis

Chi ef Executive Oficer



