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Notice to Recipients

This presentation is not a prospectus and is not an offer to sell, nor a solicitation of an offer to buy,
securities.

Except for the historical information contained herein, the matters discussed in this presentation include
forward-looking statements that involve risks and uncertainties. These risks and uncertainties include,
among other things, market conditions and other factors that are described in the Partnership’s filings with
the U.S. Securities and Exchange Commission, which are available on the SEC’s website at
http://www.sec.gov.

Nevertheless, new factors emerge from time to time, and it is not possible for the Partnership to predict all of
these factors. Further, the Partnership cannot assess the impact of each such factor on its business or the
extent to which any factor, or combination of factors, may cause actual results to be materially different from
those contained in any forward-looking statement. The Partnership does not intend, and expressly disclaims
any intention or obligation, to release publicly any updates or revisions to any forward-looking statements
contained herein to reflect any change in the Partnership’s expectations with respect thereto or any change
in events, conditions or circumstances on which any such statement is based.

Today’s discussion and presentation materials also include non-GAAP measures, such as DCF, EBITDA
and Adjusted EBITDA and EBITDA leverage ratio and the presentation materials include definitions and
reconciliations of these non-GAAP measures to their most directly comparable GAAP financial measures.

Forward-looking statements include, without limitation, any statement that may predict, forecast, indicate or
imply future results, performance or achievements, and may contain the words “believe”, “anticipate”,
“expect”, “estimate”, “project”, “will be”, “will continue”, “will likely result”, “plan”, “intend” or words or phrases
of similar meanings. These statements involve known and unknown risks and are based upon a number of
assumptions and estimates that are inherently subject to significant uncertainties and contingencies, many of
which are beyond the Partnership’s control.
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Broad and Deep Expertise and Experience

 Established in 1885 and headquartered in Japan, 
Nippon Yusen Kabushiki Kaisha (“NYK”) recorded $15 
billion in revenue in its fiscal year end March 31, 2021

 Among the world’s largest shipping companies, with 
over 35,000 employees and 684 vessels across a 
diversified owned and operating fleet, including:

 With origins dating to 1896 and headquartered in 
Norway, the Knutsen Group is a fully integrated 
shipping company controlled by KNOP Chairman 
Trygve Seglem

 Operations in multiple shipping segments including:

 KNOT: operation of 9 shuttle tankers and 2 Floating Storage & 
Offloading (FSO) vessels

 Knutsen Technology: marine shipping technology development, 
including proprietary ballast water treatment system

 Liquefied Natural Gas (LNG) carriers and product / chemical 
tankers

 Business development

 KNOP holds option to purchase 
any KNOT vessel with a 5+ year 
contract attached

 Chartering and rechartering

 Technical management and 
crewing

 Administration

 Strong relationships with 
geographically diverse banking 
partners and access to US, 
Japanese and European financial 
markets

KNOT provides material support to KNOP

 Container liner operator 
through ONE Alliance

 Dry bulk carriers
 Air cargo
 Car carriers

 Dry bulk tankers
 LNG / energy carriers
 Multi-purpose carriers
 Logistics
 Real estate

Knutsen NYK Offshore Tankers (‘KNOT’)
50% 50%

October 6, 2021



6

Strategic Performance

Four Pillar strategy has stayed firm
since inception

* Since our IPO in 2013 and up to August 31, 2021
** Since our IPO in 2013 and up to June 30, 2021

*** At June 30, 2021

Resulted in strong and consistent 
performance for our unitholders

Paid out 
$16.54 per 

common unit and 
$472 million 

in total to 
common 

unitholders*

Successfully 
financed and re-

financed all 
requirements in 

good time at very 
low rates with no 

refinance due now 
until 2023

Average fleet 
scheduled 

utilisation of 
99.5%**

Remaining 
forward 

contracted 
revenue of $642 

million***

ADVANCED 
VESSELS

LONG TERM 
CONTRACTS

FIRST CLASS 
CHARTERERS

SAFETY 
COMMITMENT

October 6, 2021
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Strategic Outlook

Four Pillar strategy has stayed firm
since inception

ADVANCED 
VESSELS

LONG TERM 
CONTRACTS

FIRST CLASS 
CHARTERERS

SAFETY 
COMMITMENT

Our ambition for strong and consistent 
performance continues

To prioritise at 
least our current 

level of 
distribution to our 
unit holders and 
target business 
and cashflow 

stability

Target long-term 
contracts through 

close 
relationships with 

our customers 
and access future 

market growth

Target to maintain 
over 99% fleet 

scheduled 
utilisation with no 

safety, 
environmental or 

quality issues

Target innovation 
and 

improvements in 
our business and 

drive our ESG 
ambitions

October 6, 2021
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Shipping Concepts And The Shuttle Tanker Market

A time charter is the hiring of a vessel for a specific 
period of time where the owner supplies the vessel and 
crew and the charterer pays for all fuel, port charges, 
commissions and a daily hire rate to the owner. Under 

the time charter party contract and within the parameters 
of safety and the law, the charterer takes full operational 

control of the vessel during the time charter period. 
Typically the owner pays for vessel insurance. These 
contracts are typical for shuttle tankers operating in 

Brazil.

A bareboat charter is the hiring of a vessel for a specific 
period of time whereby no crew, administration or 

technical maintenance is provided by the owner. The 
charterer obtains possession and full control of the 

vessel along with legal and financial responsibility and 
pays all operating expenses including fuel, crew, port 

expenses and insurance. These contracts are also used 
for shuttle tankers operating in Brazil.

A voyage charter is the hiring of a vessel and crew for a 
voyage between a load port and a discharge port. The 

charterer may pay the vessel owner on a lump-sum 
basis and the owner typically pays port costs, fuel costs 

and crew costs. A voyage charter often specifies a 
period, known as laytime, for loading and unloading the 

cargo. If laytime is exceeded the charterer will pay 
demurrage to the owner, or if laytime is saved the owner 
will pay despatch to the charterer. These contracts are 

not often used in the shuttle tanker market.

A contract of affreightment (a ‘COA’) is not a voyage 
charter but operates in a similar manner. Under a COA 

the owner undertakes to carry a number of cargoes 
within a specified period of time, typically on a specified 
route and in return for a lump-sum or agreed rate per 
voyage. The frequency of cargoes may require more 
than one ship and the owner may have the ability to 
substitute similar ships. COA’s are typical for shuttle 
tankers operating in the North Sea and Norwegian 

sector.

October 6, 2021
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A Unique Component Of Offshore Oil Infrastructure

 Vessels are more economical alternative with 
lower initial investment in certain fields based on:

• Environmental constraints

• Water depth

• Increasing distance from terminals

• Field size

• Field life

 Destination (and therefore production) flexibility

 No construction, installation or removal of capital 
intensive fixed sub-sea infrastructure required

 Vessels becoming more environmentally friendly 
as technology improves, with commitments to ESG 
targets by the shipping industry

 Specially designed, advanced tankers with 
sophisticated bow loading equipment

 Dynamic Positioning (DP2) system allows the 
vessel to stay on location in high seas and harsh 
environments

 Typically 50% higher investment cost than a 
conventional tanker of the same size

 Built-to-order tender-based business and fleet 
renewals drive newbuilds (versus speculative 
ordering)

 Primarily longer-term contracts (1 to 7 years)

 Stricter standards, higher regulation, specialized 
crew and track record needed creates higher 
barriers to entry

Advantages vs. Pipelines Key Differences vs. Conventional Tankers

October 6, 2021

 Once in place our fixed-rate charter contracts are unaffected by changes in oil price; and
 Hire due for the use of our vessels during a charter contract does not depend on our customer’s utilisation.

.
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A Critical Service To Top-Tier Customers

 Shuttle tankers are critical infrastructure, without which 
continued production cannot occur.

 Shuttle tanker charters are typically a very small component of 
our customers’ field operating costs.

 Offshore oil production projects typically have high upfront 
costs to construct and initiate, after which marginal production 
costs can be very low, and field life is typically measured in 
decades.

 Shuttle tankers service a growing proportion of all offshore 
production, recently surpassing 90% in Brazil.

 Firm charter periods typically 5 to 7 years for newbuild vessels, 
with extensions at customer’s option, typically followed by mid-
length (1 to 3 year) charters, with interim spot and COA 
opportunities between contracts if needed.

 Fixed charter rate not impacted by charterer’s utilization of the 
vessel (provided the vessel is fully functioning and made 
available, the fixed rate is payable).

 Voyage expenses are a charterer’s cost, including all fuel while 
the vessel is on-hire.

 No direct exposure to the price of oil or fluctuations thereof.

 Relatively young fleet with strong future earnings potential.

Our customers are globally diverse leaders in offshore energy

Integral to operation of long-term offshore projects Contracts and fleet provide stability and insulation

October 6, 2021

Sunk cost for field operator Revenue for field operator

Seismic Drilling Subsea Production Storage Transport
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Forward Contracted Revenue

At June 30, 2021:

   Remaining forward contracted revenue of $642million (exc. options) and average remaining charter of 2.3 years

   Charterers also have the option to extend these charters by a further 2.8 years on average 

Vessel Age
(years)

Contract type
Current

charterer

Charterer's 
extension options 

(up to)

Windsor Knutsen 14 - - -

Bodil Knutsen 10 Time charter KNOT -

Fortaleza Knutsen 10 Bareboat charter Transpetro -

Recife Knutsen 10 Bareboat charter Transpetro -

Carmen Knutsen 8 Time charter Repsol 3 years

Hilda Knutsen 8 Time charter Eni 3 years

Torill Knutsen 8 Time charter Eni 2 years

Dan Cisne 10 Bareboat charter Transpetro -

Dan Sabia 9 Bareboat charter Transpetro -

Ingrid Knutsen 8 Time charter Vår Energi 5 years

Raquel Knutsen 6 Time charter Repsol 5 years

Tordis Knutsen 5 Time charter Shell -

Vigdis Knutsen 4 Time charter Shell -

Lena Knutsen 4 Time charter Shell -

Brasil Knutsen 8 Time charter Galp 6 years

Anna Knutsen 4 Time charter Galp 6 years

Tove Knutsen 1 Time charter Equinor 13 years

Average vessel age 7.5

Firm charter period Charterer's option periods Expected loss of hire insurance coverage

Commercial terms agreed for one-year charter commencing 3Q 2021, owner’s option to substitute, and charterer’s options to extend

202620252020 2021 2022 2023 2024

October 6, 2021
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October 6, 2021

Stable Operational and Financial Results Over Time…
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Utilizing cashflows to consistently
reduce EBITDA leverage ratio(1)(2)

Stable distribution with consistently
robust coverage provides security
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5.5

6.0

0.6x

0.8x

1.0x

1.2x

1.4x

1.6x

1.8x
Accelerated debt repayment

of c. $90M per year

(1) Leverage increases due to the acquisition of new vessels

October 6, 2021

…Plus Robust Coverage and Reducing Debt Profile…

(2) – EBITDA leverage ratio is the Partnership’s debt less cash at the end of each quarter divided by the Partnership’s EBITDA for that calendar year.
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 Fixed-rate charter contracts are unaffected by changes in oil price once in place.

 Fuel costs are paid by the charterer while-ever the vessel is on-hire and under contract.

 Long lifespans and low break-evens of offshore projects in Brazil and North Sea support long-term viability 
and growth in shuttle tanker demand.

 Additional contributors to stability: cashflow diversification and both inflows and outflows largely in USD
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…Fixed-Rate Contracts Providing Stable Cashflow…
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…Access To Future Growth…

October 6, 2021

(1) The acquisition by KNOP of any dropdown vessels in the future is subject to approval of the independent Conflicts Committee as well as the board of directors of each of KNOP and
Knutsen NYK (‘KNOT’). There can be no assurance that any potential dropdowns will occur.

At June 30, 2021:

   Average contracted charter length of 5.3 years

   Charterers also have the option to extend these charters by a further 7.3 years on average 

Vessel
Expected 
delivery

2020 2021 2022 2023 2024 2025 Charterer

Fixed contract 
period
(years)

Synnøve Knutsen Equinor 5

Tuva Knutsen Total 5

Live Knutsen 2021 Galp 5

Hull 5482 2022 ENI 7

Hull 5483 2022 ENI 5

Hull 786 2022 PetroChina 5

Under construction Time charter Vessel utilised by Sponsor before Equinor charter

Dropdown Inventory at Sponsor – 6 Potential Acquisitions(1) 
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…Finance And Refinancing Stability…

0
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Period Repayment Balloon Repayment

2020 Adjusted EBITDA: $213M

 Average margin paid on the Partnership’s outstanding debt during 2Q 2021 was approximately 2.04% over LIBOR.

 Access to wide pool of lenders, attractive bank finance and several key lender relationships with major players.

 No refinancing due until 3Q 2023.

October 6, 2021
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…Access To An Extensive Pool of Lenders…

October 6, 2021
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…And A Strong Commitment To ESG

October 6, 2021

(1) Widely adopted by operating companies and financial institutions across maritime industries, the Poseidon Principles communicate relevant information to lenders, lessors, and financial guarantors, 
allowing them to assess and disclose climate-related metrics of their portfolios alongside traditional financial metrics by providing: (1) Measurement of carbon intensity and an assessment of company 
climate alignment; and (2) accountable data using IMO standards for collecting data on fuel consumption from ships. In this way the Poseidon Principles provide a framework for integrating climate 
considerations into lending decisions to promote international shipping’s decarbonization.

 KNOP is dedicated to upholding Environmental, Social, and Governmental (“ESG”) principles and driving progress in the shipping 
industry and beyond and has published an ESG report since 2019.

 KNOP is party to a range of industry accords and organizations intended to uphold sustainability principles, good governance and
anti-corruption practices, both within KNOP and KNOT and throughout the maritime industry.

 We welcome efforts by financiers, insurers, and business partners to distinguish between good and bad actors on an ESG basis, with 
implications for terms of and access to capital, services, and business opportunities. We are dedicated to providing transparency on 
our existing ESG initiatives and progress, and we aim consistently to be in the top tier of the maritime sector.

 New and forthcoming regulations will more harshly stratify the entire global maritime fleet by imposing rising costs on less compliant, 
higher-emitting vessels. With a relatively young and technologically advanced fleet, KNOP is well placed on the basis of efficiency 
and emissions; by closely managing operating speed, optimizing fuel consumption, studiously maintaining our fleet, and 
opportunistically installing market-tested solutions, we strive for continuous improvement.

 In the very long-term, industry and governmental decarbonization targets from 2030 onwards and “peak oil” scenarios are likely to 
significantly transform the oil & gas industry. At the same time, with oil deeply integrated into the global energy and non-energy 
economy, shuttle tanker-serviced offshore energy is expected to grow long-term and take market share from onshore, even in 
scenarios of aggregate oil production reduction. Our Sponsor KNOT is focused on investing in proven next-gen technologies, having 
ordered two LNG-fueled tankers to establish a long-term growth pathway at the forefront of efficiency and emissions performance.



23 October 6, 2021

-

0.10

0.20

0.30

0.40

0.50

0.60

 -

 50

 100

 150

 200

 250

 300

 350

 400

 450

 500

D
is

tr
ib

u
tio

n
 p

e
r 

u
n

it,
 U

S
$

A
gg

re
ga

te
 d

is
tr

ib
u

tio
n

, m
ill

io
n

s 
U

S
$

KNOP has returned over 78% of our initial IPO price of $21 as distributions to our unitholders since our IPO in 2013.

All Lead To Very Stable And Attractive 1099 Returns
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Priorities And Outlook

Our number one priority is our distribution, together with stability of 
cashflows and maximizing utilization to enable accretive growth

 Our objective is to maintain the same principles that have served KNOP and 
our unitholders well for many years

 Operate with high utilization, maintain the quality and consistency across all our 
operations.

 In the current capital markets environment we believe that we are unlikely to 
acquire a new vessel in 2021.

 As we move into 2022 and beyond, the key determinants of our success are 
clear:

• Securing employment for our vessels that are currently open in 2022 and 2023, as we 
have done successfully in the past

• Maintaining high operational utilization in line with our historical track record

• Accessing attractive growth capital to enable accretive acquisitions

• Being ready for the expected growth in shuttle tanker demand in Brazil

October 6, 2021
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KNOP Attributes – Our Investment Case

 KNOP is classified as a corporation for U.S. federal income tax 
purposes. A U.S. holder of KNOP common units will receive a Form 1099 
to report distributions received (not a Form K-1).

 We are a market leader in the operation of shuttle tankers and our Sponsor 
has more than 30 years experience and investment in this business.

 Specialist vessels are critical infrastructure with limited replacement 
risk required to deliver oil production from projects with significant upfront 
investments, long lifespans and often low marginal production costs.

 Vessels have operational flexibility as they typically are capable of 
servicing many different fields.

 Due to the specialist nature of the assets, capital cost and need for an 
operating track record there are high barriers to entry.

 Multiple financially strong contractual counterparties.

 Target fixed rate contracts that are typically 1 to 7 years and that do not 
depend on short-term oil prices, where the customer bears vessel utilisation 
risk and all operational costs including fuel.

 Management strategy remains to operate the business on a prudent basis 
and focus on long-term stability as far as possible, to provide an 
attractive distribution and strong balance sheet.

 A diversified revenue stream where no individual vessel accounts (or is 
currently expected to account) for more than 10% of EBITDA.

 Debt paydown of c. $90m p.a., an extensive banking portfolio with access 
to attractive bank finance and several key lender relationships.

October 6, 2021
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Investor Relations Update

Bringing a proactive, holistic approach to IR at KNOP

 Removing barriers to entry for new investors through clear, direct materials and 
messaging

 Establishing an unvarnished, up-to-date understanding 
of prevailing investor views, concerns, and expectations 
for KNOP

 Introducing the KNOP story to a wider audience of 
engaged institutional and retail  investors and sell-side 
analysts

 Deepening the discourse (KNOP is more than just a yield!)

 Remaining engaged with the investor community, staying top of mind, and ensuring 
that we know what’s important to current and potential KNOP unitholders

Bryan Degnan 
Managing Director, The IGB Group

bdegnan@igbir.com
+1-646-673-9701

October 6, 2021
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Virtual Investor Day, October 6, 2021

Q&A
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Virtual Investor Day, October 6, 2021

Thank you for your attendance
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Appendix A
Knutsen Group – A fully integrated international shipping company

Project 
Development 

and 
Conversions

Ship Design Chartering
Building 

Supervision
Crewing

Technical and 
Commercial 
Management

Finance and Treasury Accounting and Tax IT and Reporting Procurement Business Support

Technology and Product development (KBAL® + KVOC® + PNG® + PCO2®)
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Knutsen Group Head Office, Haugesund, Norway

October 6, 2021

• Vessel new buildings
• Technology
• Technical management
• Vetting of the vessels 
• Health, safety, environment 

and quality (HSEQ) 
• Accounting
• Purchasing and logistics

Smedasundet 40
Postbox 2017
N-5504 Haugesund
NORWAY
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Appendix B
Tove Knutsen Acquisition in December 2020

 153,000 DWT DP2 shuttle tanker.

 Vessel delivered from shipyard September 28, 2020, 
sailed to Brazil and undertook series of Equinor and 
Petrobras (for Brazil operations) approval tests.

 Commenced 7-year fixed charter to Equinor on November 
27, 2020, with further 13 years of charterer’s options.

 KNOP closed purchase from KNOT on December 31, 
2020, financed through combination of internal cash and 
debt, thus non-dilutive to existing equity unitholders.

 The purchase price was $117.8 million, less $93.1 million 
of outstanding indebtedness, plus / minus other items 
typical at closing (such as working capital and fees).

 Also repaid $6.9 million of the indebtedness at closing, 
leaving an aggregate of $86.3 million outstanding under 
the secured credit facility related to the vessel.

 Given non-dilutive nature of financing, cash contribution 
from the vessel will directly assist the Partnership in 
maintaining our distribution.

 EBITDA contribution expected to be less than 10% of total 
Partnership EBITDA, keeping concentration risk down.

 EBITDA contribution slightly lower than some other 
vessels in return for 7-year commitment from charterer.
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Appendix C
Second Quarter 2021 Financial Results Summary

 A strong and stable quarter with utilization of 96.9% for 
scheduled operations (if Windsor Knutsen included).

 Distributable cashflow of $24.0m, with coverage of 1.32.

 Paid quarterly distribution of $0.52 for 24th consecutive quarter.

 $642m of remaining contracted forward revenue, excluding 
options, at the end of the quarter.

 Strong support from lenders, no significant refinance due until 
3Q 2023.

 The Partnership’s operations are not exposed to short-term 
fluctuations in oil prices, volume of oil transported or global oil 
storage capacity.

 Recent effects of COVID on customers’ capex schedules have 
created headwinds for shuttle tanker demand, but other than 
Windsor Knutsen (expected charter start date in Sept 2021), 
Bodil Knutsen and Tordis Knutsen (planned drydock to 
commence in 4Q 2021), our fleet remains fully contracted for 
remainder of 2021.

 In the mid to long-term, oil production in Brazil and North Sea 
from shuttle tanker serviced fields is expected to grow 
significantly and though we expect to continue to face market 
softness in 2022, the shuttle tanker market’s fundamentals and 
growth prospects, our liquidity and our market leading position 
allow us to remain optimistic for the future.
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Unaudited, USD thousands 2Q 2021 1Q 2021 4Q 2020 3Q 2020 2Q 2020 FY 2020

Time charter and bareboat revenues 66,513 65,598 69,864 71,241 70,250 278,581

Loss of hire insurance recoveries

Other income

4,397

27

5,882

1

—

(5)

—

39

—

9

—

641

Total revenues 70,937 71,481 69,859 71,280 70,259 279,222

Vessel operating expenses 17,394 18,560 15,565 16,694 13,112 61,005

Depreciation 23,831 23,684 22,466 22,453 22,451 89,743

Write-down (1)

General and administrative expenses

29,421

1,492

—

1,621

—

1,410

—

1,258

—

1,337

—

5,392

Total operating expenses 72,138 43,865 39,441 40,405 36,900 156,140

Operating income (loss) (1,201) 27,616 30,418 30,875 33,359 123,082

Interest income — — 4 — 3 125

Interest expense (6,804) (7,372) (6,113) (6,558) (8,512) (31,645)

Realized and unrealized gain / (loss) 
on derivative instruments (2,265) 8,011 245 (195) (3,092) (25,679)

Other financial items (394) (111) 54 955 (72) (648)

Income (loss) before income taxes (10,664) 28,144 24,608 25,077 21,686 58,966

Income tax benefit / (expense) (261) (3) (3) (1) (3) (9)

Net income (loss) (10,925) 28,141 24,605 25,076 21,683 58,957

2Q 2021 – Income Statement

1. The carrying value of the Windsor Knutsen was written down to its estimated fair value as of June 30, 2021, principally as the carrying value of the vessel in the
Partnership’s accounts included both the cost of the vessel and the cost of conversion of the vessel to a shuttle tanker from a conventional tanker. There are no other similar
converted vessels in the Partnership’s fleet.
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2Q 2021 – Adjusted EBITDA

Unaudited, USD thousands 2Q 2021 1Q 2021 4Q 2020 3Q 2020 2Q 2020 FY 2020

Net income (loss) (10,925) 28,141 24,605 25,076 21,683 65,225

Interest income — — (4) — (3) (125)

Interest expense 6,804 7,372 6,113 6,558 8,512 31,645

Depreciation
Write-down (1)

23,831
29,421

23,684
—

22,466
—

22,453
—

22,451
—

89,743
—

Income tax (benefits) expense 261 3 3 1 3 10

EBITDA 49,392 59,200 53,183 54,088 52,646 186,498

Other financial items (2) 2,659 (7,900) (299) (760) 3,164 26,327

Adjusted EBITDA (3) 52,051 51,300 52,884 53,328 55,810 212,825

1. The carrying value of the Windsor Knutsen was written down to its estimated fair value as of June 30, 2021, principally as the carrying value of the vessel in the
Partnership’s accounts included both the cost of the vessel and the cost of conversion of the vessel to a shuttle tanker from a conventional tanker. There are no other similar
converted vessels in the Partnership’s fleet.

2. Other financial items consist of other finance expense, realized and unrealized gain (loss) on derivative instruments and net gain (loss) on foreign currency transactions.

3. Adjusted EBITDA is a non-GAAP financial measure used by management and external users of our financial statements. Please see the Appendix for a definition of
Adjusted EBITDA.
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2Q 2021 – Distributable Cash Flow

Unaudited, USD thousands 2Q 2021 1Q 2021 4Q 2020 3Q 2020 2Q 2020 FY 2020

Net income (loss) (10,925) 28,141 24,605 25,076 21,683 65,225

Add:

Depreciation 23,831 23,684 22,466 22,453 22,451 89,743

Write-down 29,421 — — — — —

Other non-cash items; amortization of deferred debt 
issuance cost

656 1,102 617 624 626 2,503

Other non-cash items; accrued revenue 353 350 279 278 276 1,108

Unrealized losses from interest rate derivatives and 
forward exchange currency contracts

179 — — — 2,792 22,042

Less:

Estimated maintenance and replacement capital 
expenditures (including drydocking reserve) (17,622) (17,622) (15,102) (15,102) (15,102) (60,408)

Distributions: Series A Convertible Preferred Units (1,700) (1,800) (1,800) (1,800) (1,800) (7,200)

Other non-cash items; deferred revenue and 
accrued income (228) (228) (228) (228) (228) (912)

Unrealized gains from interest rate derivatives and 
forward exchange currency contracts — (11,921) (2,264) (2,379) — —

Distributable Cash Flow (1) 23,965 21,706 28,573 28,922 30,698 112,101

Total distributions 18,150 18,034 18,034 18,034 18,034 72,136

Distribution Coverage Ratio (2) 1.32 1.20 1.58 1.60 1.70 1.55

1. Distributable cash flow is a non-GAAP financial measure. Please see the Appendix for a definition of distributable cash flow.

2. Distribution coverage ratio is equal to distributable cash flow divided by distributions declared for the period presented.
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2Q 2021 – Balance Sheet

Unaudited, USD thousands At Jun 30, 
2021

At Dec 31, 
2020

At Jun 30, 
2021

At Dec 31, 
2020

Current assets: Current liabilities:

Cash and cash equivalents 51,589 52,583 Current portion of long-term debt 351,370 184,188

Inventories 1,762 2,652 Derivative liabilities 9,984 10,695

Amounts due from related parties 3,264 5,726 Contract liabilities 1,518 1,518

Other current assets 14,381 11,237 Current lease liabilities 641 652

Other current liabilities 21,217 16,878

Total current assets 70,996 66,472 Total current liabilities 384,730 213,931

Long-term assets: Long-term liabilities:

Net vessels and equipment 1,642,026 1,708,786 Long-term debt 646,348 846,157

Right-of-use assets 3,061 1,490 Lease liabilities 2,419 838

Intangible assets, net 378 681 Derivative liabilities 8,495 19,358

Derivative assets 168 — Contract liabilities 1,410 2,168

Accrued income 2,164 2,867 Deferred tax liabilities 294 295

Total long-term assets 1,647,797 1,713,824 Total long-term liabilities 658,966 868,816

Convertible Preferred Units 84,367 89,264

Total partners’ equity 590,730 608,285

Total assets 1,718,793 1,780,296 Total equity and liabilities 1,718,793 1,780,296



39

Adjusted EBITDA
Adjusted EBITDA refers to earnings before interest, depreciation, taxes, goodwill impairment charge and other financial items. 
Adjusted EBITDA is a non-GAAP financial measure used by investors to measure our performance. Adjusted EBITDA is used as a 
supplemental financial measure by management and external users of financial statements, such as investors, to assess our 
financial and operating performance. 

The Partnership believes that Adjusted EBITDA assists its management and investors by increasing the comparability of its 
performance from period to period and against the performance of other companies in its industry that provide Adjusted EBITDA
information. This increased comparability is achieved by excluding the potentially disparate effects between periods or companies of 
interest, other financial items, taxes goodwill impairment charges and depreciation and amortization, which items are affected by 
various and possibly changing financing methods, capital structure and historical cost basis and which items may significantly affect 
net income between periods. The Partnership believes that including Adjusted EBITDA as a financial measure benefits investors in (a) 
selecting between investing in the Partnership and other investment alternatives and (b) monitoring the Partnership’s ongoing
financial and operational strength in assessing whether to continue to hold common units. Adjusted EBITDA is a non-GAAP financial 
measure and should not be considered as an alternative to net income or any other indicator of Partnership performance calculated 
in accordance with GAAP.

Distributable Cash Flow 
Distributable cash flow represents net income adjusted for depreciation and amortization, unrealized gains and losses from 
derivatives, unrealized foreign exchange gains and losses, distributions on the Series A Preferred Units, goodwill impairment charge 
other non-cash items and estimated maintenance and replacement capital expenditures. Estimated maintenance and replacement 
capital expenditures, including estimated expenditures for drydocking, represent capital expenditures required to maintain over the 
long-term the operating capacity of, or the revenue generated by our capital assets. Distributable cash flow is a quantitative standard 
used by investors in publicly-traded partnerships to assist in evaluating a partnership’s ability to make quarterly cash distributions. 
Distributable cash flow is a non-GAAP financial measure and should not be considered as an alternative to net income or any other 
indicator of KNOT Offshore Partners’ performance calculated in accordance with GAAP. 

Non-GAAP Financial Measures


