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PART |

Iltem 1. Busi ness

A. Cener al

Carni val Corporation was incorporated under the laws of the Republic of Pananma in
Novenber 1974 and along with its consolidated subsidiaries is referred to collectively in
this Annual Report on Form 10-K as "we," "our" and "us". W are a global vacation and
| ei sure travel provider, which offers a broad range of cruise products serving the
contenporary cruise sector through Carnival Cruise Lines ("Carnival") and Costa Cruises
("Costa"), the prem um sector through Holland Anerica Line ("Holland Anerica"), the
prem un | uxury sector through Cunard Line ("Cunard") and the luxury sector through Seabourn
Crui se Line ("Seabourn") and Wndstar Cruises ("Wndstar") (collectively the "Cruise
Operations").

Addi tional summary information about our cruise brands is as follows:

PRI MARY
LOCATI ON
CRUI SE NUMBER PASSENGER OF
BRAND OF SHI PS CAPACI TY(1) CUSTOVERS
Car ni val 16 33, 250 North Anmerica
Hol | and Anerica 10 12,612 North Anmerica
Costa (2) 8 10, 770 Eur ope
Cunard 2 2,458 North Ameri cal/ Eur ope
Seabourn 3 624 North Anmerica
W ndst ar 4 752 North America
43 60, 466

(1) In accordance with cruise industry practice, all passenger capacities indicated
within this Annual Report on Form 10-K are cal cul ated based on two passengers per
cabin even though sone cabins can accommbdate three or four passengers.

(2) From June 1997 through Septenber 28, 2000, we owned 50% of Costa. On Septenber 29
2000, we acquired the remaining 50% interest in Costa. See Note 2, "Basis of
Presentation,” and Note 17, "Costa Acquisition," to our Consolidated Financi al
Statenents in Exhibit 13 to this Annual Report on Form 10-K

We currently have signed agreenents with three shipyards providing for the
construction of 14 additional cruise ships during the next four years. This will increase
our passenger capacity by 32,704, or 54% assum ng none of our existing ships is sold or
retired fromservice. However, it is nore likely that sone of our ol der ships may be
retired or sold during the next four years, thus reducing the increase to our fleet over
this period. See Note 7, "Conmitnents," to our Consolidated Financial Statenents in
Exhibit 13 to this Annual Report on Form 10-K for additional infornmation regarding our ship
comm t nent s

In addition to our Cruise Operations, we operate a tour business under the brand nane
Hol | and Anerica Tours ("Tours"), which is a |eading cruise/tour operator in the state of
Al aska and the Canadi an Yukon. Tours currently operates 12 hotels in Al aska and the
Canadi an Yukon, two |luxury dayboats offering tours to the glaciers of Alaska and the Yukon
Ri ver and over 300 notor coaches used for sightseeing and charters in the states of
Washi ngton and Al aska and in British Colunbia, Canada and the Canadi an Yukon. In addition
Tours operates 13 private, doned rail cars which are run on the Al aska Railroad between
Anchorage and Fairbanks. Finally, Tours also markets sightseeing packages both separately



and as part of our cruise/tour packages to our Al aska bound passengers and to the public.

Recent Devel opnent

Subsequent to Novenmber 30, 2001, we announced that we had made a pre-conditional offer
to acquire P& Princess Cruises plc ("P& '), the world's third | argest cruise conpany. The
val ue of our offer as of February 15, 2002 was approxinmately $5.4 billion to be paid in
shares of our common stock. |In addition, we will assune P& s net debt, which was
approximtely $1.4 billion at Decenber 31, 2001. It is our intention, upon closing of the
transaction, to pay approxinmately $2.4 billion of the purchase price in cash, subject to
our obtaining satisfactory financing, which will reduce the portion of our offer that will
be paid in shares of our commobn stock. As of the date we nmade our pre-conditional offer
P&0O and Royal Caribbean Cruises Ltd. ("RCL") were parties to a series of agreenents that
woul d result in a conbination of P& and RCL in a dual listed structure. P&O has rejected
our pre-conditional offer and has recommended the conbination with RCL to its sharehol ders.
However, P&O sharehol ders did not follow their Board of Directors' recomrendati on and voted
to adjourn their scheduled neeting to vote on the RCL nerger. Both the conbination with
RCL and our offer are subject to certain conditions, including regulatory clearances. W
are currently providing information to both the U S. and the European Union regul ators.

The regul atory review process is expected to take until the md-summer of 2002. No
assurance can be given that we will be successful in acquiring P&O.

B. Ri sk Factors

You should carefully consider the followi ng specific risk factors as well as the other
i nformation contained or incorporated by reference in this Annual Report on Form 10-K as
these are inportant factors, anpbng others, that could cause our actual results to differ
fromour expected or historical results. It is not possible to predict or identify al
such factors. Consequently, you should not consider any such list to be a conplete
statenment of all our potential risks or uncertainties. Sone statenents in this section and
el sewhere in this Annual Report on Form 10-K are "forward-|ooking statenents". For a
di scussi on of those statements and of other factors to consider see the "Special Note
Regar di ng Forwar d- Looki ng Statenents" bel ow.

Ri sks Rel ated To Qur Busi ness

(1) Demand for cruises and other vacation options can be and has been affected by many
factors that are outside our control, and our net incone and revenues depend in
| arge part on consumer denmand for our cruises.

Denmand for crui ses and other vacation options nay be affected by a nunber of factors.
For exanpl e, our sales are dependent on the underlying econonic strength of the countries
in which we operate. Adverse econom ¢ conditions can reduce the |evel of consuners'
di sposabl e incone that is available for their vacation choices. |In addition, arned
conflicts or political instability in areas where our ships cruise can adversely affect
demand for our cruises to those areas. Also, acts of terrorismcan have an adverse effect
on the public's attitude toward the safety and security of travel and the availability of
air service and other forms of transportation, which are used to get sonme of our guests to
and fromour ships. As an exanple, the Septenber 11, 2001 terrorist attacks and their
aftermath negatively inpacted our revenues, operating results and cash flows and which had
simlar effects throughout the vacation industry. Furthernmore, consuner confidence can be
weakened by all of the above conditions, which can adversely affect our custoners desire to
take a vacati on.

Finally, adverse incidents involving cruise ships and adverse nedia publicity
concerning the cruise industry in general can both inpact demand. The operation of cruise
ships involves the risk of accidents and other incidents, which nay bring into question
passenger safety and security and adversely affect future industry performance. While we



make passenger safety and security a high priority in the design and operation of our

shi ps, accidents and other incidents involving cruise ships could adversely affect our
future sales and profitability. 1In addition, adverse nedia publicity concerning the cruise
i ndustry in general could inpact custoner demand and, therefore, have an adverse inpact on
our net incone. Any reduction in demand nay have a negative inpact on our net revenue

yi el ds (net revenue per available berth day), which would al so have a negative inpact on
our net incone.

(2) Overcapacity within the cruise and conpeting | and-based vacation industry coul d
have a negative inpact on our net revenue yields, increase our operating costs and
could also result in ship asset inpairnments

Crui sing capacity has grown in recent years, and we expect it to continue to increase
over the next four years as a nunber of cruise conpanies, including us, are expected to
i ntroduce new ships into service. |In order to utilize this new capacity, the cruise
i ndustry nust increase its share of the overall vacation nmarket. The overall vacation
mar ket is also facing increases in |and-based vacation capacity, including new properties
in Las Vegas, Nevada, Ol ando, Florida and other popul ar destination resorts, which also
will inpact our ability to increase our market share as the overall vacation narket
i ncreases conpeting capacity. Any future inbal ances between supply and denand coul d have a
negative inpact on our net revenue yields, which would al so have a negative inmpact on our
net incone and could also result in ship asset inpairnents.

In addition, increasing cruise capacity could inmpact our ability to retain and attract
qualified crew at conpetitive costs and, therefore, increase our shipboard enpl oyee costs.

(3)Environnental, health, safety and security |legislation and regul ation could
i ncrease our operating costs.

Sone environmental groups have | obbied for nore stringent regul ation of cruise ships.
Sonme groups al so have generated negative publicity about the cruise industry and its
environnmental inpact. As a result of these and other actions, governnental and regulatory
authorities around the world may enact new environnmental, health, safety and security
| egislation and regulations. In addition, the International Maritime Organization is
presently considering requiring that vessel operators adopt enhanced security procedures
and approved ship security plans. Stricter environnental, health, safety and security
| egi slation and regul ations could increase the cost of conpliance and adversely affect the

cruise industry. In addition, we cannot be assured that our costs of conplying with
current and future laws and regulations, or liabilities arising from past or future
rel eases of, or exposure to, hazardous substances, or to ship discharges, will not have a

mat eri al adverse affect on our financial results.

(4)We face significant conpetition fromboth cruise lines and other vacation
operators, which nmay adversely inpact our net revenue yields.

We operate in the global vacation market. We conpete for consuner disposable |eisure-
time dollars with both other cruise lines and a wide array of other vacation operators,
i ncl udi ng nunerous | and-based destinations and package holiday, tour and tineshare vacation
operators, |ocated throughout the world. Many of these operators attenpt to obtain a
conpetitive advantage by lowering prices and/or by inproving their products, such as by
offering different vacation experiences and locations. In the event that we do not conpete
effectively with other cruise conpani es and ot her vacation operators our net revenue yields
coul d be adversely affected.

In addition, since Septenber 11, 2001, other cruise brands, including sone of our own,
have announced the novenent of sone of their ships from European to North Anerican ports.
The redepl oynent of such vessels may result in increased conpetition, including pricing



pronotions to stinulate demand, anpbng the cruise lines with respect to cruises to the
Bahamas, the Caribbean, the Mexican Riviera and to Al aska. In addition, other vacation
industry firnms reduced prices to attract consuners foll ow ng Septenber 11.

(5)Qur operating and financing costs are subject to many economic and politica
factors that are beyond our control, which may result in increases in our
operating and financi ng costs.

Sonme of our operating costs, including fuel, insurance and security costs, are subject
to increases because of economic or political instability. Since Septenber 11, 2001, our
i nsurance costs have increased, and we have al so incurred additional expenses due to
hei ght ened security for our operations. Additional political instability or terrorist
incidents could result in further increases to our operating costs and could also result in
us not being able to obtain adequate insurance coverage due to the | ack of viable insurance
and reinsurance markets, particularly for war risk insurance. Although the cost of fue
has decreased fromthe higher price levels incurred in late 1999 and 2000, fuel prices
could be seriously affected in the future by nmarket forces beyond our control.

In addition, interest rates and our ability to secure debt or equity financing, if
necessary, are dependent on nmany econonic and political factors, which can be significantly
affected by current events. Furthernore, actions by U S. and foreign taxing jurisdictions
coul d cause an increase in our costs. For exanple, the governor of the State of Al aska
recently proposed increases in the taxation of cruise lines visiting Al aska.

I ncreases in operating and financing costs could adversely affect our operating
results because we may not be able to increase the prices of our cruise vacations to
recover these increased costs.

(6) Conducting business internationally may result in increased costs.

We operate our business internationally, and we plan to continue to devel op our
international presence, especially in Europe. Operating internationally exposes us to a
nunber of risks. Exanples include currency fluctuations, interest rate novenents,
increases in duties, taxes and governnmental royalties, inposition of trade barriers and
restrictions on the repatriation of earnings, political uncertainty, and changes in | aws
and policies affecting cruising, vacation or naritime busi nesses or the governing of
forei gn-based conpani es' operations. |If we are unable to address these risks adequately,
our financial results could be adversely affected.

(7)Del ays or faults in ship construction or our inability to continue our shipbuilding
program coul d reduce our profitability.

Crui se ships are large and conplicated vessels, and building theminvolves risks
simlar to those encountered in other sophisticated construction projects, including delays
in delivery and faulty construction. Delays or faults in ship construction may result in
del ays or cancell ations of schedul ed crui ses, necessitate unschedul ed repairs and
drydocki ng of the ship and increase our shipbuilding costs and/or expenses. Industrial
action, insolvency of shipyards or other events could also delay or indefinitely postpone
the delivery of new ships. These events, in turn, could, to the extent they are not
covered by contractual provisions or insurance, adversely affect our financial results.

In addition, we have entered into forward foreign currency contracts to fix the cost
in U S.dollars of ten of our foreign currency denoni nated shipbuilding contracts. [|f any
of the shipyards with which we have contracted are unable to perform we would still be
required to performunder our foreign currency forward contracts related to that shipyard's
shi pbuil ding contracts. This mght require us to realize a |loss on an existing contract
wi thout having the ability to have an offsetting gain on our foreign currency denom nated
shi pbuil ding contract, thus resulting in an adverse affect on our financial results.



Finally, we believe that we are able to nore effectively conpete with our newer ships
due to a nunmber of factors, including the increased nunmber of outside cabins and cabins
wi th bal conies and additional anenities. In order to continue to conpete effectively we may
have to continue to enter into new shipbuilding contracts, which will require significant
capital expenditures. If we were to discontinue or decel erate our new shi pbuil ding program
our cash flow and net inconme could be adversely affected.

(8)The inability of qualified shipyards to build our ships could reduce our future
profitability.

We believe that there are a limted nunber of shipyards in the world capable of the
quality construction of |arge passenger cruise ships. W currently have contracts with
three of these shipyards for the construction of 14 ships to enter service over the next
four years. Oher cruise operators also have contracts to construct new cruise ships. |If
we elect to build additional ships in the future, which we expect to do, these shipyards
may not have the avail able capacity to build additional new ships for us at the tines
desired by us, and the shipyards may not agree to build additional ships at a cost
acceptable to us. Additionally, ships under contract for construction nmay not be delivered.
These events, in turn could adversely affect our financial results.

(9) Future business acquisitions could reduce our net incone, earnings per share and
cash fl ows.

We often evaluate acquisitions of other leisure and travel providers in a disciplined
manner to deternine if there is an opportunity to inprove our potential for |ong-term
internal growth and our net incone, such as our current offer to acquire P& Any
acqui sition includes nunerous risks, including, anong others, those related to integrating
the operations of the acquired entity and achi eving the cost reduction synergies that were
anticipated to be derived fromthe conbined entity. |In addition, we may finance our
acqui sitions by issuing debt and/or equity securities and, accordingly, additional interest
expense related to this acquisition debt and/or additional shares of our compn stock
i ssued in connection with any acquisitions could have a negative effect on our net incone
and earni ngs per share.

(10) The lack of attractive port destinations for our cruise ships could reduce our net
revenue yields and net incone.

We believe that attractive port destinations are nmjor reasons why our custoners
choose a cruise versus an alternative vacation option. The availability of ports,
including the specific port facility at which our guests will enbark and disenbark, is
affected by a nunber of factors, including, but not limted to, existing capacity
constraints, security concerns, adverse weather conditions and natural disasters, financial
limtations on port devel opnent, |ocal governnental regulations and |ocal conmunity
concerns about both port devel opnment and other adverse inpacts on their communities from
additional tourists. The inability to continue to maintain and increase our ports of cal
coul d adversely affect our net revenue yields and net incone.

(11)We nay not be able to obtain financing at all or on terns that neet our
expectati ons, which could adversely affect our financial results.

A key to our access to financing is the maintenance of our strong long-termcredit
ratings. The proposed acquisition of P& if consunmated, may result in a ratings
downgr ade and, thereby, increase our cost-of-borrow ng.

We believe that our current liquidity, together with our forecasted cash flow from
operations, will be sufficient to fund nost or all of our capital projects, debt service
requi renents, dividend paynents, working capital and other firm comm tnents, excluding any



cash portion of our offer to acquire P&  Qur forecasted cash flow from operations, as
well as our credit ratings, nmay be adversely affected by various factors, including, but

not limted to, declines in custonmer demand, increased conpetition, the deterioration in
general econoni c and business conditions, terrorist attacks, ship incidents, adverse nedia
publicity and changes in fuel prices, as well as other factors noted under these "Risk
Factors" and the "Special Note Regardi ng Forward-Looki ng Statenments" section below. To the
extent that we are required, or choose, to fund future cash requirenents, including our
future shipbuilding commtnents, from sources other than as di scussed above, we will have
to secure such financing from banks or through the offering of debt and/or equity
securities in the public or private markets. Specifically, if our P& acquisition is
consunmat ed, we intend to finance any cash portion of the purchase price up to
approximately $2.4 billion through the issuance of long-termdebt or equity securities or a
conmbi nati on of debt and equity. W also may need to refinance a portion of P& s existing
debt. Qur future operating cash flow may not be sufficient to fund future obligations, and
we nmay not be able to obtain additional financing, including financing for any cash portion
of our proposed acquisition of P& and refinancing of existing P& debt, if necessary, at a
cost that neets our expectations. Accordingly, our financial results could be adversely

af fected

Ri sks Related To Qur Corporate Structure and Commobn St ock

(1) A change of our tax status under the U S. Internal Revenue Code of 1986, as anended
(the "Code"), could have an adverse effect on our net income and sharehol ders.

We are a foreign corporation engaged in a trade or business in the U S., and our ship-
owni ng subsidiaries are foreign corporations that, in many cases, depending upon the
itineraries of their ships, receive income fromsources within the U S. To the best of our
knowl edge, we believe that, under Section 883 of the Code and applicable incone tax
treaties, incone and the incone of our ship-owning subsidiaries, in each case derived from
or incidental to the international operation of a ship or ships, is currently exenpt from
U.S. federal incone tax. W believe that substantially all of our incone, and the incone
of our ship-owning subsidiaries, with the exception of the U S. source inconme fromthe
transportation, hotel and tour business of Tours, is derived fromor incidental to the
international operation of a ship or ships within the neaning of Section 883 and applicable
income tax treaties.

We believe that we and many of our ship-owning subsidiaries currently qualify for the
Section 883 exenption since each is incorporated in a qualifying jurisdiction and our
common stock is primarily and regularly traded on an established securities market in the
U.S. To date, however, no final U S. Treasury regulations or other definitive
interpretations of the relevant portions of Section 883 have been promul gated, although
regul ati ons have been proposed. See the risk factor imediately bel ow for a discussion of
the proposed regul ati ons under Section 883. Those regulations or official interpretations
could differ materially fromour interpretation of this Code provision and, even in the
absence of differing regulations or official interpretations, the Internal Revenue Service
m ght successfully challenge our interpretation. In addition, the provisions of Section 883
are subject to change at any tinme by |egislation. Mreover, changes could occur in the
future with respect to the identity, residence, or holdings of our direct or indirect
shar ehol ders that could affect us and our subsidiaries' eligibility for the Section 883
exenption. Accordingly, it is possible that we and our subsidiaries will not be exenpt from
U.S. federal incone tax on U.S.-source shipping incone. |f we and our ship-owning
subsidiaries were not entitled to the benefit of Section 883, we would be subject to U S
federal incone taxation on a portion of our incone, which would reduce our net incone.

We believe that the income of sone of our ship-owning subsidiaries currently qualifies
for exenption fromU. S. federal and certain foreign countries' incone tax under bilatera
incone tax treaties. These treaties may be cancelled by either country or replaced with a



new agreenent that treats shipping income differently than under the agreenent currently in
force. |If these subsidiaries do not qualify for benefits under the existing treaties or
the existing treaties are cancelled or materially nodified in a manner adverse to our
interests and, with respect to U. S. federal income tax only, the subsidiaries do not
qualify for Section 883 exenption; the ship-owning subsidiaries would be subject to U S
federal and/or foreign inconme taxation on a portion of their income, which would reduce our
net incone.

(2)Failure to conply with the proposed Treasury regulations could have a negative
i npact on our net incone and stock price. Also, in order to conply with proposed
Treasury regul ations, our shareholders' ability to acquire or transfer our conmpbn
stock and convertible notes is restricted.

On February 8, 2000, the U S. Treasury Departnent issued proposed Treasury regul ations
to Section 883 of the Code relating to inconme derived by foreign corporations fromthe
i nternational operation of ships and aircraft which would apply to us. The proposed
regul ations provide, in general, that a corporation organized in a qualified foreign
country and engaged in the international operation of ships or aircraft shall exclude
qualified income fromgross inconme for purposes of U S. federal incone taxation provided
that the corporation can satisfy certain ownership requirenents, including, anong other
things, that its stock is publicly traded. To be considered publicly traded, a
corporation's shares nust be "primarily and regularly traded on an established securities
mar ket". Under the proposed Section 883 regulations stock will be considered "primarily
traded" on an established securities narket if the nunber of shares that are traded during
a taxabl e year on that nmarket exceeds that nunber of shares traded during that year on any
ot her established securities market. Stock will be considered "regularly traded" on an
established securities market under the proposed Section 883 regulations if (i) stock
representing 80%or nore of the issuer's outstanding shares, by voting power and value, is
listed on the market and is traded on the market, other than in de nmninms quantities, on
at | east 60 days during the taxable year and (ii) the aggregate nunber of shares of the
stock traded during the taxable year is at |east 10% of the average nunber of shares of the
stock outstanding during the year. Even if a conpany can satisfy the above tests it wll
not be considered publicly traded in any taxable year in which 50% or nore of the val ue of
the outstanding shares of the stock are owned actually or constructively at any time during
the taxabl e year by persons who each own 5% or nore of the value of the outstanding shares
of stock. We believe that we currently qualify as a publicly traded corporation under the
proposed regul ati ons and substantially all of our incone, with the exception of the U S
source income fromthe transportation, hotel and tour business of Tours, would continue to
be exenpt fromU.S. federal incone taxes. However, because various nenbers of the Arison
famly and certain trusts established for their benefit currently own approxi mately 47% of
our comon stock, there is the potential that another sharehol der could acquire 5% or nore
of our commopn stock, which could jeopardize our qualification as a publicly traded

corporation. If, in the future, we were to fail to qualify as a publicly traded
corporation, we would be subject to U S. federal inconme tax on our income associated with
our cruise operations in the U S. In such event, our net incone and stock price would be

negatively i npacted.

As a precautionary matter, we anended our second anended and restated articles of
i ncorporation to ensure that we will continue to qualify as a publicly traded corporation
under the proposed regul ations. This amendnent provides that no one person or group of
rel ated persons, other than certain nenbers of the Arison family and certain trusts
established for their benefit, may own or be deemed to own by virtue of the attribution
provi sions of the Code nore than 4.9% of our commopn stock, whether neasured by vote, val ue
or nunber of shares. Any shares of our commobn stock acquired in violation of this

provision will be transferred to a trust and, at the direction of our board of directors,
sold to a person whose sharehol ding does not violate that provision. No profit for the
purported transferee may be realized fromany such sale. |In addition, under specified

circunstances, the trust may transfer the common stock at a loss to the purported



transferee. Because certain of our notes are convertible into common stock, the transfer
of these notes are subject to simlar restrictions. These transfer restrictions may al so
have the effect of delaying or preventing a change in our control or other transactions in
whi ch the sharehol ders m ght receive a premumfor their shares of our conmpbn stock over
the then prevailing market price or which the shareholders mght believe to be otherwise in
their best interest.

(3)A group of principal shareholders effectively controls us and has the power to
cause or prevent a change of control

A group of sharehol ders, conprising certain nmenbers of the Arison famly, including
M cky Arison, our chairnman and chief executive officer, and trusts established for their
benefit, beneficially own a total of approximately 47% of our outstandi ng conmon stock. As
a result, this group of sharehol ders has the power to substantially influence the election
of directors and our affairs and policies, without the consent of our other sharehol ders.
In addition, this group has the power to prevent or cause a change in control

(4)We are not a U. S. corporation, and our sharehol ders nay be subject to the
uncertainties of a foreign legal systemin protecting their interests.

Qur corporate affairs are governed by our second anended and restated articles of
i ncorporation and by-laws and by the corporate | aws of the Republic of Panama. Thus, our
publ i c sharehol ders may have nore difficulty in protecting their interests in the face of
actions by the nmanagenent, directors or controlling sharehol ders than woul d sharehol ders of
a corporation incorporated in a U S. or other jurisdiction

(5) The hol ders of our common stock may experience dilution in the value of their
equity interest as a result of the issuance and sale of additional shares of our
common st ock.

A substantial amunt of shares of our common stock were issued by us in private
transactions not involving a public offering and are therefore treated as "restricted
securities" for purposes of Rule 144 under the Securities Act or are held by our affiliates
and, therefore, treated as "restricted securities" or "control securities". Sone of the
menbers of the Arison famly and related entities beneficially own approxinmately 47% of our
out standi ng common stock. No predictions can be nade as to the effect, if any, that the
i ssuance and availability for future market sal es of our conmpbn stock will have on the
mar ket price of our common stock prevailing fromtine to tine. Sales of substantial
anounts of our common stock (including shares issued upon the exercise of stock options),
or the perception that such sales could occur, could materially inpair our future ability
to raise capital through an offering of equity securities.

Speci al Note Regardi ng Forward-Looki ng Statenents

Certain statenents in this Annual Report on Form 10-K constitute "forward-I| ooking
statenments” within the nmeaning of the Private Securities Litigation Reform Act of 1995. W
have tried, wherever possible, to identify such statenents by using words such as
"anticipate," "assune," "believe," "expect," "forecast," "future," "intend," and words and
terns of similar substance in connection with any discussion of future operating or
financial performance. These forward-|ooking statenents, including those which may inpact
the forecasting of our net revenue yields, booking levels, pricing, occupancy or business
prospects, involve known and unknown risks, uncertainties and other factors, which may
cause our actual results, performances or achievenents to be materially different from any
future results, performances or achievenents expressed or inplied by such forward-I| ooking
statenments. Such factors include, anong others, the follow ng:

- general econonmi ¢ and business conditions which may inpact |evels of disposable



i ncone of consuners and the net revenue yields for our cruise products;

- consuner demand for cruises and ot her vacation options;

- other vacation industry conpetition;

- effects on consuner denand of armed conflicts, political instability, terrorism the
availability of air service and adverse nedia publicity;

- increases in cruise industry and vacation industry capacity;

- continued availability of attractive port destinations;

- changes in tax laws and regul ati ons;

- changes in financial and equity markets;

- our ability to inplenent our brand strategy;

- our ability to inplenent our shipbuilding programand to continue to expand our
busi ness outside the North Anerican narket;

- our ability to attract and retain shipboard crew,

- changes in foreign currency rates, security expenses, food, fuel
i nsurance and comodity prices and interest rates;

- delivery of new ships on schedule and at the contracted prices;

- weat her patterns or natural disasters;

- unschedul ed ship repairs and drydocki ng;

- incidents involving cruise ships;

- inpact of pending or threatened litigation

- ability to successfully inplenent cost inprovenent plans;

- continuing financial viability of our travel agent distribution system and

- changes in laws and regul ati ons applicable to us.

We caution the reader that these risks may not be exhaustive. W operate in a
continually changi ng business environnent, and new risks energe fromtinme to tine.
We cannot predict such risks nor can we assess the inpact, if any, of such risks on
our business or the extent to which any risk, or conbination of risks nay cause
actual results to differ fromthose projected in any forward-1|ooking statenent.
Accordi ngly, forward-|ooking statenments should not be relied upon as a prediction of
actual results. W undertake no obligation to publicly update or revise any
forward-| ooking statenents, whether as a result of new infornmation, future events or
ot herwi se.

C. Crui se Segnent

The nultiple-night cruise industry is a small part of the overall global vacation
market. We estimate that the global cruise industry carried approximately ten mllion
passengers in 2001. The principal cruise sectors in the world, categorized by source of
passengers, are North America, Europe, Asial/Pacific and South Anerica. W source our
passengers principally from North America, the largest cruise sector in the world and, to a
| esser extent, from Europe. A snmll percentage of our passengers are sourced from South
Anmerica and Asial/Pacific. See Note 12, "Segnent Information," to our Consolidated
Financial Statenents in Exhibit 13 to this Annual Report on Form 10-K for additiona
information regarding our U S. and foreign assets and revenues.

North American Cruise |Industry

The passenger cruise industry as it exists today began in approximtely 1970. Over
time, the industry has evolved froma trans-ocean carrier service into a conpetitive
vacation alternative to | and-based resorts and hotels and sightseei ng destinations.
According to Cruise Lines International Association ("CLIA"), a |leading industry trade
group, in 1970 approxi nately 500,000 North Anerican sourced passengers took cruises of two
consecutive nights or nore. CLIA estimates that this nunber reached approxi mately seven
mllion passengers in 2001, an average conmpound annual growth rate of 8.9% since 1970.
These strong growh rates were driven by new denmand, as approximately 40% of North Anmerican
sour ced passengers in 2001 were new cruisers. Also, according to CLIA by the end of 2001,



the nunber of ships in North Anerican service totaled 146 with an aggregate passenger
capacity of approximtely 176, 000.

CLI A projections indicate that by the end of 2002, 2003, 2004 and 2005, North Anerica
will be served by 153, 166, 173 and 175 ships, respectively, having an aggregate passenger
capacity of approximately 196,000, 224,000, 240,000 and 244, 000, respectively. CLIA s
estimates of new ship introductions are based on schedul ed ship deliveries and coul d
change. The lead-tine for design, construction and delivery of a typical |arge cruise ship
is approximately two to three years. Additionally, CLIA s estimtes of capacity do not
i ncl ude assunptions related to unannounced ship withdrawals due to factors such as age or
changes in itineraries and, accordingly, could indicate a higher percentage growth in
capacity than will actually occur. Nonetheless, we believe net capacity serving North
Aneri can sourced crui se passengers will increase over the next several years.

CLIA's estinate of North Anerican sourced crui se passengers, which is only prelimnary
for 2001, and North Anerican passenger capacity is as follows:

NORTH AMERI CAN NORTH AMERI CAN
CALENDAR CRUI SE PASSENGER

YEAR PASSENGERS( 1) CAPACI TY( 2)
2001 6, 954, 000 176, 000
2000 6, 883, 000 166, 000
1999 5, 890, 000 149, 000
1998 5,432, 000 138, 000
1997 5,051, 000 118, 000

(1) Source: CLIA estimtes based on passengers carried for at |east two consecutive nights
for the cal endar year.
(2)Information presented is as of the end of the cal endar year.

In spite of the cruise industry's growh since 1970, we believe cruises only represent
approximately 2% of the relevant North Anerican vacation narket, defined as persons who
travel for leisure purposes on trips of three nights or |onger involving an overnight stay
in a hotel. CLIA estimates that only 12% of the North Anmerican popul ati on has ever taken a
cruise for at |east two consecutive nights

Eur opean Crui se I ndustry

Europe is one of the largest vacation markets, but the cruise industry in Europe is
much snaller than the North Anerican cruise industry. European sourced crui se passengers
carried in 2001 are estinated to be approximately two mllion as conpared to approxi mately
seven mllion passengers sourced from North Anerica. From 1990 to 2001, the nunber of
crui se passengers sourced from Europe has been growing faster than its North Anerican
counterpart and, based on our estimates, |ess than 1% of European travelers took a cruise
in 2001. The conpounded annual growth rate from 1996 to 2000 by nmj or European cruise
sector countries was 16% in the United Kingdom ("U K "), 15%in France, 13%in Germany and
12%in Italy. The nunber of cruise ships being nmarketed to European custoners has
i ncreased in 2001 conpared to 2000 and, we believe that several additional new or existing
ships will be introduced into Europe over the next several years.

In addition, we also believe that Europe represents a significant area for our growth
because, anpbng other things, the European crui se sector denpgraphics appear favorable,
Eur ope has a popul ation larger than that of North America, there is a |low | evel of custoner
penetration by the cruise industry, and European consuners tend to take | onger vacations
then their North American counterparts. The rate at which European and North Anerican
vacationers take a crui se has been growing at a conpounded annual growth rate of 14% and
10% respectively, from 1996 through 2000.



Passengers and Capacity

Qur Cruise Operations had worl dw de crui se passengers and passenger capacity as
follows (1):

FI SCAL CRUI SE PASSENGER
YEAR PASSENGERS CAPACI TY
2001 3, 385, 000 58, 346
2000 2, 669, 000 48, 196
1999 2, 366, 000 43, 810
1998 2, 045, 000 39, 466
1997 1, 945, 000 31,078

(1) Information presented is as of the end of our fiscal year for passenger capacity.
Costa's passengers and capacity are included in 2001, but not included in prior years.
I n Decenmber 2001, Carnival took delivery of the 2,124 passenger Carnival Pride, which
i ncreased our avail abl e passenger capacity to 60, 466

Qur passenger capacity has grown from 31,078 at Novenber 30, 1997 to 58, 346 at
Novenber 30, 2001. During 1998, capacity increased 8,388 berths due to the delivery of
Carnival's Elation and Paradi se, the purchase of the Wnd Surf, the acquisition of Cunard
and the consolidation of Seabourn. |In 1999 capacity increased by 4,344 berths, primarily
due to the delivery of the Carnival Triunph and Holl and Anerica's Vol endam During 2000
capacity increased by 4,386 berths, primarily due to the delivery of the Carnival Victory
and Hol |l and Anerica's Zaandam and Ansterdam partially offset by the 1,214 berth decrease
due to the sale of Holland Anerica's Ni euw Ansterdam During 2001 capacity increased by
10, 150 berths, prinmarily due to the acquisition and consolidation of Costa's 9,200 berths
and the delivery of the Carnival Spirit, partially offset by the renoval from service of
the 946 berth Costa Riviera and the 232 berth decrease due to the sale of the Seabourn
Goddess | and |1

Crui se Ships and Itineraries

Carnival's 16 ships operate in the contenporary sector and are primarily nmarketed to
the North Anerican vacation nmarket. All of the Carnival ships were designed by and built
for Carnival, including three that are anmong the world's largest, the Carnival Victory, the
Carnival Triunph and the Carnival Destiny. 1In addition, Carnival introduced the first two
of its new "Spirit" class ships, the Carnival Spirit and Carnival Pride, which have 80%
outside cabins, with 80% of those outside cabins having balconies. Thirteen of the
Carni val ships operate to destinations in the Bahanmas or the Caribbean during all or a
portion of the year and two Carnival ships call on ports on the Mexican Riviera year round.
Carnival ships also offer cruises to Al aska, Canada, New Engl and, the Hawaiian |slands and
t he Pananma Canal

Through our whol |l y-owned subsidiary, HAL Antillen, N V. ("HAL"), we operate ten ships
in the prem um sector, which are prinmarily marketed to the North Anmerican vacation market
under the Holland Anmerica brand. HAL al so operates four sailing ships in a niche of the
| uxury cruise sector under the Wndstar brand.

The Hol l and Anerica ships offer premiumcruises of various lengths to destinations in
Al aska, the Caribbean, Panama Canal, Europe, the Bahanmms, the Hawaiian |slands, South
Anmerica and other worldwi de |locations. Cruise lengths vary from seven to 99 days, with a
| arge proportion of cruises being seven or ten days. Periodically, the Holland Anerica
shi ps make | onger cruises or operate on special itineraries in order to increase trave
opportunities for its customers and diversify its cruise offerings. For exanple, in 2001,
Hol |l and Anerica offered a 99-day world cruise. The majority of the Holland America ships



operate to destinations in the Bahamas and the Cari bbean during fall to spring and in

Al aska and Europe during spring to fall. |In order to offer a unique destination and, to
conpete nore effectively while operating in the Bahamas and the Cari bbean, Holland Anerica
includes in certain of its Bahanmas and Cari bbean itineraries, a private island destination
known as Half Moon Cay. Half Moon Cay is a 2,400-acre island owned by Hol |l and Aneri ca.
Facilities were constructed on the island on 45 acres along a crescent-shaped white sand
beach. The renmi nder of the island remains undevel oped. The facilities on Half Mon Cay

i ncl ude bars, shops, restroons, a post office, a chapel and an ice cream shop, as well as a
food pavilion with open-air dining shelters.

W ndstar currently markets cruises to destinations in the Caribbean, Europe, Centra
Anmerica and Tahiti and offers a casual, yet |uxurious, cruise experience on board its
nmodern sail ships. The Wndstar ships are prinmarily narketed to the North Anerican
vacation market.

Passengers can enjoy nulti-ethnic, multi-cultural and nulti-lingual anbiance on board
any of the eight Costa ships, all of which operate in Europe during the spring to fall
During the fall to spring, Costa repositions a few of its ships to operate in the Caribbean
and South Anmerica. The Costa ships serve the contenporary sector and are primarily
mar keted to the European vacation narket. Costa is the nunber one cruise |ine in Europe,
principally serving custoners in Italy, France, Germany and Spain, based on passengers
carried and capacity of its ships. The Costa ships call on 94 European ports with 32
different itineraries and to various other ports in the Caribbean and South Anerica. Costa
is also expanding its presence in Germany by | aunching a new crui se product ained
exclusively at the Gernan vacation market, with European and Cari bbean sailings aboard the
760 berth Costa Marina, beginning in the Spring of 2002. Finally, Costa and Attica
Enterprises have signed a letter of intent to create two joint ventures. Costa Attica
Cruises is expected to be 75% owned by Costa and would start operating one of Costa's ships
on cruises from Greek ports conmencing in March 2003 and Costa Superfast is expected to be
owned 25% by Costa and would start operating two of Attica's high quality ferries in the
Western Mediterranean commencing in March 2003. No assurances can be given when or if
either of these joint ventures will becone operational

Under the Cunard brand, we operate two ships in the prem un|luxury sector, which are
primarily marketed to the U K, North American, Gernman and Australian vacation markets.
Cunard's flagship, the Queen Elizabeth 2, offers the only regularly schedul ed transatlantic
crossi ngs between New York and Sout hanpton, England. In addition, Cunard will reposition
the Caronia to service the growing U K market, with round-trip cruises from Sout hhanpton
comencing in May 2002. Both of Cunard's ships offer cruises to other worl dw de
destinations, with many of the cruises rangi ng between six and 18 days. The Cunard ships
al so of fer extended cruises, such as the Qe2's world crui se.

The three Seabourn ships (the "Yachts of Seabourn") offer an intense focus on
personal i zed service and quality cuisine aboard its intimately sized all suite ships. The
Yachts of Seabourn serve the luxury sector and are primarily nmarketed to the North Anerican
vacation nmarket. These ships concentrate their operations in Europe, Asia and the Anmericas
with cruises in the seven to 14 day range.



Summary information of our current ship offerings for fiscal 2002 is as follows:

APPROXI MATE
CALENDAR GROSS
YEAR PASSENGER  REG STERED

SHI P REGQ STRY BU LT CAPACITY TONS
Car ni val
Carnival Pride (a) Pananma 2001 2,124 88, 500
Carnival Spirit Pananma 2001 2,124 88, 500
Carnival Victory Pananma 2000 2,758 102, 000
Carnival Triunph Bahanas 1999 2,758 102, 000
Par adi se Pananma 1998 2,052 70, 000
El ation Pananma 1998 2,052 70, 000
Car ni val Destiny Bahanas 1996 2,642 101, 000
I nspiration Bahanas 1996 2,052 70, 000
| magi nati on Bahanas 1995 2,052 70, 000
Fasci nati on Bahanas 1994 2,052 70, 000
Sensation Bahanas 1993 2,052 70, 000
Ecst asy Pananma 1991 2,052 70, 000
Fant asy Pananma 1990 2,056 70, 000
Cel ebration Pananma 1987 1, 486 47, 000
Jubi | ee Bahanas 1986 1, 486 47, 000
Hol i day Bahanas 1985 1, 452 46, 000

Tot al Carnival 33, 250
Hol | and Anerica(b):
Zaandam Net her | ands 2000 1, 440 63, 000
Anst er dam Net her | ands 2000 1, 380 62, 000
Vol endam Net her |l ands 1999 1, 440 63, 000
Rot t er dam Net her |l ands 1997 1, 316 62, 000
Veendam Bahanas 1996 1, 266 55, 000
Ryndam Net herl ands 1994 1, 266 55, 000
Maasdam Net herl ands 1993 1, 266 55, 000
St at endam Net herl ands 1993 1, 266 55, 000
Prinsendam (c) Bahanas 1988 758 38, 000
Noor dam Net her |l ands 1984 1,214 34, 000

Total Holland Anerica 12,612
Cost a:
Costa Atlantica Italy 2000 2,112 86, 000
Costa Victoria Italy 1996 1,928 76, 000
Costa Ronmmantica Italy 1993 1, 344 53, 000
Costa Allegra Italy 1992 806 30, 000
Costa Cl assica Italy 1991 1, 302 53, 000
Costa Marina Italy 1990 762 25, 500
Costa Europa (d) Net her |l ands 1986 1,494 54, 000
Costa Tropicale Italy 1982 1,022 37,000

Total Costa 10, 770
Cunar d:
Caroni a Engl and 1973 668 24,500
QE2 Engl and 1969 1,790 70, 000

Total Cunard 2,458



APPROXI MATE

CALENDAR GRGCSS
YEAR PASSENGER REG STERED
SHI P REG STRY BUI LT CAPACI TY TONS
Seabour n:
Seabourn Legend Bahanas 1992 208 10, 000
Seabourn Spirit Bahanas 1989 208 10, 000
Seabourn Pride Bahamas 1988 208 10, 000
Tot al Seabourn 624
W ndst ar Crui ses:
W nd Surf Bahamas 1990 308 14, 750
Wnd Spirit Bahanas 1988 148 5,700
W nd Song Bahanas 1987 148 5,700
W nd Star Bahamas 1986 148 5,700
Total W ndst ar 752
Total Passenger Capacity 60, 466

(a) Carnival took delivery of the Carnival Pride in Decenber 2001.

(b)In February 2002, Holland Anerica took possession of the 1,214 passenger Patriot,
formerly the Ni euw Ansterdam pursuant to the bankruptcy proceedi ngs surrounding
the parent conpany of its forner owner, who had purchased the N euw Ansterdamin
fiscal 2000 from Holland Anerica. W are currently evaluating the future plans for

this ship.

(c) The Prinsendam fornerly the Seabourn Sun, will be transferred to Holland Anerica
in April 2002 and, after refurbishnents, will commence sailing under the Holl and
Anerica brand in June 2002

(d) The Costa Europa, fornerly Holland Anmerica's Westerdam will be transferred to
Costa in March 2002 and, after refurbishnents, will commence cruising under the

Costa brand in April 2002.

Crui se Ship Construction

We have signed agreenments with three shipyards providing for the construction of 14
new crui se ships. 1In addition, we have entered into one shipbuilding option. See Note 7
"Conmitnments," to our Consolidated Financial Statements in Exhibit 13 to this Annual Report
on Form 10-K

Cruise Pricing

Each of our cruise brands publishes brochures with prices for the upcom ng seasons.
Brochure prices vary by cruise line, by category of cabin, by ship, by season and by
itinerary. Brochure prices are regularly discounted through our early booking discount
prograns and ot her pronotions. The cruise ticket price includes accomvodations, neals and
most onboard entertai nnment, such as the use of, or adnmission to, a wide variety of
activities and facilities, including a fully equi pped casi no, nightclubs, theatrical shows,
novi es, parties, a disco, a health club and sw mm ng pools, on each ship.

Onboard and O her Revenues

We derive revenues from other onboard activities and services including casino gam ng
bar sales, gift shop sales, entertai nment arcades, shore excursions, art auctions, photo
sal es, spa services, bingo ganmes and lottery tickets, video diaries, snorkel equipment
rental s, internet and tel ephone usage, and pronpotional advertising by nerchants located in
our ports of call.



The casinos, which contain slot nmachi nes and ganing tables including blackjack, and in
nost cases craps, roulette and stud poker, are generally open only when our ships are at
sea in international waters. W also earn revenue fromthe sale of al coholic and other
beverages. Onboard activities are either performed directly by us or by independent
concessionaires, fromwhich we collect a percentage of their revenues.

We receive additional revenues fromthe sale to our passengers of shore excursions at
each ship's ports of call. The excursions include, anong other things, bus and taxi
si ght seei ng and adventure outings, |ocal boat and beach parties and nightclub and casino
visits. For the Carnival, Costa, Wndstar, Cunard and Yachts of Seabourn ships, the shore
excursions are primarily operated by independent tour operators. For the Holland Anerica
shi ps and other of our brands operating to destinations in Al aska, shore excursions are
operated by Tours and i ndependent parties.

Al so, when a passenger elects to purchase air transportation fromus, both our cruise
revenues and operating expenses generally increase by approximately the sane anount.

In conjunction with cruise vacations on our ships, all of our cruise brands sell pre-
and post-cruise | and packages. Carnival |and packages generally include one, two or three-
ni ght vacations at nearby attractions, such as Universal Studios and Walt Disney World in
Ol ando, Florida, Busch Gardens in Tanpa, Florida, or in proximty to other vacation
destinations in Central and South Florida, Galveston, Texas, New Ol eans, Louisiana, Los
Angel es, California and San Juan, Puerto Rico. Holland Anerica | and packages outside of
Al aska generally include one, two or three-night vacations, including stays in unique
Eur opean port cities or near attractions in Central and South Florida. Costa's |and
packages generally include one or two-night vacations in well-known European cities or at
vacation destinations in Central or South Florida. Cunard, Seabourn and W ndstar packages
i ncl ude nunerous luxury and/or exotic pre- and post-cruise |land prograns, such as world
class golf prograns and London and Paris |uxury holidays.

In conjunction with our Al askan cruise vacations on our Holland Anerica, Carnival and

the Yachts of Seabourn ships, we sell pre- and post-cruise | and packages which are nore
fully described in Part |, Item 1. Business, D. Tour Segnent.

Passengers and Occupancy

The aggregate nunber of passengers carried and occupancy percentage for our ships is
as follows (1):
YEARS ENDED NOVEMBER 30,

2001 2000 1999
Passengers carried 3, 385, 000 2,669, 000 2, 366, 000
Occupancy percentage (2) 104. 7% 105. 4% 104. 3%

(1)Costa is included in 2001 but not in 2000 and 1999.

(2)In accordance with cruise industry practice, occupancy percentage is cal cul ated
based on two passengers per cabin even though sone cabins can accommbdate three or
four passengers. The percentages in excess of 100% i ndicate that nore than two
passengers occupi ed sone cabi ns.



The actual occupancy percentage for all cruises on our ships, excluding Costa in 2000,
during each quarter of fiscal 2000 and 2001 was as foll ows:

OCCUPANCY

QUARTERS ENDED PERCENTAGE
February 29, 2000 103. 4
May 31, 2000 102. 3
August 31, 2000 112. 4
Novenber 30, 2000 103.4
February 28, 2001 105. 2
May 31, 2001 102.5
August 31, 2001 113.0
Novenber 30, 2001 97.9 (a)

(a) Qur 2001 occupancy decreased conpared to the fourth quarter of 2000 due primarily
to the inpact of the events of September 11 and their aftermath. See "Managenent's
Di scussi on and Anal ysis of Financial Condition and Results of Operations" in
Exhibit 13 to this Annual Report on Form 10-K

Sal es and Marketing

Qur cruise vacations appeal to a broad range of custoners, who are of all ages and
interests, and who generate high-levels of repeat business for our different brands. OQur
target market in North Anerica, conprised of households with an i ncone of $40,000 or nore
and headed by a person who is at |east 25 years old, includes approximately 145 mllion
peopl e. Industry studies show that approximately half of these people have expressed an
interest in taking a cruise as a vacation alternative.

In addition, cruising has traditionally appealed to the m ddle and ol der segnents of
the population. These are the fastest growi ng segnents of the popul ation and are forecast
to expand over the next 10 years, which we expect will provide a major source of new
busi ness for us. Furthernore, cruising is attracting interest from younger people.

Approxi mately 28% of the crui se passengers sourced from North Anerica between 1996 and 2000
were in the 25-39 age bracket.

Finally, cruising has very high satisfaction ratings, which generate strong | evels of
repeat business. In North Anerica, industry studies indicate that cruise passengers
experience a high level of satisfaction fromtheir cruises, with 90% of cruisers finding it
to be as good or better than other vacations; 65% of cruisers over the period 1996 to 2000
rated a cruise as "good value for the noney" conpared with other vacation alternatives; and
hal f of the people that have taken a crui se have expressed that it is probable or definite
that they would take another cruise within the next five years.

We believe that both our ability to attract |and-based vacationers and our custoners
satisfaction levels are enhanced by the levels of choice and innovative new facilities
onboard our cruise ships, such as bal conies, nultiple and 24-hour restaurants offering
flexible dining, and anmenities such as nodern gymasi uns and health spas, internet cafes,
theaters, discos and weddi ng chapels. Cruise ships are now floating resorts and our brands
are positioned to appeal to each of the three mmjor sectors of the cruise industry-
contenporary, prem umand luxury. Each of our brands offers a particular style of cruise
vacationing: the excitenent and variety of a Carnival "Fun Ship® " the five-star
sophi stication of Holland America, the classic British tradition of Cunard, indulgent
intimacy and luxury onboard the Yachts of Seabourn, the casual el egance of Wndstar and the
Italian charm of Costa — individual brands with individual styles.

The contenporary sector is typically served by cruises that are seven days or |ess,
are priced at per diens of $200 or |less and feature a casual anbiance. The contenporary



sector is targeted to the nmass-market and is usually served by |large ships, which offer
excell ent service at an affordable price, with a wide range of anenities. Passengers on
contenporary cruises span all age groups, including famlies with children to senior
citizens. The average contenporary passenger age tends to be younger than the average
passenger age in the premium and luxury sectors. W believe that the success and growth of
the Carnival brand is attributable in large part to our early recognition of these sectors
of the cruise industry and our efforts to specifically reach and pronote the expansion of
the contenporary sector. The Costa brand is our prinary vehicle for expansion into the

Eur opean contenporary sector.

The prem um sector is served typically by cruises that are seven to 14 days or |onger,
at per diems of $250 or higher and appeal principally to nore affluent custoners. The
prem um sector is usually served by smaller ships than the contenporary sector. Prem um
ships typically offer larger cabins and a higher |evel of individual service. W believe
the success and growth of the Holland Anerica brand is attributable to our efforts to
pronote the expansion of the prem um sector.

The luxury sector, which is not as large as the other sectors, is typically served by
cruises with per diens of $300 or higher. The luxury sector refers to the highest priced
brands that enjoy a prestigious reputation, which nay be attributable to the history and
i mge of a particular ship, such as Cunard's QE2, or because the ships are snaller, nore
intimate, nore aesthetically appealing and offering award-w nning service, such as the
W ndstar ships or the Yachts of Seabourn

During 1998, we created a marketing association called the "Wrld's Leadi ng Cruise
Li nes™ for our fanmily of six cruise brands in order to both educate the consuner about the
overall breadth of our cruise brands, as well as to increase the effectiveness and
efficiency of marketing our brands. During 2000, we | aunched "VIP", or Vacation
I nterchange Privileges, a loyalty programthat provides special considerations to repeat
guests aboard any of our six brands. |In addition, we entered into a marketing alliance
with Starwood Preferred guests, the world' s |eading hotel loyalty program adding cruising
fromany of our six brands to the list of award options available to their custoners.

Qur various cruise lines enploy over 600 personnel, excluding reservation agents, in
the sal es and sal es support area who, anong other things, focus on notivating, training and
supporting the retail travel agent community which sells substantially all of our cruises.
Travel agents generally receive a standard conm ssion of 10% plus the potential of
addi ti onal conm ssions based on sales volune. Conmission rates on cruise vacations are
usual | y higher than conmmi ssion rates earned by travel agents on sales of airline tickets
and hotel roons. Mbreover, since cruise vacations are substantially all-inclusive, sales
of our cruise vacations generally yield higher conm ssions to travel agents than
comi ssions earned on selling airline tickets and hotel roons. During fiscal 2001, no
controlled group of travel agencies accounted for nmore than 10% of our revenues.

A significant portion of our brands' cruises are generally booked from several nonths
in advance of the sailing date for contenporary brands to up to a year in advance of
sailing for our luxury brands. This lead-tine allows us to adjust our prices, if
necessary, in relation to demand for avail able cabins, as indicated by the |evel of advance
booki ngs. Qur fares, such as Carnival's Supersaver fares and Holland Anerica's Early
Savi ngs and Alummi Savings fares, are designed to encourage potential passengers to book
crui se reservations earlier, which helps to nore effectively nmanage our overall net revenue
yields. Qur brands' paynent terns require that a passenger pay a deposit to confirmtheir
reservation with the bal ance due well before the departure date. As a result of Septenber
11 and its aftermath, our brands generally experienced a closer-to-sailing date booking
pattern than was historically experienced. This change in pattern caused a reduction in
the cash flows we received from booki ngs and, as woul d be expected, adversely affected our
early booking prograns.



Hi storically, our cruise brands have been narketed primarily in North Anerica. W
began to gl obalize our cruise business by expanding into Europe through the acquisition of
a 50% interest in Costa in June 1997 and Cunard in May 1998. In Septenber 2000, we
positioned ourselves to better take advantage of this expanding market sector by acquiring
the bal ance of Costa. This acquisition solidified our ownership of a cruise line that we
believe is as recogni zable in Southern Europe and South Anerica as Carnival is in North
Anmerica. We have | everaged Costa's European | eadership position by increasing our new ship
devel opment commitnent to the Costa brand, as well as by transferring Carnival's Tropicale
in 2001 and Holland Anerica's Westerdamin 2002 to the Costa fleet. As previously
mentioned, we also are specifically tailoring the Costa Marina to Gernmn passengers, and
will market her exclusively for Gernan speaking custoners. 1In this way we are expanding
Europe's largest nultiple-night cruise ship fleet, which should continue to position us to
gain a greater foothold in the growi ng European cruise business. Additionally, Cunard wll
be playing a nore significant role in our strategy to target the U K. cruise sector. W
will be repositioning the Caronia for round-trip cruises from Sout hanpton as of May 2002
and have also conmitted to the construction of a new 1,968 passenger ship to serve the U K
vacation market upon its expected delivery in January 2005.

Car ni val

We believe that Carnival's success is due in large part to its unique brand
positioning within the vacation industry. Carnival nmarkets its cruises not only as
alternatives to conpetitors' cruises, but as vacation alternatives to conpetitive |and-
based resorts and sightseeing destinations. Carnival seeks to attract passengers fromthe
broad vacation narket, including those who have never been on a cruise ship before and who
m ght not otherw se consider a cruise as a vacation alternative. Carnival's strategy has
been to enphasize the cruise experience itself rather than particul ar destinations, as well
as the advantages of a prepaid, all-inclusive vacation package. Carnival regularly engages
in conparative pricing advertisenents in which it conpares the cost of a cruise with | and-
based vacations. Carnival markets its cruises as the "Fun Ships®' experience, which
includes a wide variety of onboard activities and entertainnent, such as full-scal e casinos
and ni ghtclubs, an atnosphere of panpered service and high quality food.

Carni val uses, anmpbng others, the thenes "Carnival's Got the Fun®' and "The Most
Popular Cruise Line in the Wrld!®' . Carnival advertises nationally directly to consuners
primarily on network and cabl e television and through extensive print nedia. Carniva
believes its advertising generates interest in cruise vacations generally and results in a
hi gher degree of consuner awareness of the "Fun Shi ps®' concept and the "Carnival® nane in
particular. During 2000, Carnival re-launched ww. carnival.com Carnival's consuner web
site, which prinmarily serves as a marketing and research tool for its current and potenti al
custonmers. During 2001, Carnival and Capital One |l aunched an affordable cruise financing
program bundl ed with a co-branded credit card featuring a conprehensive rewards program
The Fun Fi nance Pl an®™ enabl es crui se vacationers to pay for a Carnival cruise through fixed
monthly credit card paynents.

In addition, Carnival has expanded its ship enbarkation |ocations in the U S. and
Canada over the past several years to help generate additional drive-in business, which
reduces the cost of a Carnival vacation conpared to cruise or |and-based alternatives that
require air or other nore expensive travel arrangenents. Specifically, Carnival now has
cruises originating from Charl eston, Gal veston, Honol ulu, Mbile, New Ol eans, New York
Norfol k, San Di ego, Seward, Tanmpa and Vancouver, in addition to its traditional honme ports
of Mam, Los Angeles, Port Canaveral and San Juan

Most of Carnival's cruise bookings are nmade through travel agents. In fiscal 2001,
Carni val took reservations from about 27,000 of approxinmately 49,000 travel agency
| ocations known to us in the U S. and Canada. |In addition, Carnival markets and sells its
cruises to tour operators and through travel agents located in nunerous other countries,
including the U K., Bernuda, the Bahamas, Argentina, Venezuela, Mexico and Italy.



Carni val engages in substantial pronotional efforts designed to notivate and educate
retail travel agents about its "Fun Ships®' cruise vacations. Carnival enploys
approxi mately 130 busi ness devel opnment nmanagers and 50 in-house service representatives to
noti vate i ndependent travel agents and to pronpbte its cruises as an alternative to
conpetitive | and-based vacations or other cruise lines. Carnival believes it has one of
the largest sales forces in the cruise industry.

To facilitate access and to sinplify the reservation process, Carnival enploys
approximately 1,200 reservation agents prinmarily to take bookings from i ndependent trave
agents. Carnival's fully automated reservation systemallows its reservation agents to
respond quickly to book cabins on its ships. Additionally, through various third-party
conmput er reservation systens or Carnival's internet booking engine, travel agents and
consuners have the ability to make reservations directly into Carnival's conputerized
reservations system

Hol | and Anmeri ca and W ndst ar

The Hol l and America and W ndstar ships cater to the prem um and | uxury sectors,
respectively. We believe that the hallmarks of the Holland Anerica experience are
beautiful ships and gracious, attentive service. Holland Anerica comrunicates this
difference as "A Tradition of Excellence®', a reference to its |long-standing reputation for
"world class" service and cruise itineraries. Holland Anerica seeks to attract consuners
who want an enhanced vacation in terns of service, smaller ships and a higher staff-to-
guest rati o.

Substantially all of Holland Anerica's bookings are nmade through travel agents. In
fiscal 2001, Holland Anmerica took reservations from about 18,000 of approxinately 49, 000
travel agency locations known to us in the U S. and Canada. |n addition, Holland Anerica

and Wndstar nmarkets and sells its cruises to tour operators and through travel agents
| ocated in nunerous other countries, including the U K. , Australia and the Netherl ands.

Hol | and Anerica has focused much of its sales efforts at creating an excellent
relationship with the travel agency community. This is due principally to its marketing
phi | osophy that travel agents have a |large inpact on the consunmer vacation sel ection
process and will recommend Hol |l and Anerica nore often because of its excellent reputation
for service to both its guests and their independent travel agents. Holland Anerica
solicits continuous feedback from custoners and the independent travel agents naking
bookings with Holland Anerica to ensure they are receiving excellent service. Holland
Anerica and Wndstar believe that their web sites at www. hol | andanmeri ca. com and
WWwW. Wi ndstarcrui ses.comhelp to enrich the consuners web-based research experience.

Hol |l and Anerica's nmarketing comrunication strategy is primarily conposed of newspaper
and magazi ne advertising, |large-scale brochure distribution, direct mail solicitations to
past passengers and others and network and cable television and radi o spots. Holland
Anmerica engages in substantial pronmotional efforts designed to notivate and educate retai
travel agents about its products. Holland Anerica enploys approximately 50 field sales
representatives, 30 inside sales representatives and 15 sales and service representatives
to support the field sales force. To facilitate access and to sinplify the reservation
process, Holland America enploys approxi mately 280 reservation agents prinmarily to take
booki ngs fromtravel agents. Additionally, through various third-party conputer reservation
systens or Holland Anerica's internet booking engine, travel agents and consumers have the
ability to make reservations directly into Holland Anerica's conputerized reservations
system

W ndstar has its own marketing and reservations staff. Field sales representatives
for both Holland Anerica and Carnival also act as field sales representatives for Wndstar.
Marketing efforts are devoted primarily to travel agent support and awareness, direct nai



solicitation of past passengers and distribution of brochures. The nmarketing features the
distinctive nature of the graceful, nodern sail ships and the distinctive "casually

el egant" experience on "intimate itineraries," apart fromthe normal cruise experience.

W ndstar's luxury cruise sector positioning is enbodied in its marketing phrase "180
degrees from ordi nary®"'.

Cost a

From June 1997 through Septenber 28, 2000, we owned 50% of Costa. On Septenber 29
2000, we conpleted the acquisition of the remaining 50% interest in Costa. See Note 17
"Costa Acquisition," to our Consolidated Financial Statements in Exhibit 13 to this Annua
Report on Form 10-K

Costa is headquartered in Genoa, Italy and is Europe's largest cruise |ine based on
nunber of passengers carried and avail able capacity. Costa is targeted to the contenporary
sector with nost of its cruises sold to European passengers, primarily fromltaly, France,
Germany, Spain and Switzerland. Approximtely 85% of Costa's revenues are generated by
non-U. S. tour operators and travel agents. Costa has sales offices in Argentina, Brazil,
Engl and, France, Gernmmny, ltaly, Spain, Switzerland and the U S., and enploys over 300
personnel in the sales and sal es support area, excluding reservation agents. Costa sales
of fices focus nmuch of their effort at notivating and educating travel agents. These
efforts include, anbng other things, newspaper, television, radio and nagazi ne adverti sing,
direct mail solicitation and brochure distribution. 1In addition, through the use of the
internet, at web sites specifically designed for the country and guest that Costa is
targeting, the consuners are educated about cruising and Costa (ie: ww. costacruises.com
and ww. costa.it). To facilitate access and to sinplify the reservation process, Costa
enpl oys approximately 110 reservation agents primarily to take bookings fromtravel agents.

Additionally, through either Costa's internet booking engine and/or through third party
conmput er reservation systens, Costa's European and South Anerican travel agents generally
have the ability to make reservations directly into Costa's reservations system

We believe that one of the principal ways that Costa distinguishes itself from other
brands is by imersing its guests in the Italian anbiance on its ships. The nonent a guest
boards a ship, they are greeted to Italian decor and art; the decks and restaurants are
sonmetimes naned after well-known Italian places, the cuisine is all prepared with an
Italian flair and the officers and key personnel are all Italian. A voyage on board Costa
is nmeant to capture the charmand flavor of a visit to Italy, except for the ship dedicated
to the Gernan market. Costa believes its advertising generates interest in cruise
vacations generally and results in a higher degree of awareness to "Cruising Italian
SterSM'. In addition, Costa is very experienced at providing cruises to guests with
different nationalities and | anguages besides Italian, thereby enabling it to effectively
mar ket and sell its cruises throughout Europe and South and North Anerica.

Cunard and Seabourn

We own 100% of Cunard Line Limted, which owns Cunard and Seabourn. Currently five
shi ps are being offered under these two brands, which are marketed separately.

The Cunard brand operates two ships in the prem um | uxury cruise sector. Cunard's nost
visible ship is the Q2. The QE2 is the only active passenger ship of its size built
specifically for navigating ocean waters and offering regularly scheduled transatl antic
crui ses, and thus enjoys a uni que standi ng anong nodern passenger ships. Over the past
year, Cunard has repositioned itself as the brand with the nost fanmpus ocean liners in the
world. The fanme of the QE2, as well as the worldw de anticipation of the arrival of the
Queen Mary 2, which is expected in Decenber 2003, reinforces this brand identity. The
line's cruise ship, Caronia, will be based in Southhanpton and dedicated to the U K. market
begi nni ng May 2002



The Seabourn brand currently operates three ships, offering ultra-luxury cruising with
an intense focus on service and cuisine. It is the exceptionally high |evel of service
whi ch we believe enables the Yachts of Seabourn to be one of the nost cel ebrated cruise
lines in the world.

Cunard and Seabourn currently market and sell their products through their sales
offices in Mam, Florida, the U K , Gernmany and Australia. Approxinmately 60% and 31% of
Cunard and Seabourn's revenues, respectively, are generated by non-U S. tour operators and
travel agents. Marketing efforts are devoted primarily to travel agent support and
awar eness, direct mail solicitation, loyalty narketing to past passengers, targeted print
medi a canpai gns and brochure distribution and the education of consuners at the Cunard and
Seabourn web sites | ocated at www cunard. com and www. seabourn. com respectively.

Substantially all of Seabourn's and Cunard's booki ngs are made through travel agents.
In fiscal 2001, Seabourn and Cunard took reservations from about 10,200 of approximtely
49, 000 travel agency locations known to us in the U S. and Canada. Cunard and Seabourn
enpl oy approximately 21 field sales representatives, 13 inside sales representatives and 20
sal es and service representatives to support its field sales force. They also enploy
approximately 48 reservation agents primarily to take bookings, substantially all of which
come fromtravel agents.

Seasonal ity

Qur revenue fromthe sale of passenger tickets is noderately seasonal. Historically,
demand for cruises has been greatest during the sumer nonths. See "Managenent's
Di scussi on and Anal ysis of Financial Condition and Results of Operations — General," in
Exhibit 13 to this Annual Report on Form 10-K

Conpetition

We conpete both with a wide array of other |and-based vacation alternatives and with
other cruise lines for the consunmers' disposable leisure tine dollars. Qur cruise |ines
al so conpete, in sone cases, against each other.

We conpete with | and-based vacation alternatives throughout the world, including,
anong others, resorts and hotels located in Las Vegas, Nevada, Ol ando, Florida, various
Cari bbean, Baham an and Hawaiian |sland destination resorts and nunerous vacation
destinations throughout Europe and the rest of the world. Land-based conpetition in Las
Vegas and Ol ando together attract annually alnost ten times the nunber of vacationers than
the North Anmerica cruise industry. Specifically, our |and-based conpetitors, include,
anong others, Airtours, Club Mediterranee, Disney theme parks, GoGo Tours, Fairfield
Communi ties Vacation Owership Club, First Choice, Harrah's Entertai nment, Hilton Hotels,
Kuoni Travel, Mandal ay Resort Group, Marriott International Resorts and the Marriott
Vacation Ownership Club, MaM G and, Nouvelle Frontieres, Perillo Tours, Preussag, Ritz-
Carlton Hotels, Saga Tours, Six Flags, Starwood Hotels and Resorts, Sandals Resorts,
SeaWwrl d thenme parks, Sun City Resorts, Thomson Travel G oup, Trafal gar and Universal thene
par ks.

Qur primary cruise conpetitors in the contenporary and/or prem um crui se sectors for
North American sourced passengers are RCL, which owns Royal Caribbean International and
Cel ebrity Cruises, Princess Cruises, owned by P&, Norwegian Cruise Line ("NCL") and Orient
Li nes, both owned by Star Cruises plc, and Disney Cruise Line.

Qur primary cruise conpetitors for European sourced passengers are Airtours' Sun
Crui ses, Fred O sen, P&0O Cruises, owned by P&, Star Cruises and Thomson in the U K. ; Aida
Crui ses, A Rosa and Seetours, all three owned by P& Hapag-Ll oyd, Peter Deil mann and
Phoeni x in Germany and Mediterranean Shipping Cruises and Royal Oynpic Cruise Line and its



parent, Louis Cruise Line and Festival Cruises in Southern Europe. W also conpete for
passengers with NCL, Princess Cruises and RCL throughout Europe.

The Cunard, Seabourn and W ndstar ships' conpete for passengers sourced primarily from
North America and/or Europe and the prinmary unaffiliated conpetitors within the |uxury
crui se sector include Crystal Cruises, Radisson Seven Seas Cruise Line, and Silversea
Cruises, as well as the higher priced cabins on certain of the cruise |lines which serve the
prem um sector.

On Novenber 20, 2001, RCL and P&O announced their intention to conbine their
busi nesses, subject to sharehol der approvals and regul atory cl earances. W al so have nmade
an offer to acquire P& (see Part |, Item 1. Business, A GCeneral - Recent Devel opnent).

See Part |, Item1l. Business, B. Risk Factors for additional information regarding our
conpetition.

Governnent al Regul ati on

Qur ships are registered in the Bahanas, England, Italy, the Netherlands and Pananm,
as nore fully described under Part I, Item 1. Business, C Cruise Segment - Cruise Ships
and Itineraries and, accordingly, are regulated by these jurisdictions and by the
i nternational conventions governing the safety of our ships and guests that these
jurisdictions have ratified or adhere to. Each country of registry conducts periodic
i nspections to verify conpliance with these regulations as discussed nore fully below. In
addition, the directives and regul ati ons of the European Union are applicable to sone
aspects of our ship operations.

Furthernmore, the International Maritime Organization (the "I MJ'), which operates under
the United Nations, has adopted safety standards as part of the Safety of Life at Sea
("SOLAS") Convention, which is applicable to all of our ships. GCenerally, SOLAS
establishes vessel design, structural features, materials, construction and |life saving
equi pment requirenents to i nprove passenger safety and security. The SOLAS requirenents
are revised fromtine to time, with the nost recent nodifications being phased in through
2010.

In 1993, SOLAS was anended to adopt the International Safety Managenent Code (the "I SM
Code"). The | SM Code provides an international standard for the safe nmanagenent and
operation of ships and for pollution prevention. The |SM Code becane nandatory for
passenger vessel operators, such as ourselves, on July 1, 1998. All of our operations and
shi ps have obtained the required certificates denpnstrating conpliance with the |ISM Code
and are regularly inspected and controlled by the national authorities, as well as the
international authorities acting under the provisions of the international agreenents
related to Port State Control (i.e. the process by which a nation exercises authority over
foreign ships when the ships are in the waters subject to its jurisdiction).

Qur ships are subject to a program of periodic inspection by ship classification
soci eti es who conduct annual, internediate, drydocking and class renewal surveys.
Cl assification societies conduct these surveys not only to ensure that our ships are in
conpliance with international conventions adopted by the flag state and donestic rul es and
regul ations, but also to verify that our ships have been nmaintained in accordance with the
rul es of the society and recommended repairs have been satisfactorily conpl et ed.

We are subject to various international, national, state and |ocal environnental
protection and health and safety laws, regulations and treaties that govern, anobng other
things, air em ssions, enployee health and safety, waste discharge, water nmnagenent and
di sposal and storage, handling, use and disposal of hazardous substances, such as
chem cal s, solvents, paints and asbestos.



In particular, in the U S., the Gl Pollution Act of 1990 ("OPA") provides for strict
liability for water pollution, such as oil pollution or threatened oil pollution incidents
in the 200-nile exclusive econonmc zone of the U S., subject to nonetary linmts. These
monetary linmts do not apply, however, where the discharge is caused by gross negligence or
willful msconduct of, or the violation of, an applicable regulation by a responsible
party. Pursuant to the OPA, in order for us to operate in U S. waters, we are al so
required to obtain Certificates of Financial Responsibility fromthe U S. Coast Guard for
each of our ships. These certificates denonstrate our ability to neet renpval costs and
damages related to water pollution, such as for an oil spill or a release of a hazardous
substance up to our ship's statutory liability linmt.

In addition, nost U S. states that border a navigable waterway or seacoast have
enacted environnental pollution |aws that inpose strict liability on a person for renoval
costs and damages resulting froma discharge of oil or a release of a hazardous substance.
These |aws may be nore stringent than U S. federal |aw.

Furthermore, many countries have ratified and adopted | MO Conventi ons whi ch, anpng
other things, inpose liability for pollution danage subject to defenses and to nonetary
limts, which monetary limts do not apply where the spill is caused by the owner's actua
fault or by the owner's intentional or reckless conduct. In jurisdictions that have not
adopted the | MO Conventions, various national, regional or local |aws and regul ati ons have
been established to address oil pollution.

If we violate or fail to conply with environnental |aws, regulations or treaties, we
could be fined or otherw se sanctioned by regulators. Although we have nade, and will
continue to nake, capital and other expenditures to conply with environnental |aws and
regul ations, we do not expect these expenditures to have a nmaterial inpact on our financial
statenments in 2002. See Note 8, "Contingencies," to our Consolidated Financial Statenent
in Exhibit 13 to this Annual Report in Form 10-K for additional discussion of ongoing
governmental investigations into certain of our environnmental conpliance matters.

Fromtime to tine, environmental regulators consider nmore stringent regulations which
may affect our operations and increase our conpliance costs. As evidenced fromthe
precedi ng paragraphs, the cruise industry is affected by a substantial anount of
environnental rules and regulations. W believe that the inpact of cruise ships on the
gl obal environnent will continue to be an area of focus by the relevant authorities and,
accordingly, this will subject us to increasing conpliance costs in the future.

Qur ships that call on U S. ports are subject to inspection by the United States Coast
Guard for conpliance with the SCOLAS Convention and by the United States Public Health
Service for sanitary standards. Qur ships are also subject to simlar inspections pursuant
to the laws and regul ati ons of various other countries our ships call on

In addition, our ships that call on U S. ports are regulated by the Federal Maritinme
Conmmi ssion ("FMC'). Public Law 89-777 which is adm nistered by the FMC requires nost
cruise line operators to establish financial responsibility for nonperformance of
transportation. The FMC's regulations require that a cruise |line denpnstrate its financial
responsi bility through a guarantee, escrow arrangenent, surety bond, insurance or self-

i nsurance. Currently, the anpbunt required nust equal 110% of the cruise line's highest
anount of custoner deposits over a two-year period up to a nmaxi num coverage | evel of $15

mllion. The FMC has recently decided to consider various changes to the financial
responsi bility regul ations which could increase our conpliance costs. |In addition, other
jurisdictions, including Argentina, Brazil, the U K and Gernmany require the establishnent

of financial responsibility for passengers fromtheir jurisdictions.

In connection with a significant portion of our Alaska cruise operations, Holl and
Anerica and Carnival rely on concession pernits fromthe U S. National Park Service, which



are periodically renewed, to operate their cruise ships in dacier Bay National Park
There can be no assurance that these permts will continue to be renewed or that

regul ations relating to the renewal of such permts, including preference or historica
rights, will renmain unchanged in the future.

We believe we have all the necessary licenses to conduct our business. Fromtine to
time, various other regulatory and | egislative changes have been or may be proposed that
could have an affect on the cruise industry in general. See "Risk Factors" for a
di scussi on of other regul ations which inpact us.

Fi nancial I nformation

For financial information about our cruise and affiliated operations segment with
respect to each of the three years in the period ended Novenber 30, 2001, see Note 10,
"Segment Information," to our Consolidated Financial Statenents in Exhibit 13 to this
Annual Report on Form 10-K

D. Tour Segnent

In addition to our cruise business we operate Tours, which is a | eading cruise/tour
operator in the state of Al aska and the Canadi an Yukon. Tours also narkets sightseeing
packages both separately and as part of our cruise/tour packages. Since a substantial
portion of Tours' business is derived fromthe sale of tour packages in Alaska during the
sumer season, Tour' operations are highly seasonal

Hol | and Anerica Tours

Tours is conprised of a group of conpanies which together conprise the tour operations
and performthree independent yet interrelated functions. During 2001, as part of an
integrated travel programto destinations in Al aska, the Canadi an Yukon and Washi ngton, the
tour service group offered 32 different tour prograns varying in length from8 to 18 days.

The transportation group and hotel group supports the tour service group by supplying
facilities needed to conduct tours. Facilities include dayboats, notor coaches, rail cars
and hotels.

Two | uxury dayboats performan inportant role in the integrated travel program
offering tours to the glaciers of Alaska and the Yukon River. The Yukon Queen |l cruises
the Yukon River between Dawson City, Yukon Territory and Eagle, Al aska and the Ptarni gan
operates on Portage Lake in Alaska. The two dayboats have a conbi ned capacity of 360
passengers.

A fleet of over 300 npotor coaches operate in Al aska, Washington, British Col unbia,
Canada and t he Canadi an Yukon. These notor coaches are used for extended trips, city
sightseeing tours and charter hire. Additionally, Tours operates express motor coach
servi ce between downtown Seattle, Washington and the Seattl e-Taconma |International Airport
and al so provides transit service for sone of our cruise passengers between Seattle and
Vancouver.

Thirteen private, donmed rail cars, which are called "MKinley Explorers", run on the
Al aska Railroad between Anchorage and Fairbanks, stopping at Denali National Park

In connection with its tour operations, Tours owns or |eases nptor coach nmintenance
shops in Seattle, Washington, and in Juneau, Fairbanks, Anchorage, Skagway and Ketchi kan
Al aska. Tours also owns or |eases service offices at Anchorage, Denali Park, Fairbanks,
Juneau, and Skagway in Al aska, at Whitehorse in the Yukon Territory, in Seattle, Washington
and Vancouver and Victoria, British Col unbia.



West mar k Hot el s

Tours operates 12 hotels in Al aska and the Canadi an Yukon under the name Westnark
Hotels. Four of the hotels are located in Canada's Yukon Territory and offer a conbined
total of 585 roons. The renmining eight hotels, |ocated throughout Al aska, provide a tota
of 1,348 roons, bringing the total nunber of hotel roons to 1,933. Eleven of the hotels
are wholly owned by Tours subsidiaries and Westnark operates one under a nmanagenent
agr eenent .

The hotels play an inportant role in Tours tour prograns during the summer nonths when
they provide accompdations to the tour passengers. The hotels located in the |arger
metropolitan areas remmi n open during the entire year, acting during the wi nter season as
centers for local conmunity activities while continuing to accommodate the traveling
public. Mst of the Westmark hotels include dining, |ounge and conference or neeting room
facilities. Certain hotels have gift shops and other tourist services on the prenises.

For the seven hotels that operate year-round, the occupancy percentage for fiscal 2001
was 55.2% and for the five hotels that operate only during the summer nonths, the
occupancy percentage for fiscal 2001 was 65.5%

Sal es and Marketing

Tours has its own marketing staff devoted to travel agent support and awareness,
direct mail solicitation of past custonmers, use of consumer magazi ne and newspaper
advertising to devel op prospects and enhance awareness and distribution of brochures.
Additionally, television and radio spots are used to market its tour and crui se packages.
The Tours narketing nmessage |leverages its 55 years of Alaska tourism|leadership and its
extensive array of hotel and transportation assets to create a brand preference for Tours.
To the prospective vacationer Tours endeavors to convince themthat "Holland America Tours
is Al aska".

Hol |l and Anerica tours are marketed both separately and as part of cruise/tour
packages. Al though nost of Tours cruise/tours include a Holland America cruise as the
crui se segnent, other cruise lines also nmarket Holland Anerica tours as a part of their
crui se/tour packages and sightseeing excursions. Holland Anerica tours sold separately are
mar ket ed t hrough i ndependent travel agents and also directly by Tours, utilizing sales
desks in major hotels. General marketing for the hotels is done through various nedia in
Al aska, Canada and the contiguous U. S. Travel agents, particularly in Al aska, are
solicited, and displays are used in airports in Seattle, Washington, Portland, Oregon and
various Alaskan cities. Roomrates at Westmark Hotels are on the upper end of the scale
for hotels in Alaska and the Canadi an Yukon

Seasonal ity

Tours' tour revenues are highly seasonal with a large nmajority generated during the
|l ate spring and sumer nonths in connection with the Alaska cruise season. Tours' tours
are conducted in Al aska, the Canadi an Yukon and Washi ngton. The Al aska and Canadi an Yukon
tours coincide to a great extent with the Al aska cruise season, May through Septenber.
Washi ngton tours are conducted year-round al though denmand is greatest during the sunmer
months. During periods in which tour demand is | ow Tours seeks to maximize its notor coach
charter activity, such as operating charter tours to ski resorts in Washi ngton

Conpetition

Tours conpetes with i ndependent tour operators and notor coach charter operators in
Al aska, British Colunbia, the Canadian Yukon and Washington. The primary conpetitors in
these areas are Princess Tours,with approximately 215 notor coaches and five hotels, Alaska
Si ght seei ng/ Trav- Al aska, with approximately 12 notor coaches, and comencing in 2001, Roya



Cel ebrity Tours, with approximately 20 nmotor coaches. The primary conpetitor in Washington
is Hesselgrave International, with approximately 35 nptor coaches.

Westmark Hotels conpete with various hotels throughout Al aska, many of which charge
pri ces bel ow those charged by Westnark Hotels. Dining facilities in the hotels also
conpete with the many restaurants in the sane geographi c areas.

Gover nnent Regul ati ons

Tours notor coach operations are subject to regulation both at the federal and state
levels, including primarily the U S. Departnent of Transportation, the Washington Uilities
and Transportation Commission, the British Colunbia Mdtor Carrier Conm ssion, the Yukon
Mot or Transport Board and the Al aska Departnent of Transportation. Certain activities of
Tours involve federal or state properties and may require concession pernits and are
subject to regulation by various federal or state agencies, such as the U S. National Park
Service, the U S. Forest Service and the State of Al aska Departnment of Natural Resources.

In connection with the operation of its beverage facilities in the Westmark Hotel s,
Tours is required to conply with state, county and/or city ordi nances regulating the sale
and consunption of al coholic beverages. Violations of these ordinances could result in
fines, suspensions or revocation of licenses and preclude the sale of any al coholic
beverages by the hotel involved.

In the operation of its hotels, Tours is required to conply with applicable building
and fire codes. Changes in these codes have in the past and may in the future require
expenditures to ensure continuing conpliance.

Fromtime to tine, various other regulatory and | egislative changes have been or may
be proposed that could have an effect on the tour industry in general

Fi nancial I nformation

For financial information about our tour segnent with respect to each of the three
years in the period ended Novenber 30, 2001, see Note 10, "Segnent Information," to our
Consol i dated Financial Statenents in Exhibit 13 to this Annual Report on Form 10-K

E. Enpl oyees

Qur operations have approximtely 5,200 full-tinme and 2,300 part-tinme/seasona
enpl oyees engaged in shoreside operations. W al so enploy approximtely 1,700 officers and
24,000 crew and staff on our 43 ships. Due to the seasonality of its Al aska and Canadi an
operations, HAL and its subsidiaries increase their work force during the sunmer nonths,
enpl oyi ng addi ti onal seasonal personnel which have been included above. W have entered
into agreenents with unions covering certain enployees in our hotel, npotor coach and ship
operations. W consider our enployee and union relations generally to be good.

F. Suppliers

Qur largest purchases are for airfare, advertising, fuel, food and beverages and hote
and restaurant supplies and products and for the construction of our ships. Although we
choose to use a limted nunber of suppliers for nobst of our food and beverages, and hote
and restaurant supplies and products, npbst of these purchases are avail able from nunerous
sources at conpetitive prices. The use of a limted nunber of suppliers enables us to,
anong ot her things, obtain volune discounts. W purchase fuel froma limted nunber of
sources |located at certain of our ports of call. See Part |, Item 1., Business, B. Risk
Factors — for a discussion of the limted nunber of qualified shipyards available to build
our new shi ps.



G I nsurance

We nmmintain insurance covering legal liabilities related to crew, passengers and ot her
third parties on our ships in operation through The West of Engl and Shi powners Mitua
I nsurance Associ ation (Luxenbourg) ("WOE"), Steanship Miutual Underwriting Association Ltd.
(the "SMUAL") and the United Ki ngdom Miutual Steanship Assurance Associ ati on (Bernuda)
Limted (the "UKMSAA"). The anpunt and terns of this insurance is governed by the rul es of
the foregoing protection and i ndemity associ ations.

We nmmintain insurance on the hull and machinery of each ship in anmpbunts equal to the
approxi mate market value of each ship. W nmintain war risk insurance on each ship which
includes legal liability to crew and passengers, including terrorist risks for which
coverage woul d be excluded under WOE, SMUAL and UKMSAA, subject to certain limtations.
The coverage for hull and machinery and war risks is provided by international narine
i nsurance carriers. W, as currently required by the FMC, nmaintain at all tinmes four $15
mllion performance bonds for all of our ships which enbark passengers in U S. ports, to
cover passenger ticket liabilities in the event of a canceled or interrupted cruise. W
al so mai ntain other performance bonds as required by various foreign authorities who
regul ate certain of our operations in their jurisdictions. As a result of the Septenber
11, 2001 attacks, our war risk insurance prenm uns have increased, and we expect nobst of our
other insurance premuns to increase at the tine of their renewals. No assurance can be
given that affordable and viable insurance and reinsurance nmarkets will be available to us
in the future, particularly for war risk insurance.

We nmaintain certain | evels of self-insurance for the above nmentioned risks through the
use of substantial deductibles. We do not typically carry coverage related to | oss of
earni ngs or revenues for our cruise or tour operations.

We al so nmintain various other insurance policies to protect the assets of Tours and
other activities.

H. Tradenarks

We own nunerous trademarks, which we believe are wi dely recogni zed throughout the

worl d and have consi der abl e val ue.

Item 2. Properties

Qur cruise ships, which are all owned by us, and our private island, Half Mon Cay,
are described in Part I, Item1l. Business, C Cruise Segment — Cruise Ships and Itineraries
and our cruise ships under construction are described in Note 7, "Conmitnents,"” to the
Consol i dated Financial Statenents in Exhibit 13 to this Annual Report on Form 10-K. The
properties associated with Tours operations are described in Part |, Item 1. Business, D
Tour Segnent.

Carnival's principal shoreside operations and its headquarters and our corporate
headquarters are |l ocated at 3655 NNW 87th Avenue, Mam, Florida. These facilities are
owned by us and have approxi mately 456, 000 square feet of office space. HAL's principa
shoresi de operations and its headquarters are located at 300 Elliott Avenue West in
Seattle, Washington in approxinately 154,000 square feet of |eased office space. Costa's
princi pal shoreside operations and its headquarters are located in Genoa, Italy in
approxi mately 125,000 square feet of owned and | eased space. Cunard Line Linmted' s
princi pal shoreside operations and its headquarters are |located at 6100 Bl ue Lagoon Drive
in Mam, Florida in approxi mately 51,000 square feet of |eased office space. W also
| ease space in Colorado Springs, Colorado for use as an additional reservation center and
have | eases for additional office space in Southanpton and London, England and Hol | ywood,



Florida for Cunard's U K operations and our U K sales and shipbuilding technical service
offices and for Costa's South Florida sales office.

Qur cruise ships, tour properties, shoreside operations and headquarter facilities are
wel | maintained and in good condition. W evaluate our needs periodically and obtain
additional facilities when deenmed necessary and we believe that these facilities are
adequate for our current needs.

Item 3. Legal Proceedings

One action has been filed against Tours and one action has been filed agai nst Costa on
behal f of purported classes of persons who paid port charges to Tours or Costa, alleging
that statenents nmade in advertising and pronotional materials concerning port charges were
false and nisleading (collectively, the "Passenger Conplaints"). The Passenger Conplaints
al l ege violations of the various state consuner protection acts and clains of fraud,
conversion, breach of fiduciary duties and unjust enrichnent. Plaintiffs seek conpensatory
damages, or alternatively, refunds of portions of port charges paid, attorneys' fees,
costs, prejudgnent interest, punitive danages and injunctive and declaratory relief. The
status of each pendi ng Passenger Conplaint is as follows:

In April 1996, a Passenger Conplaint was filed against Tours in the Superior

Court in King County, Washington, by Francine Pickett and others on behalf of a
purported nationwi de class. In April 1998 Tours entered into a settlenent agreenent,
whi ch was approved by the court. However, one nenber of the settlenent class appeal ed
the agreenent. |In August, 2000, the Washington Court of Appeals refused to approve
the settlenent that had been reached by Tours in its Passenger Conplaint and instead
remanded the case to the trial court. |In Decenber 2001, the Washi ngton Suprene Court
reversed the decision of the Court of Appeals. This reversal, which had been sought
by Tours, reinstates that settlenent that had been agreed to with the class
representatives providing for the issuance of vouchers to certain passengers. The one
menber of the settlenent class who originally appeal ed the agreement had requested
that the Washi ngt on Suprene Court reconsider its decision reversing the decision of
the Court of Appeals in this matter. |n February 2002, this request was denied.

I n Septenber 1996, a Passenger Conplaint was filed against Costa in the Circuit Court
for the Eleventh Judicial Circuit in Mam-Dade County, Florida by M. & Ms. Latnman
on behalf of a purported nationw de class. These proceedings, including Costa's
appeal to the Florida Supreme Court of the Third District Court of Appeals' order to
the trial court to certify the class, have been stayed pending the outcome of ongoing
settl ement negoti ations.

Several actions (collectively the "ADA Conpl aints") have been fil ed agai nst Carnival
Costa, Cunard and Tours alleging that they violated the Anericans with Disabilities Act of
1990 by failing to nake certain cruise ships accessible to individuals with disabilities.
The plaintiffs seek injunctive relief to require nodifications to certain vessels to
i ncrease accessibility to disabled passengers and fees and costs. The status of each
pendi ng ADA Conplaint is as follows:

On Decenber 17, 1998, an ADA Conplaint was filed against Carnival by Access Now, Inc.
and Edward S. Resnick in the U S. District Court for the Southern District of Florida.
Carnival and the plaintiffs agreed to settle this action pursuant to an agreenent that
Carnival will make certain nodifications to its then existing 15 ships with an option
to include future ships into the settlenent agreement. The court approved the

settl ement on Cctober 31, 2001 and closed the case. No appeal has been filed and the
time for appeal has expired.

On August 29, 2000, an ADA Conplaint was filed against Cunard by Access Now, Inc. and
Edward S. Resnick in the U S. District Court for the Southern District of Florida.



Cunard filed an answer to the conplaint on Novenber 10, 2000. G ven the settlenent
reached in the case against Carnival, the plaintiff has agreed to disniss the ADA
Conpl ai nt agai nst Cunard wi thout prejudice pending settlenent negotiations which are
ongoi ng.

On August 28, 2000, Access Now, Inc. and Edward S. Resnick also filed conplaints in
the U.S. District Court for the Southern District of Florida against Costa and Tours.
These conplaints seek nodifications to vessels to increase accessibility to disabled
passengers. These cases have been transferred before the sanme judge. Costa's and
Tours' notions to dism ss these actions were deni ed.

Several actions were filed against us and four of our executive officers by a
purported class of persons who purchased our comon stock between February 25, 1999 and
February 16, 2000 alleging that statenents nmade in our public filings relating to
conmpliance with applicable safety regulations were in violation of Section 10(b) of the
Securities Exchange Act of 1934 and Rule 10b-5 thereunder. The conplaints also allege
violations by the individual defendants as controlling persons under Section 20(a) of the
Securities Exchange Act of 1934. In Novenber 2000, the plaintiffs filed a consolidated
anended conplaint in the U S. District Court for the Southern District of Florida (the
"Stock Purchaser Conplaint"). The Stock Purchaser Conplaint seeks certification of a class
action, an award or unspecified conpensatory danages, attorneys' and expert fees and costs.
On February 5, 2001, we filed a notion to dismss the Stock Purchaser Conplaint. The
nmotion to disniss has been fully briefed, and we are awaiting the judge's ruling.

I n August 2000, we received a grand jury subpoena signed by an Assistant U S. Attorney
in the Southern District of Florida. The subpoena demanded the production of docunents
concerni ng environnental practices of ships operated by us and conpliance with
environnmental |aws and regul ations. W have produced docunents in response to the
subpoena, have cooperated with the governnent's investigation and our enployees have
provi ded i nformati on regardi ng environnental conpliance to the Ofice of the U S. Attorney
for the State of Florida. W continue to engage in settlenent discussions with the Ofice
of the U S. Attorney for the Southern District of Florida. No charges have been | odged
agai nst us as of this date, however, such charges may be | odged in the future.

On Novenber 22, 2000, Costa instituted arbitration proceedings in ltaly to confirmthe
validity of its decision not to deliver its ship, the Costa Classica, to the shipyard of
Cammel | Laird Hol dings PLC ("Cammel|l Laird") under a $70 nmillion contract for the
conversion and | engthening of the ship. Canmell Laird joined the arbitration proceedi ng on
January 9, 2001 to present its counter demands. On January 9, 2001, Costa gave Camel |
Laird notice of termination of the contract and Cammell Laird replied with its notice of
term nation of the contract on February 2, 2001. It is expected that the arbitration
tribunal's decision will be nmade in nid-2003 at the earliest.

On February 23, 2001, Holland Anerica Line-USA, Inc. ("HAL, Inc."), one of our
subsidi ari es, received a subpoena froma grand jury sitting in the U S. District Court for
the District of Alaska. The subpoena requests that HAL, Inc. produce docunents and records
relating to the air enissions fromHolland Anerica ships in Alaska. HAL, Inc. is
respondi ng to the subpoena.



Item 4. Subm ssion of Matters to a Vote of Security Hol ders

None.

Executive Oficers of the Registrant

Pursuant to General Instruction (3), the information regarding our executive officers
called for by Item 401(b) of Regulation S-Kis hereby included in Part | of this Annual
Report on Form 10-K.

The following table sets forth the nane, age and title of each of our executive
officers. Titles |listed relate to positions within Carnival Corporation unless otherw se
not ed.

NAME AGE PCOSI TI ON

Ri chard D. Anes 54 Vice President — Audit Services

M cky Arison 52 Chairman of the Board of Directors
and Chi ef Executive Oficer

Gerald R Cahill 50 Senior Vice President-Finance and Chi ef
Fi nancial O ficer

Panel a C. Conover 46 President and Chief Operating Oficer of
Cunard Line Limted

Robert H. Di ckinson 59 President and Chief Operating Oficer
of Carnival and Director

Kenneth D. Dubbin 48 Vi ce President-Corporate Devel opnent

Pi er Luigi Foschi 54 Chairman and Chi ef Executive O ficer of Costa
Crui ses, S.p. A

Howard S. Frank 60 Vice Chairman of the Board of Directors
and Chief Operating Oficer

lan J. Gaunt 50 Senior Vice President - International

A. Kirk Lanternman 70 Chairman of the Board of Directors, President,

and Chi ef Executive Oficer of

Hol | and Anerica Line-Wstours Inc.

and Director
Arnal do Perez 42 Vice President, General Counsel and Secretary
Lowel I Zemmi ck 58 Vice President and Treasurer

Busi ness Experience of Oficers

Ri chard D. Ames has been Vice President — Audit Services since January 1992. From
Oct ober 1989 to January 1992 he was the Director of Internal Audit. From February 1983

until October 1989 he was Director of Internal Audit for Resorts International, Inc. He
was a managenent consultant with International Intelligence, Inc., a subsidiary of Resorts
International, Inc.from January 1979 to February 1983.

M cky Arison has been Chief Executive Oficer since 1979 and Chairnman of the Board of
Directors since 1990. He was President from 1979 to May 1993 and has al so been a director
since June 1987. Prior to 1979, he served Carnival for successive two-year periods as a
sal es agent, a reservations manager and as Vice President in charge of passenger traffic.

Gerald R Cahill has been Senior Vice President-Finance, Chief Financial Oficer and
Chi ef Accounting O ficer since January 1998. From Septenber 1994 to January 1998 he was
Vi ce President-Finance. He was Chief Financial Oficer from 1988 to 1992 and Chi ef
Operating Oficer from 1992 to 1994 of Safecard Services, Inc. From 1979 to 1988 he held
financial positions at Resorts International Inc. and, prior to that, spent six years with
Price Wt erhouse.



Panel a C. Conover has been President and Chief Operating Oficer of Cunard Line
Limted since February 2001. She was Chief Operating Oficer of Cunard Line Limted from
June 1998 to January 2001. From May 1995 to May 1998, she was Vice President of Strategic
Pl anning for Carnival Corporation. From May 1994 to April 1995, she was President and
Chi ef Operating Oficer of Epirotiki Cruise Line, which was a Carnival Corporation joint
venture. From Septenber 1985 until April 1994, she worked for Citicorp, New York,
specializing in financing and advi sory services for shipping conpanies.

Robert H. Dickinson has been President and Chief Operating O ficer of Carnival since
May 1993. From 1979 to May 1993, he was Senior Vice President-Sales and Marketing of
Carnival. He has also been a director since June 1987.

Kenneth D. Dubbin has been Vice President—-Corporate Devel opnent since May 1999. From
1988 to April 1999 he was Vice President and Treasurer of RCL.

Pi er Luigi Foschi has been Chief Executive Oficer of Costa Cruises, S.p.A since
Oct ober 1997 and Chairman of its Board since January 2000. From 1974 to 1997, he held
senior positions with OTN'S, a world leader in the field of elevators, which is a subsidiary
of United Technol ogi es Corporation, and from 1990 to 1997 was Executive Vice President of
Qis's Asia-Pacific operations.

Howard S. Frank has been Vice Chairman of the Board of Directors since October 1993,
Chi ef Operating Oficer since January 1998 and a director since April 1992. From July 1989
to January 1998, he was Chief Financial Oficer and Chief Accounting Oficer and from July
1989 to October 1993 he was Senior Vice President-Finance. FromJuly 1975 through June
1989 he was a partner with Price Wterhouse.

lan J. Gaunt is an English Solicitor and has been Senior Vice President-I|nternational
since May 1999. He was a partner of the London-based international law firmof Sinclair,
Roche and Tenperley from 1982 through April 1999 where he represented us as speci al
external |egal counsel since 1981.

A. Kirk Lanterman is a Certified Public Accountant and has been a director since April
1992. He has been Chairman of the Board of Directors, President and Chief Executive Oficer
of Holland Anerica Line-Westours Inc. ("HALW) since August 1999. From March 1997 to
August 1999, he was Chairman of the Board of Directors and Chief Executive Oficer of HALW
From Decenber 1989 to March 1997, he was President and Chief Executive Oficer of HALW
From 1983 to 1989 he was President and Chief Operating Oficer of HALW From 1979 to 1983,
he was President of Westours, Inc. which nmerged with Holland America Line in 1983.

Arnal do Perez has been Vice President, General Counsel and Secretary since August
1995. He was Assistant General Counsel fromJuly 1992 to July 1995. Prior to joining
Carnival Corporation, he was a partner at the law firmof Weil, Lucio, Mandler, Croland &
Steele in Mam , Florida.

Lowell| Zemmick is a Certified Public Accountant and has been a Vice President since
1980 and Treasurer since Septenber 1990 and from May 1987 to June 1989 was Chi ef Financi al
Officer. He was Chief Financial Oficer of Carnival from 1980 to Septenber 1990.



PART |1

Item5. Market for the Registrant's Common Equity and Rel ated Stockhol der Matters

A. Mar ket | nfornmation

The information required by Item 201(a) of Regulation S-K, Market Infornmation, is
shown in Exhibit 13 and is incorporated by reference into this Annual Report on Form 10-K

B. Hol der s

The information required by Item 201(b) of Regul ation S-K, Holders of Commpn Stock, is
shown in Exhibit 13 and is incorporated by reference into this Annual Report on Form 10-K

C. Di vi dends

We decl ared cash dividends on all of our commopn stock in the anmbunt of $.105 per share
in each of the quarters of fiscal 2001 and 2000 and in the first quarter of fiscal 2002
Payment of future dividends on our commbpn stock will depend upon, anobng other factors, our
earnings, financial condition and capital requirenents. W may al so declare speci al
dividends to all stockholders in the event that nenbers of the Arison fanily and certain
related entities are required to pay additional incone taxes by reason of their ownership
of our common stock because of an incone tax audit of ourselves.

The Republic of Panama does not currently have tax treaties with any other country.
Under current |law we believe that distributions to our sharehol ders, other than residents
of Panama or other business entities conducting business in Panana, are not subject to
taxation under the |l aws of the Republic of Panana. Dividends that we pay to U S. citizens,
residents, corporations and to foreign corporations doing business in the US., to the

extent treated as "effectively connected” income, will be taxable as ordinary incone for
U.S. federal incone tax purposes to the extent of our current or accunul ated earni ngs and
profits, but generally will not qualify for any dividends-received deduction

The paynent and ampunt of any dividend is within the discretion of the Board of
Directors, and it is possible that the anpunt of any dividend may vary fromthe | evels
di scussed above.

D. Recent Sal es of Unregistered Securities

On April 25, 2001, we sold $600 nillion aggregate principal anmount of 2% convertible
notes and on October 24 and 26, of 2001, we sold an aggregate of $1,051, 175,000 of zero-
coupon convertible notes, for which we received gross cash proceeds of $500 million, in
private offerings to Merrill Lynch & Co., as the initial purchasers. These notes were
simul taneously resold by the initial purchaser in transactions exenpt fromregistration
requi renents of The Securities Act to persons reasonably believed by the initial purchaser
to be "qualified institutional buyers" (as defined in Rule 144A under the Securities Act.)
The aggregate gross underwriting discounts for these transactions was approxi mately $22
mllion. The proceeds fromthe issuance of our 2% convertible notes were used to repay
some of our outstanding conmercial paper due in 2001 and for general corporate purposes.
The proceeds fromthe i ssuance of our zero-coupon notes were used primarily to repay
exi sting bank indebtedness and to make in full the approximtely $300 nmillion final paynent
for Carnival's new ship, the Carnival Pride, in Decenber 2001. See Note 6, "Long-Term
Debt," to our Consolidated Financial Statenents in Exhibit 13 to this Annual Report on Form
10-K for nore information on these notes.

The above described sal es were nade wi thout general solicitation or advertising. W
have filed registration statenents on Form S-3 covering the resale of the notes and
under |l yi ng conmon stock issued in those sales. All net proceeds fromthe sale of such



securities will go to the selling sharehol ders who offer and sell their securities. W
have not received and will not receive any proceeds fromthe sale of these notes or
under | yi ng conmon stock other than the proceeds fromthe initial sale of such notes.

ltem 6. Selected Financial Data

The information required by Item 6, Selected Financial Data, is shown in Exhibit 13
and is incorporated by reference into this Annual Report on Form 10-K

Item 7. Managenent's Discussion and Anal ysis of Financial Condition and
Resul ts of Operations

The information required by Item 7, Managenment's Di scussion and Anal ysis of Financi al
Condition and Results of Operations, is shown in Exhibit 13 and is incorporated by
reference into this Annual Report on Form 10-K

Item 7A. Quantitative and Qualitative Disclosures About Market Risk

The information required by Item 7A, Quantitative and Qualitative Disclosures About
Mar ket Ri sk, is shown in Exhibit 13 and is incorporated by reference into this Annual
Report on Form 10-K.

Item 8. Financial Statenents and Suppl enentary Data

The financial statenments, together with the report thereon of PricewaterhouseCoopers
LLP dated January 29, 2002, except as to Note 18 which is dated February 15, 2002, and the
Sel ected Quarterly Financial Data (Unaudited), are shown in Exhibit 13 and is incorporated
by reference into this Annual Report on Form 10-K.

Item 9. Changes in and Di sagreenments with Accountants on
Accounting and Financial Disclosure

None.
PART 111

Itens 10, 11, 12 and 13. Directors and Executive Oficers of the
Regi strant, Executive Conpensation, Security Owmership of Certain
Beneficial Omers and Managenment, and Certain Rel ati onshi ps and
Rel at ed Transacti ons

The information required by Itens 10, 11, 12 and 13 is incorporated herein by
reference to our definitive Proxy Statement to be filed with the Conm ssion not |ater than
120 days after the close of the fiscal year, except that the information concerning our
executive officers called for by Item 401(b) of Regulation S-Kis included in Part | of
this Annual Report on Form 10-K.



PART |V

Item 14. Exhibits, Financial Statenment Schedul es and Reports on Form 8-K

(a) (1)(2) Financial Statenents and Schedul es:

The financial statements shown in Exhibit 13 are hereby incorporated herein by
ref erence

(3) Exhibits:
The exhibits listed on the acconpanying Exhibit Index are filed or incorporated by
reference as part of this Annual Report on Form 10-K and such Exhi bit Index is hereby
i ncorporated herein by reference.
(b) Reports on Form 8-K
We filed current reports on Form 8-K on Septenber 20, 2001 (ltenms 5 and 7), COctober

19, 2001 (Itens 5 and 7), COctober 23, 2001 (Item5), COctober 25, 2001 (Itens 5 and 7),
Oct ober 29, 2001 (Item 5) and Novenber 7, 2001 (ltem9).



SI GNATURES

Pursuant to the requirenents of Section 13 or 15(d) of the Securities Exchange Act of
1934, the Registrant has duly caused this report to be signed on its behalf by the
undersi gned, thereunto duly authorized, in the City of Manm, and the State of Florida on
this 26 day of February 2002.

CARNI VAL CORPORATI ON

By /s/ Mcky Arison
M cky Arison
Chai rman of the Board of
Directors and Chief
Executive O ficer

Pursuant to the requirenents of the Securities Exchange Act of 1934, this report has
been signed below by the follow ng persons on behalf of the Registrant and in the
capacities and on the dates indicated.

/s/ Mcky Arison Chai rman of the Board of February 26, 2002
M cky Arison Directors and Chief Executive
O ficer
/'s/ Howard S. Frank Vi ce Chairnman of the Board of February 26, 2002
Howard S. Frank Directors and Chief Operating
O ficer
/sl Gerald R Cahill Seni or Vice President-Fi nance February 26, 2002
Gerald R Cahill and Chi ef Financial and

Accounting Officer

/s/ Shari Arison Di rector February 26, 2002
Shari Arison

/'s/ Maks L. Birnbach Di rector February 26, 2002
Maks L. Birnbach

/s/ Richard G Capen, Jr.Director February 26, 2002
Ri chard G Capen, Jr.

/s/ Robert H. Dickinson Director February 26, 2002
Robert H. Di cki nson

/sl Arnold W Donal d Di rector February 26, 2002
Arnold W Donal d

/sl Janes M Dubin Di rector February 26, 2002
James M Dubin

/sl A Kirk Lanternman Di rector February 26, 2002
A. Kirk Lanternman

/s/ NModesto A. Maidique Director February 26, 2002
Modest o A. Mai di que

/s/ Stuart Subotnick Di rector February 26, 2002
Stuart Subot ni ck




/'s/ Sherwood M Wei ser Di rect or
Sherwood M Wei ser

Di rect or

Meshul am Zoni s

/sl Uzi Zucker Di rect or
Uzi Zucker

February 26, 2001

February 26, 2002



| NDEX TO EXHI BI TS

Page No. in

Sequenti al

Nunberi ng

System

Exhi bits

3.1-Second Anended and Restated Articles of Incorporation of the Conpany. (1)

3. 2- Arendnment to Second Anended and Restated Articles of Incorporation of the Conpany. (2)
3.3-Certificate of Anendnent of Articles of Incorporation of the Conpany. (3)

3.4-Form of By-laws of the Conpany. (4)

4. 1- Agreenment of the Conpany dated February 26, 2002 to furnish certain debt instrunents to
the Securities and Exchange Conmi ssi on.

10. 1- Retirenent and Consulting Agreenent dated Novermber 20, 2001 between Alton Kirk
Lanterman, Carnival Corporation and Holl and Anerica Line-Wstours Inc.

10. 2- Executi ve Long-term Conpensati on Agreenent dated January 16, 1998 between Robert H.
Di cki nson and Carnival Corporation. (5)

10. 3-1994 Carnival Cruise Lines Key Managenent |ncentive Plan as anmended on July 17, 2000.
(6)

10. 4- Arended and Restated Carnival Corporation 1992 Stock Option Plan. (7)

10.5-Carnival Cruise Lines, Inc. 1993 Restricted Stock Plan adopted on January 15, 1993 and
as amended January 5, 1998 and Decenber 21, 1998. (8)

10. 6- Carni val Corporation "Fun Ship" Nonqualified Savings Plan. (9)

10.7 - Arendnents to The Carnival Corporation Nonqualified Retirement Plan for Highly
Conpensat ed Enpl oyees. (10)

10.8-Carnival Cruise Lines, Inc. Non-Qualified Retirenment Plan. (11)
10. 9-2001 Qutside Director Stock Option Plan

10.10- Revolving Credit Agreenent dated June 26, 2001, by and anobng Carnival Corporation,
The Chase Manhattan Bank and various other |enders. (12)

10. 11- Consul ting Agreenent/Regi stration Ri ghts Agreenent dated June 14, 1991, between the
Conpany and Ted Arison. (13)

10.12-First Anendnent to Consulting Agreenent/Registration Rights Agreenent. (14)
10.13-Arnold W Donald Director's Agreenent. (15)

10. 14- Meshul am Zonis Director's Agreenent. (16)

10. 15- Maks L. Birnbach Director's Agreenent. (17)

10. 16- Stuart Subotnick Director's Agreenent. (18)

10.17- Sherwood M Weiser Director's Agreenent. (19)



10. 18- Uzi Zucker Director's Agreenent. (20)
10.19-James M Dubin Director's Agreenent. (21)

10. 20- Modesto M Mai di que Director's Agreenent. (22)
10. 21-Richard G Capen Director's Agreenent. (23)

10. 22-Shari Arison Dorsnan Director's Agreenent. (24)

10. 23- Executi ve Long-term Conpensati on Agreenent dated January 11, 1999, between the
Conpany and M cky Arison. (25)

10. 24- Executi ve Long-term Conpensati on Agreenent dated January 11, 1999, between the
Conmpany and Howard S. Frank. (26)

10. 25- Registration Rights Agreenent, dated as of October 24, 2001, between Carniva
Corporation and Merrill Lynch & Co., Merrill Lynch, Pierce, Fenner & Smith |ncorporated.
(27)

10. 26- Second Suppl enental | ndenture, dated as of COctober 24, 2001, between Carniva
Corporation and U. S. Bank Trust National Association, as trustee, creating a series of
securities designated Liquid Yield Option-TM Notes due 2021 (Zero Coupon--Senior). (28)
10. 27- 1 ndenture, dated as of April 25, 2001, between Carnival Corporation and U S. Bank
Trust National Association, as trustee, relating to unsecured and unsubordi nated debt
securities. (29)
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EXHBIT 4.1

February 26, 2002

Securities and Exchange Conmi ssion
450 Fifth Street, N W

Judi ciary Plaza

Washi ngton, DC 20549

RE: Carnival Corporation
Conmi ssion File No. 1-9610

Gent | enmen:

Pursuant to Item 601 (b) (4) (iii) of Regulation S-K pronul gated under the Securities
Exchange Act of 1934, as anmended, Carnival Corporation (the "Conpany") hereby agrees to
furnish copies of certain long-termdebt instruments to the Securities and Exchange
Conmi ssi on upon the request of the Comm ssion, and, in accordance with such regul ation,

such instrunments are not being filed as part of the Annual Report on Form 10-K of the
Conmpany for its fiscal year ended Novenber 30, 2001.

Very truly yours,
CARNI VAL CORPORATI ON
/'s/ Arnal do Perez

Arnal do Perez
Vi ce President, General Counse



EXH BIT 10.1

RETI REMENT AND CONSULTI NG AGREEMENT

AGREEMENT made this 20'" day of Novenber, 2001 between CARNI VAL CORPORATI ON, having its
principal place of business at 3655 Northwest 87'" Avenue, Mam, Florida 33178, and its
whol | y owned subsidiary, Holland Anerica Line - Westours, Inc., having its principal place
of business at 300 Elliott Avenue West, Seattle, Washington 98119 (collectively, the
“Conpani es”) and Alton Kirk Lanterman, (“Lanternan”), residing at 714 West Galer Street,
Seattl e, Washington, 98119.

RECI TALS
Lanterman has served as Chairnman or President and Chief Executive O ficer of Holland
Anmerica Line-Wstours Inc. (“HAL") since January 1989 and has perforned exenplary service

during said years.

The Conpani es desire to conpensate Lanterman for such exenplary service by way of
retirenent pay.

C. The Conpanies desire to retain Lanterman’s consulting services foll owi ng such
retirenent on the terns set forth in this Agreenent.

I N CONSI DERATI ON of past services as related above and the consulting services related
below, it is agreed as foll ows:

Conpensati on For Past Services and Consulting Services

For a period of fifteen (15) years following the date of retirenent by Lanternman from
active services with the Conpanies (the “Retirenent Date”), the Conpanies shall pay to
Lanterman, in nonthly installnments of $141,500, an annual conpensation of $1,698, 000.

In the event of Lanternman’s death prior to the Retirement Date, or prior to the fifteenth
anniversary of the Retirenent Date, the unpaid balance of this total conpensation
($25,470,000) shall be paid in full to Lanterman’s estate within 30 days of his death. The
unpai d bal ance shall be its then present value calculated by utilization of an interest
rate of 8.5% per year.

Consul ti ng Services

Commenci ng on the Retirenent Date and for a period of fifteen (15) years, Lanternan agrees
to performconsulting services for the Conpanies in regard to the business operations of
HAL upon the specific witten request of the Conpanies. Such services shall be provided
during normal business hours, on such dates, for such time and at such |locations as shal

be agreeable to Lanterman. Such services shall not require nore than five (5) hours in any
cal endar nonth, unless expressly consented to by Lanterman, whose consent may be withheld
for any reason whatsoever. The Conpanies will reinburse Lanterman for any out-of - pocket
expenses incurred by himin the perfornmance of said services.

I ndependent Contract or

Lant erman acknowl edges that commencing on the Retirement Date, he will be solely an
i ndependent contractor and consultant. He further acknow edges that he will not consider
himself to be an enpl oyee of the Conpanies and will not be entitled to any enpl oyment

rights or benefits of the Conpani es.

Confidentiality

Lanterman will keep in strictest confidence, both during the termof this Agreenent and



subsequent to termnation of this Agreenent, and will not during the termof this Agreenent
or thereafter disclose or divulge to any person, firmor corporation, or use directly or
indirectly, for his own benefit or the benefit of others, any confidential infornation of
the Conpanies, including, without limtation, any trade secrets respecting the business or
affairs of the Conpanies which he may acquire or develop in connection with or as a result
of the performance of his services hereunder. In the event of an actual or threatened
breach by Lanterman of the provisions of this paragraph, the Conpanies shall be entitled to
injunctive relief restraining Lanterman fromthe breach or threatened breach as its sole
remedy. The Conpani es hereby waive their rights for danages, whether consequential or

ot herw se.

Enf or ceabl e
The provisions of this Agreenent shall be enforceable notw thstanding the existence of any
claimor cause of action of Lanternman agai nst the Conpanies, or the Conpani es agai nst

Lant erman, whether predicated on this Agreenent or otherw se

Appl i cabl e Law

This Agreenent shall be construed in accordance with the laws of the State of Washington
and venue for any litigation concerning an alleged breach of this Agreement shall be in
Ki ng County, Washington, and the prevailing party shall entitled to reasonable attorney’'s
fees and costs incurred.

Entire Agreenment

This Agreenent contains the entire agreenment of the parties relating to the subject matter
hereof. A sinilar agreenent of Novenber 2000 shall becone null and void upon the execution
of this Agreenent. Any notice to be given under this Agreenent shall be sufficient if it
isinwiting and is sent by certified or registered nail to Lanterman or to the Conpanies
to the attention of the President, or otherwi se as directed by the Conpanies, fromtine to
time, at the addresses as they appear in the opening paragraph of this Agreenent.

Wai ver

The wai ver by either party of a breach of any provision of this Agreenent shall not operate
or be construed as a wai ver of any subsequent breach

I N WTNESS WHEREOF, the Conpani es and Lanternman have duly executed this agreenent as of the
day and year first above witten.

CARNI VAL CORPORATI ON

By: /s/ Howard S. Frank

Howard S. Frank
Its: Vice Chairman

HOLLAND AMERI CA LI NE- WVESTOURS | NC.

By: /s/ Larry Cal kins
Larry Cal ki ns
Its: V.P. — Finance, CFO




/'s/ Alton Kirk Lanternan
Si ghat ure

Al ton Kirk Lanternan
Print Full Nane




EXHI BIT. 10. 9

CARNI VAL CORPORATI ON

2001 ouUTSI DE DI RECTOR STOCK OPTI ON PLAN

(adopted by the Board of Directors on February 16, 2001
approved by the shareholders on April 17, 2001, effective as
of January 1, 2001, anended by the Board of Directors on
Cctober 8, 2001)

CARNI VAL CORPORATI ON, a Pananmni an corporation (the “Conpany”), hereby formulates and
adopts the following 2001 CQutside Director Stock Option Plan (the “Plan”) for Eligible
Directors of the Conpany.

1. Purpose. The purpose of the Plan is to pronpbte the interests of the Conpany and
its sharehol ders by strengthening the Conpany’s ability to attract and retain the services of
experi enced and know edgeabl e nonenpl oyee directors and by encouraging such directors to
acquire an increased proprietary interest in the Conpany.

2. Admi ni stration. The Plan shall be adm nistered by the Plan Admi nistration Conmittee
of the Board of Directors (the “Conmttee”).

Subj ect to the express provisions of the Plan, the Committee shall have plenary authority
to interpret the Plan, to prescribe, anend and rescind the rules and regulations relating to
it and to nake all other determ nations deened necessary and advi sable for the adm nistration
of the Plan. No nenber of the Commttee shall be liable for anything done or omitted to be
done by himor by any other nenber of the Committee in connection with the Plan, except for
his own willful msconduct or gross negligence. Al decisions which are nade by the Conmittee
with respect to interpretation of the terns of the Plan and with respect to any questions or
di sputes arising under the Plan shall be final and binding on the Conpany and the participants,
their heirs or beneficiaries. The Committee shall not be enpowered to take any action, whether
or not otherw se authorized under the Plan, which would result in any Eligible Director failing

to qualify as a “disinterested person.” A mpjority of the Committee will constitute a quorum
and the acts of a majority of the nenmbers present at any neeting at which a quorumis present,
or acts approved in witing by all menmbers of the Commttee without a neeting, will be acts

of the Committee.

3. Common Stock Subject to Options. Subject to the adjustnment provisions of
Par agraph 15 bel ow, a maxi mum of 800, 000 shares of Conmobn Stock, par value $.01 per share, of
the Conpany (the “Commpn Stock”) may be nade subject to options granted under the Plan. |If,

and to the extent that, options granted under the Plan shall terminate, expire or be cancel ed
for any reason without having been exercised, new options nmay be granted in respect of the
shares covered by such term nated, expired or cancel ed options. The granting and such terns
of such new options shall conply in all respects with the provisions of the Plan.

Shares sold upon the exercise of any option granted under the Plan may be shares of
aut hori zed and uni ssued Conmon Stock, shares of issued Commobn Stock held in the Conpany’s
treasury, or both.

There shall be reserved at all tinmes for sale under the Plan a nunber of shares, of
ei ther authorized and uni ssued shares of Commobn Stock, shares of Commopbn Stock held in the
Conpany’s treasury, or both, equal to the maxi mum nunber of shares which nay be purchased
pursuant to options granted or that nay be granted under the Pl an.

4, Participation in Plan. Each nenber of the Conpany’'s Board of Directors
(a “Director”) who is not otherw se an enpl oyee of the Conpany or any subsidiary of the Conpany
within the nmeaning of the Enployee Retirenment Income Security Act of 1974 (an “Eligible
Director”) shall be eligible to participate in the Plan. A Director who is an enpl oyee and
who retires or resigns fromenployment with the Conmpany and/or its affiliates, but remains an




Eligible Director of the Conpany, shall becone eligible to participate in the Plan in
accordance with Paragraph 5, effective as of the first annual neeting of sharehol ders held
after his term nation of enploynent.

5. Option Grants. Each Eligible Director shall receive upon initial election to
of fice by the sharehol ders and thereafter annually on the date of the Conpany’s annual neeting
of sharehol ders at which such Eligible Director is re-elected to office or on any other date
properly approved pursuant to this Paragraph (the “Grant Date”) an option to acquire 6,000
shares of Conmon Stock at a price as set forth in Paragraph 6. The Board of Directors may
authorize a Grant Date other than the date of the Conpany’s annual neeting of sharehol ders
provided that options to acquire no nore than 6,000 shares of Common Stock are authorized for
or attributable to any given cal endar year.

An Eligible Director receiving an option pursuant to the Plan is hereinafter referred
to as an “Optionee”.

6. Price. The option price of each share of Commpbn Stock purchasabl e under any option
granted pursuant to the Plan shall be the Fair Market Val ue (as defined bel ow) thereof at the
time the option is granted.

For purposes of the Plan, “Fair Market Value” of a share of Commpn Stock means the
average of the high and |ow sales prices of a share of Common Stock on the New York Stock
Exchange Conposite Tape on the date in question. |f shares of Conmon Stock are not traded on
the New York Stock Exchange on such date, “Fair Market Value” of a share of Conmmon Stock shal
be determned by the Conmttee in its sole discretion

7. Vesting. Each grant of options shall vest and becone exercisable in five equa
annual installnents beginning one year fromthe G ant Date.

8. Duration of Options. Any options granted prior to the approval of the Plan by the
shar ehol ders of the Conmpany shall not vest or be exercisable or transferable in any manner
until such sharehol der approval is obtained at the next Annual Meeting of the Sharehol ders
foll owi ng adoption of the Plan by the Board of Directors. |f such sharehol der approval is not

obtai ned at such neeting, all options issued pursuant to the Plan shall be cancel ed and deened
null and void. Each option granted hereunder shall be exercisable for a period of ten years
fromthe date of grant.

9. Exerci se of Options. An option granted under this Plan shall be deened exercised
when the person entitled to exercise the option (a) delivers witten notice to the Conpany at
its principal business office, directed to the attention of its Secretary, of the decision to
exercise, specifying the nunber of shares with respect to which the option is exercised and
the price per share designated in the option agreenent, (b) concurrently tenders to the Conpany
full paynent for the shares of Common Stock to be purchased pursuant to such exercise, and (c)
conplies with such other reasonable requirenents as the Committee establishes pursuant to
Par agraph 2 of the Plan.

Ful | paynent for shares of Common Stock purchased by the Optionee shall be nade at the
time of any exercise, in whole or in part, of an option, and certificates for such shares shal
be delivered to the Optionee as soon thereafter as is reasonably possible. No shares of Comon
Stock shall be transferred to the Optionee until full paynent therefor has been made and the
Optionee shall have none of the rights of a shareholder with respect to any shares of Comon
Stock subject to an option until a certificate for such shares shall have been issued and
delivered to the Optionee. Such paynent shall be nade in cash or by check or by noney order
payable to the Conpany, in each case payable in U S. currency. In the Comrmittee s discretion
such paynent nmay be nmade by delivery of shares of Commobn Stock that have been held for at |east
six (6) nmonths or were purchased on the open market, having a fair market val ue (determ ned
as of the date of the option is so exercised in whole or in part), that, when added to the
val ue of any cash, check, prom ssory note or noney order satisfying the foregoing requirenents,



wi |l equal the aggregate purchase price.

10. Term nation of Service.

(a) Death or Disability. Upon an Optionee’s term nation of service due to death
or Disability (as defined in the Conpany's long termdisability plan), all unvested options
shall imediately vest and becone exercisable and all vested options shall continue to be
exerci sabl e by the Optionee or his estate, as applicable, until the earlier to occur of (i)
the original expiration date of such option, and (ii) one year fromthe date of termnation
of services; provided, however, that if the Optionee dies during the one year period follow ng
his Disability, the vested options shall remain exercisable until the one year anniversary of
his death (unless the options expire earlier by their original terms).

(b) Ot her Term nati on. Except as provided in the last sentence of this
par agr aph, upon an Optionee’'s termnation of service for any reason other than death or
Disability, all unvested options shall continue to vest in accordance with their initial terns,
and all vested options shall continue to be exercisable until the original expiration date of
such option; provided, however, that if the Optionee's service as a Director terni nates prior
to serving in that capacity for one year, all of such Optionee's options shall immediately
expire upon such term nation




11. Nontransferability of Options. Subject to Paragraph 8 of the Plan, no option or

any right evidenced thereby shall be transferable in any manner other than by will or the | aws
of descent and distribution, and, during the lifetime of an Optionee, only the Optionee (or
the Optionee’'s court-appointed legal representative) nmay exercise an option. In the

Committee’s discretion, an option nmay be transferred pursuant to a “qualified domestic
relations order,” as defined in section 414(p) of the Code.

12. Ri ghts of Optionee. Neither the Optionee nor the Optionee’s executor or
adm ni strator shall have any of the rights of a sharehol der of the Conpany with respect to the
shares subject to an option until certificates for such shares shall actually have been issued
upon the due exercise of such option. No adjustnment shall be made for any regular cash
di vidend for which the record date is prior to the date of such due exercise and full paynent
for such shares has been made therefor.

13. Ri ght To Terninate Relationship. Nothing in the Plan or in any option shall confer
upon any Optionee the right to continue to serve as a Director of the Conpany.

14. Nonal i enati on of Benefits. No right or benefit under the Plan shall be subject
to anticipation, alienation, sale, assignnment, hypothecation, pledge, exchange, transfer,
encunmbrance or charge, and any attenpt to anticipate, alienate, sell, assign, hypothecate,
pl edge, exchange, transfer, encunber or charge the sane shall be void. To the extent permtted
by applicable law, no right or benefit hereunder shall in any manner be liable for or subject
to the debts, contracts, liabilities or torts of the person entitled to such benefits.

15. Adj ust nent Upon Changes in Capitalization, etc. |In the event of any stock split,

stock dividend, stock change, reclassification, recapitalization or conbination of shares which
changes the character or anpunt of Commbn Stock prior to exercise of any portion of an option
theretofore granted under the Plan, such option, to the extent that it shall not have been
exercised, shall entitle the Optionee (or the Optionee’s executor or administrator) upon its
exercise to receive in substitution therefor such nunber and kind of shares as the Optionee
woul d have been entitled to receive if the Optionee had actually owned the stock subject to
such option at the tine of the occurrence of such change; provided, however, that if the change
is of such a nature that the Optionee, upon exercise of the option, would receive property
ot her than shares of stock the Cormittee shall nmmke an appropriate adjustnent in the option
to provide that the Optionee (or the Optionee's executor or adm nistrator) shall acquire upon
exerci se only shares of stock of such nunber and kind as the Conmittee, in its sole judgnent,
shall deem equitable; and, provided further, that any such adjustment shall be nade so as to
conformto the requirenents of section 424(a) of the Code.

In the event that any transaction (other than a change specified in the preceding
par agr aph) described in section 424(a) of the Code affects the Common Stock subject to any
unexerci sed option, the Board of Directors of the surviving or acquiring corporation shall nake
such simlar adjustnent as is perm ssible and appropriate.

I f any such change or transaction shall occur, the nunber and kind of shares for which
options may thereafter be granted under the Plan shall be adjusted to give effect thereto.

16. Purchase for Investnent. Wether or not the options and shares covered by the Plan
have been registered under the Securities Act of 1933, as anended, each person exercising an
option under the Plan may be required by the Conpany to give a representation in witing that
such person is acquiring such shares for investnent and not with a view to, or for sale in
connection with, the distribution of any part thereof. The Conpany w Il endorse any necessary
| egend referring to the foregoing restriction upon the certificate or certificates representing
any shares issued or transferred to the Optionee upon the exercise of any option granted under
the Pl an.




17. Form of Agreements with Optionees. Each option granted pursuant to the Plan shal
be in witing and shall have such form terns and provisions, not inconsistent with the
provi sions of the Plan, as the Conmittee shall provide for such option. The effective date
of the granting of an option shall be the date on which the Cormittee approves such grant.

Each Optionee shall be notified pronptly of such grant, and a witten agreenment shall be
pronmptly executed and delivered by the Conpany and the Optionee.

18. Term nati on and Arendnent of Plan and Options. Unless the Plan shall theretofore
have been term nated as hereinafter provided, options may be granted under the Plan at any
time, and fromtinme to time, prior to the tenth anniversary of the Effective Date (as defined
bel ow), on which date the Plan will expire, except as to options then outstandi ng under the
Plan. Such options shall remain in effect until they have been exerci sed, have expired or have
been cancel ed.

The Board, without further approval of the Conpany’'s shareholders, may terninate, nodify
or anend this Plan at any tine and fromtinme to time in such respects as the Board of Directors
may deem advi sabl e, subject to any sharehol der or regulatory approval required by |aw, provided
that any such anmendment shall conply with the applicable requirenents for exenption (to the
extent necessary) under Rule 16b-3 under the Securities Exchange Act of 1934, as anended.

No term nation, nodification or amendnent of the Plan, wi thout the consent of the
Optionee, may adversely affect the rights of such person with respect to such option. Wth
the consent of the Optionee and subject to the terns and conditions of the Plan, the Committee
may anend out standing option agreenents with any Optionee.

19. Effective Date of Plan. The Plan shall becone effective as of January 1, 2001 upon
its adoption by the Board of Directors (the “Effective Date”), subject, however, to its
approval by the Conpany’s shareholders within 12 nonths after the date of such adoption

20. Governnment and Other Regul ations. The obligation of the Conpany with respect to
options granted under the Plan shall be subject to all applicable I aws, rules and regul ations
and such approvals by any governnental agency as nmmy be required, including, wthout
limtation, the effectiveness of any registration statenent required under the Securities Act
of 1933, as anmended, the rules and regul ations of any securities exchange on which the Conmpn
Stock may be |isted.

21. Wthhol ding. The Conpany’s obligation to deliver shares of Common Stock in respect
of any option granted under the Plan shall be subject to all applicable federal, state and
|l ocal tax withholding requirenents. Federal, state and |ocal tax w thholding tax due upon the
exercise of any option (or upon any disqualifying disposition of shares of Commobn Stock subject
to an Incentive Option) in the Conmmittee' s sole discretion, may be paid in shares of Comon
St ock (including the w thhol ding of shares subject to an option) upon such terns and conditions
as the Commttee may deternine

22. Separability. If any of the terms or provision of the Plan conflict with the
requi renents of Rule 16b-3 under the Securities Exchange Act of 1934, as anended, then such
ternms or provisions shall be deemed inoperative to the extent they so conflict with the
requi renents of Rule 16b- 3.

23. Excl usi on from Pensi on and Profit-Sharing Conputation. By acceptance of an option
each Optionee shall be deened to have agreed that such grant is special incentive conpensation
that will not be taken into account, in any manner, as salary, conpensation or bonus in
determ ning the anount of any paynent under any pension, retirenment or other enpl oyee benefit
pl an of the Conpany or any of its Subsidiaries. |In addition, such option will not affect the
anount of any life insurance coverage, if any, provided by the Conpany on the life of the
Opti onee which is payable to such beneficiary under any life insurance plan covering enpl oyees
of the Conpany or any of its Subsidiaries.




24. Governing Law. The Plan shall be governed by, and construed in accordance wth,
the laws of the State of Florida.
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AVENDMENT TO
THE CARNI VAL CORPORATI ON
“FUN SHI PS™ NONQUALI FI ED SAVI NGS PLAN

The Carnival Corporation “Fun ShipS™ Nonqualified Savings Plan (the “Plan”) is hereby
anended as foll ows:

Section 4.1 of the Plan is anended to read as foll ows:

4.1 Enpl oyee Deferral Contributions: Each Participant may authorize the Enployer
by which he is enployed, in the nmanner described in Section 3.2, to have an Enpl oyee
Deferral Contribution made on his behalf. Such election shall apply to the Participant’s
Eligible Earnings attributable to services performed subsequent to the election. Such
Enpl oyee Deferral Contribution shall be a stated whol e percentage of the Participant’s
Eli gi bl e Earnings, equal to not |less than 1% nor nore than 100% as designated by the
Participant. The percentage of Eligible Earnings designated by a Participant to neasure
the Enpl oyee Deferral Contributions to be made on the Participant’s behalf shall remain in
effect, notw thstandi ng any change in his Eligible Earnings, until he elects to change or
suspend such percentage in accordance with Section 4.2 or Section 4.3, below. Effective
January 1, 2002, notwithstanding a Participant’s designated deferral percentage, the anopunt
of a Participant’s Enployee Deferral Contribution shall not exceed the net result of the
Participant’s Eligible Earnings | ess any anounts required to be withheld from such
Participant’s Eligible Earnings including ambunts pursuant to any pre-tax el ections under
Code Sections 125 or 132(f) and such other anmpunts as designated by the Retirenent
Committee or its designee.

Section 6.3 of the Plan is anended to read as foll ows:

6.3 Est abl i shment of |nvestnent Funds: The Retirement Conmittee will establish one
or nore Investnent Funds which will be maintained for the purpose of determ ning the
investnent return to be credited to each Participant’s Account. The Retirenent Conmittee
may change the nunber, identity or conposition of the Investment Funds fromtine to tine.
Each Participant will indicate the Investnent Funds based on which ampbunts allocated in
accordance with Articles 4 and 5 are to be adjusted. Each Participant’s Account will be
i ncreased or decreased by the net ampunt of investnent earnings or |osses that it would
have achieved had it actually been invested in the deened investnents. The Conpany is not

required to purchase or hold any of the deened investnents. Investnment Fund el ections nust
be made in a mnimumof 1% increnments and at such tinmes and in such manner as the
Retirement Committee will specify. An active or inactive Participant periodically my

change his election as to his deened investnents with respect to Enployee Deferra
Contributions, Bonus Deferrals, Matching Contributions or Profit-Sharing Contributions in
such manner as the Retirement Committee nmmy specify (effective October 1, 2000, including
tel ephonic or electronic notice). If a Participant fails to make an I nvestnent Fund

el ection, the anmobunt in the Participant’s Account will be deened to have been invested in a
money nmarket fund or any other fund as determined by the Retirement Conmittee.

The follow ng paragraph is added to the end of Section 7.1 of the Plan

Not wi t hst andi ng the foregoing, if the value the vested portion of a Participant’s Account
is $5,000 or less as of the Participant’s Ternination of Enployment, the Participant shal
be the paid the entire vested portion of his Account as a |lunmp sum as soon as

adm nistratively practicable following the Participant’s Term nation of Enploynent.

Appendix A is deleted fromthe Pl an.
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AVENDMENT TO
THE CARNI VAL CORPORATI ON
NONQUALI FI ED RETI REMENT PLAN FOR HI GHLY COVPENSATED EMPLOYEES

Carni val Corporation Nonqualified Retirenment Plan For Hi ghly Conpensated Enpl oyees
(the "Plan") is hereby anended as foll ows:

Section 3.7 of the Plan is anended to read as foll ows:

3.7 Suspensi on of Benefit Paynents Upon Reenpl oynent - paynent of the retirenent benefit
of a Participant who is rehired after his Annuity Starting Date shall be suspended during
each cal endar nonth of the Participant's reenploynent or continued enploynent during which
the Participant is credited with at |east 40 Hours of Service. Paynment of the
Participant's Retirenent Benefit shall resune no later than the first day of the third

cal endar nonth after the cal endar nonth in which the Participant ceases to be enployed on
the basis described in the previous sentence, provided the Participant has notified the
Enpl oyer of the cessation.

Ef fective January 1, 2000, a Participant who is rehired after his Annuity Starting
Date shall not have his benefit paynents suspended.

Section 6.2 of the Plan is anended to read as foll ows:

6.2 Vested Interest Not in Excess of Certain Ampunt. |If as of the Participant's Annuity
Starting Date the Actuarial Equivalent present value of his Vested Interest payable as of
the Participant's Normal Retirenent Date does not exceed $5,000, the nethod of distribution
as to that Participant shall be as a single cash distribution of that Vested Interest

unl ess the Retirenment Committee determ nes that such anmobunt shall be payable in the form of
an annuity. Effective January 1, 2002, for purposes of determ ning whether the Actuari al
Equi val ent present value of a Participant’s Vested Interest exceeds $5,000, the

determ nation shall be nmade on the date that the Participant term nates enploynent or a
|ater date if the benefit was valued at nore than $5,000 at the tinme of a previous
distribution or if a lower cashout limt was in place as of the Participant’s Annuity
Starting Date.




August 12,
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1997

By fax (0066-43784871)

M. Pier Luigi Foschi

Si ngapor e

Dear M. Foschi:

In accordance with our previous understandi ngs, we hereby confirmthat you

will

be empl oyed by Costa Crociere, S.p.A (hereinafter, the "Conpany"),

upon the terms and conditions hereinafter specified.

1

1.1

Duti es

You will be appointed as General Mnager of the Conpany, and in this

capacity you will report directly to the Board of Directors or
Executive Committee on the performance of your activity. Your
office will be located in Genoa, Via XII Otobre 2, within the

regi stered office of the Conpany.

Mor eover, the Conpany will appoint you as Managing Director, it
bei ng understood that the activity carried out by you in this
capacity nmust be considered different and i ndependent fromthe one
i ndi cat ed under paragraph 1.1 above.

Wth respect to the duties assigned herein in the capacity of
General Manager, you will be classified as "dirigente", pursuant to
the National Collective Labor Agreenent of the Dirigenti of the
I ndustrial Sector (hereinafter, the "CLA"), as applied by the
Conpany. Except as expressly provide herein, the terns and
conditions of your enployment shall be regulated by the CLA

As an enpl oyee of the Conpany, you hereby undertake, as |ong as you
are employed, to provide your best efforts, capacity and tine in
perform ng your duties, and to serve faithfully and honestly the
Conmpany, by using your energies for the benefit of the latter

Conpensati on

Fi xed Sal ary

In your capacity as Ceneral Manager of the Company, you will receive
an annual fixed gross salary Italian Lire equivalent to a net anount
of US Dollars 270, 000. The relevant exchange rate shall be
cal cul ated as of October 1, 1997.

The aforesaid anount includes the base salary, the inflation
i ncrease, and any other amount provided by the CLA currently in
force.

You will be also paid the biennial seniority increases provided by
t he CLA.

The anount of your fixed conpensation under 2.1, in excess of the



3.

.5

.6

.7

21

.2

.3

4

anounts under 2.2 and 2.3 (supernmininm), wll absorb any increase
owed pursuant to the CLA as subsequently anmended, except for those
i ncreases expressly declared as non-subject to be absorbed.

The fixed salary will be paid in 13 nonthly installnents.
Upon annual assessnent of performance, the Board of Directors may
decide, at its discretion, to revise the fixed salary under 2.1 for

merit increase.

Vari abl e Sal ary

In addition to your fixed salary, you will be entitled to a yearly
vari abl e salary under the terns and conditions that will be agreed
upon fromtinme to tinme between you and the Conpany. For the first

year, such yearly variable salary will be up to 53.3% of your fixed
sal ary under section 2.1 (the "Bonus"). For the period Cctober-

Decenber 1997, the Conpany will pay an amount equal to Y of the
Bonus, irrespective of the results of the period. The obligation of

paynment of the renminder (3/4) of the Bonus is contingent upon the
Conpany having in the 9 nmonth period January 1998- Sept enber 1998 net

profits equal to a mninmm of 90% of the 9 nonth period January
1997- Sept enber 1997 net profits. |If the 1998 net profits reach 110%
of the 1997 net profits, the remainder (3/4) of the Bonus will be
paid in full. |If the 1998 net profits are between 90% and 110% of

the 1997 net profits, the remainder (3/4) of the Bonus will be paid
for a pro-rated anmount.

Fringe Benefits

The Conpany will keep at your disposal a Conpany's car of the type

that will be subsequently agreed upon between the parties for your
enpl oynent as well as for private purposes. The fringe-benefit
val ue of such car will be calculated pursuant to the criteria set

forth by the law currently in force

You undertake to fully conply with the policy of the Conpany rel ated

to the use of the Conpany's car. Al'l  maintenance, fuel and
i nsurance costs will be borne by the Conpany.

The Conpany will bear the costs of the insurance policies provided
by the CLA, covering the risk of death, illness and pernmanent

disability in case of injuries at work as well as injuries in
gener al

It is understood that the premiunms relating to the above nentioned
policies are not part of your conpensation and will not be taken
into account in order to calculate the severance indemity (TFR)

The Conpany will provide you with an accommodation in Genoa or
near by, according to the terms and conditions to be agreed upon by
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the parties. The Conpany will bear all your tenporary accomodati on
expenses until a suitable final acconmodation is found.

Dur ati on

Your enployment relationship shall be deenmed for an indefinite
period of tine,
comenci ng Oct ober 1, 1997.

Duties of loyalty and confidentiality

You shall provide the Conpany with your professional expertise and
your best effort in discharging your duties. W thout the prior
written consent of the Conpany, during the enploynent relationship,
you cannot engage into any other activity whether as independent
contractor or enployee, as well as to hold a participation in other
conpani es, except for holding of up to 3% of the issue capital of
any class of securities of listed conpanies, or to accept any
directorship or to engage into simlar offices. Conferences and/or
publications of any kind, even if related to your business activity
shall be expressly authorized by the Conpany.

You hereby undertake to nmaintain strictly confidential the business
and trade secrets of the Conpany and its subsidiaries, the corporate
strategy and the nmarketing policy which represent Conpany’s
confidential information.

Al of the Company's and its subsidiaries' docunents, even those signed by
you, are and shall remain property of the Conpany, and shall be safely
preserved and nade available to the Board of Directors at any time, in
particular in case of termnation of the enploynent relationship. In any
event, you will not be entitled to retain or to make a copy of the aforesaid
docunent ati on which shall be, at any tinme, at Conpany's disposal.

During your enploynment relationship and thereafter, you hereby undertake not
to induce any enpl oyee of the Conpany and its subsidiaries to resign, in order
to enter into enploynent or independent contractor relationships in favor of
third parties, engaged in the sane conmmercial sector of the Conpany.

Non- Conpetition

Even after the termination of your enploynent, you hereby undertake (a) not
to operate — either directly or indirectly — as principal, agent, owner,
director, enployee, partner or advisor in favor of conpanies in conpetition
with the Conpany, with regard to the corporate purpose of the latter, and not
to acquire a shareholding in the aforesaid conpanies, except for listed
conpani es (b) not to endeavor to entice away fromthe Conpany or any of its
subsi di aries, any person, firm conpany or organization (i) who or which in
the precedi ng 12 nonths shall have been a supplier of goods or services to the
Conpany or any of its subsidiaries, and (ii) with whom or which you had

during the course of your enploynent, direct dealings or personal contact, so
as to harmthe goodwill or, or so as to the conpete with, the Conpany or any
of its subsidiaries.



6.3

Such obligations shall be effective for a period of 60 nonths as of the
termi nation of your enploynent relationship for whatsoever reason, in case of
ei ther disnissal or your resignation.

This obligation nmust be referred to the full territory of the European Union
and the parties acknow edge that the above nentioned territorial extension is
based upon (i) the nultinational character of the Conpany, and (ii) on the
fact that the business activity of the Conpany is carried out not only in
Italy but also throughout Europe. If any court wll hold invalid the
territorial extension of this non-conpetition covenant, it is agreed that such
covenant shall apply in any event, to the territory of Italy, France and the
Uni ted Ki ngdom

As specific consideration for this non conpetition obligation, you will be
pai d an annual gross anount equal to 11.1%of your yearly fixed salary under
section 2.1 above.

In the event you do not conply with the obligation of this con conpetition
cl ause, you undertake to pay to the Conpany, as a penalty, a sumof US Dollars
200,000 (two hundred thousand) plus any additional danages suffered by the
Conpany.

If the above reflects our agreenent, please return to us the attached copy of this

letter

duly executed in sign of acceptance.

Best

regards,

/s/ Howard S. Frank
(Director)

Accept ed
/sl Pier Luigi Foschi
12/ 8/ 97
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Decenber 1, 2000

M. Pier Luigi Fosch
COSTA CRCCI ERE

Dear Pier:

This letter will serve to confirmthe agreenent we reached concerning the changes to your
August 12, 1997 Letter of Enploynment, as amended on January 11, 1999, and January 14,
2000.

Fi xed Sal ary

Section 2.1 has been changed to reflect that your fixed gross salary in Italian Lira will
be equivalent to a net anpbunt of US$350,000. This fixed annual salary conpensation will
cover the fiscal year beginning Cctober 1, 2000 through Novenber 30, 2001. Based on a
fixed annual salary of US$350,000, your nonthly fixed salary payment will be US$29, 167.
Such fixed sal ary paynments of US$29, 167 will be paid for the 14-nonth peri od begi nning
Cctober 1, 2000 through Novenmber 30, 2001. The relative exchange rate shall be

cal cul ated as of Cctober 1, 1997 (i.e., 1724 Lira to USD$1l), in order that your Lira
increase in conpensation is equivalent to your US Dollar increase

Vari abl e Sal ary

Section 2.7. indicates that your variable salary will be 75% of your fixed salary in
section 2.1 (the “Bonus”). This Bonus conpensation will cover the period from Cctober 1,
2000 t hrough Novenber 30, 2001 (14 nonths). The obligation to pay this Bonus is
contingent upon the Conpany achieving at |east 90% of the Novenber 30 fiscal year 2001
budget, as presented to us. It is understood that the Novernber 30, 2001 financia
results will be based on US GAAP financial statements prepared using Italian Lira

Al other sections of your August 12, 1997 enploynent letter will stay in effect through
the fiscal year ended Novenmber 30, 2001

Pl ease sign below to indicate agreenent with the above anendnents.

Best regards,

/sl Howard S. Frank

HSF/ dab

P.S. For your records, this letter will also serve as our approval for you to receive

your bonus for the fiscal 2000 year, as previously conmmunicated to you by tel ephone.

/s/ Pier Luigi Foschi 12/ 5/ 2000
Pi er Luigi Foschi Dat e
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COSTA CROCI ERE S. P. A
Regul ati on of the Managenent Long Term I ncentive Plan

(The LTIP 99 Regul ati on)

1. Pur poses

The introduction of a Long TermlIncentive Plan (the “Plan”) of Costa Crociere
S.p. A (the “Company”) has different purposes: to line up the interests of the
Managers to those of the sharehol ders, ainmed to increase the Conpany’s val ue;
to attract, stinulate and retain the talented managers in order to maxim ze
the Conpany’'s results; to recognize the performances and the results, also in
light of the changes of the Conpany’s ownership occurred during the past

years; to inprove the tax efficiency of the total renuneration.

The Plan takes into account the possibility offered by the Legislative Decree
n. 314 dated 9. 2. 1997, providing the total tax and social security
contribution exenption for the assignnment of shares, gratuitous or with
consideration, in the event the shares assigned and subscribed by the

enpl oyees are new shares pursuant to article 2349 and 2441 of the Italian
Civil Code (“ICC"). However, it is anticipated that this tax regime will be
amended.

On the basis of such considerations it would be appropriate for the Conpany a
structure based upon the gratuitous assignnment of shares to the nanagers
according to article 2349 of |ICC through allocation of retained earnings (i.e.
Per f ormance Shares).

The inpl ementation of the Plan shall be carried out through the issuance of a
tranche of shares to be gratuitously assigned to the General Manager, to the

Managers and Top-enpl oyees of the Conpany. Such shares result fromthe capita
i ncrease resol ved by the sharehol ders’ neeting of the Conmpany of Novenber 10,
1999.1 The Board of Directors of the controlling conpany Costa Holding S.r.|.
(“Costa Hol ding”) on February 20, 2002 resolved to purchase those shares that
the Participants to the LTIP will sell according to the ternms and conditions

of this Regulation.

In particular, the issuance and the assignment of such tranche of shares to
the beneficiaries is connected to the excellent performance | evel obtained by
t he Conpany during the 1998 and 1999 financial years as a consequence of
changes occurred in the Conpany’s ownership in the new managenment policy and
the effective contribution of the managenent team

1 The delegation to the board of directors of the powersto carry out one or more further capital increases pursuant to
article 2349, for the purposes to implement a further incentive plan has been revoked by the extraordinary shareholders
meeting of October 16, 2001.



2. | mpl ement ati on of the Plan

The Plan will be inplenmented through the issuance of ordinary shares of the
Conpany.

The Conpany by-laws provides the faculty to assign shares to the enpl oyees and
the faculty of the sharehol ders’ neeting to partially allocate the profits to
a special reserve

The ordi nary sharehol ders’ neeting of Novenber 10, 1999 has allocated part of
the profits carried forward to a special reserve for the purposes to increase
the Conpany’'s capital in favor to the enpl oyees.

The capital increase pursuant to article 2349 c.c. has been carried out by
approval of the extraordinary sharehol ders’ neeting of the Conpany, which has
i ncreased the outstanding capital for the issuance of the shares and the

si mul t aneous assi gnment of the sane to the beneficiaries.

3. Parti ci pants

The nunber of persons involved into the LTIP includes the General Manager, and
t hose among Managers and Top- enpl oyees who have mainly contributed to reach
the Conpany’'s results. The |list of Managers and Top-enpl oyees eligible for the
Plan will be approved by the Commttee entitled to manage the Plan pursuant to
par. 6 bel ow, based on recommendati on by the Managi ng Director

4, Feat ur es

The Plan intends to recognize and reward the effort of the Conpany’s
managenment as a consequence of the new ownership of the Conpany and the
excellent results of the 1998 and 1999 financial years.

The level of the incentive shall be deternmined as a percentage on the
remuneration for different classes of nanagenent of the Conpany.

The following chart identifies the |levels of renuneration for each cl ass:

Rol es Level of incentive (% of the remuneration)
Top- enpl oyees Max. 25%
Manager s Max. 30%

The I ncentive Level of the General Manager, which requires a nore specific
performance evaluation, will be determ ned by the Commttee.

It should be underlined that the long-termincentive | evels are approxi mate
because the final value which will be paid depends on the Conmpany’s trend, the
real value of the share and the personal performance.



Based on the criteria for determnation of the incentive, it is expected that

incentive at the maximum |l evel will be awarded in very few instances.
5. Ternms of |nplenentation of the Plan and reasons for the assignnment of
shares.

The inplementation of the Plan, as regul ated by the present Regul ation,

provi des the issuance by the Conpany of an overall nunber of 642,000 ordinary
shares within the end of 1999 and the sinultaneous assi gnment of the same to

t he beneficiaries of the Plan. The issuance of the shares shall be carried out
on the basis of the Extraordinary Sharehol ders neeting resolution of Novenber
10, 1999 which approved the capital increase pursuant to article 2349 of ICC
up to I TL 802,500,000 for an overall nunber of 642,000 ordinary shares to be
gratuitously assigned to the General Mnager, and sone sel ected Managers and
Top- enpl oyees according to the terns indicated in par. 6 of the present
Regul ati on. The nunber of shares to be assigned to each participant shall be
deternmined by the Comrittee set up for the purposes to nanage the Plan as set
forth in par. 6 of the present Regul ati on and shall be cal cul ated according to
the net worth resulting fromthe 1998-1999 financial statenents of the
Conpany.

Subj ect to par. 7, such shares cannot be transferred for a period of three
years fromissuance (cannot be transferred before Decenber 2002) at the end of
whi ch, pursuant to the terns and conditions of this Regulation, the shares
shall be sold by the Participants of the Plan to Costa Holding at the price
deternmined by the Comnmittee under paragraph 6 bel ow, based on the foll ow ng
formula. The final price of the shares will be adjusted by subtracting the
curmul ati ve amount of dividends received per share owned.

SHARE PRI CE CALCULATI ON FORMULAZ2

The share price will be conputed every year at the end of March after the
Fi nanci al Statenments are approved by the Sharehol ders.

a) For the share price to be calculated until the fiscal year ending on Novenber
30, 2001, the following formula shall apply (the “Od Formul a”):

2 The calculation formula has been partially amended by resolution of the Board of Director of the Company of February
20, 2001 in order to take into account the change of the date of close of the financial year from September 30 to November
30 starting from the 2000-2001financial year and further amended, effective as of December 1, 2001, by resolution of the
Board of Director of the Company of February 20, 2002 in order to align the above formulawith the criteria adopted at the
Carnival Group level and with the accounting principles applied by the Carnival Group (US GAAP).



Share price calculation formula = A+ (B%* C* A =D

A= Share price at the tinme of initial shares assignnment (based on net worth
shown in Septenber 30, 1999 financial statenents) or share price of prior
fi nancial year computed by applying this formula.

B = Year over year profit after tax percentage difference.
C = Adj ust nent factor

If Bis positive c=1

If Bis negative cC=2
D = Current share price

b) For the share price to be calculated with regard to the fiscal year ending on
November 30, 2002 and the subsequent fiscal years, the follow ng forrmula shall
apply (the “New Formul a”) 3:

Share price calculation formula = AX + (BX% * CX * AX) = DX

AX = | Share price as of Novenmber 30, 2001 (pursuant to the AOd forrula) or
share price of prior financial year determnined by applying the New
For mul a.

BX = | Year over year operating inconme, adjusted with the interest expenses,
percentage difference deterni ned according to US GAAP.

CX = [Adj ustment factor
If BXis positive cX =1
If BX is negative CX =2

DX = |Current share price

For the purposes of the above nentioned cal culation fornula the short
financi al year October - Novenber 2000 and the related financial statenents
approved by the Conpany upon the change of the date of close of the financia
year from Septenber 30 to Novenber 30, 2000 shall not be taken into account.
Therefore, said financial year October-Novenber 2000 will be excluded for the
pur poses of calculation of the factors A, B and C of the aforesaid formula.

The above mentioned three years restriction provided for the other classes of
beneficiaries would not apply with reference to the shares assigned to the
General Manager.

3As aresult of the resolution of the Board of Directors of the Company of February 20, 2002 the share price to be
calculated with regard to the fiscal year ending on November 30, 2001 shall be determined according to the formulain
force until February 20, 2002. Asto the share price to be calculated with regard to the fiscal year ending on November
30, 2002 and following, such share price shall be determined according to the new formula described above.



The sane extraordi nary sharehol ders’ neeting of Novenber 10, 1999 resolved to
del egate to the Board of Directors of the Conmpany or the Conmittee provided
under par. 6 the power to prepare and approve the present Regul ation
concerning the Pl an.

6. Managenment of the Pl an

A Conmittee for the LTIP has been set up in order to inplenent the sane pl an
according to the general guidelines of the Board of Directors to which the
Committee shall periodically report.

In particular, the Committee approves the |ist of participants to be included
in the Plan prepared by the Managi ng Director, manages the Plan and is
responsi bl e for the approval of the nunber of shares to be assigned to each
parti ci pant.

The Committee as designated by the Board of Directors, is conposed by Mess.rs
Howar d Frank and Geral d Raynmond Cahill, directors, supported by the Managi ng
Director and, other appropriate Conpany’s functions.

The Comrittee is also entitled, to apply this Regulation, to adjust -
according to the applicable provisions of law — the terns of assignnment of
each tranche of shares as well as to regulate the exercise of the rights
arising fromextraordi nary transactions on the Conpany’s capital (i.e.
nmergers, paid or unpaid increase of capital, splitting or grouping of shares,
conversion in other currency, etc.), according to the principles contained in
the present Regul ation.

The Committee shall formul ate managenent gui delines for the valuation of
partici pants also for the purpose of voting.

For the purpose of paragraph 7 below, the Conmittee, based on the above share
price calculation fornula shall also deternine the share price at which Costa
Hol di ng shall purchase the shares fromthe Participants to the LTIP

In addition the Comm ttee shall discretionary decide the contentious cases of

nmut ual termination of the enpl oynent relationship, with the purposes to reward
t he managers and top-enpl oyees required to | eave the Company even though they

have positively cooperated to the Conpany’s results.

7. Managenment of the withdrawal of the participants fromthe plan

The shares nmay be sold by the Participants to the LTIP only to Costa Hol di ng
in the framework of a plan of Costa Holding to consolidate its participation
into the Conpany.

Wth respect to the withdrawal occurring after the assignment of the shares
but within the three years period (before Decenber 2002) during which the
shares may not be assigned as provided by paragraph 5:



- In the event of death: imedi ate assignnent of the shares to the heirs who
are obliged to assign themto Costa Holding within 120 days fromthe date of
the assi gnnent

- in the event of normal retirenent: immediate assignnent of the shares to
Costa Hol di ng

- in the event of resignation and firing: obligation to assign the shares to
Costa Hol di ng

- in the event of agreed termination: discretional decision of the Conmittee
to maintain, reduce, renopve or postpone the restricted period

In any event, the shares shall be assigned by the participants to Costa
Hol ding after ten years follow ng the granting.

8. Managenment of the adm ssions and terns of assignment of the shares

During the sixty days follow ng the sharehol ders resol ution of increase of
capital of the Company, the shares will be assigned to the beneficiaries by
written conmuni cation sent by letter

The beneficiaries shall communicate by letter to the Conmpany the acceptance or
the refusal of the assignment within five days fromthe date of the above-
menti oned comuni cati on.

9. Cust ody and managenent of the shares

The assigned shares shall be deposited with the Conpany which will sub-deposit
themwith an entity entitled to custody and rmanage the same on behal f of the
Conpany and for the benefit of each Participant.



EXHI BI T 10. 42

AMENDED AND RESTATED OPERATI NG AGREEMENT
OF CONTI NENTAL HOSPI TALI TY HOLDI NGS, LLC

THIS AMENDED AND RESTATED LIMTED LIABILITY COVPANY OPERATI NG
AGREEMENT OF CONTI NENTAL HOSPI TALI TY HOLDI NGS, LLC (the "Agreenent") is nade by
the persons and entities listed on Schedule A attached hereto (hereinafter the
“Menmbers”), effective as of May 3, 2001 (the “Effective Date”).

The Menbers hereby agree:

ARTI CLE
DEFI NI T1 ONS

When used in this Agreenent, the following terns shall have the
nmeani ngs set forth bel ow.

1.1 Act . The Delaware Limited Liability Company Act as
anended, Chapter 18-101, et seq., (or the correspondi ng provision(s) of
any succeedi ng | aw).

1.2 Bankr upt cy. Entry of an order for relief under the
federal bankruptcy law, filing a voluntary petition under the federal
bankruptcy | aw; an adjudi cation as insolvent or bankrupt; an assignnment of
property for the benefit of creditors; filing a petition or answer seeking
a reorganization, arrangenent, conposition, readjustnment, |iquidation
di ssolution, or sinmlar relief under any federal or state |law for relief of
debtors, or the failure to obtain within 120 days the stay or dism ssal of
such a proceeding brought by a third party; filing an answer or other
pl eading admtting or failing to deny the nmaterial allegations of a petition
filed to obtain relief of the above nature; seeking, consenting to, or
acqui escing in the appointnment of a trustee, receiver, or |iquidator of any
substantial portion of assets; or the failure to have the appointnment of a
conservator, receiver, or trustee vacated or stayed within 60 days after the
occurrence of such event, or the failure to have the appointnment vacated
within 60 days after the expiration of any such stay.

1.3 Capital Transaction. The followi ng events shall be
defined as Capital Transactions for purposes of this Agreenment: (i) any
sale of all or part of the Property other than in the ordinary course of
the Conpany’s business; (ii) any insurance paynents or dammge recoveries
paid to the Conpany in respect of the Property to the extent not required
to repair or restore the Property; (iii) any condemation proceeds paid to
the Conmpany for the taking of all or part of the Property to the extent
not required to repair or restore the Property; and (iv) any refinancing
of any of the Conpany's loans, to the extent proceeds are derived in
excess of expenses and anpunts set aside for the reduction of any Conpany
liabilities.




1.4 Cash Flow. For any period during which the Conpany is
in existence, Cash Flow neans the gross receipts of the Conpany from sources
other than capital contributions made by the Menbers and |ess the current
expendi tures of the Conpany for the same period. Current expenditures of the
Conpany shall be deened to include (i) operational expenses; (ii) paynments of
principal and interest upon any indebtedness (including any indebtedness owed
to the Menbers or any of their affiliates); (iii) expenses incurred by the
Conmpany for capital inprovenments; and (iv) any expenditures for taxes,
i nsurance, or assessnents.

1.5 Certificate of Formation. The Certificate of Formation
of the Company, as anended, filed with the Secretary of State of the State of
Del awar e.

1.6 Code. The Internal Revenue Code of 1986, as anended,

and the rules and regul ati ons promnul gated thereunder (or the corresponding
provi sion(s) of any succeeding | aw).

1.7 Conpany. Continental Hospitality Holdings, LLC a
limted liability conpany organi zed under the Act.

1.8 Di stributions. Cash or property distributed to the
Menbers other than paynments to the Menmbers for services or as repaynent of
| oans.

1.9 Li qui dation. Liquidation nmeans the earlier of (a) the

date upon which the Conpany is term nated under Section 708(b)(1) of the
Code, or any sinilar provision enacted in lieu thereof, or (b) the date upon
whi ch the Conpany ceases to be a goi ng concern.

1.10 Managi ng Menbers. As set forth in Section 6.1.
1.11 Percentage Interests. As set forth on Schedule A.
1.12 Property. All the real, personal and intangible

property owned by or on behalf of the Conpany.

ARTI CLE
FORVMATI ON

2.1 Organi zati on. The Menbers hereby organi ze the Conpany as a
Delaware limted liability company pursuant to the provisions of the Act.

2.2 Agreenent. The Members, by executing this Agreenent, hereby
agree to the ternms and conditions of the Agreenent, as it may fromtine to tine
be anended. To the extent any provision of the Agreement is prohibited or
i neffective under the Act, the Agreenent shall be deenmed to be anended to the
| east extent necessary in order to nmake the Agreenent effective under the Act.

In the event the Act is subsequently anended or interpreted in such a way to



make any provision of the Agreenent that was fornerly invalid, valid, such
provision shall be considered to be valid from the effective date of such
interpretation or anendnent.

2.3 Nane. The nane of the Conpany is Continental Hospitality
Hol di ngs, LLC, and all business of the Conpany shall be conducted under that nane
or, if an assumed or fictitious nanme certificate is properly filed, under any
ot her nanme sel ected by the Managi ng Menbers.

2.4 Term The duration of the Conpany shall be perpetual, unless
t he Conpany shall be sooner dissolved and its affairs wound up in accordance with
the Act or this Agreenent.

2.5 Regi stered Agent and O fice. The nane and address of the
regi stered agent for the service of process shall be as set forth in the
Certificate of Formation, as amended from tine to tine. In the event the
regi stered agent ceases to act as such for any reason or the registered office
shall change, the Mnaging Menbers shall pronptly designate a replacenent
regi stered agent or file a notice of change of address, as the case may be.

2.6 Principal Ofice. The principal mailing address of the Conpany
shall be at such |l ocation or address as the Managi ng Menbers nay deternine from
time to time.

ARTI CLE 3

PURPCSE; NATURE OF BUSI NESS

3.1 Pur pose; Nature of Business. The business purpose of the
Company is to engage in any and all business activities permtted under the | aws
of the State of Del aware. The Conpany shall have the authority to do all things
necessary or convenient to acconplish its purpose and operate its business as
described in this Article II1.

ARTI CLE 4

MEMBERS AND CAPI TAL

4.1 Menbers and Menbership Interests. The nanmes and Percentage
Interests of the Menbers shall be set forth on Schedule A attached hereto.

4.2 Wt hdrawal of Capital. Except as otherw se provided herein,
the Members shall have no right to withdraw their capital contribution or any
part thereof. The Menbers shall not be entitled to interest on their capita
contri butions.

4.3 Power of Menbers. Except as otherw se expressly provided
herein, the Menbers shall not take part in the day-to-day managenent, operation
or control of the business and affairs of the Conpany or have any right, power
or authority to transact any business in the nanme of the Conpany or to act for,




or on the behalf of, or to bind the Conpany. The Menbers shall have no interest
in the specific property of the Conpany.

ARTI CLE 5

DI STRI BUTI ONS AND ALLOCATI ONS OF PROFI TS AND LOSSES

5.1 Di stributions. To the extent available, the Conpany may
di stribute Cash Fl ow and net proceeds from Capital Transactions to the Menbers
in accordance with their respective Percentage |Interests. The Conpany shal
apply a Menmber’'s distribution first in satisfaction of any outstandi ng obligation
of such Menber to the Conpany.

5.2 Limtation on Distributions. The Conpany shall not nake a
Distribution to the Menbers if such Distribution would violate Section 18-607 of
the Act or other applicable |aw

5.3 Profits and Losses. Profits and | osses of the Conpany, as
deternmined for federal and state income tax purposes, shall generally be
all ocated anpbng the Menbers in accordance with their respective Percentage
Interests, except that (a) |osses shall first be allocated in proportion to, and
to the extent of, the Menbers’ respective positive capital account bal ances,
determ ned in accordance with Section 704 of the Code, and (b) profits shall be
allocated in a manner which, to the extent possible, maintain the Menbers’
respective positive capital account balances in proportion to the anpunts which
woul d be distributed if the assets of the Conpany were sold at their respective
fair market values and the net proceeds distributed to the Menbers in |iquidation
of the Conpany.

ARTI CLE 6
MANAGEMENT

6.1 Managi ng Menbers. Sherwood Weiser, Donald Lefton and a
desi gnated representative of Carnival Corporation (the “Carnival Representative”)
are hereby appointed as the Mnaging Menbers of the Conpany. Car ni val
Corporation hereby initially designates Howard Frank as its initial Managing
Menber .

6.2 Function. Al powers of the Conpany shall be exercised by, or
under the authority of, and the business and affairs of the Conpany shall be
managed under the direction and control of the Managi ng Menbers. Subject to the
provi sions of Section 6.4 hereof, any one of the Managi ng Menbers shall have ful
authority to act for and on behalf of the Conpany. The Mnhagi ng Menbers may
utilize the services of any of the Menbers as consultants with regard to the
busi ness of the Conpany.



6.3 Duti es.

(a) The Managi ng Menbers shall performtheir duties in
good faith, in a manner they reasonably believe to be in the best interests
of the Conmpany and with such care as an ordinarily prudent person in a |ike
position woul d use under simlar circunstances.

(b) In performng their duties, the Managi ng Menbers
shall be entitled to rely on information, opinions, reports or statenents,
including financial statenents and other financial data, in each case

prepared by and presented by one or nore agents or enpl oyees of the Conpany
whom such Managi ng Menbers reasonably believe to be reliable and conpetent
in the matters presented or counsel, public accountants or other persons as
to matters which such Managi ng Menbers reasonably believe to be w thin such
person's professional or expert conpetence. A person who performs his or
her duties in conpliance with this Section shall have no liability by reason
of being or having been a Managi ng Menber.

6.4 Maj or Acts. Notwithstanding anything in this Agreement to the
contrary, no Managi ng Menber shall take any of the actions with respect to the
matters described below (all such actions being referred to collectively herein
as "Major Acts" and each individually as a "Major Act") w thout the consent of
both (i) the Carnival Representative and (ii) either of Sherwood Wi ser or Donald
Left on.

“Maj or Acts" shall nean any decision of the Conpany (or any
entity owned or controlled by the Conpany) to: (a) incur any indebtedness; (b)
enter into, anmend, or termnate any agreement or collection of related agreenents
in excess of $20,000, whether oral or witten, including, but not linmted to, al
agreenents relating to acquisitions, enploynent of enployees with the Conpany
and/ or executive conpensation, or alter the conpensation arrangenents of the
Conmpany' s executives or any Menber; (c) approve the Conpany's annual budget and
capi tal budget or cause the Conpany to deviate fromthe Conpany’ s annual budget;
(d) make any capital expenditures in excess of those reflected in the Conpany's
capi tal budget previously approved by the Managi ng Menbers; (e) enter into any
agreenent or anmend any existing agreement which restricts or adversely affects
the Conpany's ability to performits obligations under operating agreenents or
other simlar corporate agreenents; (f) enter into any sale and |easeback
transactions with respect to any of its property; (g) enter into any agreenent
with any affiliate of any Menmber; (h) engage in any business other than that set
forth in Article 11l hereof; (i) sell all or any material part of its assets in
a single transaction or in a series of transactions; (j) nerge or consolidate,
with any other entity; (k) make or permit to renmin outstanding any |oan or
advance to, or extend credit to, or own, purchase or acquire any stock,
obligations or securities of, or any other interest in, or make any capita
contribution to or other investnent in, any other person or entity; (l) issue,
sell or otherw se transfer any nenbership interests or other securities of the
Conpany, including rights, options or other convertible or exchangeable
securities (except as pernmtted hereby); (m engage in any transaction with any
Mermber or officer or director of the Conpany, or any affiliate of any such person
or entity; (n) grant registration rights to any Menber; (0) approve the pl edge,
hypot hecation or simlar credit transaction involving any nmenbership interests;



(p) make any distribution to the Mnbers; (q) approve the transfer of any
menbership interests; (r) appoint a person as an officer of the Conpany; or (s)
nodi fy or anend this Agreenent.

ARTI CLE 7

TRANSFER OF COVPANY | NTERESTS

7.1 No Tr ansfer

(a) No Menber may sell, assign, transfer, give, hypothecate
or otherw se encunber (any such sale, assignnent, transfer, gift, hypothecation
or encunbrance being hereinafter referred to as a "Transfer"), directly or
indirectly, or by operation of |law or otherwi se, any interest in the Conpany
(including a Transfer or Merger involving shares, nmenbership interests or
partnership interests of any Menber not an individual), except (i) as hereinafter
set forth in this Article VII, or (ii) upon prior witten consent of the Mnagi ng
Menbers in their sole discretion. Any Transfer of any interest in the Conpany
in contravention of this Article VII1 shall be null and void and shall be deened
a material breach of and default under this Agreenent and the other Menbers shal
have all of the rights and renedi es avail abl e under this Agreenent, in law or in
equity.

(b) Not wi t hst andi ng the provisions of Section 7.1(a), each
Menber shall be permitted to Transfer all or any portion of his or its Interest
to (i) his spouse, any lineal descendent, parent, grandparent, sibling or other
bl ood relative, (ii) any custodian, guardian or other representative for a
spouse, |ineal descendent, parent, grandparent or sibling, and/or (iii) the
trustee of any trust created for the benefit of the Menber, his or her spouse,
i neal descendent, parent, grandparent or sibling;, and/or (iv) in the case of an
entity Menber, to its partners, menbers, sharehol ders, subsidiaries or beneficia
owners in connection with the distribution of its Interest to such persons;
(collectively, the “Permitted Fam |y Transferees”); provided, however, that each
and every such Permitted Fam |y Transferee executes a witten acknow edgnment that
(x) all interests in the Conpany held by the Pernmitted Fanily Transferee wll,
notw t hstandi ng the Transfer to such Pernitted Fanmily Transferee, be deened for
all purposes of this Agreenent to be owned by the transferring Menber (including
all voting rights with respect to such Interest) and (y) he, she or it agrees to
be bound by all the terns of this Agreenent.

7.2 Successi on by Operation of Law. Notwi thstanding Section 7.1
hereof, in the event of the death or incapacity of an individual Menber or in the
event of the nerger, consolidation, dissolution or |iquidation of any Menber not
an individual, all of such Menber’s rights to distributions and allocations by
the Conpany, shall pass to such Menber’s personal representative, heir or
distributee, in the case of an individual Menber, or to such Menber’'s |ega
successor, in the case of any Menmber not an individual, but such personal
representative, heir, distributee or |egal successor shall not beconme a Menber
of the Conpany without the prior witten consent of the Managi ng Menbers, which
consent may not be unreasonably withheld, conditioned or del ayed.




7.3 New Menbers. Notwithstanding Section 7.2 hereof, no person or
entity, not then a Menber, shall becone a Menber hereunder under any of the
provi sions hereof unless such person or entity shall expressly assune and agree
to be bound by all of the terms and conditions of this Agreenment. |[|f requested
by the other Menber each such person or entity shall also cause to be delivered
to the Conmpany, at his or its sole cost and expense, a favorable opinion of |ega
counsel reasonably acceptable to each of the other Menbers, to the effect that
(i) the contenplated Transfer of such interests in the Conpany (“Conpany
Interest)” to such person or entity does not require registration under the
Securities Act of 1933 or applicable State securities or Blue Sky laws, (ii) such
person or entity has the legal right, power and capacity to own the Conpany
Interest, and (iii) the contenplated Transfer of such Conpany Interest to such
person or entity will not cause the Conpany to be treated as a corporation for
federal incone tax purposes. All reasonable costs and expenses incurred by the
Conpany in connection with any Transfer of a Conpany Interest and, if applicable,
the admi ssion of a person or entity as a Menber hereunder, shall be paid by the
transferee. Upon conpliance with all provisions hereof applicable to such person
or entity becoming a Menber, all Menbers hereby agree to execute and deliver such
anmendnents hereto as are necessary to constitute such person or entity as a
Menber of the Conpany.

ARTI CLE 8

DI SSCLUTI ON. AND W NDI NG UP

8.1 Events of Dissolution. Each of the follow ng shall be an Event
of Dissolution causing the Conpany to dissol ve:

(a) t he unani mous witten consent by the Menbers to dissol ve
t he Conpany; and

(b) the entry of a decree of judicial dissolution under
Section 18-802 of the Act.

8.2 Wnding Up and Filing Certificate of Cancellation. Upon
di ssol ution, the Managi ng Menbers shall wind up the affairs of the Conpany and
liquidate its assets. The Managi ng Menbers shall determine the tine, manner, and
terms of any sal es of Conpany assets, the anobunt of any reserves, and the tine
when reserves will be distributed to the Menbers in final |iquidation. Upon the
commencenent of the winding up of the Conpany, a certificate of cancellation
shall be filed by the Conpany with the Secretary of State of the State of
Del awar e. The certificate of cancellation shall set forth the information
required by the Act. The winding up of the Conpany shall be conpleted when al
debts, liabilities, and obligations of the Conpany have been paid and di scharged
or reasonably adequate provision therefor has been made, and all of the renaining
Property has been distributed to the Menbers.




ARTI CLE 9

BOOKS, RECORDS AND TAX MATTERS

9.1 Records. At all tines during the existence of the Conpany, the
Managi ng Menbers shall nmaintain books of account which shall reflect all Conpany
transactions. In addition, the Managi ng Menbers shall keep at the Conpany’s
principal place of business a copy of the Certificate of Formation, this
Agreerment and all anmendnments thereto, together with executed copi es of any powers
of attorney pursuant to which any docunment was executed and such other records
as the Managi ng Menmbers shall determine. Records kept under this Section are
subject to inspection and copying during ordinary business hours at the
reasonabl e request, and at the expense, of the Menbers.

9.2 Taxabl e and Fiscal Year. The Conpany's taxable and fisca
years shall be the cal endar year

9.3 Tax and Fi nancial Reports. As soon as practicable after the
cl ose of each fiscal year, the Managi ng Menbers shall deliver to the Menbers such
i nformati on as may be reasonably requested by the Menbers for the preparation of
their income tax returns.

9.4 Accounting Decisions. All decisions as to accounting natters,
except as specifically provided to the contrary herein, shall be nmade by the
Managi ng Menbers. The Managi ng Menbers may rely upon the advice of the Conpany's
accountants or professional advisors in making such decisions.

9.5 Tax El ections. The Managi ng Menbers shall have the authority
to make any tax election under the Code that they determine to be necessary or
appropri ate.

ARTI CLE 10

LIMTATION OF LIABILITY

10.1 Limted Liability.

(a) Except as otherwi se provided by the Act, the debts
obligations and liabilities of the Conpany, whether arising in contract, tort or
ot herwi se, shall be solely the debts, obligations and liabilities of the Conpany,
and the Menbers shall not be obligated personally for any such debt, obligation
or liability of the Conpany solely by reason of being a Menber or a Managi ng
Menber .

(b) Except as otherwi se expressly required by law, the
Menbers, in their capacity as such, shall have no liability in excess of (i) the
anount of their net capital contributions, (ii) their share of any assets and
undi stributed profits of the Conpany, and (iii) the amount of any Distributions
wrongfully distributed to them



ARTI CLE 11

CONFLI CT OF | NTEREST

11.1 Conpany Interests. The Menbers shall be entitled to enter into
transactions that may be considered to be conpetitive with the Conpany, it being
expressly understood that any Menber may enter into transactions that are simlar
to the transactions into which the Conpany nay enter

11.2 Interested Transaction. A Menber does not violate a duty or
obligation to the Conpany nerely because such Menber’s conduct furthers such
Menber’s own interest. A Menber may | end noney to and transact other business
with the Conpany. The rights and obligations of a Member who | ends noney to or
transacts business with the Conpany are the sane as those of a person who is not
a Menber, subject to other applicable law. No transaction with the Conpany shal
be voidable solely because a Menber has a direct or indirect interest in the
transaction.

ARTI CLE 12
| NDEMNI FI CATI ON
12.1 Indemification. To the maxi mumextent permitted by applicable
law, the Conmpany shall indemify any officer, enployee, Managing Menber,
representative or agent of the Conpany (each a “Covered Person”) from and agai nst
any claim 1oss, expense, liability, action or damage (including, wthout

limtation, any action by a Menber against a Covered Person) due to or arising
from any liability or damage incurred by reason of any action, inaction or
deci sion performed, taken, not taken or nmade by it or any of themin connection
with the activities and operations of the Conpany, provided such Covered Person
acted in good faith and in a manner such Covered Person reasonably believed to
be in, or not opposed to, the best interests of the Conpany and, with respect to
any crimnal proceeding, had no reasonabl e cause to believe the conduct of such
Covered Person was unlawful. The termi nation of a proceeding by judgnment, order,
settl enent, conviction or upon a plea of nolo contendere, or its equivalent,
shall not, by itself, create a presunption that the Covered Person did not act
in good faith and in a manner which the Covered Person reasonably believed to be
in, or not opposed to, the best interest of the Conpany, or that the Covered
Person had reasonable cause to believe that his conduct was unlawful (unless
there has been a final adjudication in the proceeding that the Covered Person did
not act in good faith and in a nmanner which he reasonably believed to be in, or
not opposed to, the best interests of the Conpany, or that the Covered Person did
have reasonabl e cause to believe that his conduct was unlawful). Any Covered
Person may consult with counsel selected by it and any opinion of an i ndependent
counsel (which may be counsel for the Conpany or any affiliate) shall be full and
conpl ete authorization and protection in respect of any action taken or suffered
or omtted by such Covered Person hereunder in good faith and in accordance with
the opinion of such counsel. Any indemmification under this Section shal

i ncl ude reasonabl e attorneys' fees incurred by Covered Persons in connection wth
the defense of any action based on any such action, inaction or decision, and



including to the extent permitted by law, all such liabilities under United
States federal and state securities acts. The reasonabl e expenses incurred by
Covered Persons in connection with the defense of any such action shall be paid
or reinmbursed by the Conpany as incurred upon an undertaking by such Covered
Person to repay such expenses if it shall ultimtely be determ ned that such
Covered Person is not entitled to be indemified hereunder

12.2 Linmtations. Notw thstanding the provisions of Section 12.1,
a Covered Person shall not be entitled to be indemified or held harm ess from
and against any claim |oss, expense, liability, action or damge due to or
arising fromits or their gross negligence or wllful msconduct.

12.3 Non-Exclusive Right. The provisions of this Section shall be
in addition to and not in limtation of any other rights of indemification and
rei mbursenent or limtations of liability to which a Covered Person nmmy be
entitled under the Act, conmmon |law, or otherwi se. The provisions of this Section
shall apply whether or not at the tine of reinmbursenent the Covered Person is

then a Covered Person. Not wi t hst andi ng any repeal of this Section or other
amendnent hereof, its provisions shall be binding upon the Conpany (subject only
to the exceptions above set forth) as to any claim |oss, expense, liability,

action or damage due to or arising out of matters which occur during or relate
to the period prior to any such repeal or anendnent of this Section 12.3.
ARTI CLE 13
ANMENDMENT
13.1 Anmendnent. Except as otherw se provided herein, this Agreenent

may not be altered or nmodified except by a witing signed by a ngjority in
i nterest of the Menbers.



ARTI CLE 14

CERT! FI CATE OF FORMATI ON
14.1 Certificate of Formation. The affairs of the Conpany and its
relationship to the Menbers shall be further governed by the ternms and conditions
of the Certificate of Formation, as amended fromtine to tinme. In case of a
conflict between the provisions of this Agreenent and those of the Certificate
of Formation, the latter shall govern.

ARTI CLE 15

M SCELLANEQUS

15.1 CGoverning Law. This Agreenent shall be construed and enforced
in accordance with the laws of the State of Delaware and all rights and renedi es
that may exi st hereunder shall be governed by such |laws, in each case, without
regard to its principles of conflicts of |aws.

15.2 Interpretation. Throughout this Agreenent, nouns, pronouns and
verbs shall be construed as nasculine, fenmnine, neuter, singular or plural
whi chever shall be applicable. Al references herein to "Articles," "Sections"
and paragraphs shall refer to correspondi ng provisions of this Agreenent.

15.3 Previous Operating Agreenents. The Agreenent supercedes and
replaces in its entirety the Operating Agreenment dated February 27, 2001 and
executed by the then sole nenber of the Conpany and the Operating Agreenent dated
April 27, 2001 and executed by the then Menbers (the “Previous Agreenents”) and
the Previous Agreenents shall be of no further force and effect.

15.4 Counterparts. This Agreement may be executed in two or nore
counterparts, each of which will be deened an original but all of which wll
constitute one and the sane instrument.




IN WTNESS WHERECF, this Agreenent has been nmade and executed effective as
of this 3rd day of May, 2001.

/ s/ Sher wood Wei ser
SHERWOOD WEI SER

/ s/ Donal d Lefton
DONALD LEFTON

/s/ Thonmas Hewi tt
THOVAS HEW TT

/ s/ Peter Sibley
PETER SI BLEY

CHC | NVESTOR PARTNERS, L. P.

By: / s/ Karim Alibhai ,
Gener al Partner

By:
Nane: Kari m Al i bhai
Titl e: President

/ s/ Robert Sturges
ROBERT STURCES

/s/Peter Temling
PETER TEM.I NG

/s/lrving Zel dman
I RVI NG ZELDVAN

/ s/ Dougl as Wi ser
DOUGLAS WEI SER




/ s/ Warren Wei ser

WARREN VEI SER

/ s/ Bradl ey Wi ser

BRADLEY WEI SER

/ s/ Robyn Fi sher

ROBYN FI SHER

/ s/ Li sa Tabat chni ck

LI SA TABATCHNI CK

CARNI VAL CORPORATI ON

By:/s/ Gerry Cahill

Titl e: Chi ef Financial

Oficer




SCHEDULE A

Nane of Menbers Per cent age | nterest
Sherwood Wei ser 11. 36%
Donal d Lefton 11. 36%
Thomas Hewi tt 4.22%
Pet er Si bl ey 4.22%
CHC I nvestor Partners, L.P. 4.94%
Robert Sturges 1.77%
Peter Tenling 2.28%
I rving Zel dman 3.73%
Dougl as Wei ser 0.18%
Warren Wei ser 0.18%
Br adl ey Wi ser 0.18%
Robyn Fi sher 0.29%
Li sa Tabat chni ck 0.29%
Car ni val Corporation 55. 00%

Tot al 100. 00%



EXH BIT 12
CARNI VAL CORPORATI ON
RATI O OF EARNI NGS TO FI XED CHARGES
(I'n thousands, except ratios)

YEARS ENDED NOVEMBER 30,

2001 2000 1999 1998 1997
Net | ncone $926, 200 $ 965, 458 $1, 027,240 $835,885 $666, 050
I ncone tax (benefit)expense (12, 257) 1,094 2,778 3,815 6, 233
I ncome before
i ncone taxes 913, 943 966, 552 1, 030, 018 839, 700 672, 283

Adj ust nent to Earnings:
M nority interest 14,014 11,102
Loss (inconme) from
affiliated operations

and di vi dends received 56, 910 (21, 362) (60,671) (63,059) (46, 569)
Ear ni ngs as adj usted 970, 853 945, 190 983, 361 787,743 625,714
Fi xed Charges:

I nterest expense, net 120, 692 41, 372 46, 956 57,772 55, 898

I nterest portion of
rent expense (1) 4,409 3,509 3,405 3,480 3,528
Capitalized interest 29, 357 41,110 40, 908 35, 130 16, 846
Total fixed charges 154, 458 85, 991 91, 269 96, 382 76,272

Fi xed charges not affecting

ear ni ngs:
Capitalized interest (29, 357) (41, 110) (40,908) (35,130) (16, 846)
Ear ni ngs before fixed
Char ges $1,095,954 $ 990,071 $1,033, 722 $848,995 _$685, 140
Ratio of earnings to
fi xed charges 7.1 x 11.5 x 11.3 X 8.8 x 9.0 x

(1) Represents one-third of rent expense, which managenent believes to be representative of
the interest portion of rent expense.



CARNI VAL CORPORATI ON

CONSOLI| DATED BALANCE SHEETS
(in thousands, except par val ue)

ASSETS
Current Assets
Cash and cash equival ents
Short-terminvestnents
Accounts receivabl e, net
I nventories
Prepai d expenses and ot her
Fair value of hedged firmcomitnments
Total current assets

Property and Equi pnent, Net
Investnents in and Advances to Affiliates

Goodwi I I, |l ess Accunul ated Anortizati on of
$117, 791 and $99, 670

O her Assets

Fair Val ue of Hedged Firm Commitnments

LI ABI LI TI ES AND SHAREHOLDERS' EQUI TY
Current Liabilities

Current portion of |ong-term debt

Account s payabl e

Accrued liabilities

Cust oner deposits

Di vi dends payabl e

Fair value of derivative contracts

Total current liabilities

Long- Ter m Debt

Deferred Inconme and Ot her Long-TermLiabilities

Fair Val ue of Derivative Contracts

Conmi t nents and Contingencies (Notes 7 and 8)

Shar ehol ders' Equity

Common stock; $.01 par val ue; 960, 000 shares
aut hori zed; 620,019 and 617,568 shares issued

Addi tional paid-in capital

Ret ai ned earni ngs

Unear ned stock conpensation
Accunul at ed ot her conprehensive |oss

Treasury stock; 33,848 and 33,087 shares at cost

Total sharehol ders' equity

NOVEMBER 30,
2001 2000
$ 1,421, 300 189, 282
36, 784 5, 470
90, 763 95, 361
91, 996 100, 451
113, 798 158, 918
204, 347
1, 958, 988 549, 482
8, 390, 230 8,001, 318
437, 391
651, 814 701, 385
188, 915 141, 744
373, 605
$11.563.552  $9. 831, 320
21,764 $ 248,219
269, 467 332, 694
298, 032 302, 585
627, 698 770, 425
61, 548 61, 371
201, 731
1, 480, 240 1, 715, 294
2, 954, 854 2,099, 077
157, 998 146, 332
379, 683
6, 200 6,176
1, 805, 248 1,772,897
5, 556, 296 4,884, 023
(12, 398) (12, 283)
(36, 932) (75, 059)
(727, 637) (705, 137)
6, 590, 777 5,870, 617
$11,.563.552  $9. 831, 320

The acconpanying notes are an integral part of these consolidated financial

EXH BIT 13

statenments.



CARNI VAL CORPORATI ON
CONSOLI| DATED STATEMENTS OF OPERATI ONS
except earnings per share)

(in thousands,

YEARS ENDED NOVEMBER 30,

2001 2000 1999
Revenues $4,535, 751 $3,778,542 $3, 497,470
Costs and Expenses
Operating 2,468, 730 2,058, 342 1,862,636
Selling and administrative 618, 664 487, 403 447, 235
Depreciation and anortization 372,224 287, 667 243, 658
| rpai rment char ge 140, 378
3,599, 996 2,833,412 2,553,529
Operating Income Before (Loss) |Income From
Affiliated Operations 935, 755 945, 130 943, 941
(Loss) Incone FromAffiliated Operations, Net (44, 024) 37, 828 75, 758
Operating | ncome 891, 731 982, 958 1,019, 699
Nonoperating I ncone (Expense)
I nterest incone 34, 255 16, 506 41, 932
I nterest expense, net of
capitalized interest (120, 692) (41, 372) (46, 956)
O her incone, net 108, 649 8, 460 29, 357
I ncone tax benefit (expense) 12, 257 (1, 094) (2,778)
M nority interest (14, 014)
34, 469 (17, 500) 7,541
Net | ncone $ 926,200 $ 965,458 $1, 027 240
Ear ni ngs Per Share:
Basi ¢ $1. 58 1.61 1. 68
Di | uted $1. 58 1. 60 1. 66

The acconpanying notes are an integra

part of these consolidated financial statenents.



CARNI VAL CORPCRATI ON
CONSCLI DATED STATEMENTS OF CASH FLONB
(i n thousands)

OPERATI NG ACTIVI TI ES

Net incone

Qperating itens not requiring cash
Depreci ation and anorti zati on
| mpai rrent char ge

Gain on sale of investnents in affiliates, net

Loss (incone) fromaffiliated operations
and di vi dends recei ved
Mnority interest
Q her
Changes in operating assets and liabilities
excl udi ng busi nesses acquired and consol i dat ed:
(I'ncrease) decrease in
Recei vabl es
Inventories
Prepai d expenses and ot her
(Decrease) increase in:
Account s payabl e
Accrued and other liabilities
Cust oner deposits
Net cash provided by operating activities

I NVESTI NG ACTI VI TI ES
Additions to property and equi pment, net
Proceeds fromsale of investnents
in affiliates
Proceeds from sal e of ships
Acqui sition of consolidated subsidiaries, net
(Purchase of) proceeds fromsal e of
short-terminvestnents, net
Q her, net
Net cash used in investing activities

FI NANCI NG ACTI VI TI ES
Proceeds fromissuance of |ong-term debt
Purchase of treasury stock
Princi pal repaynments of |ong-term debt
Di vi dends pai d
Proceeds fromissuance of common stock, net
Debt issuance costs
Net cash provided by (used in)
financing activities
Ef fect of exchange rate changes on cash and
cash equival ents
Net increase (decrease) in cash and
cash equi val ents
Cash and cash equival ents at begi nni ng
of year
Cash and cash equival ents at end of year

The acconpanying notes are an integral part of these consolidated financia

YEARS ENDED NOVEMBER

30,

2001 2000
$ 926, 200 $ 965, 458
372, 224 287, 667
140, 378
(116, 698)
56, 910 (21, 362)
21,199 (14, 689)
(7,134) (15, 132)
8, 455 (8, 205)
43, 691 (21, 972)
(63, 227) 58, 133
(335) (5, 977)
(142, 727) 55, 614
1, 238, 936 1,279, 535
(826, 568) (1,003, 348)
531, 225
15, 000 51, 350
(383, 640)
(33, 395) 22,170
(28, 178) 21, 441

(341, 916) (1,292, 027)

2,574, 281 1, 020, 091
(705, 137)
(1,971, 026) (388, 429)
(245, 844) (254, 333)
5,274 7,811
(25, 531)
337,154 (319, 997)
(2, 156)
1,232,018 (332, 489)
189, 282 521, 771
$1.421, 300 $ 189, 282

1999
$1, 027, 240

243, 658

(60, 671)
14,014
4,007

(3,271)
(8, 570)
(9, 465)

27,333
58, 016

37,433
1,329, 724

(872, 984)

(54, 715)

(11, 890)
29, 209
(910, 380)

7,772
(564, 838)

(219, 179)
741, 575

(176)
(34, 846)

384, 498

137, 273
$ o521, 771

statenents.



Bal ances at Novenber 30, 1998
Conpr ehensi ve i ncone:
Net incone
Forei gn currency
transl ation adj ust nent
Changes in securities
val uation al | onance
Total conprehensive incone
Cash di vi dends
I ssuance of stock in
public offering, net
| ssuance of stock to acquire
mnority interest in
Qunard Line Linted
I ssuance of stock under
stock pl ans
Anortization of unearned stock
conpensat i on
Bal ances at Novenber 30, 1999
Conpr ehensi ve i ncone:
Net incone
Forei gn currency
transl ation adj ust nent
Changes in securities
val uation all owance, net
Total conprehensive incone
Cash di vi dends
| ssuance of stock under
stock pl ans
Anortization of unearned stock
conpensati on
Effect of conforming Costa's
reporting period
Purchase of treasury stock
Bal ances at Novenber 30, 2000
Conpr ehensi ve i ncone:
Net incone
Forei gn currency
transl ation adjustnent, net
Changes in securities
val uation all onance, net
M ni mum pension liability
adj ust nent
Changes rel ated to cash flow
derivative hedges, net
Transition adj ust ment
for cash flow
derivative hedges
Total conprehensi ve incone
Cash di vi dends
I ssuance of stock under
stock pl ans
Anortization of unearned stock
conpensat i on
Effect of conformng Airtours'
reporting period
Bal ances at Novenber 30, 2001

The acconpanyi ng notes are an integral

CARNI VAL CORPCRATI ON

CONSCLI DATED STATEMENTS OF SHAREHOLDERS' EQUI TY

(in thousands)

Unearned  Accumul at ed Tot al
Conpr e- Addi tional st ock ot her share-
hensi ve paid-in Retained conpen- conprehensive Treasury  hol ders'
i ncone Conmon_st ock capital earnings sation incone (loss) st ock equity
$5, 955 $ 880,488 $3,379,628 $(5,294) $ 24,699 $ $4, 285, 476
$1, 027, 240 1, 027, 240 1, 027, 240
(19, 209) (19, 209) (19, 209)
(4,374) (4,374) (4,374)
$1. 003, 657
(230, 370) (230, 370)
170 725, 062 725, 232
32 127,037 127, 069
13 24,821 (7,326) 17,508
2, 675 2,675
6,170 1,757,408 4,176, 498 (9, 945) 1,116 5, 931, 247
$ 965, 458 965, 458 965, 458
(73,943) (73,943) (73, 943)
(2,232) (2,232) (2,232)
£ 880,283
(250, 923) (250, 923)
6 15, 489 (5,977) 9,518
3,639 3, 639
(7,010) (7,010)
(705, 137) (705, 137)
6, 176 1,772,897 4,884,023 (12, 283) (75, 059) (705,137) 5,870,617
$ 926, 200 926, 200 926, 200
45,781 45,781 45,781
6,411 6, 411 6,411
(5,521) (5,521) (5,521)
(4, 330) (4, 330) (4, 330)
(4,214) (4, 214) (4, 214)
$ 064,327
(246, 021) (246, 021)
24 32,351 (4, 601) (22, 500) 5,274
4, 486 4, 486
(7,906) (7,906)
$6. 200 $1,805.248 $5 556,296 $(12,3908) $(36.932) $(727.637) $6.590. 777

part of these consolidated financial

statenents.



CARNI VAL CORPORATI ON
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS

NOTE 1 - GENERAL
Description of Business

Carnival Corporation is a Panamani an corporation and along with its consoli dated
subsidiaries is referred to collectively in these consolidated financial statenents and
el sewhere in this 2001 Annual Report as "we," "our" and "us." W are a global vacation and
| ei sure travel provider that operates six cruise |ines under the brand nanes Carniva
Cruise Lines ("Carnival"), Costa Cruises ("Costa"), Cunard Line ("Cunard"), Holland Anerica
Line ("Holland Anerica"), Seabourn Cruise Line ("Seabourn") and W ndstar Cruises
("Wndstar") and a tour business, Holland America Tours ("Tours"). Carnival operates
fifteen cruise ships with destinations primarily to the Cari bbean, the Bahanas and the
Mexi can Riviera. Holland America operates ten cruise ships with destinations primarily to
Al aska, the Caribbean and Europe. Costa operates seven cruise ships with destinations
primarily to Europe, the Caribbean and South Anerica. Cunard operates two prem unl | uxury
crui se ships and Seabourn and W ndstar each operate four luxury ships with destinations to
the Cari bbean, Europe, Central Anerica and other worldw de locations. Tours is the |argest
crui se/tour operator in Alaska and the Canadi an Yukon. Tours also narkets sightseeing
packages, both separately and as a part of its cruise/tour packages.

Preparation of Financial Statenments

The preparation of our consolidated financial statenents in accordance with accounting
principles generally accepted in the United States of Anerica requires us to nmake estimates
and assunptions that affect the anpbunts reported and disclosed in our financial statenents.
Actual results could differ fromthese estimates. All material interconpany accounts,
transactions and unrealized profits and | osses on transactions within our consolidated
group and with affiliates are elimnated in consolidation

NOTE 2 - SUMMARY COF SI GNI FI CANT ACCOUNTI NG PCLI ClI ES
Basi s of Presentation

We consol i date subsidiaries over which we have control, as typically evidenced by a
direct ownership interest of greater than 50% For affiliates where significant influence
over financial and operating policies exists, as typically evidenced by a direct ownership
interest from20%to 50% the investnent is accounted for using the equity nethod. See
Note 5.

Prior to our acquisition of Costa in late fiscal 2000, we accounted for our 50%
interest in Costa using the equity nmethod and recorded our portion of Costa's operating
results as earnings fromaffiliated operations on a two-nonth |lag basis. For Septenber,

Oct ober and Novenber, 2000, we continued to record our 50% interest in Costa's operating
results for the months of July, August and Septenber, 2000, respectively, using the equity
met hod. As of Novenber 30, 2000, we changed how we report Costa's operating results froma
two-nonth lag basis to reporting on Costa's current nonth's results. At that tine, Costa's
operating results for the nonths of October and Novenber 2000 were recorded as a direct
charge to retained earnings in our Novenber 30, 2000 consolidated bal ance sheet and our
Novenber 30, 2000 consolidated bal ance sheet included Costa's Novenmber 30, 2000 bal ance
sheet. The inpact of conform ng Costa's reporting period on our fiscal 2000 revenues,
operating incone and net income was not material. Commencing in fiscal 2001, Costa's
results of operations were consolidated on a current nonth basis in the sane nmanner as our
ot her whol |l y-owned subsidiaries. See Note 17



Cash and Cash Equival ents and Short-Term | nvestnents

Cash and cash equival ents include investnments with original maturities of three nonths
or less and are stated at cost. At Novenber 30, 2001 and 2000, cash and cash equival ents
included $1.38 billion and $157 nmillion of investnents, respectively, primarily conprised
of strong investnent grade asset-backed debt obligations and noney nmarket funds in 2001 and
time deposits in 2000.

Short-terminvestnments are conprised of marketable debt and equity securities which
are categorized as available for sale and, accordingly, are stated at their fair val ues.
Unrealized gains and | osses are included as a conponent of accunul ated other conprehensive
incone (loss) within sharehol ders' equity ("AOCI") until realized. The specific
identification nethod is used to deternine realized gains or |osses.

I nventories

I nventories consist primarily of provisions, spare parts, supplies and fuel carried at
the | ower of our weighted-average cost or nmarket.

Property and Equi pment

Property and equi pnent are stated at cost. Depreciation and anortization was conputed

using the straight-line nethod over our estimate of average useful lives as follows:
Year s
Shi ps 30
Bui | di ngs and i nprovenents 10-40
Transportation equi pnent and ot her 2-20
Leasehol d i nprovenents Shorter of |ease term

or related asset life

We review our long-lived assets and goodwi ||l for inpairnent whenever events or changes
in circunstances indicate that the carrying anount of these assets may not be fully
recoverable. The assessnent of possible inmpairnent is based on our ability to recover the
carrying value of our asset based on our estinate of its undiscounted future cash fl ows.

If these estimated future cash flows are less than the carrying value of the asset, an
i npai rnment charge is recognized for the difference between the asset's estinmated fair val ue
and its carrying value (see Notes 4 and 16).

Drydock costs are included in prepaid expenses and are anortized to operating expenses
using the straight-line nethod generally over one or two years.

Ship i nprovenent costs that we believe add value to our ships are capitalized to the
shi ps, and depreci ated over the inprovenents' estimated useful lives, while costs of
repairs and mai ntenance are charged to expense as incurred. W capitalize interest on
shi ps and other capital projects during the construction period. Upon the replacenent or
refurbi shnent of previously capitalized ship conponents, these assets' estinmated cost and
accurul at ed depreciation are witten-off and any resulting gain or loss is recognized in
operations. No material gains or |osses were recognized in fiscal 2001, 2000 or 1999. See
Not e 3.

Investnents in Affiliates

At Novenber 30, 2000, the costs in excess of the net assets acquired ("goodw IIl") of
our affiliate, Airtours plc ("Airtours"), was $195 nillion. Goodw Il was anortized using
the straight-line nmethod, principally over 40 years and was recorded as "(Loss) |Income from
Affiliated Operations, Net" in the acconpanying statenents of operations (see Notes 5 and
16).



Goodwi | |

Goodwi I | was anortized using the straight-line nethod over 40 years. At Novenber 30,
2001, goodwi Il consisted of $275 million fromour acquisition of HAL Antillen, N. V., the
parent conpany of Holland Anerica, Wndstar and Tours, $235 nillion from our acquisition of

Cunard and $260 nmillion fromour fiscal 2000 acquisition of Costa (see Notes 4 and 16).
Derivative Instrunents and Hedgi ng Activities

We utilize derivative instrunents, currently forward and swap contracts, to limt our
exposure to fluctuations in foreign currency exchange rates, to nmanage our interest rate
exposure, and to achieve a desired proportion of variable and fixed rate debt (see Note
11).

Qur nost significant contracts to buy foreign currency are forward contracts entered
into to fix the cost in United States ("U.S.") dollars of ten of our foreign currency
denom nat ed shi pbuilding commtnents (see Note 7). |f our shipbuilding contract is
denom nated in the functional currency of the cruise line that is expected to be operating
the ship, we do not enter into a forward contract to hedge that conmtnent.

Ef fective Decenber 1, 2000, we adopted Statenent of Financial Accounting Standards
("SFAS") No. 133, as anended, "Accounting for Derivative Instrunments and Hedgi ng
Activities", which requires that all derivative instrunents be recorded on our bal ance
sheet at their fair values. Derivatives that are not hedges nust be recorded at fair val ue

and the changes in fair value nust be immediately included in earnings. |If a derivative is
a fair value hedge, then changes in the fair value of the derivative are offset against the
changes in the fair value of the underlying hedged firmcomritnent. |If a derivative is a

cash flow hedge, then changes in the fair value of the derivative are recognized as a
conmponent of AQCI until the underlying hedged itemis recognized in earnings. The
ineffective portion of a hedge derivative's change in fair value is i mediately recogni zed
in earnings. We formally docunent all relationships between hedging instrunents and hedged
itens, as well as our risk nmanagenent objectives and strategies for undertaki ng our hedge
transactions.

The total $578 million of current and long-termfair value of hedged firm conm t nment
assets on our Novenber 30, 2001 bal ance sheet, principally includes $567 mllion of
unreal i zed gains on our shipbuilding commtnents denoninated in foreign currenci es because
of the strengthening of the dollar conpared to the euro. In addition, the total $581
mllion of fair value of derivative contract liabilities on our November 30, 2001 bal ance
sheet, principally includes $567 nillion of unrealized | osses on our forward foreign
currency contracts relating to those sane shipbuilding commtnents, which are used to fix
the cost of our shipbuilding conmtnents in U S. dollars, and effectively offsets the
rel ated hedged firm comn tnent assets.

We classify the fair value of our derivative contracts and the offsetting fair val ue
of our hedged firmcomitnents as either current or long-termliabilities and assets
dependi ng on whether the maturity date of the derivative contract is within or beyond one
year from our bal ance sheet date, respectively. The cash flows from derivatives treated as
hedges are classified in our statenents of cash flows in the same category as the item
bei ng hedged.

Upon adoption of SFAS No. 133 on Decenber 1, 2000, our recorded assets and liabilities
each increased by approxinmately $540 million. This increase in assets and liabilities
primarily represented the recording of offsetting unrealized gains and | osses on our
shi pbuil ding contracts and related foreign currency forward contracts, respectively. In
accordance with the transition provisions of SFAS No. 133, we recorded an adjustnent of
$4.2 million in AOCI to record the unrealized net |osses fromour cash fl ow hedges that
exi sted on Decenmber 1, 2000.



Derivative gains and | osses included in AOCI are reclassified into earnings at the
same tinme the underlying hedged transaction is recorded in earnings. During fiscal 2001,
all net changes in the fair value of both our fair value hedges and the offsetting hedged
firmcomitnents and our cash flow hedges were immterial, as were any ineffective portions
of these hedges. No fair value hedges or cash flow hedges were derecogni zed or
di scontinued in fiscal 2001, and the anpbunt of estinmated unrealized net |osses which are
expected to be reclassified to earnings in the next twelve nonths is not material. At
Noverber 30, 2001, ACCI included $8.5 million of unrealized net |osses fromcash flow hedge
derivatives, which were substantially all variable to fixed interest rate swap agreenents

Finally, if any of the three shipyards with which we have contracted to build our
ships is unable to perform we would still be required to performunder our foreign
currency forward contracts related to that shipyard's shipbuilding contracts. Accordingly,
based upon the circunstances, we nmay have to discontinue the accounting for those forward
contracts as hedges, if the shipyard can not perform

Prior to fiscal 2001, changes in the fair values of and any di scounts or prem uns on,
our shipbuilding forward foreign currency contract hedges were recorded at maturity, which
coincided with the dates when the related foreign currency paynents were to be nmade, with
any resulting gains or |losses recorded as a decrease or increase, respectively, to the cost
pai d for our ships.

Prior to fiscal 2001, the fair values of our interest rate swap agreenents were not
recorded in our financial statenents. Any differences paid or received on interest rate
swap hedges were recogni zed as adjustnents to interest expense over the life of the swap
thereby adjusting the effective interest rate on our underlying debt.

Revenue and Expense Recognition

Guest cruise deposits represent unearned revenues and are initially recorded as
custoner deposit liabilities on our bal ance sheet when received. Custoner deposits are
subsequently recogni zed as cruise revenues, together with revenues from onboard activities
and all associated direct costs of a voyage, generally upon conpletion of voyages with
durations of ten days or less and on a pro rata basis for voyages in excess of ten days.
Revenues and expenses fromour tour and rel ated services are recognized at the tinme the
services are perfornmed or expenses are incurred.

In fiscal 2001, we adopted Staff Accounting Bulletin ("SAB") 101, "Revenue Recognhition
in Financial Statenments" which provides gui dance on the recognition, presentation and
di scl osure of revenues in financial statenents. Qur adoption of this SAB did not have a
mat eri al inpact on our financial statenents.

Advertising Costs

Substantially all of our advertising costs are charged to expense as incurred, except
costs which result in tangible assets, such as brochures, which are recorded as prepaid
expenses and charged to expense as consuned. Advertising expenses totaled $214 mllion in
fiscal 2001, $181 nillion in fiscal 2000 and $178 nmillion in fiscal 1999. At Novenber 30,
2001 and 2000, the ampbunt of advertising related costs included in prepaid expenses was not
mat eri al

Foreign Currency Translations and Transactions

For our foreign subsidiaries and affiliates using the local currency as their
functional currency, assets and liabilities are translated at exchange rates in effect at
the bal ance sheet dates. Translation adjustnents resulting fromthis process are reported
in AOCI. Revenues and expenses of these foreign subsidiaries and affiliates are transl ated
at wei ght ed- average exchange rates for the period. Exchange gains and | osses arising from



transactions denom nated in a currency other than the functional currency of the entity
i nvol ved are i medi ately included in our earnings.

Ear ni ngs Per Share

Basi ¢ earnings per share is conputed by dividing net incone by the weighted average
nunber of shares of common stock outstanding during each period. Diluted earnings per share
is conputed by dividing net incone, as adjusted, by the weighted-average nunber of shares
of common stock, commpn stock equival ents and other potentially dilutive securities
out standi ng during each period. See Note 14.

St ock- Based Conpensati on

We account for our enployee and director stock-based conpensation using the intrinsic
val ue net hod and disclose fair value pro forma information (see Note 13).

Concentrations of Credit Risk

As part of our ongoing control procedures, we nonitor concentrations of credit risk
associated with financial and other institutions with which we conduct significant
busi ness. Credit risk, including counterparty nonperformance under derivative instrunments,
contingent obligations and new ship progress payment guarantees, is considered mnimal, as
we primarily conduct business with large, well-established financial institutions who have
long-termcredit ratings of A or above. |In addition, we have established guidelines
regarding credit ratings and investnment maturities that seek to maintain safety and
liquidity.

We al so nonitor the creditworthiness of our custoners to which we grant credit terns
in the normal course of our business. Concentrations of credit risk associated with these
recei vables are considered mninmal prinmarily due to their short maturities. W have
experienced only mninmal credit | osses on our trade receivables. W do not nornmally
require collateral or other security to support normal credit sales. However, we do
normal ly require collateral and/or guarantees to support notes receivable on significant
asset sal es and new ship progress paynents to shipyards.

Recl assi fications

Recl assi fications have been made to prior year anounts to conformto the current year
presentati on.
NOTE 3 - PROPERTY AND EQUI PMVENT

Property and equi pnent consisted of the followi ng (in thousands):

Novenber 30,
2001 2000
Shi ps $ 8,892,412 $8, 575, 563
Shi ps under construction 592, 781 320, 480
9, 485, 193 8, 896, 043
Land, buildings and i nprovenents 264, 294 275, 203
Transportation equi pnent and ot her 349, 188 314, 417
Total property and equi pnent 10, 098, 675 9, 485, 663
Less accunul at ed depreciation and anortization (1, 708, 445) (1, 484, 345)

$ 8,390, 230 $8, 001, 318

Capitalized interest, primarily on our ships under construction, amunted to $29
mllion in fiscal 2001 and $41 nmillion in both fiscal 2000 and fiscal 1999. Ships under



construction include progress paynents for the construction of the ship, as well as design
and engi neering fees, capitalized interest, construction oversight costs and vari ous owner
supplied itens. At Novenber 30, 2001, two ships with an aggregate net book val ue of $617
mllion were pledged as collateral pursuant to a $126 million note and a $430 nmillion
contingent obligation (see Notes 6 and 8).

Mai nt enance and repair expenses and drydock anortization were $160 nmillion, $132
mllion and $113 million in fiscal 2001, 2000 and 1999, respectively.

NOTE 4 - | MPAI RVENT CHARGE

During fiscal 2001, we reviewed our long-lived assets and goodwi || for which there
were indications of possible inpairnent. The assets we reviewed were prinmarily from our
Cunard and Seabourn brands, since we had experienced continued | osses fromthese brands and
had recently restructured their operations and nmade changes to their senior nmanagenent. In
addition, we reviewed a Holland Anerica note receivable collateralized by a ship, the
former Ni euw Ansterdam which we sold to a conpany whose parent decl ared bankruptcy in the
fourth quarter of fiscal 2001. Based on these reviews, we recorded an inpairnent charge,
including a loss on the sale of two Seabourn ships, of approximately $140 mllion in fisca
2001, including $39 million in the fourth quarter of 2001. This charge included a $36
mllion wite-off of Seabourn's goodwi |l balance; a $71 million reduction in the carrying
val ue of ships, primarily those operated by Cunard and Seabourn; a $15 million wite-down
of the Holland America note receivable; an $11 nillion loss fromthe sale of the Seabourn
Goddess | and I1; and a $6 mllion wite-down of the carrying value of two of Tours' hote
properties. The note receivable and ship fair values were based on third party appraisals
or negotiations with unrelated third parties, and the fair values of the goodwi |l and
hotel s were based on our estimates of discounted future cash fl ows.

NOTE 5 - | NVESTMENTS I N AND ADVANCES TO AFFI LI ATES

On June 1, 2001, we sold our investnment in Airtours, which resulted in a nonoperating

net gain of $101 million and net cash proceeds of $492 million. Cunulative foreign
currency translation |losses of $59 million were reclassified fromAOCI and included in
determning this 2001 net gain. W also recorded a direct charge of $8 mllion to our

retained earnings in fiscal 2001, which represented our share of Airtours' |osses for Apri
and May 2001, since Airtours' results were reported on a two-nonth |ag.

In fiscal 2001, we sold our interest in CRC Holdings, Inc. ("CRC') to an unrelated

third party, which resulted in a nonoperating net gain of $16 nmllion and net cash proceeds
of $39 nmillion. One of the nenbers of our Board of Directors was a principal sharehol der
in CRC

Di vi dends received fromaffiliates were $13 mllion, $16 mllion and $15 million in

fiscal 2001, 2000 and 1999, respectively, which reduced the carrying val ue of our
investnents in affiliates in accordance with the equity nethod of accounting.

At Novenber 30, 2000, affiliated conpanies that we accounted for using the equity
met hod, excluding Costa, had current assets, long-termassets, current liabilities, |ong-
termliabilities and sharehol ders' equity of $2.27 billion, $1.98 billion, $1.85 billion
$1.53 billion and $870 million, respectively.

I ncone statement and segnent information for our affiliated conpani es accounted for
using the equity nmethod, including Airtours and Costa, was as follows (in thousands):



Fi scal Years Ended

2000 1999
Revenues $6, 669, 052 $5, 963, 425
G oss margin $1, 345, 593 $1, 265, 614
Operating i nconme $ 5,114 $ 359,953
Depreci ation and anortization $ 152,123 $ 133,302
Net incone $ 19, 770 $ 255,146
Capital expenditures $ 650,098 $ 356, 267

Since we sold our interest in Airtours and CRC during fiscal 2001, no data has been
presented for fiscal 2001.

NOTE 6 - LONG TERM DEBT
Long-term debt consisted of the follow ng (in thousands):

Novenber 30,
2001 (a) 2000 (a)

Euro note, secured by one ship, bearing

interest at euribor plus 0.5% (4.8% and 5. 7%

at Novenber 30, 2001 and 2000, respectively),

due through 2008 $ 125,770 $ 141,628
Unsecured notes, bearing interest

at rates ranging from®6.15%to

7.7% due through 2028(b) 848, 779 848, 657
Unsecured euro notes, bearing interest at

rates ranging fromeuribor plus 0.19%to

euribor plus 1.0% (3.9%to 4. 9%

and 5.2%to 6.1% at Novenmber 30, 2001 and

2000, respectively), due 2005 and 2006 604, 068 814, 076
Unsecured euro notes, bearing interest at 5. 57%
due in 2006 266, 223
Unsecured 2% convertible notes, due in 2021 600, 000
Unsecur ed zero-coupon convertible notes, net of
di scount, with a face value of $1.05 billion
due in 2021 501, 945
Commerci al paper, bearing interest at 6.6% 342, 846
$200 million multi-currency revolving credit
facility drawn in euros, bearing interest at
5.3% at Novenber 30, 2000 160, 862
O her 29, 833 39, 227
2,976,618 2,347, 296
Less portion due within one year (21, 764) (248, 219)
$2, 954, 854 $2, 099, 077

(a)All borrowings are in U S. dollars unless otherwi se noted. Euro denom nated notes have
been translated to U.S. dollars at the period end exchange rate. At Novenmber 30, 2001
and 2000, approximately 66% and 52% of our debt was U. S. dollar denom nated and 34% and
48% was eur o denom nated, respectively.

(b) These notes are not redeemable prior to maturity.

In April 2001, we issued $600 nmillion of unsecured 2% notes that are convertible into
15.3 mllion shares of our conmon stock at a conversion price of $39.14 per share, subject
to adjustnment, contingent upon the price of our conmon stock being greater than 110% of the
conversion price. This condition was not nmet during fiscal 2001. Subsequent to April 14,



2008, we nmy redeemall or a portion of the notes at their face value plus any unpaid
accrued interest. In addition, on April 15 of 2005, 2008 and 2011 the notehol ders may
require us to repurchase all or a portion of the outstanding notes at their face value plus
any unpaid accrued interest. Upon conversion, redenption or repurchase of the notes we nmay
choose to deliver conmon stock, cash or a conbination of cash and commpn stock with a tota
val ue equal to the value of the consideration otherw se deliverable. See Note 14.

In Cctober 2001, we received net proceeds of $489 nillion fromthe issuance of zero-
coupon convertible notes. These notes have a yield to maturity of 3.75% and are
convertible comencing on March 1, 2002 into 17.4 mllion shares of our common stock, based

on a conversion rate, subject to adjustnent, of 16.5964 shares for each $1, 000 principa
anount at maturity of notes. The conversion feature is contingent upon the price of our
comon stock reaching certain targeted | evels, also subject to adjustnent. These | evels
comence at a | ow of $31.94 per share in fiscal 2002 and increase quarterly to $65.92 per
share in fiscal 2021. Subsequent to October 23, 2008, we may redeemall or a portion of
the notes at their accreted values. |In addition, on October 24 of 2006, 2008, 2011 and
2016 the noteholders may require us to repurchase all or a portion of the outstanding notes
at their accreted values. Upon conversion, redenption or repurchase of the notes we may
choose to deliver conmon stock, cash or a conbination of cash and commpn stock with a tota
val ue equal to the value of the consideration otherw se deliverable. See Note 14.

In May 2001, Costa entered into a five-year $231 million unsecured euro denom nated
revolving credit facility of which $137 nmillion was avail able at Novermber 30, 2001.

Ef fective July 2001, we replaced our $1 billion unsecured revolving credit facility
and our $200 million unsecured nmulti-currency revolving credit facility with a $1.4 billion
unsecured nmulti-currency revolving credit facility, due June 2006. The new revolving credit
facility bears interest at |ibor/euribor plus 17 basis points ("BPS"), which will vary

based on changes to our senior unsecured |long-termdebt ratings, and provides for an
undrawn facility fee of eight BPS. Qur conmmercial paper programis supported by this
revolving credit facility and, accordingly, any anpunts outstanding under our conmerci al
paper program reduce the aggregate anount avail able under this facility. Since our
comerci al paper was backed by our long-termrevolving credit facilities, balances

out st andi ng under our conmercial paper prograns were classified as long-termin our
Novenber 30, 2000 bal ance sheet. At Novenber 30, 2001, our entire $1.4 billion facility
was available. This facility and other of our | oan agreenents contain covenants that
require us, anong other things, to maintain a mninum debt service coverage and linmt our
debt to tangible capital ratio. In addition, our ability to draw upon the then avail able
portion of our $1.4 billion credit facility could be termnated if our business suffers a
mat eri al adverse change. At Novenber 30, 2001, we were in conpliance with all of our debt
covenants

At Novenber 30, 2001, the schedul ed annual maturities of our |long-term debt was as
follows (in thousands):

Fi scal

2002 $ 21,764
2003 145, 897
2004 140, 209
2005 885, 365(a)
2006 1, 226, 860( a)
Thereafter 556, 523

$2, 976, 618

(a) I ncludes our 2% convertible notes in 2005 and our zero-coupon convertible notes in 2006
based on the date of the noteholders first put option

Debt issuance costs are generally anortized to interest expense using the straight-
line nmethod over the termof the notes or to the noteholders first put option date,



whi chever is earlier. |In addition, all |oan issue discounts are anprtized to interest
expense using the effective interest nethod over the termof the notes.

NOTE 7 - COWM TMENTS
Ship Conmi tnents

A description of our ships under contract for construction at Novenber 30, 2001 was as

follows (in mllions, except passenger capacity data):
Expect ed Esti nmat ed
Service Passenger Tot al
Shi p Dat e( 1) Shi pyard Capacity(2) Cost (3)
Car ni val
Carnival Pride(4) 12/ 01 Masa- Yar ds(5) 2,124 $ 375
Car ni val Legend 8/ 02 Masa- Yar ds(5) 2,124 375
Car ni val Conquest 12/ 02 Fi ncantieri 2,974 500
Carnival dory 8/ 03 Fi ncantieri 2,974 500
Carnival Mracle 4/ 04 Masa- Yar ds(5) 2,124 375
Car ni val Val or 11/ 04 Fi ncantieri (5) 2,974 500
Total Carnival 15, 294 2,625
Hol | and Aneri ca:
Zui der dam 12/ 02 Fi ncantieri (5) 1, 848 410
Qost erdam 7/ 03 Fi ncantieri (5) 1, 848 410
Newbui | d 5/ 04 Fi ncantieri (5) 1, 848 410
Newbui | d 11/ 05 Fi ncantieri (5) 1, 848 410
Total Holland Anerica 7,392 1, 640
Cost a:
Costa Mediterranea 7/ 03 Masa- Yards (6) 2,114 335
Costa Fortuna 1/ 04 Fi ncantieri (6) 2,720 390
Costa Magica 12/ 04 Fi ncantieri (6) 2,720 390
Total Costa 7,554 1,115
Cunar d:
Queen Mary 2 12/ 03 Chantiers de
|" Atlantique(5) 2,620 780
Newbui | d(7) 2/ 05 Fi ncantieri (5) 1, 968 410
Total Cunard 4,588 1,190
Tot al 34,828 $6, 570

(1) The expected service date is the date the ship is currently expected to begin its
first revenue generating cruise.

(2) I'n accordance with cruise industry practice, passenger capacity is calcul ated based
on two passengers per cabin even though sone cabins can accommpdate three or four
passengers.

(3) Estimated total cost of the conpleted ship includes the contract price with the
shi pyard, design and engineering fees, capitalized interest, various owner supplied
itenms and construction oversight costs.

(4) On Decenber 14, 2001, we accepted delivery of the Carnival Pride.

(5) These construction contracts are denom nated in euros and have been fixed into U S
dollars through the utilization of forward foreign currency contracts. At Novenber 30
2001, the $567 million of unrealized |losses fromthese forward contracts has been
recorded as fair value of derivative contract liabilities on our November 30, 2001
bal ance sheet and are also included in the above estimated total cost of these
construction contracts.

(6) These construction contracts are denom nated in euros, which is Costa's functiona
currency. The estimated total costs have been translated into U.S. dollars using



the Novenber 30, 2001 exchange rate.
(7) This construction contract and related forward contracts were transferred from Hol | and
Anerica to Cunard in Decenber 2001.

In addition to these ship construction contracts, in Decenber 2001, we entered into
one shipbuilding option with Fincantieri for a May 2006 delivery date. No assurance can be
given as to whether we will exercise this option

In connection with our ships under contract for construction, we have paid
approxi mately $593 million through Novenber 30, 2001 and antici pate paying the remaining

estimated total cost as follows (in mllions):
Fi scal
2002 $1, 751
2003 1,501
2004 2, 037
2005 688
$5, 977

Port Facilities

At Novenber 30, 2001, we had conmitnents through 2023, with initial or remaining terns
in excess of one year, to pay mninumamunts for our annual usage of port facilities as
follows (in thousands):

Fi scal

2002 $ 21,831
2003 18, 947
2004 19, 318
2005 20, 667
2006 19, 211
Thereafter 178, 405

$278, 379

Operating Leases

Rent expense under our operating |leases, primarily for office and warehouse space, was
$13 mllion in fiscal 2001 and $10 nmillion in both fiscal 2000 and fiscal 1999. At
Novenber 30, 2001, mninum annual rentals for our operating | eases, with initial or
remai ning terns in excess of one year, were as follows (in thousands):

Fi scal

2002 $10, 100
2003 8, 600
2004 7,700
2005 7,600
2006 7,500
Thereafter 22,300

$63, 800

NOTE 8 - CONTI NGENCI ES
Litigation

Several actions have been filed against Costa, Cunard and Tours alleging that they
violated the Anericans with Disabilities Act ("ADA") by failing to make certain cruise
shi ps accessible to individuals with disabilities (collectively the "ADA Conpl ai nts").
Plaintiffs seek injunctive relief and fees and costs. These actions are proceeding.



Several actions filed in the U S. District Court for the Southern District of Florida
agai nst us and four of our executive officers on behalf of a purported class of purchasers
of our commpn stock were consolidated into one action in Florida (the "Stock Purchase
Complaint"). The plaintiffs have clained that statenents we nade in public filings
vi ol ated federal securities laws and seek unspecified conpensatory damages and attorney and
expert fees and costs. This action is proceeding.

The ultinate outconme of the pending ADA and Stock Purchase Conpl aints cannot be
determined at this tinme. W believe that we and our executive officers have neritorious
defenses to these clains and, accordingly, we intend to vigorously defend agai nst these
actions.

I n August 2000, we received a grand jury subpoena requesting that we produce docunents
and records concerning environnmental matters. We produced docunents in response to the
subpoena and are engaged in settlenent discussions with the Ofice of the U S. Attorney for
the Southern District of Florida. No charges have been | odged against us. |In the event
that the investigation results in adverse findings with regard to our conpliance with U S
|l aws pertaining to the environnent, a judgnment could include fines and nandatory provisions
relating to future conpliance practices, anmong other fornms of relief. However, the
ultimte outcome of this matter cannot be determined at this tine.

In February 2001, Holland Anerica Line-USA, Inc. ("HAL, Inc."), our wholly-owned
subsidiary, received a grand jury subpoena requesting that it produce docunents and records
relating to the air enissions fromHolland Anerica ships in Alaska. HAL, Inc. is
respondi ng to the subpoena. The ultimate outcone of this matter cannot be determ ned at
this tine.

Costa has instituted arbitration proceedings in ltaly to confirmthe validity of its
decision not to deliver its ship, the Costa Classica, to the shipyard of Cammell Laird
Hol di ngs PLC ("Cammel | Laird") under a $70 nmillion contract for the conversion and
| engt hening of the ship. Costa has also given notice of termnation of the contract. It
is expected that the arbitration tribunal's decision will be nade at the earliest by md-
2003. In the event that an award is given in favor of Canmell Laird the anpunt of damages
which Costa will have to pay, if any, is not currently determ nable. The ultinate outcone
of this matter cannot be deternmined at this tine.

In the normal course of our business, various other clains and | awsuits have been
filed or are pending against us. The majority of these clains and |l awsuits are covered by
i nsurance. W believe the ultimte outcome of any such actions, which are not covered by
i nsurance, will not have a material adverse effect on our financial statenents.

Contingent Obligations

At Novenber 30, 2001, we had contingent obligations totaling $787 mllion to
participants in |l ease out and | ease back type transactions for three of our ships, which
had an aggregate net book value of $980 nmillion. Only in the renmpte event of
nonperfornmance by certain major financial institutions, all of which have long-termcredit
ratings of AAA or AA, would we be required to make any paynents under these contingent
obligations. Between 2017 and 2022 we have the right to exercise options that would
term nate these transactions at no cost to us. As a result of these three transactions we
have received $67 nillion, which was recorded as deferred i ncone on our bal ance sheets and
is being anportized to nonoperating income through 2022. These transactions require that in
the event our long-termdebt ratings are reduced to A-, we nust provide a letter of credit
for $22 mllion, and if reduced bel ow BBB, we nust provide a letter of credit for an
additional $94 million, or alternatively provide nortgages in the amount of $94 mllion on
two of our ships.



Travel Vouchers

Pursuant to Carnival's and Holland Anerica's settlenment of port litigation, trave
vouchers with face values of $10 to $55 were required to be issued to qualified past
passengers. Approximately $125 nmillion of these travel vouchers are available to be used
for future travel prior to their expiration, principally in fiscal 2005. The anpbunt and
timng of the travel vouchers which may be redeened is not reasonably determ nable.
Accordingly, we will account for the redenption of these travel vouchers as a reduction to
our future revenues as they are used.

NOTE 9 - | NCOME AND OTHER TAXES

We believe that substantially all of our income, with the exception of our U S. source
incone fromthe transportation, hotel and tour businesses of Tours, is exenpt fromU. S
federal incone taxes. If we were found not to qualify for exenption pursuant to applicable
incone tax treaties or under the Internal Revenue Code, as anmended, (the "Code") or if the
Code were to be changed in a nmanner adverse to us, a portion of our incone would becone
subject to taxation by the U S. at higher than normal corporate tax rates.

Sonme of our subsidiaries, including Costa and Tours, are subject to foreign and/or
U.S. inconme taxes. In fiscal 2001, we recognized a $9 nillion income tax benefit from
Costa primarily due to changes in Italian tax laws. Finally, we do not expect to incur
i ncone taxes on future distributions of undistributed earnings of foreign subsidiaries and,
accordingly, no deferred income taxes have been provided for the distribution of these
ear ni ngs.

In addition to or in place of inconme taxes, virtually all jurisdictions where our
ships call, inpose taxes based on passenger counts, ship tonnage or sone other neasure.
These taxes are recorded as operating expenses in the acconpanying statenents of
oper ations.

NOTE 10 - SHAREHOLDERS' EQUITY

Qur Articles of Incorporation authorize our Board of Directors, at their discretion
to issue up to 40 million shares of our preferred stock. At Novenber 30, 2001 and 2000, no
preferred stock had been issued.

In Decenmber 1998, we issued 17 nmillion shares of our common stock in a public offering
and received net proceeds of approximately $725 nmillion. W issued the stock concurrent
with the addition of our commopn stock to the S&P 500 Conposite |ndex.

In February 2000, our Board of Directors authorized the repurchase of up to $1 billion
of our common stock. As of Novenber 30, 2001, we had repurchased 33.1 million shares of
our comon stock at a cost of $705 million pursuant to this authorization. |In addition, we
received 761, 000 shares of our conmmon stock from our chief executive officer valued at its
quoted market price of $23 million, which we recorded as treasury stock, in payment of the
exercise price for two mllion shares of our conmon stock issued to himpursuant to a stock
option plan (see Note 13).

At Novenber 30, 2001, there were 53 million shares of our common stock reserved for
i ssuance pursuant to our convertible notes and our stock option, enployee stock purchase,
restricted stock and dividend reinvestnment plans. During fiscal 2001, we declared cash
di vi dends aggregating $0.42 per share for the year

At Novenber 30, 2001 and 2000, AOCI included cumul ative foreign currency
transl ation adjustments which decreased sharehol ders' equity by $22 nmillion and $68
mllion, respectively.



NOTE 11 - FI NANCI AL | NSTRUMENTS

We estimated the fair value of our financial instrunents through the use of
public market prices, quotes fromfinancial institutions and other available
information. Considerable judgnent is required in interpreting data to devel op
estimates of fair value and, accordingly, anpunts are not necessarily indicative of
the ampbunts that we could realize in a current market exchange. CQur financi al
instrunents are not held for trading or other specul ative purposes.

Cash and Cash Equival ents

The carrying anpunts of our cash and cash equival ents approximte their fair val ues
due to their short maturities.

O her Assets

At Novenber 30, 2001 and 2000, |ong-term other assets included marketable securities,
held in Rabbi Trusts for certain of our nonqualified benefit plans, and notes and other
receivables, principally collaterized by a ship, the former N euw Ansterdam These assets
had carrying and fair values of $143 nmillion at Novenmber 30, 2001 and $135 nillion at
Novenber 30, 2000. Fair values were based on public nmarket prices, estinated di scounted
future cash flows or estimated fair val ues of collateral

Long- Ter m Debt

At Novenber 30, 2001 and 2000, the fair value of our long-termdebt, including
the current portion, was $2.95 billion and $2.27 billion, respectively, which was
$26 mllion and $75 nmillion less than its carrying value on those respective dates.
The net difference between the fair value of our long-termdebt and its carrying
val ue was due primarily to our issuance of debt obligations at fixed interest rates
that are below market interest rates in existence at the neasurenent dates. The
fair values of our unsecured notes, convertible notes and unsecured 5.57% euro notes
were based on their public market prices. The fair values of our other long-term
debt were estimted based on appropriate market interest rates being applied to this
debt .

Foreign Currency Contracts

We have forward foreign currency contracts, designated as foreign currency fair val ue
hedges, for ten of our euro denoninated shipbuilding contracts (see Note 7). At
Novenber 30, 2001 and 2000, the fair value of these forward contracts was an unrealized
| oss of $567 million and $538 million, respectively. These forward contracts nature
through 2005. The fair values of our forward contracts were estimated based on prices
quoted by financial institutions for these instrunents.

I nterest Rate Swaps

We have interest rate swap agreenents designated as fair val ue hedges whereby we
receive fixed interest rate paynents in exchange for naking variable interest rate
paynments. At Novenber 30, 2001, these interest rate swap agreenments effectively changed
$225 million of fixed rate debt with a wei ghted-average fixed interest rate of 6.8%to
Li bor-based floating rate debt.

In addition, we also have interest rate swap agreenents designated as cash fl ow hedges
whereby we receive variable interest rate paynents in exchange for making fixed interest
rate paynents. At Novenber 30, 2001 and 2000, these interest rate swap agreenents
effectively changed $637 nillion and $762 million, respectively, of euribor floating rate



debt to fixed rate debt with a weighted-average fixed interest rate of 5.3% and 5.2%
respectively.

These interest rate swap agreenents mature through 2006. At Novenber 30, 2001 and
2000, the fair value of our interest rate swaps was a net unrealized |oss of $3.3 nillion
and $2.8 mllion, respectively. The fair values of our interest rate swap agreenents were
estimat ed based on appropriate market interest rates being applied to these instrunents.

NOTE 12 - SEGVENT | NFORMATI ON

Qur cruise segrment included six cruise brands (five, excluding Costa, prior to fisca
2001), which have been aggregated as a single operating segnent based on the simlarity of
their economc and other characteristics. Cruise revenues are conprised of sal es of
passenger cruise tickets, including, in sone cases, air transportation to and fromthe
crui se ships, and revenues fromcertain onboard activities and other services. The tour
segnent represents the transportation, hotel and tour operations of Tours.

The significant accounting policies of the segnents are the same as those
described in Note 2 - "Summary of Significant Accounting Policies". Cruise revenues
i ncl uded intersegnent revenues which primarily represent billings to the tour
segnent for the cruise portion of a tour when a cruise is sold as a part of a tour
package. In addition, cruise and tour operating expenses included a cost allocation
of certain corporate and other expenses. Information for the cruise and tour
segnents for fiscal 2001, 2000 and 1999 was as follows (in thousands):



Operating

Depreci ation

i nconme and Capi t al Tot a
Revenues (1 oss) anortization expenditures assets
2001
Crui se $4, 357,942 958, 273 (a) $ 359,314 $ 801, 453 $ 9,905, 353(b)
Tour 229, 483 (10, 357) (a) 11, 474 25,108 188, 296(c)
Affiliated
operations(d) (44, 024)
I nt er segnent
elimnation (51, 674)
Cor por at e(e) (12,161) 1,436 7 1,469, 903
$4, 535, 751 891, 731 $ 372 224 $ 826,568 $11,563, 552
2000
Crui se $3, 578, 372 957, 226 $ 276, 483 $ 972,270 $ 9,093, 646(b)
Tour 259, 662 7, 664 10, 825 30, 129 199, 722(c)
Affiliated
oper ations 37,828(b) 437, 391
I nt er segnment
elimnation (59, 492)
Cor por at e(e) (19, 760) 359 949 100, 561
$3, 778,542 982, 958 $ 287 667 $1, 003, 348 $ 9,831, 320
1999
Crui se $3, 286, 701 947, 452 $ 232,942 $ 837,126 $ 6,938,411
Tour 271, 828 10, 403 10, 716 24,416 185, 591(c)
Affiliated
oper ations 75, 758(b) 586, 922
I nt er segnent
elimnation (61, 059)
Cor por at e(e) (13,914) 11, 442 575, 431
$3,497 470 $1,019, 699 $ 243 658 $ 872,984 $ 8,286,355
(a) Cruise and tour operating inconme (loss) included $134 nillion and $6 nillion of

i npai rrent char ges,

respectively (see Note 4).

(b) The Novenber 30, 2001 and 2000 cruise assets included Costa, while Costa's results

of operations were presented in the affiliated operations segnent for
1999(see Notes 2 and 17).

(c) Tour assets primarily included hotels in Alaska and the Canadi an Yukon
offering tours to the glaciers of Al aska,

2000 and

| uxury dayboats

not or coaches used for sightseeing and

charters in the states of Washington and Al aska and private, doned rail cars which are
run on the Al aska Railroad between Anchorage and Fai r banks.
(d) On June 1, 2001 we sold our investnent in Airtours. Accordingly, we did not record any

equity in the earnings or
2001.

quarter ended May 31,

(e) Operating |loss represented corporate expenses not allocated to segnents.
assets primarily included cash,

| osses fromthe affiliated operations of Airtours after our

costs and transportation assets.

cash equival ents

short-terminvest ments,

Cor porate
debt issuance

cons

gene
agen
Fran
t he

geog

See Note 5 for affiliated operations segnent information which were not included in our

ol i dat ed operations.

Forei gn revenues for our cruise brands, including Costa in 2001, represent sales
rated fromoutside the U S. primarily by foreign tour operators and foreign trave
cies. The mpjority of these foreign revenues are fromltaly, Canada, United Ki ngdom
ce, Germany and Spain. Foreign assets represent assets which are | ocated outside of
U.S. and included all of our ships. Revenues and year-end asset information by
raphic area was as follows (in thousands):



2001 2000 1999

Revenues:

United States $3, 489, 913 $3, 180, 667 $2, 934, 492

For ei gn 1, 045, 838 597, 875 562, 978
$4,535, 751 $3, 778,542 $3,497,470

Asset s:

United States $ 2,040, 145 $ 680, 897 $1, 063, 963

For ei gn 9, 523, 407 9, 150, 423 7,222,392

$11, 563, 552 $9, 831, 320 $8, 286, 355

NOTE 13 - BENEFI T PLANS
Stock Option Plans

We have stock option plans primarily for supervisory and managenent |evel enployees
and menbers of our Board of Directors. The plans are admi nistered by a conmittee of three
of our directors (the "Commttee") which determines who is eligible to participate, the
nunber of shares for which options are to be granted and the ampbunts that nay be exercised
within a specified term The option exercise price is generally set by the Cormmittee at
100% of the fair market value of the commobn stock on the date the option is granted.
Substantially all options granted during fiscal 2001, 2000 and 1999 were granted at an
exercise price per share equal to the fair nmarket value of our commobn stock on the date of
grant. Enpl oyee options generally have vested evenly over five years and have a ten year
termand director options granted prior to fiscal 2001 have vested i mmedi ately and have a
five or ten year term Director options granted subsequent to fiscal 2000 will vest evenly
over five years and have a ten year term At Novenber 30, 2001, options for 704,000 shares
were available for future grants under our 2001 Qutside Director Stock Option Plan. In
addi tion, on January 14, 2002, our Board of Directors authorized the adoption of our 2002
Stock Option Plan, subject to sharehol der approval, under which 40 nmillion shares will be
avail abl e for future option grants. A sunmary of the activity and status of our stock
option plans was as follows:

Wei ght ed
Aver age Exercise Price Nunber of Options
Per Share Years Ended Novenber 30,
2001 2000 1999 2001 2000 1999
Qut st andi ng opti ons-
begi nni ng of year $26.80 $22.70 $14.95 8, 840, 793 6,517, 168 5,987,574
Options granted $26.44 $35.92 $44.54 6, 580, 250 2,910, 575 1, 641, 400
Opti ons exerci sed $11.70 $13.43 $11.01 (2,218,075) (244, 850) (956, 706)
Opti ons cancel ed $35.15 $35.91 $26.55 (428, 675) (342, 100) (155, 100)
Qut st andi ng opti ons-
end of year $28.95 $26.80 $22.70 12,774,293 8,840, 793 6,517,168

Opti ons exerci sabl e-
end of year $25.96 $15.82 $12.64 2,972, 498 4,042,452 3,601, 993




Information with respect to outstanding and exerci sable stock options at Novenber 30,
2001 was as foll ows:

Opti ons Qut st andi ng Opti ons Exerci sabl e

Wei ght ed Wei ght ed Wei ght ed

Aver age Aver age Aver age

Exerci se Renwi ni ng Exerci se Exerci se
Pri ce Range Shar es Life (Years) Price Shar es Price

$ 1.94-% 2. 25 35, 980 (1) $ 2.05 35,980 $ 2.05
$ 6.94-%$10. 31 195, 800 0.7 $ 7.31 195, 800 $ 7.31
$10. 59- $15. 00 707, 000 3.3 $11. 37 707, 000 $11. 37
$16. 28- $22. 57 4,160, 269 9.1 $21. 59 545, 551 $19. 31

$24. 63- $29. 81 4,307, 144 8.6 $28. 75 460, 894 $26. 40

$33. 04-$41. 34 294, 000 7.8 $35. 22 117,733 $36. 04
$43. 56- $48. 56 3,074,100 7.7 $44. 36 909, 540 $44.73
Tot al 12, 774, 293 8.1 $28. 95 2,972, 497 $25. 96

(1) These stock options do not have an expiration date.

Pursuant to SFAS No. 123, we elected to use the intrinsic value nmethod of accounting
for enployee and director stock-based conpensation awards. Accordingly, we have not
recogni zed conpensati on expense for our nonconpensatory enpl oyee and director stock option
awards. Qur pro fornma net incone and earnings per share for fiscal 2001, had we elected to
adopt the fair value approach (which charges earnings for the estinated fair value of stock
options) of SFAS No. 123, would have been $904 nillion and $1.54 per share, and woul d not
have been materially different fromreported net incone and earnings per share for fisca
2000 and 1999.

The wei ght ed-average fair values of options we granted during fiscal 2001, 2000 and
1999 were $12.67, $13.31 and $15. 15 per share, respectively, at the dates of grant. The
fair values of options were estimated using the Bl ack-Schol es option pricing nodel with the
fol |l owi ng wei ght ed-average assunptions for fiscal 2001, 2000 and 1999, respectively;
expected dividend yields of 1.16% 1.17% and 0.80% expected volatility of 50.0% 28.9% and
26.3% risk free interest rates of 4.5% 6.4% and 4.8% and expected option |ife of six
years for all periods.

Restricted Stock Pl an

We have a restricted stock plan under which three executive officers have been issued
restricted shares of our commobn stock. These shares have the sanme rights as our comon
stock, except for restriction and forfeiture provisions. During fiscal 2001, 2000 and
1999, 150,000 shares of comon stock were issued each year which were valued at $5 nmillion
$6 mllion and $7 mllion, respectively. Unearned stock conpensation was recorded in
st ockhol ders' equity at the date of award based on the quoted market price of the shares on
the date of grant and is anortized to expense using the straight-line nethod fromthe grant
date through the vesting date. These shares vest five years after the grant date. As of
Novenber 30, 2001 and 2000 there were 647,000 shares and 497,000 shares, respectively,

i ssued under the plan which renain to be vested.

Defi ned Benefit Pension Plans
We have one qualified and one nonqualified defined benefit pension plan that is

available to full-tine Carnival and corporate shoreside enpl oyees who were enpl oyed by
Carni val before January 1, 1998. Qur funding policy for this qualified plan is to annually



contribute at |east the ampbunt required under the applicable |Iabor regulations. The
nonqualified plan is unfunded. 1In addition, we have two nonqualified plans, one for the
Car ni val shi pboard enpl oyees, except for deck and engine officers, and one suppl enent al
executive retirenment plan ("SERP") in which two executive officers currently participate.
The Carnival shipboard nonqualified plan is funded by contributions into a Rabbi Trust and
the SERP is unfunded. At Novenber 30, 2001, the Carnival shipboard plan had a m ni num
pension liability adjustnment of $5.5 million included in AOCI. Total expense for these
defined benefit pension plans was $8 million, $6 mllion and $4 mllion in fiscal 2001,
2000 and 1999, respectively.

Defined Contri bution Plans

We have several defined contribution plans available to substantially all U S. and
Canadi an enpl oyees, to Cunard's United Kingdom enpl oyees and to Carnival's shipboard deck
and engine officers. W contribute to these plans based on enpl oyee contributions, salary
|l evels and length of service. Total expense relating to these plans was $8 nillion, $7
mllion and $6 nmillion in fiscal 2001, 2000 and 1999, respectively.

Enpl oyee St ock Purchase Pl an

We have an Enpl oyee Stock Purchase Plan which is authorized to issue up to 4,000, 000
shares of our common stock to substantially all of our enployees. The purchase price is
derived froma fornula based on 85% of the fair market val ue of our conmon stock during the
si x-month purchase period, as defined. During fiscal 2001, 2000 and 1999, we issued
82,733, 171,886 and 144,911 shares, respectively, at a wei ghted-average share price of
$21.94, $26.36 and $36.67, respectively, under this plan

NOTE 14 - EARNI NGS PER SHARE

Qur basic and diluted earnings per share were conmputed as follows (in thousands,
except per share data):

Years Ended Novenber 30,

2001 2000 1999
Net incone $926, 200  $965, 458 $1, 027, 240
Ef fect on net incone of assumed

i ssuance of affiliate securities (3,299)
Net incone, as adjusted $926, 200 $965, 458 $1,023,941
Wei ght ed average common shares

out st andi ng 585, 064 599, 665 612, 484
Dilutive effect of stock plans 1,798 2,247 3,516
Di | ut ed wei ghted aver age

shar es out st andi ng 586, 862 601,912 616, 000
Basi ¢ earni ngs per share $1.58 $1.61 $1.68
Di | ut ed earni ngs per share 1.58 $1. 60 1.66

During fiscal 2001, 2000 and 1999, the exercise prices for 5.4 mllion, 4.4 mllion
and 1.1 mllion options, respectively, were greater than the average fair narket prices of
our comon stock for those periods and, consequently, were excluded from our diluted
earni ngs per share conputations since they were anti-dilutive.

In addition, our 2001 diluted earnings per share conputation did not include 32.7
mllion shares of our common stock issuable upon conversion of our 2% and zero-coupon
convertible notes, as this comopn stock was not issuable under the contingent issuance
provi sions of these debt instruments.



NOTE 15 - SUPPLEMENTAL CASH FLOW | NFORMATI ON

YEARS ENDED NOVEMBER 30,
2001 2000 1999
(in thousands)

Cash paid (received) for:
Interest, net of anmpunt capitalized $109, 321 $40, 431 $ 49, 836
I ncone taxes $ 3,931 $ (800) $ 3,841

Noncash investing and financing activities:
Common stock received as paynent of

stock option exercise price $ 22,500
Not e recei ved upon the
sal e of the Ni euw Anst erdam $84, 500
Common stock issued for acquisition of
Cunard Line Limted mnority interest $127, 069

NOTE 16 - RECENT ACCOUNTI NG PRONOUNCEMENTS

In June 2001, SFAS No. 141, "Business Conbinations" and SFAS No. 142, "Goodw Il and
Ot her Intangi ble Assets" were issued. SFAS No. 141 requires business conbinations
initiated after June 30, 2001 to be accounted for using the purchase nmethod. SFAS No. 141
also further clarifies the criteria for recognition of intangible assets separately from
goodwi I I . Qur adoption of this standard is not expected to have a naterial effect on our
accounting for prior business conbinations.

SFAS No. 142 elimnates the anortization of goodwill and indefinite-lived intangible
assets and requires an annual, or when events or circunstances dictate, a nore frequent
i npai rnment review of both these non-anortizable intangible assets. |Identifiable intangible
assets with a determ nable useful life will continue to be anortized. The anortization
provi sions apply immediately to goodwi Il and other intangible assets acquired after June
30, 2001. Goodwill and other intangible assets acquired prior to June 30, 2001 will be
af fected upon adoption. W intend to early adopt SFAS No. 142 as of the begi nning of
fiscal 2002. Accordingly, we no longer intend to anortize goodwi |l as of Decenmber 1, 2001,
and will performa transitional inpairnment test of our existing goodw |l as of Decenber 1,
2001 and annually thereafter. Qur cessation of goodw || anortization will result in a
reduction of $20 million in annual goodw ||l anortization, assum ng no future inpairnent of
goodwi I I .  Goodwill anortization was $25 million, $23 million and $21 million in fisca
2001, 2000 and 1999, respectively.

The SFAS No. 142 goodwi |l inpairnment review consists of a two-step process of first
determning the fair value of the reporting unit and conparing it to the carrying val ue of
the net assets allocated to the reporting unit. |If this fair value exceeds the carrying
val ue, no further analysis is required. |If the fair value of the reporting unit is |less
than the carrying value of the net assets, the inplied fair value of the reporting unit is
allocated to all underlying assets and liabilities, including both recognized and
unrecogni zed tangi bl e and intangi bl e assets, based on their fair value. |f necessary,
goodwi Il is then witten-down to its inplied fair value. W nust conplete the first step
of the transitional inpairnent review by May 31, 2002 and, if necessary, the second step by
Novenber 30, 2002. We do not expect that there will be any inpairnent of our goodw |l upon
adopti on.

I n August 2001, SFAS No. 144, "Accounting for the Inpairnment or Disposal of Long-Lived
Assets" was issued. SFAS No. 144 requires (i) the recognition and nmeasurenent of the
i npai rnment of long-lived assets to be held and used and (ii) the measurenent of long-lived
assets to be held for sale. SFAS No. 144 is effective for us in fiscal 2003. W have not
conmpl eted our review of SFAS No. 144, however, we expect that the adoption of this standard



will not have a material effect on our financial statenents since the inpairnment assessnent
under SFAS No. 144 is largely unchanged fromexisting literature.

NOTE 17 - COSTA ACQUI SI TI ON

From June 1997 through Septenber 28, 2000, we owned 50% of Costa. On Septenber 29
2000, we acquired the remaining 50% interest in Costa fromAirtours at a cost of $511
mllion. Substantially all of the purchase price was funded by euro denoni nated
borrowi ngs. We accounted for this transaction using the purchase accounting nethod.

Had the above transaction occurred on Decenber 1, 1998, our unaudited consolidated
revenues for fiscal 2000 and 1999 woul d have been approximately $4.3 billion and $4.1
billion, respectively. The inpact on our unaudited consolidated net incone and earnings
per share for fiscal 2000 and 1999 woul d not have been materi al

The inpact on our assets and liabilities related to this acquisition was as foll ows
(in thousands):

Fair value of acquired assets $ 915, 437
Debt assuned (310, 259)
O her liabilities assuned (94, 354)
Cash paid for acquisition 510, 824
Cash acquired and consol i dated (130, 539)
Net cash paid as reflected in our

2000 Statenent of cash flows $ 380, 285

NOTE 18 - SUBSEQUENT EVENT

Subsequent to Novenmber 30, 2001, we announced that we had made a pre-conditional offer
to acquire P& Princess Cruises plc ("P& '), the world's third | argest cruise conpany. The
val ue of our offer as of February 15, 2002 was approxinately $5.4 billion to be paid in
shares of our common stock. |In addition, we will assune P& s net debt, which was
approximately $1.4 billion as of December 31, 2001. It is our intention, upon closing of
the transaction, to pay approximately $2.4 billion of the purchase price in cash, subject
to our obtaining satisfactory financing, which will reduce the portion of our offer that
will be paid in shares of our commopn stock. As of the date we nade our pre-conditiona
of fer, P& and Royal Caribbean Cruises Ltd. ("RCL") were parties to a series of agreenents
that would result in a conbination of P& and RCL in a dual listed structure. P&O has
rej ected our pre-conditional offer and has recomended the conbination with RCL to its
sharehol ders. Both the conbination with RCL and our offer are subject to certain
conditions, including regulatory clearances. No assurance can be given that we will be
successful in acquiring P&0O



REPORT OF | NDEPENDENT CERTI FI ED PUBLI C ACCOUNTANTS

To the Board of Directors and Sharehol ders of
Car ni val Corporation

I n our opinion, the acconpanying consol i dated bal ance sheets and the rel ated consol i dat ed
statenments of operations, cash flows and sharehol ders' equity present fairly, in al

mat erial respects, the financial position of Carnival Corporation and its subsidiaries at
Novenber 30, 2001 and 2000, and the results of their operations and their cash flows for
each of the three years in the period ended Novenber 30, 2001 in conformity with accounting
principles generally accepted in the United States of Anerica. These financial statenments
are the responsibility of the Conpany's nmnagenment; our responsibility is to express an
opinion on these financial statenments based on our audits. W conducted our audits of
these statenments in accordance with auditing standards generally accepted in the United
States of Anerica, which require that we plan and performthe audit to obtain reasonabl e
assurance about whether the financial statenents are free of material nisstatenent. An
audit includes exanmining, on a test basis, evidence supporting the anpbunts and di scl osures
in the financial statenents, assessing the accounting principles used and significant
estimates made by nanagenent, and eval uating the overall financial statenment presentation
We believe that our audits provide a reasonabl e basis for our opinion

As described in Note 2, the Conpany changed its nethod of accounting for derivative
i nstrunents and hedging activities in 2001.

/sl PricewaterhouseCoopers LLP

Mani, Florida
January 29, 2002, except as to Note 18 which is dated as of February 15, 2002



MANAGEMENT" S DI SCUSSI ON AND ANALYSI S OF FI NANCI AL CONDI TI ON AND
RESULTS OF OPERATI ONS

SPECI AL NOTE REGARDI NG FORWARD- LOOKI NG STATEMENTS

Certain statenents in this "Managenent's Di scussion and Anal ysis of Financi al
Condition and Results of Operations,” in our letter to shareholders and el sewhere in this
2001 Annual Report constitute "forward-|ooking statenents" within the neaning of the
Private Securities Litigation Reform Act of 1995. W have tried, wherever possible, to
identify such statenments by using words such as "anticipate," "assume," "believe,"
"expect," "forecast," "future," "intend," and words and terns of simlar substance in
connection with any discussion of future operating or financial performance. These
forward-1| ooki ng statenents, including those which may i npact the forecasting of our net
revenue yields, booking |levels, pricing, occupancy or business prospects, involve known and
unknown risks, uncertainties and other factors, which may cause our actual results,
performances or achievenents to be materially different fromany future results,
performances or achi evenments expressed or inplied by such forward-|ooking statenents. Such
factors include, anmong others, the follow ng:

- general econoni c and busi ness conditions which may inpact |evels of disposable incone
of consuners and the net revenue yields for our cruise products;

- consuner demand for cruises and ot her vacation options;

- other vacation industry conpetition;

- effects on consuner denand of armed conflicts, political instability, terrorism the
availability of air service and adverse nedia publicity;

- increases in cruise industry and vacation industry capacity;

- continued availability of attractive port destinations;

- changes in tax laws and regul ati ons;

- changes in financial and equity markets;

- our ability to inplenent our brand strategy;

- our ability to inplenent our shipbuilding programand to continue to expand our
busi ness outside the North Anerican narket;

- our ability to attract and retain shipboard crew,

- changes in foreign currency rates, security expenses, food, fuel
i nsurance and comodity prices and interest rates;

- delivery of new ships on schedule and at the contracted prices;

- weat her patterns or natural disasters;

- unschedul ed ship repairs and drydocki ng;

- incidents involving cruise ships;

- inpact of pending or threatened litigation

- ability to successfully inplenent cost inprovenent plans;

- continuing financial viability of our travel agent distribution system and

- changes in laws and regul ati ons applicable to us.

We caution the reader that these risks may not be exhaustive. W operate in a
continually changi ng business environnent, and new risks energe fromtinme to tine.
We cannot predict such risks nor can we assess the inpact, if any, of such risks on
our business or the extent to which any risk, or conbination of risks nay cause
actual results to differ fromthose projected in any forward-1|ooking statenents.
Accordi ngly, forward-|ooking statements should not be relied upon as a prediction of
actual results. W undertake no obligation to publicly update or revise any
forward-| ooking statenents, whether as a result of new information, future events or
ot herwi se.



CRI TI CAL ACCOUNTI NG POLI CI ES

Qur critical accounting policies are those which we believe require our nost
subj ective or conplex judgnents; often as a result of the need to nake estimates about the
effect of matters that are inherently uncertain. A discussion of our critical accounting
policies, the underlying judgnents and uncertainties affecting their application and the
likelihood that materially different anounts would be reported under different conditions
or using different assunptions, is as follows:

Shi p Accounting

Qur nost significant assets are our ships, which represent 69% of our total assets. W
utilize several critical accounting policies dealing with our ship accounting. First, we
conmput e our ships' depreciation expense, which requires us to estinate the average useful
lives of each of our ships, as well as their salvage values. Secondly, we account for ship
i nprovenent costs by capitalizing those costs which we believe will add value to our ships
and depreciate those inprovenents over their estimted useful lives. Finally, we account
for the replacement or refurbishnment of our ship conponents and recognize the resulting
gain or loss in operations.

We deternine the average useful lives of our ships based primarily on our estimates of
the average useful lives of the ships' major conponent systens, such as cabins, main
diesels, main electric, superstructure and hull. |In addition, we consider, anmopng other
things, the inmpact of anticipated technol ogi cal changes, |ong-termvacation market
conditions and conpetition and historical useful lives of simlarly-built ships. W have
estimated our new ships' average useful lives at 30 years and their salvage val ues at 15%
of our original ship cost.

G ven the very large and conplex nature of our ships, all the above ship accounting
estimates require considerable judgnent and are inherently uncertain. W do not have cost
segregation studies perfornmed to specifically conponentize our ship systens; therefore, our
overall estimtes of the relative costs of these conponent systens are based principally on
general and technical information known about nmmjor ship conponent systemlives and our

knowl edge of the cruise industry. |In addition, we do not identify and track the
depreciati on of specific conponent systens, but instead utilize estinmates when deternining
the net cost basis of assets being replaced or refurbished. |If materially different

conditions existed, or if we materially changed our assunptions of ship |ives and sal vage
val ues, our depreciation expense, gain or |oss on replacenment or refurbishnment of ship
assets and net book val ue of our ships would be materially different. |In addition, if we
change our assunptions in nmaking our determ nations as to whether inprovenments to a ship
add val ue, the anpbunts we expense each year as repair and mai ntenance costs could increase,
partially offset by a decrease in depreciation expense, as |less costs would have been
initially capitalized to our ships.

We believe that the estimates we nade for ship accounting purposes are reasonabl e and
our methods are consistently applied and, accordingly, result in depreciation expense that
is based on a rational and systenatic nethod to equitably allocate the costs of our ships
to the periods during which services are obtained fromtheir use. |In addition, we believe
that the estimtes we nmade are reasonable and our nethods consistently applied (1) in
determ ning the overall relative costs of our ships' conponent systens; (2) in deternining
whi ch ship inprovenent costs add value to our ships; and (3) in determ ning the net cost
basi s of ship conmponent assets being replaced or refurbished. Finally, we believe our
critical ship accounting policies are generally conparable with those of other mjor cruise
compani es.



Asset | npai r nent

Qur review of our long-lived assets, principally ships, and goodwill requires us to
initially estimate the undi scounted future cash flow of these assets, whenever events or
changes in circunstances indicate that the carrying anount of these assets may not be fully
recoverable. |f such analysis indicates that a possible inpairnent may exist, as described
in Note 2 in the acconmpanying financial statenents, we are required to then estimate the
fair value of the asset, principally determined either by third party appraisals, sales
price negotiations or estimated di scounted future cash flows, which includes naking
estimates of the timng of the future cash flows, discount rates and reflecting varying
degrees of perceived risk

The determination of fair value includes nunerous uncertainties, unless a viable
actively traded nmarket exists for the asset, which is sonetines not the case for used
crui se ships. For exanple, in determning fair values of ships utilizing discounted
forecasted cash flows, significant judgnments are nade concerning future net revenue yields,
operating, selling and admi nistrative costs per available berth day, interest and di scount
rates, cruise itineraries, ship additions and retirenents, technol ogi cal changes, consumner
demand, governnental regulations and the effects of conpetition. |In addition, third party
apprai sers are sonetinmes used to deternmine fair values and sone of their valuation
met hodol ogi es are al so subject to simlar types of uncertainties. W believe that we have
made reasonabl e estimates and judgnents in determ ning whether our long-lived assets and
goodwi I | have been inpaired, however, if there is a material change in the assunptions used
in our determination of fair values or if there is a naterial change in the conditions or
circunstances influencing fair value, we could be required to recognize a materi al
i npai rrent charge.

Contingencies - Litigation
We are a party to two grand jury investigations related to environnental issues, as

wel |l as other legal actions. See Note 8 in the acconpanying financial statenents for
additional information concerning our litigation contingencies. W periodically assess the

potential liabilities related to any lawsuits or clains brought against us. Wile it is
typically very difficult to deternine the timng and ultinmate outcone of these actions, we
use our best judgnent to determine if it is probable that we will incur an expense rel ated

to the settlement or final adjudication of such matters and whether a reasonable estinmation
of such probable loss, if any, can be nmde.

G ven the inherent uncertainty related to the eventual outcone of litigation, it is
possible that all or some of these matters may be resolved for amounts materially different
fromany provisions that we nay have nade with respect to their resolution

Proposed Exposure Draft

In June 2001, the Accounting Standards Executive Committee issued a Statenent of
Positi on exposed draft, entitled "Accounting for Certain Costs and Activities Related to
Property, Plant and Equi prent" ("Proposed SOP"). If issued in its current form the
Proposed SOP woul d require, anopng other things, significant changes to our ship accounting.
Specifically, we would be required to adopt the conmponent nethod of accounting for our
shi ps, which would require us, anmpng other things, to maintain very detailed historical
cost records for the conmponents of our ships and may result in changes in the anpbunt and
timng of depreciation and repair and maintenance expenses and the anmpunt of gain or |oss
recogni zed on the replacement or refurbishment of ship conponent parts. |In addition, we
woul d have to expense drydock costs as incurred instead of anortizing our costs to expense
generally over one or two years. Finally, we would have to treat |iquidated damages
received from shipyards for delay delivery danmages as a reduction to our ships' cost basis
i nstead of our current treatnent of recording |iquidated danages as nonoperating incone,
since they are a reinbursement for expenses incurred and |ost profits. |If adopted, the
Proposed SOP woul d be effective for us in fiscal 2003. W have not conpleted an anal ysis



of the inpact this Proposed SOP woul d have on our financial statenents, as we are uncertain
whether, or in what form this Proposed SOP will be adopted.

RESULTS OF OPERATI ONS

We earn our cruise revenues primarily fromthe foll ow ng:
- the sal e of passenger cruise tickets, which includes accommpdati ons,
meal s, and nost onboard activities,
- the sale of air transportation to and fromour cruise ships, and
- the sale of goods and services on board our cruise ships, such as casino
gam ng, bar sales, gift shop and photo sales, shore excursions and spa services.

We al so derive revenues fromthe tour and rel ated operati ons of Tours.

For segment information related to our revenues, operating incone and other financial
informati on see Note 12 in the acconpanying financial statenents. Operations data
expressed as a percentage of total revenues and sel ected statistical information was as
fol | ows:

YEARS ENDED NOVEMBER 30,

2001 2000 1999
Revenues 100% 100% 100%
Costs and Expenses
Operating 54 54 53
Sel ling and admi ni strative 14 13 13
Depreciation and anortization 8 8 7
| mpai rment char ge _3 - -
Operating I ncome Before (Loss) I|ncone
From Affiliated Operations 21 25 27
(Loss) Income From Affiliated
Qperations, Net (1) _ 1 _ 2
Net |ncone _20% _26% _29%
Sel ected Statistical Information
(in thousands):
Passengers carried 3,385 2,669 2,366
Avai | abl e | ower berth days 20, 685 15, 888 14, 336
COccupancy percent age 104. 7% 105. 4% 104. 3%

Commencing in fiscal 2001, our statenents of operations and selected statistical
i nformation included the consolidation of Costa's results of operations. In fiscal 2000
and 1999, our 50% interest in Costa's results of operations were recorded in affiliated
operations and were not included in the 2000 or 1999 statistical information.

Gener al

Qur cruise and tour operations experience varying degrees of seasonality. Qur revenue
fromthe sale of passenger tickets for our cruise operations is noderately seasonal
Hi storically, demand for cruises has been greatest during the sumer nonths. CQur tour
revenues are highly seasonal, with a vast majority of tour revenues generated during the
| ate spring and sunmer nonths in conjunction with the Al aska cruise season

Through fiscal 2000, we recorded our share of Airtours' and Costa's operating results
as earnings fromaffiliated operations on a two-nonth |ag basis. Beginning in fiscal 2001,
all of Costa's results of operations were consolidated into our financial statements on a
current nonth basis, thus elimnating the two-nonth lag in reporting Costa's results of
operations. This change in the timng of reporting periods, as well as Costa's greater



seasonality, has increased the seasonality of our quarterly results of operations, nopst
significantly between our third and fourth fiscal quarters. Costa's seasonally strong
sumer results of operations have been recorded in our third quarter in fiscal 2001 versus
in the fourth quarter in fiscal 2000.

In addition, on June 1, 2001 we sold our investnent in Airtours and, accordingly, we
ceased recording Airtours' results in our affiliated operations as of the end of our second
quarter of fiscal 2001. Historically, Airtours' results were very seasonal, with | osses
recorded in the first half of our fiscal year and substantially all of Airtours' profits
bei ng recognized in our fourth quarter.

The year over year percentage increase in our average passenger capacity resulting
primarily fromthe 2002 and subsequent delivery of ships under contract for construction
for fiscal 2002, 2003 and 2004 is expected to approximte 4.2% 17.0% and 17.2%
respectively. Substantially all of our fiscal 2002 capacity increase will be in our
Carni val and Costa brands.

OUTLOOK FOR FI SCAL 2002 ("2002")

The events of Septenmber 11 and their aftermath coupled with the already soft globa
econony, both of which adversely affected leisure travel and | owered consunmer confidence,
will negatively inmpact our 2002 operating results. W believe the inpact of Septenber 11
shoul d be greatest in the first quarter of 2002, because of the trenmendous reduction in
booki ng vol unmes during the two nonths follow ng Septenber 11 and the resultant reduction in
cruise prices needed to stinulate booking volunmes. Since m d-Novenber 2001, we have
continued to see an inprovenent in our booking volunmes and prices.

On February 12, 2002, we announced that our net bookings during the first five weeks
of "Wave Season", traditionally the tinme of the cruise industry's highest booking |evels,
had i ncreased 8% over the sane period | ast year, conpared to an expected 3% capacity
increase for the first nine nonths of 2002. |In addition, pricing had al so recovered from
the significantly discounted prices experienced after the events of Septenmber 11, with
pricing during recent weeks alnbst equal to |last year's levels. Because of the inproved
booki ng levels and pricing, we estimated that net revenue yields for the first quarter of
2002 will be down approximately 8% Finally, while cunulative advance booking |evels and
prices for the second through fourth quarters of 2002 were still below |ast year's |levels,
we expected that net revenue yields for the remai nder of 2002 should continue to inprove
conpared to the 8% decrease expected in the first quarter of 2002

FI SCAL 2001 ("2001") COVMPARED TO FI SCAL 2000 ("2000")

Revenues

Revenues increased $757 nmillion, or 20% in 2001 conpared to 2000. Cruise
revenues increased by $780 million or 21.8% to $4.36 billion in 2001 from $3. 58
billion in 2000. Approximately $598 nmillion of our cruise revenue increase was due
to the consolidation of Costa, and $182 nillion was due to increased revenues from
our other brands. Qur other brands' cruise revenues change resulted from an
increase of 9.6% in our passenger capacity, partially offset by a 4.1% decrease in
our gross revenue per passenger cruise day and a slight decrease in our occupancy
rate of 0.4% Qur post-Septenber 11 cruise results were adversely affected by the
Septenber 11 terrorist attacks, which inpacted all |eisure travel and caused
significant price conpetition anmong alternative vacation options in order to
stinulate demand. Due to this significant reduction in demand for post-Septenber 11
travel, we had | ower occupancies and prices during our 2001 fourth quarter. 1In
addition, the slowdown in the general econonm c and business conditions throughout
fiscal 2001 al so adversely inpacted our customers and, accordingly, had an overal



negative effect on our 2001 gross revenues conpared to 2000. Qur |uxury cruise
brands, which conprised approxi mately 8% of our average capacity during 2001, were
particularly affected by this slowdown, and realized significantly | ower pricing
during nost of 2001 conpared to 2000.

Costs and Expenses

Operating expenses increased $410 mllion, or 19.9% in 2001 conpared to 2000. Cruise
operating costs increased by $423 million, or 22.1% to $2.33 billion in 2001 from $1.91
billion in 2000. Approximately $340 nmillion of our cruise operating cost increase was due
to the consolidation of Costa, and the remaining $83 nillion of the increase was from our
other brands. Cruise operating costs, excluding Costa, increased in 2001 primarily from
additional costs associated with our 9.6% increase in passenger capacity, partially offset
by a 4. 4% decrease in our operating expenses per available berth day. Excluding Costa,
crui se operating costs as a percentage of cruise revenues were 53% and 53.4% in 2001 and

2000, respectively.

Selling and adm ni strative expenses increased $131 million, or 26.9% to $619 nmillion
in 2001 from $487 mllion in 2000. Approximately $98 million of our increase was due to
the consolidation of Costa, and the remaining $33 nmillion of the increase was from our
other brands. Selling and adm nistrative expenses, excluding Costa, increased in 2001
primarily from additional expenses associated with our 9.6% i ncrease in passenger capacity
and the 0.6% increase in our cruise selling and admi ni strative expenses per available berth
day. Excluding Costa, selling and adm nistrative expenses as a percentage of revenues were
13. 2% and 12.9% in 2001 and 2000, respectively.

Depreci ation and anortization increased by $85 million, or 29.4% to $372 mllion in
2001 from $288 nmillion in 2000. This increase was primarily from our consolidation of
Costa, which accounted for approximately $50 mllion of the increase, and the najority of
the remaining $35 million increase was due to our expansion of the fleet and ship
i mprovenent expenditures.

See Note 4 in the acconpanying financial statements for additional information
regarding our $140 million inpairnment charge in 2001.

Affiliated Operations

During 2001, we recorded $44 nmillion of losses fromaffiliated operations as conpared
with $38 nmillion of income in 2000. CQur portion of Airtours' losses in 2001 was $43
mllion as conpared to $41 nmillion of losses in 2000. |In fiscal 2001 Costa's results of
operations have been consolidated and are not included in our 2001 affiliated operations.
We recorded incone of $77 mllion during 2000 fromour interest in Costa. See the
"Nonoperating Incone (Expense)" and "Affiliated Operations” sections below for a discussion
of certain nonrecurring events. See Notes 5 and 17 in the acconpanying financial
statements for additional information regarding our affiliated operations and the
acqui sition of Costa.

Nonoperating I ncone (Expense)

I nterest expense, net of interest incone and excluding capitalized interest, increased
to $116 mllion in 2001 from $66 nmillion in 2000. An approxinmate $99 nmillion increase in
i nterest expense was caused by our higher average outstandi ng debt bal ances, partially
of fset by $30 million of additional interest income fromour higher average invested cash
bal ances and a $19 nillion reduction in net interest expense due to |ower interest rates.
The hi gher average debt bal ances were primarily from our acquisition and consolidation of
Costa and our issuance of $600 million of 2% convertible notes in April 2001. Capitalized
i nterest decreased $12 nillion during 2001 as conpared to 2000 due primarily to our | ower
average levels of investnment in ship construction projects.



Ot her inconme in 2001 of $109 million consisted primarily of a gain of $101 million

fromthe sale of our investment in Airtours, a $13 nillion gain froma settlenent agreenent
with the manufacturers of sone of our ship propul sion systems to rei nburse us for |ost
revenues and expenses incurred due to disruption in service during 2000, a $16 mllion gain
fromthe sale of our interest in CRC, partially offset by $9 mllion of short-term
investment wite-downs and $9 million of estimated net litigation expenses.

Income tax benefit of $12 mllion was recognized in 2001 conpared to a $1 mllion
expense in 2000. Approximately $9 nmillion of the net increase in the incone tax benefit

was from Costa, primarily due to changes in Italian tax |aws.

FI SCAL 2000 ("2000") COVPARED TO FI SCAL 1999 ("1999")

Revenues

Revenues increased $281 nillion, or 8% in 2000 conpared to 1999. Cruise
revenues increased $292 nmillion, or 8.9% to $3.58 billion in 2000 from $3. 29
billion in 1999. The cruise revenue change resulted froman i ncrease of 10.8% in
our passenger capacity and a 1.2%increase in our occupancy rate, partially offset
by a 3.2% decrease in our gross revenue per passenger cruise day. The decrease in
gross revenue per passenger cruise day was primarily due to pressure on our cruise
ticket prices throughout the year, with the exception of the MIIennium cruises.
This pressure on cruise ticket pricing was caused by a nunber of factors including,
but not limted to, relatively softer demand and a fall-off in pre- and post
M I | enni um booki ngs. Al so, when a passenger elects to provide his or her own
transportation, rather than purchasing air transportation fromus, both our cruise
revenues and operating expenses decrease by approxi mately the same ampunt. During
2000, there was a reduction in the percentage of our passengers electing to use our
air program and, accordingly, this caused a reduction in gross revenue per passenger
crui se day, as well as a reduction in operating expenses.

Costs and Expenses

Operating expenses increased $196 nmillion, or 10.5% in 2000 conpared to 1999. Cruise
operating costs increased by $201 million, or 11.8% to $1.91 billion in 2000 from $1.71
billion in 1999. Cruise operating costs increased in 2000 primarily from additional costs
associated with our 10.8% increase in passenger capacity and a .9% i ncrease in our
operating expense per available berth day. The increase in operating expense per avail able
berth day was primarily due to increases in our fuel costs. Commencing in the fourth
quarter of 1999, we began to incur significantly higher fuel costs due to a very | arge
increase in the price of bunker fuel which continued to increase as the year progressed.
The increases in the price of fuel increased our consolidated operating expenses by
approximately $51 million for 2000 conpared to 1999. Cruise operating costs as a
percentage of cruise revenues were 53.4% and 52% in 2000 and 1999, respectively.

Sel ling and administrative expenses increased $40 nillion, or 9.0% to $487 nmillion in
2000 from $447 mllion in 1999. Selling and adninistrative expenses increased in 2000
primarily from additional expenses associated with our 10.8% i ncrease in passenger
capacity, partially offset by a 2.3% decrease in our cruise selling and adni nistrative
expenses per available berth day. Selling and adm nistrative expenses as a percentage of
revenues were 12.9% and 12.8% in 2000 and 1999, respectively.

Depreciation and anortization increased by $44 million, or 18.1% to $288 nmillion in
2000 from $244 million in 1999. This increase was primarily fromthe additiona
depreciation associated with our expansion of the fleet and ship inprovenent expenditures.



Affiliated Operations

During 2000, we recorded $38 nillion of incone fromaffiliated operations as conpared
with $76 million of income in 1999. Qur portion of Airtours' |osses in 2000 was $41
mllion as conpared to inconme of $36 nmillion in 1999. W recorded inconme of $77 mllion
and $40 million during 2000 and 1999, respectively, related to our interest in Costa. Qur
results fromaffiliated operations included net nonrecurring charges totaling $5 mllion
consisting of a $43 nmillion charge for our equity interest in restructuring and other
nonrecurring net charges recorded by Airtours, partially offset by our $38 nmillion income

tax benefit from Costa's change in tax status upon registration of its ships within the
Italian International Ship Registry and the reversal of certain Costa tax liabilities.

Nonoperating I ncone (Expense)

I nterest expense, net of interest incone and excluding capitalized interest, increased
to $66 million in 2000 from $46 mllion in 1999. An approxinmate $28 nmillion increase in
interest incone was caused by our |ower average invested cash bal ances, partially offset by
a $9 million reduction in interest expense fromour |ower average outstandi ng debt
bal ances.

Ot her income in 2000 of $8 million consisted primarily of $21 mllion of net
conmpensation received froma shipyard, an $11 nillion gain on our forward foreign currency
contract purchased to fix our 2000 acquisition price of Costa, partially offset by a $21
mllion port litigation charge. The paynents fromthe shipyard represent reinbursenents
for expenses incurred and | ost profits due to ship construction or design issues which
caused either delays in ship delivery or drydocks to correct the problens.

LI QUI DI TY AND CAPI TAL RESOURCES
Sour ces and Uses of Cash

Qur business provided approximately $1.24 billion and $1.28 billion of net cash from
operations during fiscal 2001 and fiscal 2000, respectively. Qur fiscal 2001 cash flow
from operations was reduced as a result of the events of Septenber 11 and their aftermath.

During fiscal 2001, our net expenditures for capital projects were approximtely $827
mllion, of which $643 nmillion was spent for our ongoi ng shipbuilding program The $184
mllion of nonshipbuilding capital expenditures consisted primarily of ship inprovenents,

i nformation technol ogy assets, tour assets, and other. |In addition, during fiscal 2001 we
received $531 million of net proceeds fromthe sale of our interests in Airtours and CRC

During fiscal 2001, we received proceeds of $710 nillion and we nade paynents of $1.05
billion under our comrercial paper programs. We also nmde principal paynents on other debt
totaling $919 mllion. In addition, we raised net proceeds of $589 nmillion fromthe
i ssuance of our 2% convertible notes in April 2001, $765 nmillion primarily for the
refinancing of our Costa acquisition and other Costa indebtedness and $489 nillion fromthe
i ssuance of our zero-coupon convertible notes in October 2001. We al so paid cash dividends
of $246 mllion in fiscal 2001.



Future Commitnents and Fundi ng Sources

At Novenber 30,2001, our contractual cash obligations, with initial or remaining terns
in excess of one year, were as follows (in thousands)(a):

Contractual Cash Paynments Due by Fisca

ol i gati ons Tot al 2002 2003 2004 2005 2006 Thereafter
Shi pbui | di ng $5,977,000 $1,751,000 $1,501,000 $2,037,000 $ 688,000 $ $
Long-t er m debt 2,976,618 21, 764 145, 897 140, 209 885,365 1,226, 860 556, 523
Port facilities 278, 379 21,831 18, 947 19, 318 20, 667 19, 211 178, 405
Qperating | eases 63, 800 10, 100 8, 600 7,700 7,600 7,500 22, 300

Total contractua

cash obligations $9,295, 797 $1,.804,695 $1.674 444 $2, 204,227 $1.601,632 $1.253.571 §$ 757, 228

(a) See Notes 6 and 7 in the acconpanying financial statenents for additional information
regardi ng our debt and conmm tnents.

At Novenber 30, 2001, we had liquidity which consisted of $1.46 billion of cash, cash
equi val ents and short-terminvestments and $1.54 billion available for borrow ng under our
revolving credit facilities obtained through a group of banks, which have strong |long-term
credit ratings. Qur revolving credit facilities mature in 2006. A key to our access to
liquidity is the maintenance of our strong long-termcredit ratings. The proposed
acquisition of P&, if consunmated, may result in a ratings downgrade and, thereby,

i ncrease our cost-of-borrowi ng, although we believe our senior unsecured |ong-term debt
will retain its long-terminvestnent grade debt ratings.

We believe that our liquidity of approxinmately $2.69 billion as of January 31, 2002
as well as our forecasted cash flow fromfuture operations, will be sufficient to fund nopst
or all of our capital projects, debt service requirenents, dividend paynments, working
capital and other firmconm tnents, excluding the cash portion of our P& acquisition
price. Qur forecasted cash flow from future operations nay be adversely affected by various
factors including, but not Iimted to, declines in customer denmand, increased conpetition
the deterioration in general econom c and business conditions, terrorist attacks, ship
i nci dents, adverse nedia publicity and changes in fuel prices, as well as other factors
not ed under "Special Note Regardi ng Forward-Looking Statenents.” To the extent that we are
required, or choose, to fund future cash requirenents from sources other than as di scussed
above, we believe that we will be able to secure financing from banks or through the
offering of debt and/or equity securities in the public or private markets. Specifically,
if our P&0 acquisition is consunmated we intend to finance approximately $2.4 billion in
cash through the issuance of |long-termdebt or equity securities or a conbination of debt
and equity. No assurance can be given that our future operating cash flow w Il be
sufficient to fund future obligations or that we will be able to obtain additiona
financing for the cash portion of our proposed acquisition of P&O

OTHER MATTER
Mar ket Ri sks
We are principally exposed to market risks fromfluctuations in foreign currency

exchange rates, bunker fuel prices, interest rates and food compdity prices. W seek to
mnim ze these risks through our normal operating and financing activities, including



netting certain exposures to take advantage of any natural offsets, through our |ong-term
i nvest nent and debt portfolio strategies and, when considered appropriate, through the use
of derivative financial instruments. The financial inpacts of these hedging instrunents
are offset by correspondi ng changes in the underlying exposures being hedged. CQur policy
is to not use financial instrunents for trading or other specul ative purposes.

Exposure to Foreign Currency Exchange Rates

Qur primary foreign currency exchange risk was related to our outstanding commtnents
under ship construction contracts denonmnated in a currency other than the functiona
currency of the cruise brand that is expected to be operating the ship. These non-
functional currency commtnents are affected by fluctuations in the value of the U S
dollar as conpared to the euro. Foreign currency forward contracts are generally used to
manage this risk (see Notes 2 and 11 in the acconpanying financial statenents).

Accordi ngly, increases and decreases in the fair value of these foreign currency forward
contracts offset changes in the U S. dollar fair value of the hedged foreign currency
denom nated ship construction commtnents, thus resulting in the elinination of such risk

At Novenber 30, 2001, the fair value of these contracts was an unrealized | oss of $567
mllion which is recorded, along with an offsetting $567 nillion fair value asset related
to our shipbuilding firmconm tnents, on our acconpanyi ng 2001 bal ance sheet. These
foreign currency forward contracts nmature through 2005. Based upon a 10% strengthening or
weakeni ng of the U S. dollar conpared to the euro as of Novenber 30, 2001, assuning no
changes in conparative interest rates, the estinated fair value of these contracts would
decrease or increase by $57 million, which would be offset by a decrease or increase of $57
mllion in the US. dollar value of the related foreign currency ship construction
comrtments resulting in no net dollar inpact to us.

The cost of shipbuilding orders which we may place in the future may be affected by
foreign currency exchange rate fluctuations. Should the U S. dollar weaken relative to the
euro, future orders for new ship construction in European shipyards nmay be at higher prices
relative to the U.S. dollar.

Additionally, our investnments in foreign subsidiaries subjects us to foreign currency
exchange rate risk. W consider our investnents in foreign subsidiaries to be denom nated
inrelatively stable currencies and/or of a |long-termnature and, accordingly, do not
typically nanage our related foreign currency exchange rate risk through the use of
derivative financial instruments. However, in paying the Costa acquisition price, we
utilized debt denom nated in euros, the functional currency of Costa, to reduce a portion
of this risk.

Finally, we sell cruises and incur cruise expenses in foreign currencies which
subjects us to foreign currency exchange risk. The primary currencies for which we have
exchange rate exposure are the U S. dollar versus both the euro and the U. K Pound
Sterling. We do not expect that the inpact of fluctuations in the foreign currency
exchange rate on our foreign currency denomn nated crui se revenues and expenses to
materially affect our results of operations due primarily to the natural hedges which are
expected to exist within our operations, including interest expense on euro denoni nated
borrowi ngs, and the relative stability of the foreign currencies. However, we wll
continue to nonitor such itens to determne if any actions, such as the issuance of
additional foreign currency denoninated debt or use of other financial instrunents, would
be warranted to reduce such risk.

Exposure to Bunker Fuel Prices

Crui se ship operating expenses are inpacted by changes in bunker fuel prices. Bunker
fuel consuned over the past three fiscal years ranged fromapproximately 2.5 %in fisca
1999 to 4.0 %in fiscal 2001 and 2000 of our gross cruise revenues. W have typically not
used financial instruments to hedge our exposure to the bunker fuel price market risk



However, in fiscal 2001 and 2000, we entered into fuel swap agreenents intended to hedge
this price risk for a very minor portion of our upconing year's consunption. W are
continuing to nonitor this market risk, and nmay, in the future, decide to increase our use
of financial instruments to reduce this risk

Based upon a 10% hypot hetical increase or decrease in the Novenber 30, 2001 bunker
fuel price, we estimate that our fiscal 2002 bunker fuel cost would increase or decrease by
approximately $15 nmillion conpared to fiscal 2001.

Exposure to Interest Rates

In order to limt our exposure to interest rate fluctuations, we have entered into a
substantial amount of fixed rate debt instruments. Also, Costa has entered into variable
to fixed interest rate swap agreenents to fix substantially all of its interest costs over
the short-term We continuously evaluate our debt portfolio, including interest rate swap
agreenents, and nake periodic adjustnents to the mx of floating rate and fixed rate debt
based on our view of interest rate novements. Accordingly, in 2001 we entered into fixed
to variable interest rate swap agreenents, which has |owered our fiscal 2001 interest costs
and is al so expected to | ower our fiscal 2002 interest costs. At Novenber 30, 2001, 89% of
our debt was effectively fixed and 11% was vari abl e.

At Novenber 30, 2001, our long-termdebt had a carrying value of $2.98 billion. At
Novenber 30, 2001, our swap agreenents effectively changed $225 million of fixed rate debt
with a weighted-average fixed interest rate of 6.8%to Libor-based floating rate debt. In
addition, interest rate swaps at Novermber 30, 2001, effectively changed $637 nillion of
euribor floating rate debt to fixed rate debt with a wei ghted-average fixed interest rate
of 5.3% These interest rate swaps mature through 2006. The fair value of our debt and
swaps at Novenber 30, 2001 was $2.95 billion. Based upon a hypothetical 10% decrease or
increase in the Novenber 30, 2001 market interest rates, the fair value of our debt and

swaps woul d increase or decrease by $64 million. |In addition, based upon a hypothetica
10% decrease or increase in our Novenber 30, 2001 conmon stock price, the fair value of our
convertible notes would increase or decrease by approximately $45 nillion

These hypot hetical anmpunts are determ ned by considering the inpact of the
hypothetical interest rates and conmon stock price on our existing debt and interest rate
swaps. This analysis does not consider the effects of the changes in the | evel of overal
econonic activity that could exist in such environments or any relationshi ps which may
exi st between interest rate and stock price novenents. Furthernore, since substantially
all of our fixed rate debt cannot be prepaid and a | arge portion of our variable rate debt
is subject to interest rate swaps which effectively fix the interest rate in the short-
term it is nost likely we would be unable to take any significant steps in the short-term
to mitigate our exposure in the event of a significant decrease in market interest rates.

Exposure to Food Commodity Prices

We have conmodity price risk related to our food purchases. W do not typically
manage t hese risks through the use of derivative financial instrunents since we do not
expect changes in food commpdity prices to be material. However, we will continue to
monitor these risks to determine if any actions would be necessary to reduce such risks.



SELECTED FI NANCI AL DATA

The sel ected consolidated financial data presented below for fiscal 1997 through 2001
and as of the end of each such fiscal year, are derived from our audited financi al
statenments and should be read in conjunction with those financial statenments and the
rel ated notes.

Years Ended November 30
2001 2000 1999 1998 1997
(in thousands, except per share data)

I ncone Statenent and O her
Data (a):

Revenues $4, 535, 751 $3, 778,542 $3,497,470 $3,009, 306 $2,447,468
Operating income
before (loss) income from

affiliated operations $ 935,755 $ 945,130 $ 943,941 $ 819,792 $ 660,979
Operating i ncone $ 891,731 $ 982,958 $1,019,699 $ 896,524 $ 714,070
Net incone $ 926,200 (b)$ 965,458 $1,027,240 $ 835,885 $ 666,050
Ear ni ngs per share (c):

Basi c $ 1.58 $ 1.61 $ 1.68 $ 1.40 $ 1.12

Di | uted $ 1.58 $ 1.60 $ 1.66 $ 1.40 $ 1.12
Di vi dends decl ared

per share (c) $ . 420 $ .420 % .375 % .315 % . 240
Cash from operations $1, 238, 936 $1, 279,535 $1, 329,724 $1,091,840 $ 877,580
Capital expenditures $ 826,568 $1,003,348 $ 872,984 $1,150,413 $ 497,657
Avai |l abl e | ower berth days 20, 685 15, 888 14, 336 12, 237 10, 992
Passengers carried 3,385 2,669 2, 366 2,045 1, 945
Occupancy percentage (d) 104. 7% 105. 4% 104. 3% 106. 3% 108. 3%

As of Novenber 30,
2001 (a) 2000 (a) 1999 1998 1997
(in thousands)

Bal ance Sheet and O her Dat a:

Total assets $11, 563,552 (e) $9, 831,320 $8,286,355 $7,179,323 $5,426,775
Long-term debt, excl uding

current portion $ 2,954, 854 $2,099,077 $ 867,515 $1,563,014 $1, 015,294
Tot al sharehol ders'

equity $ 6,590, 777 $5, 870,617 $5,931, 247 $4, 285,476 $3, 605, 098
Debt to capital 31. 1% 28. 6% 15. 3% 27. 6% 23. 0%

(a) From June 1997 through Septenber 28, 2000, we owned 50% of Costa. On September 29,
2000, we conpleted the acquisition of the remaining 50% interest in Costa. W
accounted for this transaction using the purchase accounting nethod. Prior to the
fiscal 2000 acquisition, we accounted for our 50%interest in Costa using the equity
met hod. Commencing in fiscal 2001, Costa's results of operations have been
consolidated in the sane manner as our other wholly-owned subsidiaries. Qur Novenber
30, 2001 and 2000 consolidated bal ance sheets include Costa's bal ance sheet. Al
statistical information prior to 2001 does not include Costa. See Notes 2, 5 and 17 in
the acconpanyi ng financial statenents.

(b) Qur net inconme for fiscal 2001 includes an inpairnment charge of $140 nmillion and a
nonoperating net gain of $101 million fromthe sale of our investnment in Airtours. See
Notes 4 and 5 in the acconpanying financial statenents.

(c) Al 1998 and 1997 per share amobunts have been adjusted to reflect a two-for-one stock
split effective June 12, 1998.

(d) I'n accordance with cruise industry practice, occupancy percentage is cal cul ated based



upon two passengers per cabin even though sonme cabins can accommpdate three or four
passengers. The percentages in excess of 100% i ndicate that nmore than two passengers
occupi ed sonme cabi ns.

(e) Effective Decenmber 1, 2000, we adopted SFAS No. 133 which requires that all derivative
i nstruments be recorded on our bal ance sheet. Total 2001 assets include $578 million
whi ch represents the fair value of hedged firmcomitnents. See Note 2 in the
acconpanyi ng financial statenments

MARKET PRI CE FOR COMMON STOCK

Qur common stock is traded on the New York Stock Exchange under the synmbol CCL. CQur
intra-day high and | ow cormbon stock sales prices for the periods indicated were as foll ows:

Hi gh Low
Fi scal 2001:
First Quarter $34. 94 $21. 94
Second Quarter $33. 40 $23. 60
Third Quarter $33. 74 $25. 89
Fourth Quarter $31. 47 $16. 95
Fi scal 2000:
First Quarter $51. 25 $27. 25
Second Quarter $29. 06 $21.19
Third Quarter $27.50 $18. 31
Fourth Quarter $25. 88 $19. 56

As of January 29, 2002, there were approximtely 4,632 holders of record of our comon
stock. The Republic of Panama does not currently have tax treaties with any other country.
Under current |law, we believe that distributions to our sharehol ders, other than residents
of Panama or other business entities conducting business in Panana, are not subject to
taxation under the |l aws of the Republic of Pananma. Dividends that we pay to U S. citizens,
residents, corporations and to foreign corporations doing business in the US., to the
extent treated as "effectively connected" income, will be taxable as ordinary incone for
U.S. federal incone tax purposes to the extent of our current or accunul ated earni ngs and
profits, but generally will not qualify for any dividends-received deduction



SELECTED QUARTERLY FI NANCI AL DATA ( UNAUDI TED)
Quarterly financial results for fiscal 2001 were as foll ows:

Quarters Ended

February 28 May 31 August 31 Novenber 30
(in thousands, except per share data)

Revenues $1, 007, 606 $1, 079, 125 $1, 489, 918 $959, 102
G oss profit $ 407, 486 $ 477,791 $ 770,540 $411, 204
Operating income before

loss fromaffiliated

oper ati ons $ 160, 004 $ 230, 868 $ 425, 346 $119, 537
Operating i ncone $ 138,941 $ 207,907 $ 425, 346 $119, 537
Net incone $ 127,950(a) $ 186,963(hb) $ 494,975(c) $116, 312(d)
Ear ni ngs per share:

Basi ¢ $ .22 $ .32 $ .84 $ . 20

Di |l uted $ .22 $ .32 $ .84 $ . 20
Di vi dends decl ar ed

per share $ . 105 $ . 105 $ . 105 $ . 105
(a) Includes a $13 nmillion gain froma settlenment agreement with the manufacturers of sone

of our ship propul sion systens to reinburse us for | ost revenues and expenses incurred
due to disruption in service during 2000.

(b) Includes a $16 nillion gain fromthe sale of our interest in CRC, partially offset by
$9 mllion of short-terminvestnent wite-downs and $6 mllion of estinmated

litigation expenses.

(c) Includes a $101 million inpairnment charge and $7 nillion of estimated litigation
expenses, partially offset by a gain of $101 million fromthe sale of our investnent in
Airtours.

(d) Includes a $39 nillion inpairnent charge, partially offset by $4 mllion of net

nonoperating incone related to port and other litigation

Quarterly financial results for fiscal 2000 were as foll ows:

Quarters Ended

February 29 May 31 August 31 Novenber 30
(in thousands, except per share data)

Revenues $824, 878 $875, 127 $1, 228, 211 $850, 326
Gross profit $359, 438 $378, 006 $ 613, 487 $369, 269
Operating income before

(loss) incone from

affiliated operations $170, 955 $188, 891 $ 418,910 $166, 374
Operating i ncone $159, 518 $194, 419 $ 420, 458 $208, 563
Net incone $171,517(a) $203,956(a)(b)$ 396, 190 $193, 795(c)
Ear ni ngs per share:

Basi ¢ $ . 28 $ .34 $ . 67 $ .33

Di | uted $ . 28 $ .34 $ . 67 $ .33
Di vi dends decl ar ed

per share $ . 105 $ . 105 $ . 105 $ . 105

(a) Includes $9 mllion and $7 nillion in the February 29 and May 31 quarters,
respectively, of net conpensation received froma shipyard relating to the del ayed
delivery of Holland Anerica Line' s Zaandam

(b) Includes $13 mllion of gains fromthe reversal of certain of Costa's tax
liabilities.
(c¢) Includes charges totaling $24 mllion consisting of (1) a $42 mllion charge for our

equity interest in restructuring and other nonrecurring net charges recorded by



Airtours and (2) a $21 mllion port litigation charge, partially offset by (3) a $12
mllion gain on our forward foreign currency contract purchased to fix our 2000
acquisition price of Costa and (4) a $27 nmillion deferred income tax benefit from
Costa's change in tax status upon registration of its ships within the Italian
International Ship Registry. |In addition, includes approximately $7 nmillion of net

conpensation received froma shipyard for reinbursenents related to Holland Anerica
Li ne's Rotterdam VI.
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EXH BIT 21
LI ST OF SI GNI FI CANT SUBSI DI ARI ES AND AFFI LI ATES OF CARNI VAL CORPORATI ON

Jurisdiction of Incorporation

Nane of Subsidiary or Organi zation
Carnival (UK) plc Uni ted Ki ngdom
Costa Crociere S.p. A Italy

Costa Fi nance, S. A Luxenbour g

Costa Hol di ngs Srl Italy

Cunard Line Limted Ber nuda

HAL Antillen N. V. Net herl ands Antilles
HAL Buitenl and B. V. Net her | ands

HAL Nederland N. V. Net herl ands Antilles
Hol | and Anerica Line N. V. Net herl ands Antilles
Wnd Surf Limted Bahamas

Subsi di ary of Costa Hol di ngs, Srl

Subsi diary of HAL Buitenland B.V. and Carnival Corporation
Subsi di ary of Costa Finance, S. A

Subsidiary of HAL Antillen N. V.



EXH BIT 23

Consent of |ndependent Certified Public Accountants

We hereby consent to the incorporation by reference in the Registration Statenents on
Fornms S-3 (No. 33-63563, No. 333-43269, No. 333-68999, No. 333-72729, No. 333-62950 and No.
333-74190) and Registration Statenents on Forns S-8 (No. 33-45287, No. 33-51195, No. 33-
53099, No. 333-43885, No. 333-60558 and No. 333-67394) and Registration Statement on Form
S-1 (No. 33-14844) of Carnival Corporation of our report dated January 29, 2002, except as
to Note 18 which is dated as of February 15, 2002, relating to the financial statenents,
whi ch appears in the Annual Report to Sharehol ders, which is incorporated in this Annual
Report on Form 10-K

/' s/ PRI CEWATERHOUSECOOPERS LLP

Pri cewat er houseCoopers LLP
Mani, Florida
February 26, 2002



