Financial Highlights

(In thousands, except per share amounts and ratios) Year Ended December 31,
1998 1999 2000 2001 2002

Operating revenues $ 385,791 $ 289,425 $ 339,941 $ 434,790 $ 403,158
Operating income 125,518 46,613 47,752 91,935 43,757
Net income 125,927 30,936 34,120 70,701 46,587
Per common share — diluted "

Income before extraordinary item 5.45 1.64 1.92 3.47 2.35

Net income 5.50 1.69 1.92 3.43 2.28
At year end:
Total assets $ 1,257,975 $ 1,196,991 $1,132,730 $ 1,298,138 $ 1,487,107
Property and equipment, net 624,861 715,197 527,078 734,757 737,968
Cash and marketable securities © 439,204 273,499 347,159 258,055 525,931
Total debt @ 474,921 468,493 380,508 290,399 402,732
Stockholders’ equity 542,782 508,130 552,552 743,698 804,951
Total debt to total capital 47% 48% 41% 28% 33%
Total number of vessels 318 306 316 341 319
Total number of inland barges - - 262 338 535
Total number of helicopters - - - - 36

1) Adjusted for SEACOR’s June 15, 2000 three-for-two stock split

3) Includes current portion of long-term debt
4) Includes total offshore marine fleet and environmental service vessels

(
(2) Includes cash and cash equivalents, available-for-sale and marketable securities and construction reserve funds
(
(

Total Revenues EPS - diluted
(millions)

$450 - $6.00 -

$5.00 +

$400 -
$4.00 -
$350 -
$3.00 -
$300 -
$2.00 -
$250 - $1.00 - I I
$200 $0.00 -

98 99 00 01 02 98 99 00 01 02

Return on Equity

28.0% -

24.0% A

20.0% A

16.0% -

12.0% -

8.0% -

4.0% -

0.0% -

98 99 00 01 02



LETTER TO STOCKHOLDERS

April 3, 2003
Dear Fellow Stockholder:

Last year SEACOR earned $46.6 million or $2.28 per diluted share. This was a 6.0% return on equity (ROE), less
than is acceptable.

The highlight of 2002 was the merger of Chiles Offshore with ENSCO International, which created liquidity for our
investment.

Asset Allocation

SEACOR has four basic product lines. Our largest business unit is our marine group that supports offshore oil and
gas activity. Since last year we have acquired a company that owns helicopters and services the offshore markets
as well. Our environmental companies provide clean up and advisory services to the maritime and oil and gas
industries. We also own and operate dry cargo hopper barges that transport goods through the inland waterways
of the United States.

At the core of our largest businesses is an asset base. The discussion and tables that follow report the highlights.
The pie chart on this page provides an overview of our assets.

During the year our marine group disposed of 31 boats and acquired 12 new ones. Vessel sales produced $128.7
million in cash. We spent $93.7 million on new vessels. Of the 31 vessels sold, 13 vessels were leased back to the
Company for periods ranging from two to seven years.1

Tables 1 and 2 on the next page depict the Total Assets by Business
distribution of the fleet by location and vessel type (12/31/02)

at the end of the year. These tables also . Other
supplement the year-end data found in our 10-K Env'rozrl/r:ental — _— 1%
(page 4) to provide a “real time” snapshot. Since

December 31, 2001, we have increased our Cash &
exposure to the Gulf of Mexico and reduced it in Equivalents
the North Sea. As the tables reflect only assets we 29%
own, they somewhat understate our operating
presence in the US markets. We have 41 vessels
that we lease or charter, of which 36 are working
in the Gulf and 5 are working outside the country.
A significant percentage of our investments in US

Offshore
Marine
Services

0,
Inland Barges 62%

based assets are primarily designed to service 5%

deep water drilling operations. We have also

included a table at the end of this letter which Helicopters
summarizes the age of our fleet. Assets and asset 1%

quality are fundamental to all of our businesses.

(Those who wish to understand how we view

differences between classes of vessels and follow the evolution of equipment design can access our website at
http://www.seacorsmit.com/investor/index.html.)

At the commencement of 2002 SEACOR controlled 338 barges, of which approximately one-third were owned by
the Company. During 2002 we purchased for our own account 184 barges at a cost of almost $44 million. At the
end of the year we controlled 535 dry cargo barges.

1Aggregate future lease payment obligations for the 13 vessels sold and leased-back in 2002 is $50.6 million. Of the 31 vessels sold, one was
sold to one of our joint ventures.



The Market and Outlook

The offshore marine business in 2002 can be charitably characterized as having been “mediocre.” The unadorned
reality is that it was “lousy.” (The choice of adjective depends on the tint of your glasses.)

Last year at this time | TABLE 1: Offshore Marine Fleet Net Book Value by Region of Operation (%)

.expected. activity  to West Mexico /
improve in the Gulf of GOM NorthSea  Asia Africa  Trinidad
Mexico by late summer.

When that did not [NetBook Value (12/31/01) 41% 25% 11% 16% 6%
occur, | adjusted my Net Book Value (12/31/02) 38% 31% 6% 13% 11%
sights for the fall, [Current Net Book Value (adj.)" 49% 21% 7% 12% 1%

assuming the reality of
declining natural gas
production and improving cash flow in the hands of producers would be the impetus to invest. | was mistaken.
Even though the spot price of natural gas crossed the $5.00 per MCF threshold in December, producers barely
responded. By January activity in the Gulf of Mexico had actually declined from the feeble levels of late 2002!

(1) Includes newbuildings on order to be delivered in 2003 as well as additions and deletions for the period 1/1-3/31/03

North America has TABLE 2: Offshore Marine Fleet Net Book Value by Vessel Class (%)

finally experienced a Towing Crew  Mini- Standby
cold winter. This has AHTS Supply Supply Boats Supply Utility Safety
occurred at a time when

production of natural Net Book Value (12/31/01) 31%  27% 13% 14% 10% 2% 3%
gas has been declining |[NetBook Value (12/31/02) 36%  20% 7% _ 16% _ 14% 1% __ 5%
for over a year. For the [Current Net Book Value (adj.)(” 26% 28% 7% 20% 13% 1% 4%

moment the price of the
12-month natural gas
strip? seems to have settled in at around $5.00 per MCF and the 24-month strip is $4.80 per MCF.

(1) Includes newbuildings on order to be delivered in 2003 as well as additions and deletions for the period 1/1-3/31/03

Many believe that a $5.00+/- per MCF price for natural gas will “ration” consumption. That may be true, but unlike
several years ago when a balance was struck by fuel switching and shutdown of industrial capacity, this time
rationing may mean placing energy beyond the affordable reach of consumers who have to be budget conscious.
Adjusting thermostats will not be popular or win a lot of votes. A hot summer and potentially below normal
availability of hydroelectric power could create a summer energy squall. Another cold winter could produce “the
perfect storm.”

There is no shortage of theories to explain why activity has not tracked commodity prices. Some commentators
point out that producers have not reaped as much benefit from the run up in price as might be expected because
of having hedged production at prices lower than those of today. The fear of drilling, only to bring gas to market as
prices are falling, is another widely circulated explanation.’ “ENRONITIS,” the liquidity disease being experienced
by natural gas pipeline companies and electric utilities that in the past have been a source of funds for drilling in
the Gulf of Mexico, is another negative factor.

Of greatest concern to me is the view held by some that the shallow shelf in the Gulf of Mexico has been squeezed
dry. If true, it would not be a passing phenomenon. | have read at least a few reports indicating that a typical shelf
“find” today will yield 2 billion cubic feet of gas, which is far less than the yields realized some years ago. Optimists
are now focusing on the potential of the deeper formations below 15,000 feet. Just last week the Minerals
Management Service proposed a rule that would expand its royalty relief program to encourage drilling for “deep”
gas.

Activity in the North Sea has also been slow. Conventional wisdom is that the reservoirs there yet to be developed,
as is the case in the Gulf of Mexico, are too small to be of interest to the larger oil companies. Matters were not
helped by changes in the UK tax laws which made drilling less interesting.

2 The “12-month natural gas strip” price is the average settlement price on any given day of the NYMEX natural gas futures contracts for the
next 12 months.

While | would have thought that selling forward in the futures market could lock in prices, several customers have mentioned that it requires
capital to obtain the credit and not all have access. It is hard to determine if this has had a major impact on drilling plans.



Unfortunately, geology was not part of the 1960’s “core curriculum” for my B.A. degree. However, | did take
economics. Even a parched North Sea and a withered shelf in the Gulf are not commercial “absolutes.” A forward
strip of $10.00 per MCF for natural gas and $30.00 per barrel of oil for 24 months would probably encourage
producers to engage in exploration based on today’s cost structure. (As the joke goes, we know where we stand;
we are only discussing the price!) It may be that the potential reserves in a typical “find” in the North Sea and US
Gulf are not sufficient to encourage the behemoths of our industry to pursue drilling; but hopefully smaller
independent producers can make a meal from “leftovers.”

Most who follow our industry believe it has hit bottom. Given my forecasting record for the last 12 months, | am a
little shy about sticking my neck out, but | share that consensus view. Drilling on land seems to have picked up a
month or so ago. There have been some signs in the last few weeks that activity is trending up in the Gulf of
Mexico. The most recent lease sale offering acreage in the Gulf is encouraging and suggests independents are
becoming more active and showing interest in the shallow shelf.

While we wait for the upturn we are focusing on reducing
costs in our marine operations. This is no easy task.
. Insurance costs are rising. SEACOR, which is not alone
: in its predicament, is going to pay much more in premium
expense this year than last, despite retaining more risk
via higher deductibles. After wages for marine personnel
and maintenance and repair costs, insurance and claims
are the largest component of daily running costs.

We are working hard to eliminate incidents. One
gratifying achievement in 2002 was a reduction in
personal injuries in our offshore marine group, achieved
by intense focus on safe operations. Our marine
professionals perform work that is inherently dangerous,
but it can be executed safely if all hands pitch in to watch
out for one another and if thought is given to planning
each task. Continued progress should go a long way to
reducing costs. In addition we are working with others,

a passengers and outside contractors who board or work
SEACOR Marine Asia staff at the launch of the SEACOR Achiever from our vessels, whose Safety is also of concern to us.

Disclosure and Reporting

In previous letters | have tried to make clear how we think about our business. We focus on assets (which we
‘mark to market” every day), returns on equity, liquidity, and building shareholder value while maintaining a
conservative approach to leverage.

| am sensitive, however, that others tend to be preoccupied — unduly so in my view — with variations in our results
quarter to quarter. We are committed to doing our best to give you updated charts to navigate these shoals.

Differences between quarters and changes year to year are the consequence of many factors. My goal here is to
focus your attention on some of the issues but | urge you to look at the “Management’s Discussion and Analysis”
section of our 10-K. Of course variations in business conditions, usually represented by vessel day rates and
utilization, are one key factor; fleet size and composition are, however, as crucial to tracking revenues as day
rates. (When we sell equipment and accumulate cash we reduce revenues and may be penalizing operating
income until we redeploy our capital.) Changes in day rates and utilization can be tracked on page 16 of the 10-K
and on page viii at the end of this letter.

The reduction in day rates and utilization for our offshore fleet accounts for the “lion’s share” of the decline in

operating revenue in 2002 from that achieved in 2001, and also has, more importantly, slashed operating income
in the boat division.



Operating costs can also cause bulges in quarterly
expenses. Even a fleet as large as SEACOR'’s is not always
going to “wash” out aberrations so that accounting periods
reflect “average” costs. Our practice in reporting has been to
draw attention to dry-dock expenses as these tend to be
substantial and fluctuate considerably. A new complexity
arises because of changes in the fleet mix in the last several
years. Overhauling all the engines in big, fast crew boats can
almost equal in cost the expense associated with docking a
middle age supply boat for a “survey.”

We also shift vessels around between geographic regions
more frequently these days than was the case several years
ago. Relocating a vessel from the Gulf of Mexico to Asia can
cost over $250,000 and also take a boat that might
otherwise be earning revenue out of circulation for 60 days.

Newly delivered SCF Marine covered hopper barge

Unfortunately for those who wish to “scrub” results and compare performance and margins between accounting
periods, SEACOR has a lot of “moving parts.” We take investment positions; Chiles Offshore and Globe Wireless
are examples. The operating results of such investments often get incorporated into our profit and loss statement
in proportion to our ownership participation because we consider it beneficial to hold our interest using limited
liability companies that allow us to deduct losses for tax purposes. We own an environmental business.* We
operate barges and have a small interest in dry bulk ocean transport. We recently acquired a helicopter business,
Tex-Air Helicopters, Inc.

We also manage our business somewhat differently than companies whose “mission statement” is to own and
operate equipment. We do own and operate equipment but we also consider selling and buying vessels an equally
routine activity. We frequently charter (“lease”) equipment, sometimes for short periods, and sometimes for
extended terms. Charters arise when we sell equipment and lease it back, and they also involve vessels owned by
third parties. We find derivatives useful for implementing certain decisions.

Our range of activities, a highly diverse fleet of offshore marine equipment and our active management style make
SEACOR somewhat more difficult to understand than companies that have only 3-4 categories of equipment and
derive most of their income from renting it by the day.

The impact of selling equipment and leasing it back can be particularly confusing and hard to follow. There are
many reasons for engaging in such transactions. “Dressing up” our accounts (moving activity off the balance
sheet), camouflaging liabilities, and boosting current earnings are definitely not our objectives. Our operating lease
responsibilities and charter obligations are documented in detail in Note 12 to our financial statements.? On those
occasi7ons when we sell a vessel and lease it back, any capital gains serve only to reduce the charter rate in future
years.

Lease transactions and charters do affect certain margins and parameters such as “EBITDA” (earnings before
interest, taxes, depreciation and amortization) which some use to benchmark operating performance. Lease and
charter payments, which are recorded as “operating expenses,” incorporate economic costs that would have been
reflected as depreciation if we owned the same boat. These payments also include an “interest rate” component.
That attributed interest cost is usually greater, at least for a while, than our earnings on the cash received. Thus, a

4 That activity tends to have more overhead relative to sales than the boat or barge businesses. It also can be impacted by spill revenue which
is unpredictable, but often causes swings in revenue between periods.

We entered into swaps to lock in interest rates in connection with an offering of senior debt and we took steps to protect our profit that
resulted from Chiles merging with ENSCO. This transaction is discussed more fully in Note 2 to our financial statements. (I, like others, wonder
about the implications for our system of these derivatives but do not consider them inappropriate tools if carefully used.)

As of December 31, 2002, SEACOR had a total of $117.1 million in future operating lease commitments mostly covering vessels and
helicopters. Were we to add the total future payments for operating leases to our outstanding debt, we would still have more in cash and
securities than debt and these commitments.

Gain is recognized only when the sale price exceeds the present value of the future lease obligations.
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lease effectively increases our net interest cost. EBITDA and income also often show up as less than would have
been recorded were we not to sell vessels and lease them back, or acquire vessels via charter arrangements. The
Management’s Discussion and Analysis section of our 10-K filing provides further information on this subject.

The extended discussion of accounting in this letter is intended to assist shareholders in judging the quality of our
reported earnings and return on equity, and the integrity of our balance sheet. Our practice, as we note every year,
is to present our results and accounts as objectively as possible. We do so in conformity with Generally Acceptable
Accounting Principles (“GAAP”), even though on occasion | question the rationale of certain GAAP rules,
particularly when applied to our line of business. GAAP rules are like many rules; they require interpretation and
their application to specific facts and circumstances often involves judgment.

We expense all dockings and engine overhauls, whether imposed by
regulation or undertaken as part of routine maintenance and repairs. We
expense mobilizations (the cost of moving vessels between regions) even
if we have a specific job for the boat. During mobilizations we do not toll
depreciation. We depreciate supply boats, anchor handling vessels, and
towing supply vessels over 25 years from date of original construction,
and, beginning this year, now use a 5% residual value based on the
acquisition cost in the case of new construction. We depreciate aluminum
boats and barges over 20 years, using 10% of original cost as the
residual value. We do not toll depreciation when our equipment is out of
service, either due to lack of work, extended repairs or while undergoing
modifications.

Each year seems to present a new rendition of GAAP; 2002 introduced a
change in accounting treatment for goodwill. This change is bothersome
to me, although it is of trivial significance in SEACOR’s balance sheet. As
a percent of total assets, goodwill is a minor factor in SEACOR’s book
value “1.9%” (although this certainly is more than a rounding error.) Were
we to have continued amortizing this goodwill in 2002, in keeping with
practices that were previously mandated by GAAP, we would have
earned $1.7 million less for the year. That would have translated to $0.08
less per diluted share.?

NRC oil spill response team in action

Another concern that sometimes troubles investors is potential liabilities
for retirement and pension obligations. SEACOR has a matching 401(k), but does not at this time have a defined
benefit plan or a Supplemental Employee Retirement Plan (“SERP”) that obligates us to pay a fixed sum to
individuals at some future point in time.

Despite strong views held by some investors, SEACOR has chosen not to expense options. Those who argue for
such treatment have a point. However, valuation of employee options is difficult and somewhat subjective. Had
options to employees been charged as an expense, our income for 2002 would have been reduced by about $2
million. This would have produced $0.09 less per diluted share.

On September 27, 2002, SEACOR issued $200 million of 10-year notes. These notes carry a coupon of 5-7/8%.
Since issuing these notes we have retired $36.3 million of our convertible notes, pre-paid $23.2 million of senior

8 Until last year GAAP required amortization of goodwill. The current rule now requires that an independent review be undertaken to determine
when “goodwill” is “impaired.” When that is the case it is to be “written down” to the extent impaired. | confess that | find this rule hard to
comprehend. Its application is even more elastic and subjective in my view than many accounting rules. SEACOR recorded goodwill in
acquiring certain assets for which our purchase price exceeded fair market value because we did not obtain full tax basis at the time. The
goodwill reflected on our books and attributable to marine operations has been evaluated and deemed by an independent party not to be
impaired in the context of our larger activities. My personal belief is the better rule for GAAP — at least applied to a business such as the boat
business — would be to continue amortizing goodwill on a regular basis, or better still over the life ascribed to the assets when goodwill relates
to their acquisition. We also have $14.2 million of goodwill associated with our environmental group. Note 1 to our financial statements
discusses the subject of goodwill. Were we to write off the goodwill over the life of the marine assets whose acquisition gave rise to booking i, it
would be charged at $0.08 per diluted share.



debt, and repurchased $13.0 million of our 7.20% senior notes due 2009. We have also, as of the date of this
letter, repurchased 721,200 shares of SEACOR for $27.3 million since issuance of these notes.’

SEACOR has a $200 million line of credit with a little less than a 4-year duration. Thus, our rationale for raising 10-
year capital was simple: we expected interest rates to climb and we wanted to have capital available for future
opportunities. In September we thought it would be difficult to replicate then prevailing rates in the future. If rates
were to remain at current levels, or decline, we would have made a mistake. Thus far our decision does not seem
inspired, but it is a little early to judge whether or not our thinking was correct.

We recognize that having cash and access to credit is a responsibility. Investing requires patience and discipline.
(Luck also helps.) Whether rates decline, climb, or stay at current levels, we will not let money burn a hole in our
pocket. Of course we will seek out prudent investments where we can squeeze a few basis points, but we are
resigned for the time being to a negative spread on our cash until we find opportunity. That could take a while. In
the fourth quarter we estimate that having access to this cash added $2.3 million in “net” interest burden and
penalized earnings by $0.07 per diluted share.

Other Business Activities

In looking at other business units the comments from last year pretty
much cover the present situation. The environmental business is
difficult and competition is keen, but our group eked out a small profit
and added cash to our treasury. Globe Wireless continues to add
vessels. Its cash flow improved despite a difficult competitive
environment. Our share of Globe’s losses was $1.9 million or $0.09 per
diluted share. INMARSAT, Globe’s primary competitor, and its
marketing affiliates (land earth stations) have been aggressively cutting
prices. Globe also faces competition from Iridium and Globalstar, two
satellite communications networks that have filed for bankruptcy. Our
investment in dry cargo shipping produced satisfactory results during
the year.

Our inland business improved in the second half of 2002 and, although
the high cost of fuel is a burden, it appears as if activity during the first
quarter of 2003 is at least as good, if not somewhat better, than last
year at this time.

Last December SEACOR acquired Tex-Air, a company that operates
36 helicopters in the Gulf of Mexico. Most of these units were leased
prior to SEACOR linking up with the company. We believe that there
will be opportunities over time for Tex-Air to grow.

A Tex-Air EC-120 operating in the Gulf of Mexico

Looking Ahead

Many (count me in that group) are transfixed by “24/7” news reporting on events in the Middle East. In our universe
the “lraq factor” casts a shadow. As usual there are diverging opinions as to how the outcome will impact our
industry. The outcome may determine where it will be most attractive to commit future investment dollars
particularly for large oil companies. If more dollars flow into development of oil beneath the Arabian desert, that
does little for our business. Many also expect oil prices to fall dramatically. Lower commodity prices could make
the economics of drilling less appealing. (High prices have not proved thus far to be compelling reasons for
producers to commit capital, so perhaps the impact of lower prices on decision-making would not be significant.)
My personal belief is that the most optimistic — hopefully realistic — scenario (a relatively brief conflict, with few

o During 2002 we purchased a total of 459,700 shares for $18.5 million at an average price of $40.26 and also redeemed $11 million of our
convertible debt and $13 million of our 7.2% senior notes. Some of the repurchased shares and some of the convertibles were acquired or
redeemed prior to the placement of the 5-7/8% notes. These activities are reflected in Notes 8 and 9 to our financial statements and are
discussed in the “Management’s Discussion and Analysis” section, page 30, of the 10-K.
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casualties and no serious damage to oil installations) will not dramatically alter what would have been the course
of events for our business, particularly in the next year or so. America still needs gas, and oil companies will
continue to develop reserves outside the Middle East. Hopefully these realities will provide more activity during the
next three quarters of 2003.

Although we do not forecast earnings or “provide guidance”, | do have an opinion about our business prospects. In
this regard | speak for myself, not necessarily the Board or our entire management group. Logic and history
suggest that drilling activity will increase in the Gulf of Mexico and probably in the North Sea. SEACOR has
positioned its boat assets to increase exposure to the Gulf of Mexico. With 47 vessels idle in the Gulf of Mexico
and 10 additional supply boats and crew boats due to deliver in 2003, SEACOR is in an excellent position to
benefit from an upturn, if it does come.

Sincerely,

Charles Fabrikant
Chairman of the Board
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FLEET STATISTICS AND PERFORMANCE MEASURES

FLEET STRUCTURE 2000 2001 2002
Number of Vessels:
OWNEA ... .ottt 227 248 216
Bareboat/Time Chartered-In....................... 22 27 42
Managed/Operated .........ccccceeveeeeeiiriennnnn. 5 12 6
Joint Ventures and Pools .............ccccceeeee 62 54 55
TOtal .o 316 341 319
Type of Vessels:
Anchor Handling Towing Supply ................ 27 31 28
Supply/Towing SUpply......cccecevveiiieeeiinnenn. 74 79 71
Mini-SUPPIY ...eeeeiiieee 8 26 33
CrEW ..ot 90 91 96
ULIIIY e 66 65 45
Standby Safety (SBSV).......ccoovveeveeeinnen. 37 30 26
Geophysical/Freight/Other ...........c.cc.......... 3 3 2
Oil Spill Response...........ccocccvvveeeeeeeeecnnnen. 11 16 18
Total. e 316 341 319
DAY RATES
Supply/Towing SUPPIY ..ccvvevveeeeeeeeeceeeee. $ 5251 $ 7771 $ 7,985
Anchor Handling Towing Supply........ccc........ 11,410 13,548 13,067
CrEW ..ot 2,645 3,313 3,216
MinNi=-SUPPIY oo 2,041 3,071 2,854
UTILIZATION
Overall Utilization............cccooveveeeeeereeen. 75.7% 81.1% 78.5%
Effective Utilization? ...............cocooeveereeeeennn. 78.2 83.7 814
Utilization Lost to Market Conditions® ............ 21.0 15.7 17.9
Utilization Lost to Operating Conditions®........ 3.3 3.2 3.6
Total Utilization Lost to Days Not Worked .. 24.3 18.9 21.5
SCHEDULED DRYDOCKINGS
Total Dry-docking Cost (in millions) ............... $ 73 % 101  $ 12.9
Number of Vessels Dry-docked ..................... 80 99 84
VESSEL ACQUISITIONS/DISPOSITIONS
ACQUISItIONS ... 25 51 12
DiISPOSHIONS ... 21 39 33
AVERAGE AGE ° (wholly owned fleet, yrs)
AHTS Lo 13.4 13.0 11.7
Supply/Towing SUPPIY oo 16.9 12.2 12.4
CreW e 9.4 10.1 10.1
MinNi=SUPPIY oo 7.6 53 5.0
UBIEY oo e 20.3 21.2 22.3
Standby Safety (SBSV).....cccccceevviciiiiieeeeeis 25.6 271 26.5
Total (incl. SBSV) ..c..oveviiiiiiiiiiiceeee 15.7 14.8 15.0
Total (excl. SBSV) .....oovoiiiiiiiiiinicieeee 14.5 13.7 13.8

" The ratio of days worked to calendar days.

2 The ratio of days worked to calendar days minus days lost to operating conditions.

% The ratio of days lost due to market conditions to calendar days. Days lost to market conditions result from lack of work, safe
harbor, mobilization between regional markets and, in the case of North Sea standby safety vessels, the need to have relief
vessels to meet the requirement for round-the-clock coverage.

“ The ratio of days lost to operating conditions to calendar days. Days lost to operating conditions result from scheduled dry-
dockings, unscheduled maintenance and repair, and major conversion work from one class of service to another.

% Includes vessels sold and leased back by the Company (13 vessels in 2002, 10 vessels in 2001 and three in 2000).

® As of December 31%,

" Includes Fast Support Intervention Vessels (length of 135 to 200 ft) with an average age of 7.8 years.
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FORWARD-LOOKING STATEMENTS

Certain statements discussed in Iltem 1 (Business), ltem 3 (Legal Proceedings), ltem 7 (Management’s Discussion
and Analysis of Financial Condition and Results of Operations), Item 7A (Quantitative and Qualitative Disclosures
About Market Risk) and elsewhere in this Form 10-K constitute “forward-looking statements” within the meaning of
the Private Securities Litigation Reform Act of 1995. Such forward-looking statements concerning Management’s
expectations, strategic objectives, business prospects, anticipated economic performance and financial condition and
other similar matters involve known and unknown risks, uncertainties and other important factors that could cause the
actual results, performance or achievements of results to differ materially from any future results, performance or
achievements discussed or implied by such forward-looking statements. Such risks, uncertainties and other important
factors include, among others: general economic and business conditions, the cyclical nature of our business,
adequacy of insurance coverage, currency exchange fluctuations, changes in foreign political, military and economic
conditions, the ongoing need to replace aging vessels, dependence of spill response revenue on the number and size
of spills and upon continuing government regulation in this area and our ability to comply with such regulation and
other governmental regulation, industry fleet capacity, changes in foreign and domestic oil and gas exploration and
production activity, competition, regulatory initiatives, customer preferences, marine-related risks, effects of adverse
weather conditions and seasonality on the Company’s offshore aviation business, helicopter related risks, effects of
adverse weather and river conditions and seasonality on inland river operations, the level of grain export volume,
variability in freight rates for inland river barges and various other matters, many of which are beyond the Company’s
control and other factors. The words “estimate,” “project,” “intend,” “believe,” “plan” and similar expressions are
intended to identify forward-looking statements. Forward-looking statements speak only as of the date of the
document in which they are made. We disclaim any obligation or undertaking to provide any updates or revisions to
any forward-looking statement to reflect any change in our expectations or any change in events, conditions or
circumstances on which the forward-looking statement is based.

PART I
ITEM1. BUSINESS

General

Unless the context indicates otherwise, any reference to the “Company” refers to SEACOR SMIT Inc., incorporated in
1989 in Delaware, and its consolidated subsidiaries, “SEACOR” refers to SEACOR SMIT Inc. and “Common Stock”
refers to the common stock, par value $.01 per share, of SEACOR.

The Company is a major provider of offshore marine services to the oil and gas exploration and production industry
and is one of the leading providers of oil spill response services to owners of tank vessels and oil storage, processing
and handling facilities. The Company operates an inland river hopper barge business, and until the merger of Chiles
Offshore Inc. (“Chiles”) with ENSCO International Incorporated (‘ENSCO”) on August 7, 2002 (the “Chiles Merger”),
the Company held a 23.8% equity interest in Chiles, a former owner and operator of ultra-premium jackup drilling rigs.
On December 31, 2002, the Company acquired the remaining 80% of issued and outstanding stock of Tex-Air
Helicopters, Inc. (“Tex-Air”) that it did not already own (the “Tex-Air Acquisition”). Tex-Air operates a fleet of 36
helicopters that serve the offshore oil and gas industry in the U.S. Gulf of Mexico.

SEACOR’s principal executive offices are located at 11200 Richmond Avenue, Suite 400, Houston, Texas 77082,
where its telephone number is (281) 899-4800.

The Company’s Internet address is www.seacorsmit.com. All of the Company’s periodic report filings with the
Securities and Exchange Commission ("SEC") pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of
1934, as amended, are made available, free of charge, through the Company’s website, including the Company’s
annual report on Form 10-K, quarterly reports on Form 10-Q, and current reports on Form 8-K, and any amendments
to those reports. These reports and amendments are available through the Company’s website as soon as
reasonably practicable after the Company electronically files such report or amendment with the SEC.

Segment and Geographic Information

Financial data for segment and geographic areas is reported in “Iltem 7. Management's Discussion and Analysis of
Financial Condition and Results of Operations — Results of Operations” and “ltem 8. Consolidated Financial
Statements — Note 13. Major Customers and Segment Data” included in Parts Il and IV, respectively, of this Annual
Report on Form 10-K. The Company’s principal business segment is offshore marine services. Its “Other” business
segment includes environmental services, inland river services, offshore aviation services and other investments.



Offshore Marine Services
General

The Company’s offshore marine service business is primarily dedicated to operating a diversified fleet of offshore support
vessels that service oil and gas exploration and production facilities mainly in the U.S. Gulf of Mexico, the North Sea,
Latin America, West Africa and Asia. The Company’s vessels deliver cargo and personnel to offshore installations,
handle anchors for drilling rigs and other marine equipment, support offshore construction and maintenance work and
provide standby safety support and oil spill response services. From time to time, vessels service special projects, such
as well stimulation, seismic data gathering and freight hauling. In addition to vessel services, the Company’s offshore
marine service business offers logistics services, which include shorebase, marine transport and other supply chain
management services also in support of offshore oil and gas exploration and production operations.

Fleet

General. As of December 31, 2002, the average age of SEACOR’s fleet was approximately 15.0 years. Excluding
standby safety vessels, the average age of the fleet was approximately 13.8 years. The Company believes that after
vessels have been in service for approximately 25 years (20 years for crewboats and 30 years for certain standby safety
vessels), the level of expenditures (which typically increase with vessel age) necessary to satisfy required marine
certification standards may not be economically justifiable. There can be no assurance that the Company will be able to
maintain its fleet by extending the economic life of existing vessels or acquiring new or used vessels, or that the
Company’s financial resources will be sufficient to enable it to make capital expenditures for such purposes. In each of
the three years ended December 31, 2000, 2001 and 2002, the offshore marine service business segment accounted for
82%, 92% and 91%, respectively, of the Company’s consolidated operating revenues.

The Company'’s fleet is primarily comprised of the following vessel types:

Anchor Handling Towing Supply. Anchor handling towing supply vessels range in size and capacity and are equipped
with winches capable of towing drilling rigs and lifting and positioning their anchors. At present, the horsepower and
pounds of winch line pull capacity for these vessels range from approximately 6,000 horsepower to 15,000 horsepower
and 600,000 Ibs. to 1,000,000 Ibs., respectively. These vessels also have varying capacity to transport deck cargo and
liquid mud, potable and drill water, diesel fuel and dry bulk cement in compartments below deck. A number of anchor
handling towing supply vessels are equipped with dynamic positioning (“DP”) systems that enable them to maintain a
fixed position in close proximity to a rig without the use of tie-up lines.

Crew Boats. Crew boats transport personnel as well as cargo to and from production platforms and rigs. Crew vessels
built prior to 1990 are generally 100 feet to 110 feet in length. Newer crew vessel designs, also known as Fast Support
Intervention Vessels, are 130 feet to 200 feet in length, have enhanced cargo carrying capacities, and certain of them are
equipped with DP capabilities. All of the Company’s crew vessels travel at high-speeds and are used primarily to
transport cargo on a time sensitive basis.

Geophysical, Freight and Other. Certain vessels of the Company are employed in special project activities such as
well stimulation, seismic data gathering and freight hauling. To meet the requirements of these type of services, the
Company’s vessels must generally have special features, such as large deck space, high electrical generating capacity,
high maneuverability and unique thrusters, extra berthing facilities and long-range cruising capabilities.

Mini-Supply. Mini-supply vessels range in size from 125 feet through 155 feet in length and serve drilling and production
facilities and support offshore construction and maintenance work. They typically carry deck cargo, liquid mud, methanol
and diesel fuel and water but are not equipped with below deck bulk tanks for the carriage of dry mud or cement. Mini-
supply vessels have bow thrusters for added maneuverability and are well suited for deepwater production support.

Standby Safety. Standby safety vessels operate in the UK sector of the North Sea. They typically remain on station to
provide a safety backup to offshore rigs and production facilities, carry special equipment to rescue personnel, are
equipped to provide first aid and shelter and, in some cases, function as supply vessels.

Supply. Supply vessels serve drilling and production facilities and support offshore construction and maintenance work.
They are differentiated from other vessels by cargo-carrying flexibility and capacity, which is typically determined by the
size of a vessel. In addition to deck cargo, supply vessels transport liquid mud, potable and drill water, diesel fuel and dry
bulk cement below deck. Generally, customers prefer vessels with large liquid mud and bulk cement capacity and large
areas of clear deck space. For certain projects, characteristics such as maneuverability, fuel efficiency or firefighting
capability may also be important. The Company’s supply vessels range in length from 166 feet to 250 feet and certain of
those vessels have DP capabilities.



Towing Supply. Towing supply vessels perform the same functions as supply vessels but are equipped with more
powerful engines (3,000 to 6,000 horsepower) and deck mounted winches, giving them the added capability to perform
general towing duties, buoy setting and limited anchor handling work. Towing supply vessels are primarily used in
international operations, which require the additional versatility that these vessels offer relative to supply vessels.

Utility. Utility vessels service offshore production facilities and also support offshore maintenance and construction work.
They are capable of transporting fuel, water, deck cargo and personnel and certain of the fleet have enhanced firefighting
and pollution response features. Utility vessels range in length from 96 feet to 125 feet.

The following table sets forth a count of the Company’s vessel types as of December 31 for each year indicated and the
percent of offshore marine service segment operating revenues earned by vessel type that were owned, chartered-in or
managed by the Company in each twelve-month period ending December 31 for each year indicated.

2000 2001 2002

Vessel Type Count Percent Count Percent Count Percent

Anchor Handling Towing Supply. 27 21.4% 31 21.9% 28 22.9%

90 25.7% 91 21.3% 96 19.9%
3 0.9% 3 0.5% 2 -

. 8 1.6% 26 5.5% 33 6.3%

........... . 37 12.5% 30 10.2% 26 11.3%

. 74 25.7% 79 31.2% 71 31.3%

.......................... . 66 8.2% 65 6.6% 45@ 4.9%

- 4.0% - 2.8% - 3.4%

305 100.0% 325 100.0%  301°  100.0%

(1) Consists primarily of the percent of operating revenues earned by the logistics activities of the Company’s offshore
marine service segment.

Fifteen utility vessels were retired from service in 2002 and are excluded from fleet count.

The fleet includes 200 vessels owned by wholly-owned subsidiaries of the Company. The Company also
chartered-in 40 vessels and managed 6 vessels as of year end. As of year end, joint ventures in which the
Company owned a 50% or less interest owned 45 vessels and chartered-in 5 vessels from third parties and joint
ventures in which the Company owned a majority interest owned 5 vessels. See “Joint Ventures” for discussion
of joint venture vessel activity.

=

Acquisitions and Dispositions. The Company actively monitors opportunities to buy and sell vessels to maximize the
overall utility and flexibility of its fleet. Fleet additions have resulted principally from the purchase of vessels from
competitors, newly constructed vessels and equity holdings in joint ventures that own vessels. See “Joint Ventures” for
discussion of joint venture vessel activity. The following table sets forth acquisitions by the Company in the last five years
by vessel type.

Vessel Type 1998 1999 2000 2001 2002 Total

Anchor Handling Towing Supply..... 3 3 1 3 2 12
Crew . 4 4 2 4 5 19
Mini-Supply... - 2 - 19 4 25
Standby Safety.... - - 16 - - 16
Supply and Towing Supply 3 1 6 14 1 25
Utility - - - 11 - 11
10 10 25 51 12 108

The following table sets forth sale transactions in the last five years by vessel type. These sale transactions include 5
utility vessels and 1 mini-supply vessel transferred to the Company’s environmental service business segment and 4
towing supply, 4 crew, 2 utility, 1 anchor handling towing supply and 1 mini-supply vessel sold to joint venture companies
in which the Company owns a 50% or less interest. See “Joint Ventures” for discussion of joint venture vessel activity.
Thirty-six of the vessels sold in the last five years remain bareboat chartered-in by the Company pursuant to sale-
leaseback transactions. Leaseback vessels include 20 crew, 12 supply and towing supply, 2 anchor handling towing
supply and 2 mini-supply.

Vessel Type 1998 1999 2000 2001 2002 Total

Anchor Handling Towing Supply...... 8 1 1 1 4 15
CreW .ottt 5 11 1 13 10 40
Geophysical, Freight and Other ...... - - - - 1 1
Mini-Supply.......... - - - 4 - 4
Standby Safety.... - - 2 6 3 11
Supply and Towing Supply ... 14 - 9 5 8 36
ULl o 7 2 8 10 7 34
34 14 21 39 33 141




Markets

The Company operates vessels in five principal geographic regions. The table below sets forth by region, at the dates
indicated, the vessel types that are owned, chartered-in, managed, joint ventured and pooled.

At December 31,

Vessel Type by Geographic Market 2000 2001 2002
Domestic, principally in the U.S. Gulf of Mexico:
Anchor Handling Towing SUpply ..........ccoeiieiieiiienieiicieeeen 7 4 5
CIBW ..ottt ettt ettt 66 60 63
Geophysical, Freight and Other .. 2 2 1
Mini-Supply ....ccoevieiiiiie, 6 23 29
Supply and Towing Supply .. 24 20 18
U e 61 62 42
Total DomestiC FIEt........ccoviiiiiiiiiiiiiie e 166 171 158
Latin America:
Anchor Handling Towing SUpPIY ........ccoiueeiiiieiiiieeieeesieee 6 9 9
Crew .....ocveiecie e 6 10 10
Mini-Supply .....ccccovvivienene 2 3 4
Supply and Towing Supply .. 18 20 19
U e 3 3 3
35 45 45
North Sea:
Anchor Handling Towing SUpply .........ccoeiieiieiiieiiciicieenen - 2 3
Standby Safety .........cceoiiiiii 37 30 26
Supply and Towing SUPPIY ....cerveeieeiieiienieseeeesee e 4 15 9
41 47 38
West Africa:
Anchor Handling Towing SUpPIY ........ccoiueeiiiieiniieiieeesieeee 6 9 7
Crew .....ocveiiiciiereseee e 8 11 13
Supply and Towing Supply .. 13 11 12
U e 2 - -
29 31 32
Asia:
Anchor Handling Towing SUpPIY .......cccccveiiinienieniciicnieeien 6 6 3
CreW .o 9 9 10
Supply and Towing Supply 5 6 6
20 21 19
Other Foreign:
Anchor Handling Towing SUpply .........cccoeiieiieiicnieiieceeeen 2 1 1
CrBW .. 1 1 -
Geophysical, Freight and Other .. 1 1 1
Supply and Towing SUPPIY ....cooveerieriieiieiieieeeeeeeeeeee 10 7 7
14 10 9
Total Foreign Fleet...........oooiiiiiiiiie e 139 154 143
TOtal FIBEE ... 305 325 301

Domestic. The Company is a major provider of vessel services primarily to the oil and gas exploration and production
industry operating in the U.S. Gulf of Mexico. At December 31, 2002, the Company’s U.S. fleet was comprised of 158
vessels, including 3 that participate in a joint venture. See “Joint Ventures” for discussion of joint venture vessel activity.
Anchor handling towing supply, supply and towing supply, and certain of the Company’s crew and mini-supply vessels
support exploration activities while utility and certain of the Company’s other crew and mini-supply vessels support
production activities. A significant number of the Company’s drilling support vessels generally service rigs operating in
deep water. The Company’s domestic vessels may also be employed in geophysical, freight and other special purpose
operations. At December 31, 2002, 39 companies were operating approximately 357 supply and towing supply, 225
crew, 165 utility and mini-supply and 27 anchor handling towing supply vessels in the U.S. Gulf of Mexico.

Latin America. The Company provides vessel services in Latin America for both exploration and production activities.
At December 31, 2002, the Company owned, either directly or through joint ventures, and/or operated 45 vessels in this
region, including 26 in Mexico, 8 in Trinidad and 11 in Brazil, Chile, Argentina and Venezuela. The Company’s joint
ventures owned 25 of its Latin American vessels and chartered-in an additional 12 vessels, 7 from the Company and 5
from other vessel owners. See “Joint Ventures” for discussion of joint venture vessel activities. A Brazilian customer also
charters four vessels from the Company.

Operating conditions in Mexico are similar to those in the U.S. Gulf of Mexico; however, demand for vessels in Mexico
has been affected historically, to a significant degree, by Mexican government policies, particularly those relating to
Petroleos Mexicanos (“PEMEX”), the Mexican national oil company. At December 31, 2002, 9 companies were operating
approximately 200 vessels from ports in Mexico.



Trinidad has continued to grow as an exporter of liquefied natural gas (\LNG”), which has resulted in increased offshore
drilling activities necessary to supply LNG production facilities with natural gas feedstock. A major oil discovery in 2002
off the east coast of Trinidad is also expected to generate demand for vessels in the coming year. Demand for vessel
services in Brazil, Argentina and Chile were steady throughout 2002 although lower in Venezuela. The Company
presently operates one vessel in Venezuela through a joint venture. See “Joint Ventures” for discussion of joint venture
vessel activity.

North Sea. The Company’s North Sea fleet, comprised of 38 vessels at December 31, 2002, provides principally
standby safety, supply and anchor handling towing supply vessel services to platform and rig operators in the region,
which encompasses offshore Norway, Denmark, the Netherlands, Great Britain and Ireland. The Company’s fleet
includes 5 standby safety vessels managed for third party owners and 3 additional standby safety vessels that participate
in joint ventures. See “Joint Ventures” for discussion of joint venture vessel activities and “Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations — Offshore Marine Services” for discussion of
managed vessel activity. At December 31, 2002, 8 companies were operating approximately 126 certified standby safety
vessels in the North Sea and an additional 145 supply and 93 anchor handling towing supply vessels were working in this
region.

Demand in the North Sea market for standby safety vessel services developed in 1991 after the United Kingdom
promulgated legislation requiring offshore operations to maintain higher specification standby safety vessels. The
legislation requires a vessel to “stand by” to provide a means of evacuation and rescue for platform and rig personnel in
the event of an emergency at an offshore installation.

West Africa. At December 31, 2002, the Company owned and/or operated and managed 31 vessels in this region, and
one of its joint ventures bareboat chartered-out a vessel. See “Joint Ventures” for discussion of joint venture vessel
activities. Approximately 50% of the Company’s West African fleet operates from ports in Nigeria and the remainder of its
vessels work from ports in Equatorial Guinea, Gabon, Cameroon, Congo, Angola, Guinea, and South Africa. Competition
is very concentrated in West Africa with only 6 principal vessel operators managing approximately 240 vessels. The need
for vessels in this market is primarily dependent upon multi-year offshore oil and gas exploration and development
projects and production support.

Asia. At December 31, 2002, the Company’s Asian fleet was comprised of 19 vessels, including 10 vessels that
participate in joint ventures. See “Joint Ventures” for discussion of joint venture vessel activities. At December 31, 2002,
17 companies were operating more than 250 vessels in this region in support of exploration, production, construction and
special project activities.

Other Foreign. At December 31, 2002, nine of the Company’s other foreign vessels operated from ports located in
Egypt, Greece and France. Joint ventures own eight of these vessels and one vessel owned by the Company was
bareboat chartered-out. See “Joint Ventures” for discussion of joint venture vessel activities.

Joint Ventures

The Company has formed or acquired interests in offshore marine joint ventures to enter new markets, enhance its
marketing capabilities and facilitate operations in certain foreign markets. These arrangements have allowed the
Company to expand its fleet or marine-related operations while diversifying the risks and reducing the capital outlays
associated with independent expansion. The table below sets forth, at the dates indicated, the various types of joint
venture vessels that are owned and chartered-in from companies other than SEACOR.

At December 31,

Vessel Type 2000 2001 2002
Anchor Handling Towing SUppIly........cccceevieiienieiieiieieeiens 6 7 5
CIBW ...ttt ettt e e 9 12 15
Geophysical, Freight and Other..........ccccccooiiiiiiiiiir e, 1 1 1
MINI=SUPPIY. .. - 2 3
Standby Safety ... 9 3 3
Supply and Towing SUPPIY ....ccoueeiiiiiiiieeie e 29 27 26
U e 3 2 2

57 54 55"

(1) The fleet count at December 31, 2002 included 45 vessels in which the Company owned a 50% or less interest, 2
supply, 2 standby safety and 1 crew vessel in which the Company owned a majority interest and 5 additional vessels
were chartered-into a minority owned joint venture.

TMM Joint Venture. In 1994, the Company and Transportacion Maritima Mexicana S.A. de C.V., a Mexican corporation
(“TMM”), organized a joint venture to serve the Mexican offshore market (the “TMM Joint Venture”) that is comprised of
two corporations, Maritima Mexicana, S.A., a Mexican corporation, and SEAMEX International Ltd., a Liberian
corporation, in each of which the Company owns a 40% equity interest. The TMM Joint Venture has enabled the



Company to expand into a market contiguous to the U.S. Gulf of Mexico and provides greater marketing flexibility for the
Company’s fleet in the region. At December 31, 2002, the TMM Joint Venture was comprised of 26 vessels, 15 owned
and 11 chartered-in, including 6 vessels provided by the Company and 5 vessels provided by other vessels owners.

Logistics Joint Venture. The Company holds a 67% equity interest in Energy Logistics, Inc., a joint venture corporation
that provides shorebase, marine transport and other supply chain management services in support of offshore
exploration and production operations primarily in the U.S. Gulf of Mexico that was incorporated in 1996. Energy
Logistics, Inc. owns Liberty Services, Inc. (“Liberty”), which has provided base services, equipment rental and personnel
in support of the offshore energy industry for over 15 years. Energy Logistics, Inc. and Liberty (collectively referred to as
“ELI") operate shorebase support facilities in Louisiana and employ vessels owned by the Company in its operations.

Pelican Joint Venture. In December 2000, the Company entered into a joint venture owned 50% by each of the
Company and Penguin Boat International Limited, a Singapore corporation (“Penguin”). The joint venture, Pelican
Offshore Services Pte Ltd, also a Singapore corporation (“Pelican”), owns nine Fast Support Intervention Vessels. The
Pelican fleet is currently employed in Asia. Penguin built eight of the nine Pelican vessels. Pelican currently has offices in
Jakarta, Indonesia and Singapore.

Other Joint Ventures. At December 31, 2002, the Company participated in 9 additional joint ventures that provided
vessel services to the oil and gas industry. The Company formed certain of these joint ventures and acquired its interest
in other of these joint ventures with the acquisition of businesses and fleets of vessels. At December 31, 2002, these joint
ventures owned 26 vessels, including 1 remaining to be sold under a joint venture’s plan of liquidation, and chartered-in 1
vessel from the Company. The Company owns a majority interest in 2 of these joint ventures, which together own 5
vessels. Other joint venture vessels operate from ports in Trinidad, the U.S., Egypt, Chile, Argentina, Brazil, Greece,
England, Gabon, Venezuela and Russia. An additional joint venture assists with management of the Company’s vessels
operating in Nigeria.

Customers and Contract Arrangements

The Company offers offshore marine services to over 200 customers, including major integrated oil companies and large
independent oil and gas exploration and production companies, and has enjoyed long standing relationships with many of
them. The percentage of operating revenues attributable to any individual customer varies from time to time, depending
on the level of oil and gas exploration undertaken by a particular customer, the suitability of the Company’s vessels for
the customer’s projects and other factors, many of which are beyond the Company’s control. For the fiscal year ended
December 31, 2002, there was no one customer from whom the Company’s offshore marine service segment earned
10% or more of its aggregate operating revenues.

The majority of the vessels in the Company’s fleet are time chartered to customers pursuant to which the customer
rents a vessel and the Company provides all necessary support for its safe and efficient operation. Vessel operating
expenses are typically the responsibility of the Company except that generally the customer provides fuel and
lubricants. In return for providing time charter services, the Company is paid a daily rate of hire. The Company also
charters-out vessels from its fleet to customers under bareboat charter agreements. Pursuant to these agreements,
the Company provides only the vessel to the customer, and the customer assumes responsibility to provide for all of
the vessel’s operating expenses and generally assumes all risk of operation. The daily rate of hire that the Company
charges under a bareboat charter agreement is lower than that under a time charter agreement.

Customers for vessels generally award charters based on suitability and availability of equipment, price and reputation for
quality service and duration of employment. Charter terms may vary from several days to several years.

Industry Hazards and Insurance

Vessel operations involve inherent risks associated with hazards, such as adverse weather conditions, collisions, fire, and
mechanical failures, which may result in injury to personnel, damage to equipment, loss of operating revenues and
increased costs. The Company maintains hull, liability, marine war risk, general liability, workers compensation and other
insurance customary in the industry.

Recent terrorist attacks, the continuing threat of terrorist activity and economic and political uncertainties have led to
significant increases in premiums paid by the Company for much of its insurance protection. There is no assurance that
in the future the Company will be able to maintain its existing coverage or that it will not experience further substantial
increases in premium. There can also be no assurance that the Company’s liability coverage will be adequate to cover all
potential claims that may arise.



Risks of Foreign Operations

For the years ended December 31, 2000, 2001 and 2002 approximately 30%, 42% and 51%, respectively, of the
Company’s offshore marine service operating revenues were derived from its foreign operations. The Company’s foreign
offshore marine service operations are subject to various risks inherent in conducting business in foreign nations. These
risks include, among others, political instability, potential vessel seizure, nationalization of assets, terrorist attacks,
fluctuating currency values, hard currency shortages, controls of currency exchange, the repatriation of income or capital,
import-export quotas and other forms of public and governmental regulation, all of which are beyond the control of the
Company. It is not possible to predict whether any of these conditions or events might develop in the future. The
occurrence of any one or more of such conditions or events could have a material adverse effect on the Company’s
financial condition and results of operations.

Industry Conditions

Exploration and drilling activities, which affect the demand for vessels, are influenced by a number of factors, including
the current and anticipated prices of oil and natural gas, the expenditures by oil and gas companies for exploration and
development and the availability of drilling rigs. In addition, demand for drilling services remains dependent on a variety of
political and economic factors beyond the Company’s control, including worldwide demand for oil and natural gas, the
ability of the Organization of Petroleum Exporting Countries (“OPEC”) to set and maintain production levels and pricing,
the level of production of non-OPEC countries and the policies of various governments regarding exploration and
development of their oil and natural gas reserves. See “ltem 7. Management’s Discussion and Analysis of Financial
Condition and Results of Operations” for discussion of current market conditions.

Competition

The offshore marine service industry is highly competitive in each of the markets in which the Company operates. In
addition to price, service and reputation, the principal competitive factors for fleets include the existence of national flag
preference, operating conditions and intended use (all of which determine the suitability of vessel types), complexity of
maintaining logistical support and the cost of transferring equipment from one market to another.

Although there are many suppliers of offshore marine services, management believes that, other than the Company, only
Tidewater Inc. operates in all geographic markets and has a substantial percentage of the domestic and foreign offshore
marine market in relation to that of the Company and its other competitors. See “Markets” for the number of competitors
in the five principal geographical regions in which the Company operates.

Government Regulation

Domestic Regulation. The Company’s operations are subject to significant federal, state and local regulations, as well
as international conventions. The Company’s domestically registered vessels are subject to the jurisdiction of the United
States Coast Guard (the “Coast Guard”), the National Transportation Safety Board, the U.S. Customs Service and the
U.S. Maritime Administration, as well as to rules of private industry organizations such as the American Bureau of
Shipping. These agencies and organizations establish safety standards and are authorized to investigate vessels and
accidents and to recommend improved maritime safety standards. Moreover, to ensure compliance with applicable safety
regulations, the Coast Guard is authorized to inspect vessels at will.

The Company is also subject to the Shipping Act, 1916, as amended (the “Shipping Act”), and the Merchant Marine Act
of 1920, as amended (the “1920 Act,” and together with the Shipping Act, the “Acts”), which govern, among other things,
the ownership and operation of vessels used to carry cargo between U.S. ports. The Acts require that vessels engaged in
the U.S. coastwise trade be owned by U.S. citizens and built in the United States. For a corporation engaged in the U.S.
coastwise trade to be deemed a citizen of the U.S.: (i) the corporation must be organized under the laws of the United
States or of a state, territory or possession thereof, (ii) each of the president or other chief executive officer and the
chairman of the board of directors of such corporation must be a U.S. citizen, (iii) no more than a minority of the number
of directors of such corporation necessary to constitute a quorum for the transaction of business can be non-U.S. citizens
and (iv) at least 75% of the interest in such corporation must be owned by U.S. “citizens” (as defined in the Acts). Should
the Company fail to comply with the U.S. citizenship requirements of the Acts, it would be prohibited from operating its
vessels in the U.S. coastwise trade during the period of such non-compliance.

To facilitate compliance with the Acts, the Company’s Restated Certificate of Incorporation: (i) limits the aggregate
percentage ownership by non-U.S. citizens of any class of the Company’s capital stock (including the Common Stock) to
22.5% of the outstanding shares of each such class to ensure that such foreign ownership will not exceed the maximum
percentage permitted by applicable maritime law (presently 25.0%) and authorizes the Board of Directors, under certain
circumstances, to increase the foregoing percentage to 24.0%, (ii) requires institution of a dual stock certification system
to help determine such ownership and (iii) permits the Board of Directors to make such determinations as reasonably



may be necessary to ascertain such ownership and implement such limitations. In addition, the Company’s Amended
and Restated By-Laws provide that the number of foreign directors shall not exceed a minority of the number necessary
to constitute a quorum for the transaction of business and restrict any officer who is not a U.S. citizen from acting in the
absence or disability of the Chairman of the Board of Directors and Chief Executive Officer and the President, all of
whom must be U.S. citizens.

Foreign Regulation. The Company, through its subsidiaries, joint ventures and pooling arrangements, operates vessels
registered in the following foreign jurisdictions: St. Vincent and the Grenadines, Vanuatu, the Cayman Islands, France,
Chile, Egypt, the Netherlands, Bahamas, Greece, Panama, Liberia, the Philippines, Argentina, Trinidad, Mexico, the
United Kingdom, and the Marshall Islands. The vessels registered in these jurisdictions are subject to the laws of the
applicable jurisdiction as to ownership, registration, manning and safety of vessels. In addition, the vessels are subject to
the requirements of a number of international conventions to which the jurisdiction of registration of the vessels is a party.
Among the more significant of these conventions are: (i) the 1978 Protocol Relating to the International Convention for
the Prevention of Pollution from Ships, (ii) the International Convention on the Safety of Life at Sea, 1974 and 1978
Protocols, and (iii) the International Convention on Standards of Training, Certification and Watchkeeping for Seafarers,
1978. The Company believes that its vessels registered in these foreign jurisdictions are in compliance with all applicable
material regulations and have all licenses necessary to conduct their business. In addition, vessels operated as standby
safety vessels in the North Sea are subject to the requirements of the Department of Transport of the UK pursuant to the
UK Safety Act.

Environmental Regulation. The Company’s vessels routinely transport diesel fuel to offshore rigs and platforms and
carry diesel fuel for their own use, certain bulk chemical materials used in drilling activities, rig-generated wastes for
delivery to waste disposal contractors onshore, and liquid mud which contains oil and oil by-products. These operations
are subject to a variety of federal and analogous state statutes concerning matters of environmental protection. Statutes
and regulations that govern the discharge of oil and other pollutants onto navigable waters include the Oil Pollution Act of
1990, as amended (“OPA 90”), and the Clean Water Act of 1972, as amended (the “Clean Water Act”). The Clean Water
Act imposes substantial potential liability for the costs of remediating releases of petroleum and other substances in
reportable quantities. State laws analogous to the Clean Water Act also specifically address the accidental release of
petroleum in reportable quantities.

OPA 90, which amended the Clean Water Act, increased the limits on liability for oil discharges at sea, although such
limits do not apply in certain listed circumstances. In addition, some states have enacted legislation providing for
unlimited liability under state law for oil spills occurring within their boundaries. Other environmental statutes and
regulations governing the Company’s offshore marine operations include, among other things, the Resource
Conservation and Recovery Act, as amended (“RCRA”), which regulates the generation, transportation, storage and
disposal of on-shore hazardous and non-hazardous wastes; the Comprehensive Environmental Response,
Compensation and Liability Act of 1980, as amended (“CERCLA”), which imposes strict and joint and several liability for
the costs of remediating historical environmental contamination; and the Outer Continental Shelf Lands Act, as amended
(“OCSLA”), which regulates oil and gas exploration and production activities on the Outer Continental Shelf.

OCSLA provides the federal government with broad discretion in regulating the leasing of offshore resources for the
production of oil and gas. Because the Company’s offshore marine operations rely on offshore oil and gas exploration
and production, the government’s exercise of OCSLA authority to restrict the availability of offshore oil and gas leases
could have a material adverse effect on the Company’s financial condition and results of operations.

In addition to these federal and state laws, local laws and regulations and certain international treaties to which the U.S.
is a signatory, such as MARPOL 73/78, subject the Company to various requirements governing waste disposal and
water and air pollution.

“Other” Business Segment
Environmental Services

The Company’s environmental service business provides contractual oil spill response and other professional services to
those who store, transport, produce or handle petroleum and certain non-petroleum oils, as required by OPA 90 and
various state regulations. The Company’s environmental services are provided primarily through its wholly-owned
subsidiaries, National Response Corporation (“NRC”), International Response Corporation (IRC”) and The O’Brien’s
Group, Inc. These services include training, consulting and supervision for emergency preparedness, response and crisis
management associated with oil or hazardous material spills, fires and natural disasters and maintaining specialized
equipment for immediate deployment in response to spills and other events.

The market for contractual oil spill response and other related training and consulting services grew substantially since
1990, when the United States Congress passed OPA 90 after the Exxon Valdez oil spill in Alaska. OPA 90 requires that



all tank vessels operating within the Exclusive Economic Zone of the United States and all facilities and pipelines
handling oil that could have a spill affecting the navigable waters of the United States develop a plan to respond to a
“worst case” oil spill and ensure by contract or other approved means the ability to respond to such a spill. Over a decade
since OPA 90’s enactment, the market for these services has stabilized and has become very competitive for the
numerous companies that now provide related services.

NRC owns and maintains specialized equipment that is positioned in designated areas to comply with regulations
promulgated by the Coast Guard and has personnel trained to respond to oil spills as required by customers and
regulations. NRC also owns 16 vessels and charters-in 2 vessels, which are ouffitted with specialized equipment to
respond to marine oil spills. When an oil spill occurs, the Company mobilizes the appropriate oil spill response
equipment, using either its own personnel or personnel under contract, to provide emergency response services for both
land and marine oil spills. The Company has a network of independent oil spill response contractors that may assist it
with the provisioning of equipment and personnel.

The Company has developed customized training programs for industrial companies that educate personnel on the risks
associated with the prevention of, and response to, oil spills, handling of hazardous materials, fire fighting and other
crisis-related events. The Company also plans for and participates in customer oil spill response drills and other response
exercises and drafts vessel response plans. The Company’s drill services and training programs are offered both on a
stand-alone basis and as part of its base retainer services.

The Company offers its retainer services and oil spill response services primarily to the domestic and international
maritime community and to owners of facilities such as refineries, pipelines, exploration and production platforms and
tank terminals. In addition to its retainer customers, the Company also provides oil spill response services on one-time
basis, including, under certain circumstances, the Coast Guard. Retainer services include employing a staff to supervise
response to an oil spill emergency and maintaining specialized equipment, including marine equipment, in a ready state
for emergency and spill response as contemplated by response plans filed by the Company’s customers in accordance
with OPA 90 and various state regulations.

The Company operates its environmental service business internationally, primarily through IRC. Client services of IRC
include oil spill response, training, exercise support and special projects in assessing risk of spills, response
preparedness, strategies and resource requirements. International response services are currently provided in Southeast
Asia, the Caribbean, the Middle East, West Africa and Latin America. Joint ventures have been formed with local
partners in Thailand and Brazil to provide spill response and other services to multinational oil companies, governments
and industries. Oil spill response and related consulting service revenues derived from foreign operations have not been
material.

NRC is classified by the Coast Guard as an Oil Spill Removal Organization (“OSRO”). The OSRO classification process
is strictly voluntary and plan holders who utilize classified OSROs are exempt from the requirement to list their response
resources in their plans. The classification process represents standard guidelines by which the Coast Guard and plan
holders can evaluate an OSRO’s potential to respond to and recover oil spills of various types and sizes in different
operating environments and geographic locations. NRC holds OSRO classification under the current Coast Guard
guidelines for every port in the continental United States, Hawaii and the Caribbean.

When responding to third party oil spills, the Company’s environmental service business enjoys immunity from imposition
of liability under federal law and some state laws for any damages arising from its response efforts, except for deaths,
personal injuries or if the Company’s environmental service business is found to be grossly negligent or to have engaged
in willful misconduct. The Company’s environmental service business maintains insurance coverage against such claims
arising from its response operations. It considers the limits of liability adequate, although there can be no assurance that
such coverage will be sufficient to cover future claims that may arise.

Inland River Services

The Company’s inland river business was established in the third quarter of 2000 upon its acquisition of newly
constructed inland river hopper barges (“barges”) and was further expanded in December 2000 upon acquiring SCF
Corporation (“SCF”), a company that owned and operated barges. SCF has been engaged in the business of operating
and managing barges since 1983.

The Company’s barges service the agriculture and industrial sectors within the United States that are strategically aligned
along the Mississippi River and its tributaries. The principal cargoes carried by the Company’s barges are grain and other
bulk commodities. The Company’s barges are each capable of transporting approximately 1,500 tons of cargo. The
Company has decided to outsource barge movements to owners and/or operators of towboats, the source of power to
move barges from one location to another along the river system. The combination of a towboat and barges is commonly



referred to as a “tow.” The number of barges comprising a tow depends on a variety of factors, including but not limited to
the horsepower of the towboat, river conditions, the direction of travel and the load and empty mix of the tow.

The barge business has been consolidating for many years. Management believes that there are five major domestic
companies that operate over 1,000 barges each. There are also three mid-sized barge companies that operate more
than 500 but less than 1,000 barges. Approximately 77% of the barge capacity in the United States is held by the eight
largest operators.

Since the inception of its inland river business, the Company has constructed 259 barges, and at December 31, 2002,
the Company has contracts to acquire an additional 61 newly constructed barges in 2003. The following table sets forth
the number of barges owned and operated by the Company as of December 31 for each of the years indicated.

Barges 2000 2001 2002
Owned......ccocvviiiiiiiiee 66 101 295
Joint Ventured ... 1 11 11
Managed ..........ccooveeniinnns 185 226 229

262 338 535

Offshore Aviation Services

The Company has commenced offshore aviation operations through the acquisition of Houston-based Tex-Air.
Through two separate cash transactions in January and July of 2002, the Company acquired 20 percent of the
outstanding stock of Tex-Air for aggregate consideration of $0.2 million. The remaining 80 percent of Tex-Air's
common stock was acquired on December 31, 2002 in a stock-for-stock transaction whereby the Company issued
68,292 shares of Common Stock, which then had an average market price of $43.84. As security for the selling
stockholder’s obligations under the purchase agreement, 6,097 shares issued pursuant to the transaction were
deposited into escrow for a period of eighteen months. The selling stockholder of Tex-Air has the opportunity to
receive additional consideration of up to $0.9 million based upon certain performance standards over a twenty-four
month period following the date of acquisition.

Tex-Air was founded in March 1988 and provides helicopter transportation services primarily to oil and gas companies
operating in the U.S. Gulf of Mexico. In addition, its aircraft are utilized in servicing the healthcare industry and are
also used for seismic work, aerial photography and VIP transportation. Tex-Air also operates a Federal Aviation
Administration (“FAA”) approved maintenance repair station and an American Eurocopter Corporation factory-
approved service center in Houston, Texas through which Tex-Air provides helicopter repair and refurbishment
services to customers.

The following table sets forth the type and number of aircraft operated by the Company as of December 31, 2002:

Passenger
Manufacturer Model Number Engine Capacity
Eurocopter AS355 N 1 Twin 5
Eurocopter AS355 F2 2 Twin 5-6
Eurocopter AS355 F1 1 Twin 5
Eurocopter AS350 B2 7 Single 5-6
Eurocopter AS350 B1 1 Single 5
Eurocopter AS350 BA 4 Single 5
Eurocopter AS350 B 2 Single 5
Eurocopter EC 120 B 10 Single 4
Bell 206 B Series 8 Single 4
36

Tex-Air charters its helicopters to customers primarily through master service agreements, term contracts and day-to-
day charter arrangements. Master service agreements require incremental payments based on usage, have fixed
terms ranging from one month to five years and generally are cancelable upon notice by either party in 30 days. Term
contracts and day-to-day charter arrangements are generally non-cancelable without just cause and call for a
combination of a monthly or daily fixed rental fee plus a charge based on usage. At December 31, 2002, Tex-Air had
22 helicopters operating under master service agreements or term contracts. The majority of Tex-Air's fleet operates
in the U.S. Gulf of Mexico servicing offshore production facilities, which tend to provide a more stable revenue stream
than servicing the exploration or construction phases of the oil and gas industry. The principal customers for Tex-Air's
helicopter activities are major oil companies and offshore communication and production management companies.

The helicopter transportation business is highly competitive in the U.S. Gulf of Mexico. There are three major and
several smaller competitors operating in this market. In addition, there are several oil and gas operators in the U.S.
Gulf of Mexico that operate their own helicopter fleets. Tex-Air is the fourth largest independent helicopter company
operating in the U.S. Gulf of Mexico. Contracts for helicopter services are usually obtained through competitive bids,
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the results of which are typically impacted by an operator’s safety record, demonstrated reliability, price, type and
availability of equipment and quality of service.

Tex-Air is subject to regulations pursuant to the Federal Aviation Act of 1958, as amended, and other statutes as it
carries persons and properties in its helicopters pursuant to a FAR Part 135 Air Taxi Certificate granted by the FAA.
The FAA regulates flight operations, and in this respect, has jurisdiction over Tex-Air personnel, aircraft, ground
facilities and certain technical aspects of its operations. In addition to the FAA, the National Transportations Safety
Board is authorized to investigate aircraft accidents and to recommend improved safety standards and, because of
the use of radio facilities in its operations, Tex-Air is also subject to the Communications Act of 1934.

In general, helicopter operations are potentially hazardous and may result in incidents or accidents, the risks of which
are inherent in the offshore transportation industry. These hazards may result in injury to personnel, loss of
equipment and operating revenues. Tex-Air conducts training and safety programs to minimize these hazards. Tex-
Air maintains insurance coverage for legal liabilities to other parties, as well as for damage to its aircraft. There can
be no assurance that Tex-Air’s liability coverage will be adequate to cover all potential claims that may arise. There is
also no assurance that Tex-Air will be able to maintain its existing coverage or that operating revenues will not be
negatively impacted by these hazards in the future.

Tex-Air is subject to federal, state and local laws and regulations relating to the protection of the environment. The
nature of the business of operating and maintaining helicopters requires that Tex-Air use, store and dispose of
materials that are subject to these laws and regulations. The environmental protection requirements have become
more stringent in recent years; however, management believes these laws and regulations will not have a material
adverse effect on the Company’s business or financial condition.

Investment in Chiles

Chiles was formed in 1997 for the purpose of constructing, owning and operating ultra-premium jackup drilling rigs. The
Company consolidated the reporting of financial information of Chiles from its inception in 1997 until its initial public
offering of common stock in September 2000 (the “Chiles IPO”). As a consequence of the Chiles IPO, the Company’s
ownership interest in Chiles was reduced from 55.4% to 27.3%. Because its ownership interest declined below 50%, the
Company ceased its consolidation of Chiles with that of its own and began accounting for its ownership interest in Chiles
using the equity method.

The Chiles Merger, on August 7, 2002, resulted in the Company receiving $5.25 and 0.6575 shares of ENSCO
common stock for each share of Chiles’ common stock it owned at the time of the merger. The Company received
$25.4 million and 3,176,646 shares of ENSCO’s common stock, valued at $73.4 million on date of merger, and
recognized an after-tax gain of $12.9 million, or $0.61 per diluted share. Following the Chiles Merger, the Company
began accounting for the shares it owns of ENSCO as available-for-sale securities and now records changes in their
market value each period as adjustments to other comprehensive income.

Other Activities

In 1998, the Company acquired an interest in the predecessor of Globe Wireless, L.L.C. (“Globe Wireless”) and now
owns, through its ownership of senior convertible preferred units, approximately 38% of the voting units issued by Globe
Wireless. Globe Wireless operates a worldwide network of high frequency radio stations. The network of stations is a
wireless data network initially targeted at the maritime industry that supports Internet messaging, telex and facsimile
communications. Globe Wireless also provides Satellite messaging services to the maritime industry.

Also in 1998, the Company entered into a joint venture with an established private ship-owning and
ship-management company in which it owns a 50% interest. The joint venture currently owns and operates a 52,000
dwt handy-max bulk carrier that was built in 2001.

In addition, the Company, from time to time, makes investments in other related businesses.

Environmental Compliance

The Company’s operations are subject to federal, state, and local laws and regulations controlling the discharge of
materials into the environment or otherwise relating to the protection of the environment. The Company makes
necessary expenditures and seeks, in all material respects, to comply with these laws to avoid environmental
damage. Compliance with existing environmental laws has not had a material adverse effect on the Company’s
operations. However, future changes in environmental regulations with respect to the oil and gas industry could
adversely affect the Company.

Employees

As of December 31, 2002, the Company directly or indirectly employed approximately 3,400 individuals. Of those directly
employed, approximately 1,490 work aboard offshore marine service segment vessels, 95 support offshore aviation flight
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operations, and 515 serve in administrative, shore support and managerial capacities, including 367 in the offshore
marine business segment, 110 in the environmental business segment, 8 in the inland river business segment, 10 in the
offshore aviation business segment and 20 corporate employees.

All indirect employees support vessel operations. In Nigeria, a joint venture company assists with vessel management
and, at December 31, 2002, employed approximately 260 shipboard and 60 administrative, shore support and
managerial personnel. Also at December 31, 2002, the Company’s North Sea operations were provided 980 seamen
through various manning agencies.

ITEM 2. PROPERTIES

SEACOR’s executive offices are located in Houston, Texas and New York, New York. Headquarters for the Company’s
offshore marine and offshore aviation business segments are located in Houston, Texas and headquarters for the
Company’s inland river and environmental business segments are located in St. Louis, Missouri and New York, New
York, respectively.

The Company maintains additional facilities in support of all of its lines of business. Domestically, the offshore marine
service segment’s largest base of operation is located in Morgan City, Louisiana and adjacent communities that include
administrative offices, warehouse facilities and a waterfront site for vessel dockage. Other domestic offshore marine
service segment facilities are located primarily in Louisiana cities that serve as ports-of-call for many customers and
represent strategically dispersed operating bases along the U.S. Gulf of Mexico. In its foreign operations, the offshore
marine service segment maintains offices in the United Kingdom, Singapore, France and the Netherlands in support of its
widely dispersed foreign fleet. The environmental service segment maintains offices in 14 cities, primarily located in the
U.S. The inland river and offshore aviation business segments have facilities along the U.S. Gulf of Mexico coast. The
Company believes that its facilities, including waterfront locations used for vessel dockage and the undertaking of certain
vessel repair work, provide an adequate base of operations for the foreseeable future.

ITEM3. LEGAL PROCEEDINGS

The Company is involved in various legal and other proceedings, which are incidental to the conduct of its business. The
Company believes that none of these proceedings, if adversely determined, would have a material adverse effect on its
financial condition or results of operations.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security holders during the fourth quarter of 2002.

ITEM 4A. EXECUTIVE OFFICERS OF THE REGISTRANT

Officers of the Company serve at the pleasure of the Board of Directors. The name, age and offices held by each of the
executive officers of the Company at December 31, 2002 were as follows:

Name Age Position

Charles Fabrikant 58 Chairman of the Board of Directors,
President and Chief Executive Officer

Randall Blank 52 Executive Vice President, Chief Financial
Officer and Secretary

Milton Rose 58 Vice President

Rodney Lenthall 57 Vice President

Lenny Dantin 50 Vice President and Chief Accounting Officer

Dick Fagerstal 42 Senior Vice President, Corporate Development and Treasurer

Alice Gran 53 Vice President and General Counsel

Andrew Strachan 55 Vice President

Charles Fabrikant has been Chairman of the Board and Chief Executive Officer of SEACOR and has served as a director
of certain of SEACOR’s subsidiaries since December 1989. He has been President of SEACOR since October 1992. For
more than five years preceding its acquisition by SEACOR in December 2000, Mr. Fabrikant served as Chairman of the
Board and Chief Executive Officer of SCF. For more than the past five years, Mr. Fabrikant has been the President of
Fabrikant International Corporation (“FIC”), a privately owned corporation engaged in marine operations and investments
that may be deemed an affiliate of the Company. Mr. Fabrikant is a director of Globe Wireless, and prior to the Chiles
Merger, Mr. Fabrikant served as Chairman of the Board of Chiles. Mr. Fabrikant is a licensed attorney admitted to
practice in the State of New York and in the District of Columbia.
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Randall Blank has been Executive Vice President and Chief Financial Officer of SEACOR since December 1989 and has
been the Secretary since October 1992. From December 1989 to October 1992, Mr. Blank was Treasurer of SEACOR.
In addition, Mr. Blank has been a director of certain of SEACOR’s subsidiaries since January 1990 and, since October
1997, has been the Chief Executive Officer of the Company’s environmental service segment. Mr. Blank is a director of
Globe Wireless, and prior to the Chiles Merger, Mr. Blank served as a director of Chiles.

Milton Rose has been a Vice President of SEACOR and President and Chief Operating Officer of its Americas Division
since January 1993. Mr. Rose also serves as a director of various SEACOR joint ventures. From 1985 to January 1993,
Mr. Rose was Vice President-Marine Division for Bay Houston Towing Company, a provider of ship docking and contract
towing services.

Rodney Lenthall has been a Vice President of SEACOR and President of its International Division since November 2000.
In addition, Mr. Lenthall has been a director of certain SEACOR subsidiaries since May 1998 and of Globe Wireless
since 1999. Mr. Lenthall was CEO of OIL Ltd. from 1990 to 1998, and a director of the parent company, Ocean Group
PLC, a major UK transport company, from 1993 until April 1998. Mr. Lenthall served as a consultant to the Company
from May 1998 until November 2000. He is also a supervisory board director of Viktor Lenac Shipyard, Croatia and
Chairman of The Shipowners P&l Club (Luxembourg).

Lenny Dantin has been Vice President and Chief Accounting Officer of SEACOR since March 1991. From October 1992
to May 2000, Mr. Dantin was Treasurer of SEACOR. In addition, Mr. Dantin has been an officer and director of certain of
SEACOR’s subsidiaries since January 1990. Since 1994, Mr. Dantin has been a director of the two companies
comprising the TMM Joint Venture.

Dick Fagerstal has served as Senior Vice President, Corporate Development since February 2003 and has served as
Treasurer since May 2000. From August 1997 to February 2003, Mr. Fagerstal served as Vice President of Finance.
Mr. Fagerstal has also served as a director of certain of SEACOR’s subsidiaries since August 1997. Prior to the
Chiles Merger, Mr. Fagerstal served as a director, Senior Vice President and Chief Financial Officer of Chiles. From
February 1986 to August 1997, Mr. Fagerstal served as a bank officer for the New York office of Den norske Bank
ASA.

Alice Gran has been Vice President and General Counsel of SEACOR since July 1998. From 1978 until joining
SEACOR, Ms. Gran was a partner in the Washington, D.C. law firm of Fort & Schlefer, L.L.P. Ms. Gran is a licensed
attorney admitted to practice in the District of Columbia.

Andrew Strachan has been a Vice President of SEACOR since April 1997 and a director and officer of certain SEACOR
subsidiaries since December 1996. From prior to 1996 and until joining SEACOR, Mr. Strachan held various positions
with SMIT that included Group Director for SMIT’s offshore shipping business.

PART I

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY AND RELATED
STOCKHOLDER MATTERS
Market for the Company’s Common Stock

SEACOR’s Common Stock trades on the New York Stock Exchange (the “NYSE”) under the trading symbol “CKH.” Set
forth in the table below for the periods presented are the high and low sale prices for SEACOR’s Common Stock.

HIGH LOW

Fiscal Year Ending December 31, 2001:

First QUAMET ...ttt 44.5000

Second Quarter 43.0000

Third Quarter......... 34.5100

FOUrth QUAMET ... . 34.2500
Fiscal Year Ending December 31, 2002:

[T 4O 10 =T o (=Y P 50.1900 40.1000

Second Quarter 51.7000 44.3000

Third Quarter......... 47.9800 37.0500

FOUrth QUAIMET .......oovieiice e 44.5000 37.7500
Fiscal Year Ending December 31, 2003:

First Quarter (through March 21, 2003).........cccoeeiriiineiceeee s 44.8400 34.2700

As of March 21, 2003, there were 353 holders of record of Common Stock.
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SEACOR has not paid any cash dividends in respect of its Common Stock since its inception in December 1989 and has
no present intention to pay any dividends in the foreseeable future. Instead, SEACOR intends to retain earnings for
working capital and to finance the expansion of its business. Any payment of future dividends will be at the discretion of
SEACOR'’s Board of Directors and will depend upon, among other factors, the Company’s earnings, financial condition,
capital requirements, level of indebtedness and contractual restrictions, including the provisions of the Company’s
revolving credit facility.

The payment of future cash dividends, if any, would be made only from assets legally available therefor, and would also
depend on the Company’s financial condition, results of operations, current and anticipated capital requirements, plans
for expansion, restrictions under then existing indebtedness and other factors deemed relevant by the Company’s Board
of Directors in its sole discretion.

ITEM 6. SELECTED FINANCIAL DATA
SELECTED HISTORICAL FINANCIAL INFORMATION

The following table sets forth, for the periods and at the dates indicated, selected historical and consolidated financial
data for the Company, in thousands of dollars, except per share data. Such financial data should be read in conjunction
with “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations” and “Item 8.
Consolidated Financial Statements” included in Parts Il and IV, respectively, of this Annual Report on Form 10-K.

Year Ended December 31,
1998 1999 2000 2001 2002

Income Statement Data:
Operating REVENUES ..........ccooiiiiiiiiiie e $ 385,791 $ 289,425 $ 339,941 $ 434,790 $ 403,158
Costs and Expenses:

Operating expenses 187,722 166,786 201,452 234,551 249,892
Administrative and general . 36,102 34,744 39,548 49,980 53,265
Depreciation and amortization .. 36,449 41,282 51,189 58,324 56,244
Operating Income 125,518 46,613 47,752 91,935 43,757
Net interest income (expense) ... 2,548 (1,835) (10,027) (8,452) (8,231)
Income from equipment sales or retirements, net....... 38,338 1,677 7,628 9,030 8,635
Other income (expense)” ..........ccceevvevririerereeeereennes 6,492 (2,939) 16,305 11,208 24,319
Income before income taxes, minority interest,
equity in net earnings of 50% or less owned
companies and extraordinary item................ccce. 172,896 43,516 61,658 103,721 68,480
INnCOMeE tax EXPENSE .....ccvviiiiiiiriiceee e 60,293 15,249 20,580 36,058 23,852
Income before minority interest, equity in
net earnings of 50% or less owned
companies and extraordinary item...............c.c...... 112,603 28,267 41,078 67,663 44,628
Minority interest in (income) loss of subsidiaries........ (1,612) 1,148 (3,393) (372) (226)
Equity in net earnings (losses) of 50% or
less owned companies 13,627 330 (3,565) 4,306 3,705
Income before extraordinary item.. 124,618 29,745 34,120 71,597 48,107
Extraordinary item — gain (loss) on extinguishment of
debt, net of tax.... 1,309 1,191 - (896) (1,520)
Net income $ 125,927 $ 30,936 $ 34,120 $ 70,701 $ 46,587
Income before Extraordinary ltem® :
Basic earnings per common share.................... $ 632 § 166 $ 202 § 3.68 $ 2.41
Diluted earnings per common share 5.45 1.64 1.92 3.47 2.35
Statement of Cash Flows Data:
Cash provided by operating activities .................... $ 122,141 $ 47872 $ 65,251 $ 111,420 $ 66,795
Cash provided by (used in) investing activities ...... (149,202) 39,779 (31,012) (76,638) 6,167
Cash provided by (used in) financing activities...... 27,308 (82,686) 14,222 (77,455) 87,205
Balance Sheet Data (at period end):
Cash and cash equivalents, marketable securities
and construction reserve funds...........c.ccccoeuene $ 439,204 $ 273,499 § 347,159 § 258,055 $ 525,931
Total assets . 1,257,975 1,196,991 1,132,730 1,298,138 1,487,107
Long-term debt 472,799 465,661 377,955 256,675 402,118
Stockholders’ equity ..........ccccoeeiiinciiiiiciee, 542,782 508,130 552,552 743,698 804,951

(1) In 2000, 2001 and 2002, other income included gains and losses from the sale of marketable securities, derivative transactions, the
sale of investments in 50% or less owned companies and net foreign currency gains (losses). In 2000, other income additionally
included a gain upon the sale of shares of Chiles. In 2002, other income additionally included gains resulting from the Chiles Merger.

(2) Computations of basic and diluted income before extraordinary item per common share give effect for SEACOR'’s June 15, 2000 three-
for-two stock split.
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ITEM7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Overview

Through its subsidiaries and joint venture arrangements, the Company’s principal business segment is primarily
dedicated to operating a diversified fleet of offshore support vessels that service oil and gas exploration and production
facilities mainly in the U.S. Gulf of Mexico, the North Sea, Latin America, West Africa and Asia. The Company’s vessels
deliver cargo and personnel to offshore installations, handle anchors for drilling rigs and other marine equipment, support
offshore construction and maintenance work and provide standby safety support and oil spill response services. From
time to time, vessels service special projects, such as well stimulation, seismic data gathering and freight hauling. In
addition to vessel services, the Company’s offshore marine service business offers logistics services, which include
shorebase, marine transport and other supply chain management services also in support of offshore oil and gas
exploration and production operations.

The Company is also a leading provider of oil spill response services to owners of tank vessels and oil storage,
processing and handling facilities. The Company operates an inland river barge business, and until the Chiles Merger
on August 7, 2002, the Company held a 23.8% equity interest in Chiles, a former owner and operator of ultra-
premium jackup drilling rigs. On December 31, 2002, the Company completed the acquisition of Tex-Air, a company
providing helicopter transportation services primarily to oil and gas companies operating in the U.S. Gulf of Mexico.

Offshore Marine Services

The Company’s offshore marine service segment provides marine transportation, logistics and related services primarily
dedicated to supporting oil and gas exploration and production.

Since its inception, the Company has actively monitored opportunities to buy and sell vessels to maximize the overall
utility and flexibility of its fleet. Fleet growth has occurred principally through the purchase of vessels from competitors
and equity holdings in joint ventures that own vessels and through construction of new equipment. Since 1997 and in
support of fleet expansion, the Company has regularly deposited proceeds from the sale of many of its vessels into
construction reserve fund accounts for the express purposes of acquiring newly constructed U.S.-flag vessels and
qualifying for the Company’s temporary deferral of taxable gains realized from the sale of those vessels. See “Liquidity
and Capital Resources — Cash and Marketable Securities” for additional discussion of construction reserve funds.

The offshore marine service segment’s operating revenues are primarily affected by the number of vessels owned and
bareboat and time chartered-in, as well as rates per day worked and utilization of the Company’s fleet. Overall utilization
for any vessel with respect to any period is the ratio of aggregate number of days worked by such vessel to total calendar
days available during such period. The rate per day worked for any vessel with respect to any period is the ratio of total
time charter revenue of such vessel to the aggregate number of days worked by such vessel for such period.

Rates per day worked and utilization of the Company’s fleet are a function of demand for and availability of marine
vessels, which are closely aligned with the level of exploration and development of offshore areas. The level of
exploration and development of offshore areas is affected by both short-term and long-term trends in oil and gas
prices, which in turn are related to the demand for petroleum products and the current availability of oil and gas
resources.

Over the three year period from 2000 through 2002, demand for offshore rigs peaked in March 2001 at 470 rigs and
declined to approximately 420 rigs at year end 2001, where it has remained through year end 2002. The decline in
offshore rig demand has been greatest in the U.S. Gulf of Mexico. Drilling activity has traditionally been linked to the
cash flow of oil and gas companies, which is directly related to oil and natural gas commodity prices. High oil and
natural gas prices have historically resulted in greater drilling activity, which increases the demand for the Company's
services. The decline in rig demand since 2001 has tracked oil and natural gas commodity prices until recently.
Although oil and natural gas prices have increased during the second half of 2002 and risen further in 2003, this has
yet to produce an increase in drilling activity. While the Company remains hopeful that drilling demand will pick-up in
2003, the year began with less offshore activity than during the same period in 2002 in most of the major markets in
which the Company operates.
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The table below sets forth rates per day worked and utilization data for the Company’s fleet during the periods indicated.

Year Ended December 31,

Fleet 2000 2001 2002

Rates per Day Worked ($):("®
Anchor Handling Towing SUpPIY........ccccveiieiieiienieiieieeiens 11,410 13,548 13,067
2,645 3,313 3,216
Geophysical, Freight and Other.. 5,341 5,406 -
Mini-Supply . 2,041 3,071 2,854
Standby Safety......... 5,328 5,448 5,935
Supply and Towing S 5,251 7,771 7,985
Utility 1,609 1,895 1,755

Overall Utilization (%):"

Anchor Handling Towing SUppIY........ccccvevieiieiieiieiieiieniens 70.7 84.6 78.2
94.3 93.4 80.3
Geophysical, Freight and Other.. 60.4 51.8 -
Mini-Supply. . 92.9 91.7 86.9
Standby Safety......... 79.0 87.3 87.4
Supply and Towing S 741 88.8 88.1
Utility .o . 55.0 56.1 60.6
Overall Fleet 75.7 81.1 78.5

(1) Rates per day worked and overall utilization figures exclude owned vessels that are bareboat chartered-out, vessels owned by
corporations that participate in pooling arrangements with the Company, minority-owned joint venture vessels and managed vessels and
include vessels bareboat and time chartered-in by the Company.

(2) Revenues for certain of the Company’s vessels included in the calculation of rates per day worked, primarily its North Sea fleet, are
earned in foreign currencies, primarily Pounds Sterling, and have been converted to U.S. dollars at the weighted average exchange rate
for the periods indicated.

From time to time, the Company bareboat or time charters-in vessels. A bareboat charter is a vessel lease under which
the lessee (“charterer”) is responsible for all crewing, insurance, and other operating expenses, as well as the payment of
bareboat charter hire to the providing entity. A time charter is a lease under which the entity providing the vessel is
responsible for all crewing, insurance, and other operating expenses and the charterer only pays a time charter hire fee
to the providing entity. Operating revenues for vessels owned and bareboat or time chartered-in are earned at similar
rates. However, operating expenses associated with vessels that are bareboat and time chartered-in include charter hire
expenses that, in turn, are included in vessel expenses, but exclude depreciation expense.

The Company earns operating revenues primarily from the time or bareboat charter-out of vessels, which are owned or
bareboat or time chartered-in. Operating revenues earned from the bareboat charter-out of vessels are generally lower
than for vessels owned and operated or bareboat chartered-in by the Company, because vessel expenses, normally
recovered through charter revenue, are the burden of the charterer. At various times, the Company provides
management services to other vessel owners. Charter revenues and vessel expenses of managed vessels are not
included in operating results, but the Company does recognize a management fee in operating revenues.

The table below sets forth the Company’s fleet structure at the dates indicated.

At December 31,

Fleet Structure 2000 2001 2002
Domestic:
146 146 119
Bareboat Chartered-in ") . 18 23 36
Managed .........cccecvvvennnnns - - -
Joint Ventures and Pools® 2 2 3@
166 171 158
Foreign:
Owned 71 88 81
Bareboat Chartered-in" 3 2 4
Managed................... 5 12 6
Joint Ventures and Pools 60 52 52
139 154 143
305 325 301

(1) The number of vessels chartered-in by the Company has increased since 1999 due primarily to sale-leaseback transactions.

(2) See “Item 1. Business - Joint Ventures.”

(3) There were no domestic and foreign pooled vessels at December 31, 2002. Of those vessels which are joint ventured, 45 participated in
joint ventures in which the Company owned less than a majority interest, 5 participated in joint ventures in which the Company owned the
majority interest and 5 were chartered-in.

Vessel operating expenses are primarily a function of fleet size and utilization levels. The most significant vessel
operating expense items are wages paid to marine personnel, maintenance and repairs and marine insurance. In
addition to variable vessel operating expenses, the offshore marine business segment incurs fixed charges related to the
depreciation of property and equipment and charter-in hire. Depreciation is a significant operating expense and the
amount related to vessels is the most significant component.

16



Drydocking repairs, which are a substantial component of a vessel's maintenance costs, are expensed when incurred.
Under applicable maritime regulations, vessels must be drydocked twice in a five-year period for inspection by regulatory
authorities. The Company follows an asset management strategy pursuant to which it defers required drydocking of
selected vessels and voluntarily removes these vessels from operation during periods of weak market conditions and low
rates per day worked. Should the Company undertake a large number of drydockings in a particular fiscal year or put
through survey a disproportionate number of older and/or larger vessels, which typically have higher drydocking costs,
comparative results may be affected. For the years ended December 31, 2000, 2001 and 2002, drydocking costs totaled
$7.3 million, $10.1 million and $12.9 million, respectively. During those same periods, the Company completed the
drydocking of 80, 99 and 84 marine vessels, respectively.

The number of main propulsion engine overhauls performed in any year particularly affects engine repair expenses,
which are also a significant component of the Company’s vessel maintenance costs. In recent years, the Company has
generally removed older-lower horsepower main propulsion engine vessels from its fleet and has replaced them with
newer-higher horsepower main propulsion engine vessels. This change in fleet mix has particularly occurred with the
Company’s introduction of the new aluminum constructed Fast Support Intervention Vessels, in which main propulsion
engines may total 9,000 horsepower and exceed the horsepower of older crew vessels sold from the fleet by as much as
7,000 horsepower. Should the Company undertake a greater number of scheduled main propulsion engine overhauls
and/or have an increase in emergency engine repairs in a fiscal year, comparative results may be affected. For the years
ended December 31, 2000, 2001 and 2002, main propulsion engine repair expenses totaled
$13.2 million, $15.2 million and $16.8 million, respectively.

The Company believes that recent terrorist attacks, the continuing threat of terrorist activity and economic and political
uncertainties have resulted in significant increases in the Company’s cost to insure liabilities to other parties and damage
to its vessels and other property. The combined effect of rising insurance premiums and the assumption by the Company
of higher deductible limits is presently expected to increase operating expenses in 2003 by an amount between $3.3
million and $5.5 million. There is no assurance that in the future the Company will be able to maintain its existing
coverage or that it will not experience further substantial increases in premiums.

At December 31, 2002, the Company had 36 vessels bareboat chartered-in pursuant to sale-leaseback transactions that
have been accounted for as operating leases for financial reporting purposes. Income realized from the sale component
of these transactions has been deferred to the extent of the present value of minimum lease payments and is being
amortized to income as reductions in rental expense over the applicable lease terms. Charter-in expense, net of deferred
income amortization, resulting from sale-leaseback transactions totaled $3.3 million in 2000, $11.0 million in 2001 and
$14.5 million in 2002. Proceeds from vessels sold pursuant to sale-leaseback transactions have been deposited into joint
depository construction reserve fund accounts with the Maritime Administration for purposes of acquiring newly
constructed vessels and qualifying for temporary deferral of taxable gains realized from the sale of those vessels. See
“Liquidity and Capital Resources — Cash and Marketable Securities” for additional discussion of construction reserve
funds.

In early 2002, the Company removed 15 utility vessels from service, considering them held for sale assets pursuant to
standards that govern accounting for long-lived asset disposal. These vessels range in length from 96 feet to 120 feet,
approximate 20-22 years of age, and had an aggregate carrying value of $1.4 million. As of early 2003, 13 of these
vessels remain unsold, and due to the passage of time, no longer meet accounting standards that permit their
classification as held for sale assets. Although the Company will continue to market these vessels for sale, depreciation
will resume on their carrying amount, adjusted for any depreciation expense that would have been recognized had the
vessels been continuously classified as held and used over the past year. These retired vessels have been excluded
from utilization statistics and fleet counts.

A portion of the Company’s revenues and expenses, primarily related to its North Sea operations, are received or paid in
foreign currencies. For financial statement reporting purposes, these amounts are translated into U.S. dollars at the
weighted average exchange rates during the relevant period.

“Other” Business Segment

Environmental Services

The Company’s environmental service segment provides contractual oil spill response and other related training and
consulting services. The Company’s clients include tank vessel owner/operators, refiners and terminal operators,
exploration and production facility operators and pipeline operators. The Company charges a retainer fee to its customers
for ensuring by contract the availability (at predetermined rates) of its response services and equipment.
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Pursuant to retainer agreements entered into with the Company, certain vessel owners pay in advance to the Company
an annual retainer fee based upon the number and size of vessels in each such owner’s fleet and in some circumstances
pay the Company additional fees based upon the level of each vessel owner’s voyage activity in the U.S. The Company
recognizes the greater of revenue earned by voyage activity or the portion of the retainer earned in each accounting
period. Certain vessel and facility owners pay a fixed fee or a fee based on volume of petroleum product transported for
the Company’s retainer services and such fee is recognized ratably throughout the year. The Company’s retainer
agreements with vessel owners generally range from one to three years while retainer arrangements with facility owners
are as long as ten years.

Spill response revenues and related operating profits are dependent on the magnitude of any one spill response and the
number of spill responses within a given fiscal period. Consequently, spill response revenues and operating profits can
vary greatly between comparable periods and the revenues from any one period is not indicative of a trend or of
anticipated results in future periods. Costs of oil spill response activities relate primarily to payments to sub-contractors
for labor, equipment and materials and direct charges to the Company for equipment and materials.

The Company charges consulting fees to customers for customized training programs, its planning of and participation in
customer oil spill response drill programs and response exercises and other special projects.

The principal components of the Company’s operating costs are salaries and related benefits for operating personnel,
payments to sub-contractors, equipment maintenance and depreciation. These expenses are primarily a function of
regulatory requirements and the level of retainer business.

Inland River Services

The Company’s inland river business earns operating revenues primarily from voyage affreightments under which
customers are charged for a committed space to transport cargo for a specific time from a point of origin to a destination
at an established rate per ton. The Company also earns operating revenues while cargo is stored aboard barges and
when barges are chartered-out to third parties. Barge operating expenses are typically differentiated between those
directly related to voyages and all other barge operating costs. Voyage expenses primarily include towing, switching,
fleeting and cleaning costs; whereas, non-voyage related operating expenses include such costs as repairs, insurance
and depreciation.

A majority of the barges owned by the Company and certain of those managed for third parties participate in two
pooling arrangements. Pursuant to these pooling arrangements, operating revenues and voyage expenses are
pooled and the net results are allocated to respective participating barge owners based upon the number of days any
one participating owner’s barges bear to the total number of days of all barges participating in the pool.

Offshore Aviation Services

Tex-Air derives the majority of its operating revenues from service contracts with major integrated and independent oil
and gas companies, primarily in the production phase of the oil and gas cycle. The number and type of helicopters in
Tex-Air's fleet, the utilization of that fleet and the rates of hire Tex-Air is able to obtain in the market primarily
influence operating revenues. Rates and utilization are a function of demand for and availability of helicopters, which
are closely aligned with the level of exploration, development and production in the U.S. Gulf of Mexico. The level of
exploration, development and production is affected by both short-term and long-term trends in oil and gas prices
that, in turn, are related to the demand for petroleum products and the current availability of oil and gas resources. At
December 31, 2002, Tex-Air’s fleet consisted of 36 helicopters, of which 22 helicopters were committed for hire under
customer contracts.

Operating expenses are primarily a function of fleet size and utilization levels. The majority of Tex-Air's operating
expenses consist of wages and related benefits, insurance, repairs and maintenance and equipment leases.

Investment in Chiles

The Company consolidated the reporting of financial information of drill rig operator Chiles, as a consequence of its
majority ownership of Chiles, from Chiles’ inception in 1997 until the Chiles IPO. On September 22, 2000, Chiles
completed the Chiles IPO. Upon the Chiles IPO, the Company’s ownership interest in Chiles was reduced from
55.4% to 27.3%, at which point the Company ceased consolidating Chiles’s financial condition, results of operations
and cash flows and began accounting for its interest in Chiles using the equity method. Following the Chiles Merger in
August 2002, the Company began accounting for the shares of ENSCO it acquired in the Chiles Merger as available-
for-sale securities and now records changes in their market value each period as adjustments to other
comprehensive income.

Chiles derived its operating revenues primarily from drilling wells for oil and gas operators. Its rig operating expense
consisted primarily of crew costs, insurance, inspections, repair and maintenance and other related costs. General
and administrative expenses consisted primarily of corporate and safety management, administration, marketing,
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financial and legal expenses.

Other Activities

Other activities primarily relate to the Company’s ownership interest in Globe Wireless, a handy-max bulk carrier
joint venture, and Strategic Software Limited, whose principal activity is to develop and sell software to the ship
brokerage and shipping industry. The Company, from time to time, may make investments in other related
businesses.

Critical Accounting Policies

General. Management’'s Discussion and Analysis of Financial Condition and Results of Operations discusses the
consolidated financial statements of the Company, which have been prepared in accordance with accounting
principles generally accepted in the U.S. In many cases, the accounting treatment of a particular transaction is
specifically dictated by generally accepted accounting principles; whereas, in other circumstances, the Company is
required to make estimates, judgements and assumptions that we believe are reasonable based upon information
available. The Company bases its estimates and judgements on historical experience and various other factors that it
believes to be reasonable under the circumstances, the results of which form the basis for making judgements about
the carrying values of assets and liabilities that are not readily apparent from other sources. Actual results may differ
from these estimates under different assumptions and conditions. The Company believes that of its significant
accounting policies, as discussed in its footnotes to the consolidated financial statements, the following may involve a
higher degree of judgement and complexity.

Revenue Recognition. Operating revenues are earned primarily from the offshore marine service segment’s time
and bareboat charter-out of vessels. Operating revenues are recognized when persuasive evidence of an
arrangement exists, the service has been delivered, fees are fixed and determinable, collectibility is probable and
when other significant obligations have been fulfilled.

Reserves for Doubtful Accounts Receivable. The Company extends short-term credit to its customers who are
primarily major and large independent oil and gas exploration companies. Although credit risks are considered
minimal, the Company regularly reviews amounts owing to the Company from customers and adjusts its reserve for
probable doubtful accounts receivable.

Purchase Accounting and Goodwill. Purchase accounting requires extensive use of estimates and judgement to
allocate the cost of an acquired enterprise to the assets acquired and liabilities assumed. The cost of each acquired
operation is allocated to the assets acquired and liabilites assumed based on their estimated fair values. These
estimates are revised during an allocation period as necessary when, and if, information becomes available to further
define and quantify the value of the assets acquired and liabilities assumed. The allocation period does not exceed one
year from the date of the acquisition. To the extent additional information to refine the original allocation becomes
available during the allocation period, the allocation of the purchase price is adjusted. Should information become
available after the allocation period, those items are included in operating results. The cost of an enterprise acquired in a
business combination includes the direct cost of the acquisition. The operating results of entities acquired are included in
the Company’s consolidated statements of income from the completion date of the applicable transaction.

In recording various business combinations, the Company has assigned the excess of the cost of its acquired
enterprises over the sum of the amounts assigned to the identifiable assets acquired less liabilities assumed to
goodwill, the balance of which totaled $28.3 million at December 31, 2002. In 2001 and prior years, the Company
amortized goodwill to expense over the expected benefit period, ranging from 10 to 22 years. Effective January 1,
2002, the Company adopted Financial Accounting Standards No. 142 (“SFAS 142”), “Goodwill and Other Intangible
Assets.” Among other changes to prior practices, the new standard requires that goodwill be tested for impairment
annually or when events or circumstances occur between annual tests indicating that goodwill for a reporting unit
might be impaired based on a fair value concept. The Company ceased amortization of its remaining goodwill
balance effective January 1, 2002.

The Company’s goodwill has primarily resulted from the acquisition of environmental and offshore marine businesses.
The Company has performed its annual impairment test of goodwill based upon carrying values as of December 31,
2002 and has determined there was no goodwill impairment. The implied fair values of the applicable reporting units
were determined by employing comparable company and present value techniques to estimate the fair value of
related groups’ net assets. Estimates used in discounted cash flow projections were consistent with the most recent
budgets and plans used by management and incorporated consideration of industry trends. There were many
assumptions and estimates employed in determining the implied fair value of each reporting unit, including among
other, the projection of vessels’ rates per day worked, vessels’ utilization, plans for vessel acquisitions and
dispositions and operating expenses. The Company believes its estimates and assumptions are reasonable;
however, variations from those estimates could produce materially different results. After-tax goodwill amortization for
each of the twelve month periods ending December 31, 2000 and 2001 was $0.9 million, or $0.04 per diluted share,
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and $2.1 million, or $0.10 per diluted share, respectively.

Fair Value of Derivative Instruments. Derivative instruments are recorded at fair value and except for those
transactions that are effective hedges for accounting purposes in accordance with SFAS 133, “Accounting for
Derivative Instruments and Hedging Activities,” gains and losses are included in the determination of net income. The
derivative contracts recorded in the Company’s consolidated balance sheets are stated at their fair values, the
determination of which the Company acquired from third parties that regularly conduct business in the derivative
contracts, which we have negotiated. Future adverse changes in the market price for the underlying notional amounts
of the Company’s derivative contracts may result in losses in the Company’s statement of income or other
comprehensive income, if hedge accounting criteria are met.

Investments. The Company holds less than majority investments in, and has receivables from, strategically aligned
companies that totaled $61.4 million at December 31, 2002. The Company employs the equity method of accounting
for investments in common stock when such investments in voting stock gives it the ability to exercise significant
influence over operating and financial policies of a company even though it holds 50% or less of the voting stock.
Significant influence is generally deemed to exist if the Company owns between 20% and 50% of an entity’s voting stock,
although the ability to exercise influence may be indicated in several ways even when such investments are below 20%.
The Company also holds a $1.2 million investment, carried at cost, in a private company over which it does not have the
ability to exercise significant influence nor does it own greater than 20% of the entity’s voting stock. The Company may
record investment impairment charges when it believes an investment has experienced a decline in value that is other
than temporary. Future adverse changes in market conditions or poor operating results of underlying investments could
result in losses or an inability to recover the carrying value of the investments that may not be reflected in an investment’s
current carrying value, thereby possibly requiring an impairment charge in the future.

Impairment of Long-Lived Assets. The Company depreciates its vessels over 20 to 25 years from date of original
construction, except for standby safety vessels where it has chosen a useful life of 30 years. In assigning depreciable
lives to its vessels, the Company has considered the effects of both physical deterioration largely caused by wear and
tear due to operating use and other economic factors that could impact commercial viability. Furthermore, salvage
value, an amount typically expected to be recovered through sale upon vessel retirement, approximates 10% of cost.
To date, the Company’s experience confirms that these policies are reasonable, although, there may be events or
changes in circumstances in the future that indicate the recoverability of the carrying amount of a vessel might not be
possible. Examples of events or changes in circumstances that could indicate that the recoverability of a vessel’s
carrying amount should be assessed might include (i) a significant decrease in the market value of a vessel, (ii) a
significant adverse change in the business climate that could affect the value of a vessel and (iii) current period
operating or cash flow losses combined with a history of operating or cash flow losses or a projection or forecast that
demonstrates continuing losses associated with a vessel. If events or changes in circumstances as set forth above
indicate that a vessel’s carrying amount may not be recoverable, the Company would then be required to estimate the
undiscounted future cash flows expected to result from the use of the vessel and its eventual disposition. If the sum of
the expected future cash flows is less than the carrying amount of the vessel, the Company would be required to
recognize an impairment loss.

Income Taxes. At December 31, 2002, the Company had not provided for U.S. income taxes with respect to
$31.6 million of undistributed earnings of certain non-U.S. subsidiaries and 50% or less owned companies as it is the
Company’s intention to indefinitely invest these earnings abroad. Should a remittance of these earnings be expected
in the foreseeable future, the Company would then be required to provision for the related U.S. income tax
consequences.

Foreign Currency Transactions. The Company accounts for its foreign operations in accordance with SFAS 52,
“Foreign Currency Translation.” The Company is particularly exposed to the impact of currency exchange rate
fluctuations in the United Kingdom, where certain of its wholly-owned subsidiaries operate offshore vessels and
whose functional currency, the primary currency in which the wholly-owned subsidiaries conduc