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REQ STRATI ON STATEMENT UNDER
THE SECUR TI ES ACT CF 1933
Stolt Offshore S A
(Exact name of Registrant as specified inits charter)
Not Appl i cabl e
(Transl ation of Registrant's name into English)
Luxenbour g Not Applicabl e
(State or other jurisdiction of (I.R S Enployer Identification No.)
i ncorporation or organi zation)
c/o Stolt Ofshore MS. Ltd.
Dol phi n House
Wndnmi | | Road
Sunbur y- on- Thanes
M ddl esex, TWL6 7HT Engl and
(44) 1932-773-720
(Address and tel ephone nunber of Registrant's principal executive offices)
A an B. Wnsor, Esq.
Seni or Vice President, Secretary and General Counsel
Stolt-N el sen Inc.
8 Sound Shore Drive, P.Q Box 2300
Q eenwi ch, Connecticut 06836
(203) 625-3667
(Nane, address and tel ephone nunber of agent for service)

Copi es of conmuni cations to:

Qegory Pryor, Esq. Todd R Chandl er, Esq.
Wite & Case LLP Wi |, CGotshal & Manges LLP
1155 Avenue of the Americas 767 Fifth Avenue
New York, New York 10036 New York, New York 10153
Phone: (212) 819-8200 Phone: (212) 310-8000
Fax: (212) 354-8113 Fax: (212) 310- 8007

Approxi nate date of conmencenent of proposed
sale to the public: As soon as practicable after
this Registration Statement becomes effective.

If the only securities being registered on this formare being of fered pursuant
to dividend or interest reinvestment plans, please check the follow ng box. |_]|
If any of the securities being registered on this formare to be offered on a
del ayed or continuous basis pursuant to Rul e 415 under the Securities Act of
1933, please check the fol | owing box. |_|

If this formis filed to register additional securities for an offering pursuant
to Rule 462(b) under the Securities Act, please check the follow ng box and |i st
the Securities Act registration statenent nunber of the earlier effective
registration statenment for the sane offering. |_|

If this formis a post-effective amendment filed pursuant to Rul e 462(c) under
the Securities Act, check the follow ng box and list the Securities Act

regi stration statement nunber of the earlier effective registration statenent
for the same offering. |_|

If delivery of the prospectus is expected to be nade pursuant to Rule 434,

pl ease check the following box. |_|

The Registrant hereby anends this Registration Statement on such date or
dates as may be necessary to delay its effective date until the Registrant shall
file a further amendment which specifically states that this Registration
Statenent shall thereafter become effective in accordance with Section 8(a) of
the Securities Act of 1933 or until the Registration Statenent shall becone
effective on such date as the Conmm ssion, acting pursuant to said Section 8(a),
nay det er nine.

The information in this prospectus is not conplete and nay be changed. W& may
not sell these securities until the registration statenent filed with the
Securites and Exchagne Conmission is effective. This prospectus is not an
offer to sell these securities and it is not soliciting an offer to buy these
securitesi in any state where the offer or sale is not pernitted.

Subj ect to Conpletion, dated April 17, 2002
PROSPECTUS

8, 000, 000 Shares
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[Load STALT OFFSHORE S A
Common Shares

W are offering 1,607,522 of our common shares, and our indirect wholly owned
subsidiary Stolt Ofshore Investing Ltd. is offering 6,392,478 of our common
shares. The conmon shares nmay be offered in the formof American Depositary
Shares, or ADSs, or in the formof common shares.

Qur common shares are quoted on the Nasdag National Market (in the formof ADSs,
each of which represents one share) under the synbol "SCSBA' and are |isted on
the Gslo Stock Exchange under the synbol "STQ" On April 12, 2002, the |ast
reported sale price of our ADSs on Nasdag was $8.60 per ADS and the cl osing
price of our conmon shares on the Gsl o Stock Exchange was NOK 75.00 per share.

Investing in our conmon shares invol ves risks.
See "R sk Factors" beginning on page 6.

Public Offering Price..........ccovvuiiuunnnnnnnnn. $ $
Underwriting D scounts and Commissions............ $ $
Proceeds to Stolt Cffshore S A................... $ $
Proceeds to Stolt Cffshore Investing Ltd.......... $ $

W have granted Lehman Brothers a 30-day option to purchase up to 1,200, 000
addi ti onal common shares on the sane terns and conditions set forth above to
cover over-allotnents, if any.

Nei ther the Securities and Exchange Cormmission nor any state securities

commi ssion has approved or di sapproved of these securities, or determned if
this prospectus is truthful or conplete. Any representation to the contrary is a
crimnal offense.

Lehman Brothers expects to deliver the common shares on or about , 2002.

, 2002.
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You should rely only on the information contained or incorporated by
reference in this prospectus. W have not authorized anyone to provide you with
additional or different information. |f anyone provides you with additional,
different or inconsistent information, you should not rely onit. You should not
assune that the information we have included in this prospectus is accurate as
of any date other than the date of this prospectus or that any information we
have incorporated by reference is accurate as of any date other than the date of
the docurent incorporated by reference. Qur business, financial condition,
results of operations and prospects may have changed since that date.

Thi s prospectus does not constitute an offer to sell or a solicitation
of an offer to purchase common shares or ADSs by any person in any jurisdiction
where it is unlawful to make such an offer or solicitation. The distribution of
this prospectus and the offering or sale of the common shares or ADSs in certain
jurisdictions is restricted by law This prospectus may not be used for, or in
connection wth, and does not constitute, any offer to, or solicitation by,
anyone in any jurisdiction or under any circunstance in which such offer or
solicitation is not authorized or is unlawful. Persons into whose possession
this

(1)
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prospectus nmay cone are required to informthensel ves about and to observe

such restrictions. Further information with regard to restrictions on offers and
sal es of the common shares or ADSs and the distribution of this prospectus is
set out under "Underwiting."

Notice to Residents of Norway

Thi s docurent is not a prospectus under Norwegi an | egislation and has

4/17/2002 12:12 PM
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not been approved by the Gslo Stock Exchange. W are not naking an offering
subj ect to prospectus requirements under Norwegi an | egislation.

Notice to Residents of the United Ki ngdom

This comunication is directed only at persons who (i) are outside the
United Kingdomor (ii) have professional experience in matters relating to
investnents or (iii) are person falling within Article 49(2)(a) to (d) ("high
net worth conpani es, uni ncorporated associations, etc") of the Financial
Services and Markets Act 2000 (Financial Promotion) Order 2001 (all such persons
together being referred to as "rel evant persons"). Any investnent or investnent
activity to which this communication relates is available only to rel evant
persons and will be engaged in only with rel evant persons.

Lehnman Brothers has represented and agreed that: (i) it has not offered
or sold and, prior to the expiry of a period of six nonths fromthe closing date
of the offering, will not offer or sell any common shares or ADSs to persons in
the United Kingdom except to persons whose ordinary activities involve themin
acqui ring, holding, managi ng or disposing of investnents (as principal or agent)
for the purposes of their businesses or otherw se in circunstances which have
not resulted and will not result in an offer to the public in the United Ki ngdom
within the neaning of the Public Offers of Securities Regulations 1995 or the
Fi nancial Services and Markets Act 2000 (the "FSMA'); (ii) it has only
communi cated or caused to be comunicated and will only conmunicate or cause to
be comuni cated any invitation or inducenent to engage in investnment activity
(within the neaning of section 21 of the FSMA) received by it in connection with
the issue or sale of any common shares or ADSs in circunstances in which section
21(1) of the FSVA does not apply to the Issuer; and (iii) it has conplied and
will conply with all applicable provisions of the FSMA with respect to anything
done by it inrelation to the common shares or ADSs in, fromor otherw se
i nvol ving the United Ki ngdom

Notice to Residents of Japan

Lehman Brothers has represented and agreed that it has not offered or
sold and will not offer or sell any conmon shares or ADSs, directly or
indirectly, in Japan or to or for the account of any resident of Japan except
(A) pursuant to an exenption fromthe registration requirenents of the
Securities and Exchange | aw of Japan and (B) in conpliance with any other
appl i cabl e requi rements of Japanese | aw

Notice to Residents of Gernmany

The offer and sale of shares within Germany is subject to restrictions
set forth in the German Securities Selling Prospectus Act
(Wert papi er - Ver kauf spr ospekt geset z) . Lehman Brothers has agreed that it wll not
offer, sell or deliver common shares or ADSs in Germany as part of a public
offering. Securities will be offered, sold or delivered in Gernmany exclusively
to professional investors wthin the neaning of Section 2 of the Gernan
Securities Selling Prospectus Act.

Notice to Residents of The Netherlands

The common shares and ADSs may not be offered, transferred, delivered
or sold in The Netherlands as part of the initial distribution or any time
thereafter, and this prospectus may not be distributed and circulated in The
Net herl ands other than to individuals or legal entities who or which trade or
invest in securities in the conduct of a business or profession (which includes
banks, securities firns,
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i nsurance conpani es, pension funds, investrment institutions, central
governnents, large international and supranational institutions and other
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parties, including treasury departments of commercial enterprises, which are
regularly active in the financial markets in a professional manner).

Notice to Residents of Luxenbourg

W are not naking, and we have not authorized anyone to make, a public
of fering of shares in Luxenbourg.
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PRCSPECTUS SUMVARY

This sunmary highlights naterial infornation regarding our business and
the offering. Because this is only a sunmary, it does not contain all the
information that may be inportant to you. You should read the entire prospectus
carefully, including the information contained in "R sk Factors" and the
docunent s incorporated by reference in this prospectus before deciding to invest
in our common shares. Unless the context otherwise requires, the terns "we,"
"us" and "our" refer to Stolt (Offshore SSA and its subsidiaries on a
consol i dated basis. Unl ess otherw se indicated, we assume in this prospectus
that the underwiter will not exercise its over-allotnent option.

STALT COFFSHORE
Over vi ew

W are one of the largest offshore services contractors in the world.
W design, procure, build, install and service a range of offshore surface and
subsurface infrastructure for the global oil and gas industry. W specialize in
creating and applying innovative and efficient solutions in response to the
technical conplexities faced by offshore oil and gas conpanies as they explore
and devel op production fields in increasingly deeper water and nore denandi ng
of f shore environnments. Qur revenues for the year ended Novenber 30, 2001 were
approxi mately $1.3 billion, and our order backl og on February 28, 2002 was over
$1.6 billion.

W provide services and products that add val ue for our custoners at
all phases of offshore oil and gas field exploration, devel opnent and
production. W survey the seabed and provi de other support services for drilling
test holes during the exploration phase. Wen a field is being devel oped, we
apply our technical expertise and know edge of regional conditions to offer
conceptual and engineering designs for the field. W also procure or fabricate
and install equipnent used in field devel opnent. This equi pnent includes the
above-wat er topsi des and platforns used for processing recovered oil and gas,
wel | heads, pipelines and electrical and hydraulic cables, known as unbilicals,
that are used to control subsea wells. The pipelines are used to transport oil
and gas underwater and to the production and processing facilities at the
surface. They nay be steel pipe, referred to as rigid pipe, or of a bonded
structure, referred to as flexible pipe, depending on technical requirenents,
and nmay be narrow (flowines) or w de (trunklines) depending on production
vol umes and pressure. W al so conbi ne our design and fabrication expertise to
manage the building of floating facilities that process, store and offload oil
(known as FPSGs) which are used in very deep water where a platformor topside
woul d be inpractical. During the tine that the field is producing oil or gas, we
inspect, maintain and repair this equipnent. Onhce the field has been depl et ed
and is to be abandoned, we provide field deconm ssioning services which include
the renoval of offshore structures and equi pnent.

W are one of only a few conpanies that can offer a full range of
of f shore devel opment and construction services on a truly global basis. Qur
wor | dwi de operations are nmanaged through six regional offices which are in
Aberdeen and Stavanger for North Sea operations, Nanterre for operations in
southern Europe, Africa and the Mddle East, Houston for North America, Mcae
Gty in Brazil for South Arerica and in Jakarta for the Asia Pacific region. W

4/17/2002 12:12 PM
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have operated in nore than 60 countries and currently operate in over 34
countries.

W& provide our conceptual design and engineering services for all
regional operations through our offices in Houston, Texas and Nanterre, France.
W enpl oy approxi mately 500 engi neers worl dwi de. W assenbl e and construct
of fshore infrastructure equi pnent at our fabrication yards in N geria and
Angol a. W have a world class fleet of highly specialized ships, barges and
unnmanned under wat er
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renot el y operated vehicles, or ROVs, deployed in the world s najor offshore oil
and gas exploration regions, including:

o 9 construction support ships;

(o] 4 flowine lay ships;

o] 5 survey/inspection, repair and nai ntenance ships;
o] 12 anchored construction and mai nt enance shi ps;

o] 7 heavy lift ships and pipel ay barges;

(o] 4 tugs and ot her shi ps;
o 102 ROVs; and
(o] 13 hardsuits for manned dives.

The engineering and construction of new offshore oil fields, which
typically lasts nore than one year, accounts for approximately 70% of our
revenues while work related to the inspection, repair and mai ntenance of oil and
gas fields throughout their time in production accounts for the renaining 30% of
revenues.

Mar ket Dynami cs

o] V¢ expect continued growh in our major nmarkets. Qur own
mar ket research indicates that demand for the of fshore
services we offer could grow by up to 50% bet ween 2001 and
2002 and up to an additional 43% between 2002 and 2004. W&
expect that nuch of this growh will come from deepwater
devel opnents in Wst Africa and the Qulf of Mexico. Dougl as
Véstwood' s "The Wrld Deepwater Report I11" predicts annual
gl obal deepwater (greater than 500 neters) capital expenditure
Wil increase from$5 billion in 2000 to $10 billion by 2005.
W are poised to benefit fromthis expected increase in
derand.

o Deepwat er devel opnents have uni que characteristics. The
devel opnent of deepwater oil and gas reserves is technically
chal | engi ng. Accessing the field often requires subsea
construction and mai ntenance work in an environment of high
pressure and difficult currents. Deepwater projects are
typically of a larger scale and |onger duration than
conventional offshore projects, making themless sensitive to
short-termfluctuations in the price of oil and gas and
provi di ng foreseeabl e revenue for service contractors and
i nvestors.

o] Speci al i zed construction equipnent is inlimted supply. W
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expect that demand for the kind of specialized construction
support ships and barges we operate to increase with the

devel opment of deepwater reserves. The existing world fleet of
this type of asset is currently enployed at high utilization
rates and, to our know edge, there are no additional

speci al i zed construction ships currently on order, creating
the opportunity for increasing contract nargins.

o Subsea technol ogy is becoming nore inportant. The trend toward
devel opi ng reserves in deeper waters requires the use of
subsea technol ogy. In addition, when devel oping a new oil or
gas field, whether in deep or shallowwaters, it is often nore
econonmi cal to tie back new subsea wel | heads to existing
production facilities. This

-2
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provi des opportunities for subsea contractors such as Stolt
Cffshore. Sinmlarly, offshore inspection, repair and

mai nt enance services are increasingly dependent on the

ef ficient depl oynent of subsea equi pnent.

o Denand is growing for turnkey project capabilities. Gl and
gas conpani es are increasingly outsourcing the design and
construction of |arge deepwater projects. The breadth of
services required to undertake all aspects of the
engi neering, procurenent, installation and comm ssioning of
maj or projects, known in the industry as EPIC, has limted
the nunber of conpanies that have the resources to conpete
for these projects.

Strategi c Acquisitions

W have historically had a strong position in the North Sea since
of fshore oil exploration started there in the early 1970s, as well as in Brazil
dating fromthe same tine. In 1998, we enbarked on a strategy to address
changi ng market dynam cs by expandi ng our service offering and strengthening our
market position in the high gromth markets of Wst Africa and the Qul f of
Mexi co. In 1998, we acquired Ceani c Corporation which gave us a strong presence
inthe aulf of Mexico market and the ability to build relationships with
Houst on-based oil and gas conpanies. In 1999, we purchased ETPM S. A, which
significantly enhanced our strength in the Wst African narket, and we acquired
a 49%interest in the NKT Flexibles |/S joint venture, which secures our supply
of flexible flowines. In 2001, we acquired Ingerop Litw n, now called Paragon
Litwin, and a controlling interest in Paragon Engi neering Services to strengthen
our engineering capabilities. W now have the necessary engi neering,
construction and technol ogi cal assets to undertake all aspects of EPIC projects
for virtually any new of fshore oil and gas field in each of the najor offshore
markets. W believe that we are well positioned to continue to capture a |arge
portion of this market and have assenbl ed an asset base that can support annual
revenues wel | in excess of those in 2001 without making additional investnents.

Conpetitive Strengths

o VW offer a full range of global offshore devel opnent and
construction services. W are able to supply a full conpl enent
of services for the devel opnent of offshore oil fields in each
of the major offshore markets. Only three of our conpetitors
have a simlar range of services, while a nunber of other
conpetitors offer a much nore linited range in a linted
nunber of geographi c narkets.

o] V¢ own or charter an inpressive array of offshore assets. Ve
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believe that we have the |argest fleet of sophisticated
deepwat er construction assets in the world, some of which are
capabl e of operating at water depths of up to 2,500 neters.
These assets position us for premumcontracts and give us the
capability to execute highly conpl ex and denandi ng proj ects.

o V¢ possess innovative deepwater technol ogi es and uni que
experience in deepwater devel opnents. W& have a long history
of innovation and devel opnent of new technol ogi es that have
contributed significantly to the evolution of the offshore oil
and gas industry. Particular strengths include our deepwater
construction techniques, including deepwater pipeline |aying
and unbilicals, renote intervention technol ogi es and aut onat ed
wel ding systens. W& believe our custoners val ue our experience
wi th groundbreaki ng projects such as the Total FinaBEl f QG rassol
and the Amerada Hess La Cei ba projects.

-3-

file//ICYDOCUME~1/mill§a/LOCALS-1/Temp/_view.htm

Project Number: 02-211
N:\Edgar\02-211\a886551 f-3a.txt

04/17/2002 12:10:32
Page 9

<PAGE>

o] V¢ nai ntai n geographical ly diverse operations. W can fol | ow
maj or custoners wherever they operate, naximze the use of our
assets and transfer know edge gai ned frommarket to nmarket. W&
have operated in nore than 60 countries and currently operate
in over 34 countries.

(o] W are a narket |eader in offshore Wst Africa. Wst Africais
expected to be the highest growth narket for |arge deepwater
devel oprents. V& have won 7 of the 21 nost recent projects wth
revenues greater than $100 nillion that we have bid for in Wst
Africa in the past four years. These projects represent 34% of
the total revenue of the 21 projects. The experience gained from
these projects, our historical connection with the area and our
onshore fabrication facilities in Ngeria and Angol a position us
to take advantage of future opportunities in this narket.

Recent Devel opnent s

For the first quarter of 2002, we reported a net profit of $0.2
mllion, or approximately a break-even result per share, on net operating
revenue of $294.1 million, conpared with a net loss of $15.5 mllion, or $0.18
per share, on net operating revenue of $191.1 million for the first quarter of
2001. The inprovenent primarily resulted frominproved operating performance and
the recovery of |osses on the Grassol project recorded in 2001. These
recoveries reflect the negotiation of variation orders in which our custormer
agreed to reinburse us for costs incurred in 2001. Qur first quarter results are
discussed in nore detail in our Form6-K filed with the Securities and Exchange
Conmi ssion, or SEC, on April 12, 2002, which is incorporated by reference in
this prospectus.

Corporate Matters

W are an indirect subsidiary of Stolt-Nelsen S. A ("SNSA'), whose
shares are quoted on the Nasdag National Market and listed on the Gslo Stock
Exchange. Through its subsidiaries, SNSA is engaged in three businesses:
transportation services, subsea services and seafood. As of February 28, 2002,
SNSA retained an econom ¢ interest of approxinately 53%and voting rights of
approxi mately 61%in us.

Qur registered office is located at 26, rue Louvigny, Luxenbourg, and
we are registered in the Conpani es' Registrar of the Luxenbourg D strict Court
under the designation "R C. Luxenbourg B 43172." Qur principal executive offices
are c/o Stolt Ofshore MS. Ltd., Dol phin House, Wndm || Road,
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Sunbur y- on- Thanes, M ddl esex TW6 7HT, Engl and, tel ephone nunber (44) (0)
1932-773-700. Qur web site address is wwv stoltof fshore.com The infornation on
our web site is not part of or incorporated by reference into this prospectus.
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The Cifering
Total shares offered..................... 8, 000, 000 shares.
Common shares offered by Stolt
Cfshore S A ... ... i 1, 607, 522 comon shar es.
Conmon shares offered by Stolt
G fshore Investing Ltd., our
i ndirect wholly owned
subsidiary...........ooiiiiiii. 6, 392, 478 common shares.

Common shares and common share

equi valents to be outstanding after

the offering............. ... ... ... ...... 71, 836, 058 common shares and
17,000, 000 conmon share
equi val ents. Qur conmmon share
equi val ents are conprised of
34,000, 000 class B shares, $2.00
par val ue per share, which are
convertible into conmon shares on a
two-for-one basis.

Use of proceeds........................ Based on the closing price of our
ADSs reported by the Nasdaq
National Market on April 12, 2002,
we estimate that the aggregate net
proceeds fromthe offering will be
approxi mately $65.7 nillion, after
deducting underwiting discounts
and conmi ssions and esti mat ed
of fering expenses payabl e by us.

W and our indirect wholly owned
subsidiary intend to use the net
proceeds fromthe sale of our
common shares to repay indebtedness
that we have incurred and expect
to incur to repurchase common
shares that we issued in

acqui sitions. The remainder, if
any, wll be used for general
corporate purposes. See

"Use of Proceeds" and "Background
of the Gfering.”

Rsk Factors........... .. ..., Investing in our comon shares
involves risks. See "R sk Factors."

Nasdagq National Market symbol......... SCBA
Gsl o Stock Exchange synbol ............ STO
The nunber of common shares and common share equival ents to be

outstanding after the offering is based on the nunber of comon shares and cl ass
B shares outstanding as of March 31, 2002. This nunber does not include:
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o] an aggregate of 1,200,000 conmon shares subject to an option granted
to the underwiter to cover over-allotnents, if any;

o] an aggregate of 3,777,987 common shares reserved for issuance upon the
exercise of options outstanding as of March 31, 2002, of which
1,484,028 are currently exercisable; and

o] 3,922,013 additional common shares available for further grants under
our stock plans.
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R SK FACTCRS

If you purchase our common shares, you will take on a financial risk.
I'n deciding whether to invest, you shoul d careful |y consider the follow ng
factors and the information contained in this prospectus, including the
information incorporated by reference into this prospectus. Additional risks and
uncertainties not presently known to us or that we currently consider not
nmaterial may al so inpair our business operations. If any of the events described
bel ow actual |y occurs, our business, financial condition or results of
operations could be materially adversely affected. In such case, the trading
price of our conmmon shares coul d decline, and you nay |ose all or part of your
i nvest nent .

Qur business is affected by the condition of the oil and gas industry.

Dermand for our of fshore services depends on the condition of the oil
and gas industry and particularly on capital expenditure budgets of the
conpani es engaged in the exploration, devel opnent and production of offshore oil
and gas. In particular, the oil and gas industry has been consolidating. There
are fewer and larger oil and gas conpanies that control expenditures for the
types of services and products that we and our conpetitors provide. (ffshore oil
and gas field capital expenditures are also influenced by nany factors beyond
our control, including:

(o] prices of oil and gas and anticipated growh in world oil and gas
denand;

o the discovery rate of new offshore oil and gas reserves;

o the econonic feasibility of devel oping particul ar of fshore oil
and gas fields;

o the production fromexisting producing oil and gas fiel ds;

o political and economic conditions in areas where of fshore oil and
gas exploration and devel opnent nay occur;

o pol i cies of governnments regarding the exploration for, pricing
and production and devel opnent of their oil and gas reserves; and

o the ability of oil and gas conpanies to access or generate
capital and the cost of such capital.

Unexpected costs may adversely affect the amount we realize fromfixed-price
contracts.

A significant proportion of our business is performed on a fixed-price
or turnkey basis. In 2001, 2000 and 1999, approximately 75% 74%and 47%
respectively, of our revenue was derived fromfixed-price contracts. Long-term
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fixed-priced contracts are inherently risky because of the possibility that we
may incur costs that we did not expect at the tine of bidding and because of
post - conpl etion warranty obligations. The cost and gross profit realized on such
contracts can vary because of changes beyond our control, including but not
linmted to:

o unanti ci pated technical problens with the equi pment we are
suppl yi ng or devel opi ng which nmay require that we spend our own
noney to renedy the probl em

o unanti ci pated changes in the costs of conponents, materials or
| abor;

o unanticipated difficulties in obtaining required governmental
permts or approvals;
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o proj ect nodifications creating unanticipated costs;
o] del ays caused by | ocal weather and soil conditions; and
o suppliers' or subcontractors' failure to perform

These risks are exacerbated if the duration of the project is
long-term because there is nore tine for and, therefore, an increased risk that
the circunstances upon which we originally bid and devel oped a price will change
in a manner that increases our costs. Qur long-termprojects often subject us to
penalties if we cannot conplete portions of the projects in accordance with
agreed-upon tine lints.

W nmay be liable to third parties for the failure of our joint venture partners
to fulfill their obligations.

Under sone of our joint venture agreenents, we and our partners are
jointly and severally liable to the custoner for the perfornance of the
contract. If our joint venture partner in such arrangenent fails to fulfill its
obligations, we could have to carry the resultant liability toward the customner
and woul d have to rely on our ability to obtain reinbursement fromour joint
venture partner. If our joint venture partner becane insolvent or ceased
operations, this nmght not be possible.

Qur nethod of accounting for projects could result in a reduction or elimnation
of previously reported profits.

Substantially all of our projects are accounted for on the
" per cent age- of - conpl eti on" nethod, which is standard for our industry and in
conpliance with U S generally accepted accounting principles. Under the
per cent age- of - conpl eti on met hod, estinated contract revenues are accrued based
on the ratio of costs incurred to date to the total estinated costs, taking into
account the | evel of physical conpletion. Estimated contract |osses are
recogni zed in full when determned. Contract revenues and total cost estinates
are reviewed and revised periodically as work progresses and as change orders
are approved, and adjustments based on the percentage of conpletion are
reflected in contract revenues in the reporting period when these estinates are
revised. To the extent that these adjustments result in a reduction or
elimnation of previously reported contract revenues, we woul d recogni ze a
charge against current earnings that may be significant depending on the size of
the project or the adjustnent.

Qur business could suffer as a result of current or future litigation.

W are subject to legal clains with customers, sub-contractors,
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enpl oyees, joint venture partners, governnent agencies and conpetitors. In
particular, Coflexip S.A has comenced | egal proceedings through the U K H gh
Court agai nst three of our subsidiaries claimng infringement of a certain
patent held by Coflexip relating to flexible flowine |aying technology in the
United Kingdom Judgnent was rendered on January 22, 1999 and January 29, 1999.
The di sputed patent was held valid. W appeal ed and the Appeal Court naintai ned
the validity of the patent and broadened its application conpared to the H gh
Court decision. W have applied for | eave to appeal the Appeal Court decision to
the House of Lords, which has now been denied. During 2001, Coflexip submtted
an anended claimto damages claining lost profits on a total of 15 projects. In
addition, there is a claimfor alleged price depreciation on certain other
projects. The claimis for approxi mately $89 million, up fromapproximately $14
mllion claimed previously, plus interest, legal costs and a royalty for each
time that the flexible lay systemtower on the Seaway Fal con was brought into
UK waters. W estinmate that the total claimw |l be of the order of $115
mllion. Inthe alternative, Coflexip clains a reasonable royalty for each act
of infringement, interest and |l egal costs. Coflexip has not quantified this
claim but it will be considerably less than the claimto lost profits. W, in
consul tation with our advisers, have assessed that the range of possible
outcones for the resolution of damages is $1.5 million to $115 mllion and have
determned that there is no anount within the range that is a better estinmte
than any other anount. Consequently, in accordance

-7-
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with Statement of Financial Accounting Standards No. 5, Accounting for

Conti ngenci es, we have reserved $1.5 mllion in the financial statenents, being
the lower anount of the range. The amount of damages is neverthel ess uncertain,
and no assurance can be given that the provided anount is sufficient. If the
anmount we are ultimately deternmined to owe, if any, is substantially nore than
we have currently reserved or if we increase the amount of the reserve for this
claim it could have a naterial adverse effect on our results of operations.

Furthernore, there can be no assurance that the results of the
litigation described above or other |egal proceedings will not naterially harm
our business or reputation.

Qur international operations expose us to changes in foreign regul ati ons and
other risks inherent to international business, any of which could affect our
operating results.

Qur operations in the South Anerica, Asia-Pacific and Southern
Europe/ Afri ca/ Mddl e East regions are nainly perforned in enmergi ng narkets such
as Angola, N geria, Brazil and Indonesia. In total, these regions accounted for
49% 55% and 24%of our net operating revenue in 2001, 2000 and 1999
respectively. (perations in these emerging narkets present risks including:

o econom c instability, which could nake it difficult for us to
anticipate future business conditions in these narkets;

o political instability, which could discourage investnent and
conpl i cate our dealings wth governnents;

o] boycotts and enbargoes that may be inposed by the international
community on countries in which we operate;

o | abor unrest, particularly in N geria and Angol a where our |arge
wor kf orces are prone to strike action;

o disruptions due to civil war, election outcomes, shortages of
commodi ties, power interruptions or inflation;

o] the inposition of unexpected taxes or other paynents on our
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revenues in these markets; and

o the introduction of exchange controls and other restrictions by
forei gn governnents.

Qur quarterly results may fluctuate due to adverse weather conditions during the
w nter.

Over the past three years, a substantial proportion of our revenue has
been generated fromwork perfornmed in the North Sea and North Anerica. Adverse
weat her conditions during the winter nmonths in these regions usually result in
low levels of activity. As a result, full-year results are not likely to be a
direct multiple of any particular quarter or conbination of quarters.
Additionally, during certain periods of the year, we nmay encounter adverse
weat her conditions such as hurricanes or tropical storns in the Qulf of Mxico.
During periods of curtailed activity due to adverse weather conditions, we
continue to incur operating expenses, but our revenues fromoperations are
del ayed or reduced.

W face conpetition which could have an adverse effect upon our operating
resul ts and financial condition.

The of fshore oil and gas services business is highly conpetitive, and
of fshore contractors conpete intensely for available projects. Contracts for our

services are generally awarded on a

-8
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conpetitive bid basis, and al though custoners may consider, anong ot her things,
the availability and capability of equi pnent and the reputation and experience
of the contractor, price is a primary factor in determning which contractor is
awarded a contract. Several of our conpetitors and potential conpetitors are
larger than we are and have greater financial and other resources than we have.
This intense conpetition could result in pricing pressures, |ower sales and
reduced margi ns whi ch woul d have an adverse effect upon our operating results
and financial condition.

W depend on certain significant custoners and long-termcontracts and the |oss
of one or nore significant custoners or the failure to replace or enter into new
long-termcontracts could adversely affect our operating results.

During 2001 and 2000, Total FinaBEl f accounted for approxi mately 22% and
20% respectively, of our net operating revenue. During 2001 and 2000, our ten
| argest custoners accounted for 76% and 67% respectively, of our net operating
revenue, and over that period six custoners, including BP, Petrobras, Shell,
Statoil, Total FinaB f and Triton Energy (acquired by Anerada Hess in 2001)
consi stently nunbered anong our ten |argest custoners. Revenues fromour |argest
custoners are often related to specific long-termcontracts that upon conpl etion
may not be replaced by contracts of equivalent size. Qur inability to replace
significant long-termprojects on sinilar terns or the |oss of any one or nore
of our significant custonmers or a substantial decrease in demand by our
significant customers could result in a substantial |oss of revenues which coul d
have a material adverse effect on us.

W coul d be adversely affected if we fail to keep pace with technol ogi cal
changes, and changes in technol ogy could result in wite-downs of assets.

Qur customers are constantly seeking to develop oil and gas fields in
deeper waters. To meet our custoners' needs, we nust continuously devel op new,
and update existing, technology for the installation, repair and maintenance of
of fshore structures. In addition, rapid and frequent technol ogy and market
demand changes can often render existing technol ogi es obsol ete requiring
substantial new capital expenditures and/or wite-downs of such assets. Qur

4/17/2002 12:12 PM



EDGAR Ease41a- 02211, , -

150 112

failure to anticipate or to respond adequately and tinely to changi ng

technol ogy, narket denands and/or custoner requirenments or significant
wite-downs of assets due to obsol escence coul d adversely affect our business
and financial results.

Qur international operations expose us to the risk of fluctuations in currency
exchange rates.

The results of operations and financial position of nost of our
non-U S. subsidiaries are initially reported in the | ocal currencies of
countries in which those subsidiaries reside. That financial information is then
translated into U S. dollars at the applicabl e exchange rates for inclusion in
our consolidated financial statenents. For 2001, approxinately 26.0% of our
consol i dated net operating revenues were generated in local currencies and
translated into U S. dollars. Approxinmately 0.4% 16.7%and 8.8% of our revenue
was generated in Euros, British pounds and Norwegi an kroner, respectively. The
exchange rate between these currencies and the U S. dollar can fluctuate
substantially, which could have a significant translation effect on our reported
consol i dated results of operations and financial position.

In addition, we are subject to currency risk exposure when our sales
are denomnated in currencies that are different fromthose in which our
expenses are incurred. In this case, if the value of the currency in which sales
are recorded weakens relative to the currency in which we incur expenses, then
there is a negative inpact on our profit nmargin.

-9-
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W are exposed to substantial hazards and risks that are inherent in the
of f shore services business for which liabilities may potentially exceed our
i nsurance coverage and contractual indemity provisions.

Qur operations are subject to all the risks nornally associated with
of f shore devel opnent and production and could result in damage to or |oss of
property, suspension of operations or injury or death to personnel or third
parties. W insure our assets at |evels which our nmanagenent believes reflect
their current market value. Such assets include all capital itens such as ships,
naj or equi pnent and | and-based property. The only assets not insured are those
where the cost of such insurance woul d be disproportionate to their val ue.

Qur operations are conducted in hazardous environnents where accidents
i nvol ving catastrophic damage or loss of life could result, and litigation
arising fromsuch an event may result in our being naned a defendant in |awsuits
asserting large clainms. W insure for liability arising fromour operations,
both onshore and of fshore, including | oss of or danage to third-party property,
death or injury to enployees or third parties, statutory workers conpensation
protection and pollution. A though there can be no assurance that the anmount of
insurance we carry is sufficient to protect us fully in all events, all such
insurance is carried at |evels of coverage and deductibles that we consider
financially prudent. A successful liability claimfor which we are underinsured
or uninsured could have a material adverse effect on us.

V¢ generally seek to obtain indemmity agreements whenever possible from
our customrers requiring those customers to hold us harniess in the event of
structural damage, |oss of production or liability for pollution that originates
bel ow the water surface. Such contractual indemnification, however, does not
general ly cover liability resulting fromthe gross negligence or wllful
m sconduct of, or violation of |aw by, our enployees or subcontractors.
Additionally, if we suffer a loss for which we are entitled to indemity, we are
dependent on our custoner's ability to satisfy its indemity obligation. If the
custonmer cannot satisfy its obligation, we could suffer |osses.

Qur level of debt may constrain our operations.

4/17/2002 12:12 PM



EDGAR Ease41a- 02211, , -

16of 112

The degree to which we are | everaged nmay affect our ability to obtain
addi tional financing in the future for working capital, capital expenditures,
product and service devel opment and general corporate purposes, to utilize cash
flow fromoperations for purposes other than debt service, and to overcone
seasonal or other cyclical variations in our business. Qur ability to satisfy
our obligations and to reduce our debt depends on our future perfornance.

W do not anticipate paying dividends in the foreseeable future.

W have never paid dividends on any of our capital stock, and we
currently intend to retain any earnings that woul d be avail able for dividends
for the future operation and growh of our business. Qur Board of Drectors wll
reviewthis policy fromtine to time in light of our earnings, financial
condition, prospects, tax considerations and foreign exchange rates and subject
to lintations contained in our credit facilities.

SNSA exercises a controlling influence over matters requiring sharehol der
approval , which coul d prevent a change of control.

As of March 31, 2002, a wholly owned subsidiary of SNSA owned
29, 275, 223 of our common shares and al |l 34,000,000 of our dass B shares. This
ownership represents an economc interest in us of approxinately 53%and a
voting interest of approximtely 61% As of March 31, 2002, the Stolt-N el sen
famly, directly and indirectly through Fiducia Ltd., controlled approximately
60% of the outstanding shares of SNSA entitled to vote generally on matters
brought to a vote of sharehol ders of SNSA

-10-
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SNSA currently exercises a controlling influence over our operations
and has sufficient voting power to control the outcone of matters requiring
shar ehol der approval including: the conposition of our Board of Directors which
has the authority to direct our business and to appoint and renmove our officers;
approving or rejecting a nerger, consolidation or other business conbination;
raising future capital; and amending our Articles of Incorporation which govern
the rights attached to our common shares. This control nay al so nake it
difficult to take control of Stolt COfshore wthout the approval of SNSA
Additionally, the interests of SNSA may conflict with those of other
shar ehol ders.

Qur Articles of Incorporation inmpose restrictions on the ownership of our
securities.

Qur Articles of Incorporation state that no one U S. person (defined to
include any person who is a citizen or resident of the United States, a
corporation organi zed under the laws of the Unhited States and certain other
entities and their affiliates and associates) may own, directly or indirectly,
nore than 9.9%of our total outstanding shares at any time. In addition, the
Articles provide that all sharehol ders of any single country may not own,
directly or indirectly, nore than 49.9%of our outstandi ng shares, and no person
may own, directly or indirectly, nore than 20% of our outstanding shares unl ess
a majority of our Board of Drectors shall have authorized such sharehol ding in
advance. The Board of Directors nmay take renedial action if it determnes that
we are threatened with "immnent and grave damage" (as defined in the Articles).
W have been advi sed by our Luxenbourg counsel, E vinger, Hoss & Prussen, that
there are no Luxenbourg judicial interpretations of such phrase, but that
situations involving hostile takeovers, adverse tax consequences to us or
governnental sanctions are likely to be anong the situations covered by that
phrase. These defensive neasures may have the effect of making nore difficult a
nerger involving us, or a tender offer, open-market purchase program or other
purchase of our shares, in circunstances that coul d give sharehol ders the
opportunity to realize a premumover the then prevailing narket price for their
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shares.
OTHER MATTERS

Qur independent public accountant is the U K menber firm("AAK') of
Andersen Wrl dwi de. On March 14, 2002, the US nenber firm Arthur Andersen LLP
was indicted by the U S. Departnent of Justice on federal obstruction of justice
charges in connection with its alleged destruction of docunents related to Enron
Corp. In connection with this offering, we are required to obtain a witten
consent from our independent public accountants in order to include their audit
report covering the audited financial statenents included in this prospectus. W
have received all required consents for this offering to date, but we will
require AALK s consent again before the registration statement for this offering
is declared effective by the SEC

AAK has indicated that it is currently willing and expects to be able
to deliver all consents required for this offering. In the event we are unabl e
to obtain any necessary consent, we nay file subsequent amendments to our
registration statenent in reliance on the tenporary relief provided by the SEC
If we do not obtain a consent fromAAUK you would not be able to sue Arthur
Ander sen under Section 11 of the Securities Act for material nisstatenents or
omssions, if any, in the registration statement and prospectus, including the
financial statenents covered by the report. Furthernore, relief which nay be
avai |l abl e to sharehol ders under the federal securities |aws agai nst auditing
firnms may not be available as a practical natter against AAWK should it cease to
operate or be financially inpaired.

W have been inforned by AAK that they believe this situation will not
be affected by the recent announcenent of the agreenent between AAWK and the
UK firmof Deloitte & Touche on April 10, 2002 under which, subject to
regul atory consent, partners and staff fromAAUK will join the UK firm of
Del oitte & Touche. However, under that agreenent Deloitte & Touche expressly
does not intend to assune any obligations or liabilities that AAK may have or
may incur prior to conpletion of that

-11-
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agreenent and accordingly it may be nore difficult for you to recover danages
fromAAK if liability were to be established.

As a public conpany, we are required to file with the SEC annual
financial statenments audited by our independent public accountants. The SEC has
said that it will continue accepting financial statenents audited by Arthur
Andersen, and interimfinancial statenments reviewed by it, so long as Arthur
Andersen is able to nake certain representations to its clients. Qur future
access to the capital nmarkets and our ability to nmake timely SEC filings coul d
be inpaired if the SEC ceases accepting financial statenments audited by AAUK if
AALK becones unabl e to nmake the required representations to us or if for any
other reason is unable to performrequired audit-rel ated services.

SPEC AL NOTE REGARDI NG FOCRWARD- LOCKI NG STATEMENTS

Thi s prospectus and sorme of the docunents incorporated by reference in
this prospectus include "forward-Iooking statenents" wthin the neaning of
Section 27A of the Securities Act of 1933 and Section 21E of the Securities
Exchange Act of 1934. These statenents relate to our expectations, beliefs,
intentions or strategies regarding the future. These statenents nay be
identified by the use of words like "anticipate," "believe," "estinate,"
"expect," "intend, nay, pl an, proj ect, will, shoul d," and "seek" and
simlar expressions. Forward-|ooking statenents include, but are not limted to,
statenents about the follow ng subjects:

o] busi ness strategies o budgets for capital and
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ot her expendi t ures
o] growt h opportunities
o timng and cost of

(o] mar ket out | ook conpl etion of projects
o] conpetitive position o] perfornmance of contracts
(o] expected results of o out cone of |egal
oper at i ons pr oceedi ngs
o financing pl ans o adequacy of insurance

The forward-1ooking statenents that we make reflect our current views
and assunptions with respect to future events and are subject to risks and
uncertainties. Actual and future results and trends could differ materially from
those set forth in such statenents due to various factors, including those
di scussed under "R sk Factors" el sewhere in this prospectus and "Mnagenent's
D scussion and Anal ysis of Financial Condition and Results of Qperations"
included in this prospectus. Many of these factors are beyond our ability to
control or predict. Gven these uncertainties, you should not place undue
reliance on the forward-1ooking statenents. W& undertake no obligation to update
publicly or revise any forward-1ooking statenents, whether as a result of new
information, future events or otherw se.

USE CF PROCEEDS

Based on the closing price of our ADSs reported by the Nasdagq Nati onal
Market on April 12, 2002, we estimate that the aggregate net proceeds fromthe
offering will be approximately $65.7 mllion, after deducting underwiting
di scounts and conmi ssions and estinated of fering expenses payabl e by us.

W and our indirect wholly owned subsidiary intend to use the net
proceeds fromthe sale of our common shares to repay indebtedness under our
principal credit facility that we have incurred and expect to incur to
repur chase our conmon shares as described in "Background of the Offering." The
credit facility is a five-year revolving credit facility, with interest rates
ranging fromoO0.75%to 1. 75%over the
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London InterBank ffer Rate, or LIBOR The renainder, if any, will be used for
general corporate purposes.
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PRI CE RANGE AND MARKET FCR OUR COMMIN SHARES

Qur common shares trade as ADSs in the United States on the Nasdaq
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National Market under the synbol

St ock Exchange under the synbol "STQ"

file//ICYDOCUME~1/mill§a/LOCALS-1/Temp/_view.htm

"SCBA" and are listed in Norway on the Gslo

The following table sets forth the high and |low | ast reported sal e
prices for our ADSs reported on the Nasdaq National
prices for our conmon shares reported on the Gsl o Stock Exchange during the

i ndi cat ed peri ods.

Market and the cl osi ng

<TABLE>
<CAPTI ON>
ADSs* Common Shar es
Nasdaq GCsl o Stock Exchange
(U.S. Dollars) (Nor wegi an Kroner)
Hi gh Low Hi gh Low
<S> <C> <C> <C <C
Annual highs and | ows
1997. .. 22.14 4.95 181.76 57.36
1998. .. .. 24. 42 7.88 178. 09 61. 00
1999. . .. 14. 94 6. 13 117. 00 48. 00
2000. . ... 16. 38 9.13 150. 00 85.50
2001, . ... 15. 88 6.15 141. 00 57.00
Quarterly highs and | ows
Fi scal 2000
First Quarter................ 14. 63 10. 44 116. 50 85.50
Second Quarter .............. 16. 38 11.88 146. 00 105. 00
Third Quarter ............... 15. 56 13.07 139.00 112.00
Fourth Quarter .............. 16. 00 9.13 150. 00 95. 00
Fiscal 2001
First Quarter ............... 15. 25 9.50 138.00 88. 00
Second Quarter .............. 15. 88 12.69 141. 00 117. 00
Third Quarter ............... 14. 65 8. 46 137.00 80. 00
Fourth Quarter .............. 9.40 6. 15 85. 00 57.00
Mont hly highs and | ows
Fiscal 2001
Qotober........ ... 8. 44 7.10 77.00 63. 00
Novenber.................... 7.80 6. 15 69. 50 57.00
Decenber.................... 9.00 6. 25 79. 00 54.50
</ TABLE>
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<TABLE>
<CAPTI ON>
ADSs* Common Shar es
Nasdaq Osl o Stock Exchange
(U.S. Dollars) ( Nor wegi an Kroner)
Hi gh Low Hi gh Low
<s> < <o < <
2002
January. . ...........i 9.29 6.83 80. 00 58. 00
February....................... 7.12 6.55 64.00 58. 00
March. ... 8.48 6.80 72.00 60. 00
April (to April 12, 2002)...... 8.75 8. 48 80. 00 72.00
</ TABLE>

* Prior to March 7, 2001, common shares did not trade in the formof ADSs on

the Nasdag National Market,

but traded as common shares. Al

share prices

have been adjusted to reflect the two-for-one stock split conpleted on

January 9, 1998,

the class A share distribution on June 25, 1998 and the

recl assification of class A shares to common shares on a one-for-one basis

on March 7, 2001.
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The bid prices reported for these periods reflect inter-dealer prices,
rounded to the nearest cent, and do not include retail markups, narkdowns or
conmi ssions, and may not represent actual transactions.

O April 12, 2002, the last reported sale price of our ADSs on the
Nasdaq National Market was $8.60 per ADS, and the closing price of our conmon
shares on the Gsl o Stock Exchange was NCK 75.00 per share.

As of March 31, 2002, and before the issuance of our common shares
pursuant to this prospectus, we had 69, 978, 915 shares outstandi ng, excluding an
aggregate of 3,777,987 common shares reserved for issuance upon exercise of
options outstanding as of March 31, 2002 and 3,922,013 additional common shares
avail able for further grants under stock plans.
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CAPI TALI ZATI CN

The following table sets forth our consolidated capitalization as of
March 31, 2002 on a historical basis, on a pro forna basis to give effect to the
incurrence of debt to fund the repurchase of a total of 6,142,857 of our common
shares and to give effect to the repurchase of those shares and pro forma as
adjusted to give effect to the consunmation of the offering and the application
of the proceeds thereof. This table should be read in conjunction with "Use of
Proceeds," "Background of the Cffering," "Mnagenent's Discussion and Anal ysis
of Financial Condition and Results of Qperations" and our Consolidated Financial
Statenents included el sewhere in this prospectus.

<TABLE>
<CAPTI ON>
As of March 31, 2002
(in mllions)
(Unaudi t ed)
Pro Fornma
Act ual Pro forna as Adjusted
<S> <C <C <C
Cash and cash equival ents........ ... ... $17.5 $17.5 $17.5
Long-term debt, including current portion
Long-termdebt.. ... ... ... . ... .. ... 378.0 491.6(1) 423.8
Capitalized leases............ i 0.1 0.1 0.1
Total debt......... ... .. .. ... ... $378.1 $491.7 $423.9
Sharehol ders' equity: T/ T T
Conmon shares and common share
equi val ents; 140, 000, 000 common shares
aut hori zed, 69,978,915 conmon shares
i ssued and outstanding (63,836,058 pro
forma and 71, 836,058 pro form
as adjusted); 17,000,000 common share
equi val ents authorized, issued and
OUESEANdi NQ. . . v 208.5 208.5 211.7
Paid-in surplus........... .. .. ... .. ... .. 462.0 400.5 411. 2
Accunul at ed ot her .. (67.9) (67.9) (67.9)
Ret ai ned earni ngs 60.5 60.5 60. 5
Treasury shares:
249, 621 comon shares (6,392,478 pro forna and no
shares pro forma as adjusted)(2)....................... (1.8) (53.9) -
Total shareholders' equity.......................... 661. 3 547.7 615.5
Total capitalization........................... $1,039. 4 $1,039. 4 $1,039. 4

(1) The repurchase of 6,142,857 commpn shares is expected to be funded by an increase in |long-term debt
of $113.6 million, less cash which is expected to be generated from operations between March 31, 2002
and the date of the repurchase of the common shares.

(2) The pro forma and pro forma as adjusted colutms have been cal cul ated using the share pr| ce of $8.48,
which was the | ast reported sale price on the Nasdag National Market on March 28, 200
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</ TABLE>
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SELECTED CONSCLI DATED FI NANCI AL DATA

The sel ected consolidated financial data presented bel ow for the years
ended Novenber 30, 2001, 2000, 1999, 1998 and 1997 and as of Novenber 30, 2001,
2000, 1999, 1998 and 1997 have been taken or are derived fromour audited
consol i dated financial statenents for those periods, and the sel ected
consol idated financial data for the three nonths ended February 28, 2002 and
2001 and as of February 28, 2002 have been taken or are derived from our
unaudi t ed consol idated financial statements for those periods. The financial
information presented bel ow shoul d be read together wth "Mnagenent's
D scussi on and Anal ysis of Financial Condition and Results of Qperations" and
our Consolidated Financial Statenents and rel ated notes included el sewhere in
this prospectus.

<TABLE>
<CAPTI ON>
Three Months Ended
February 28, Year Ended Novenber 30,
002 2001 2001 2000 1999 1998 1997
(unaudi t ed) (in mllions, except per share data)(a)
<S> <C> <C <C <C <C <C <C
Consol i dated Statement of
QOperations Data:
Net operating revenue ......... $294.1 $191.1 $1, 255. 9 $983. 4 $640.7 $649. 8 $431.1
Operating expenses 269.5 183.1 1,161.6 930.0 568. 3 540.9 353.4
Gross profit ......... ... .. ... 24.6 8.0 94. 4 53.4 72.4 108.9 77.7
Equity in net incone of
non- consol i dated j oi nt
VeNtures .................... 0.1 2.5 11.7 5.8 5.2 14.8 12.2
Admi ni strative and general
eXPENSesS. .. ... 16.9 17.3 64.0 60. 9 51.8 45.9 31.4
| npai rment of Comex trade
name(b)......... ... .. ... .. .. - - (7.9) - - - -
Restructuring charges(c)...... - - - (3.3) (1.6) - (4.2)
Net operating income (loss)... 7.8 (6.9) 34.1 (5.0) 24.2 77.8 54.3
I nterest expense, net......... 4.0 7.4 26.8 30 16.7 5.1 9.5
Ot her income (expense), net... 0.4 (0.3) 2.0 (0.7) 0.3 (0.5) 5.1
I ncone tax (provision)
benefit...................... (1.3) (0.5) (20. 6) 3.8 8.5 (17.5) (11.1)
Mnority interests............. (2.6) (0.5) (2.8) (2.5) - . 4) -
Net (1l oss) incone before
cunul ative effect of change
in accounting policy......... 0.2 (15.5) (14.2) (34.4) 16. 2 54.2 39.0
Cunul ative effect of a
change in accounting policy... - - - - - 3.1 -

Net (1 oss) income after

cunmul ative effect of change

in accounting policy........ $0.2 $(15.5) $(14.2) $(34.4) $16. 2 $57.1 $39.0
Net (loss) incone per common

share and common share

equi val ent before cunul ative

effect of change in accounting

policy(d)
BaSi C.oooveee e 0.0 (0.18) (0.16) (0. 44) 0.27 0.92 0.83
Diluted..................... 0.0 (0.18) (0.16) (0. 44) 0.27 0.91 0.82
Net (1 o0ss) incone per commpn
share and common share
equi val ent after cunulative
effect of change in
accounting policy(d)
BasiC......ooviiiiiii.. 0.0 (0.18) (0.16) (0. 44) 0.27 0.97 0.83
Diluted. .................... 0.0 (0.18) (0.16) (0. 44) 0.27 0.96 0.82
Wei ghted average nunber of
comon shares and comon
share equival ents
out st andi ng(d)
Basic....................... 87.2 87.2 87.2 78.8 59.1 59.0 47.0

</ TABLE>
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<TABLE>

<S> <C <C <C> <C> <C> <C <C
Diluted ................... ... 87.5 87.2 87.2 78.8 59.5 60.0 47.6

Statement of Cash Flows Dat a:
Net cash provided by (used

in) operating activities...... $29.3 $24.8 $4.5 $58. 2 $40. 3 $103.7 $2.9
Net cash used in investing

activities.................... (10.2) (28.0) (71.2) (160. 6) (75.8) (328.2) (101.3)
Net cash (used in) provided

by financing activities....... (21.6) 58.9 72.5 103.8 34.7 225.3 102.3
O her Financial Data
Depreci ation and anortization.. $22.8 $20.6 $91.8 $82.1 $56. 1 $35.5 $25.5
Adjusted EBITDA(€)............. 28.3 13.0 132.9 77.2 82.1 112. 4 89.3
Bal ance Sheet Data:

As of February 28, As of Novenber 30,
2002 2001 2000 1999 1998 1997

Current assets |less current

liabilities(f)................ $81.7 $101.8 $16.5 $82. 4 $70. 1 $79.1
Fi xed assets, net.............. 764.7 779.5 803. 4 436. 1 408. 8 244. 4
Total assets................... 1,476.1 1,560.3 1,402.8 843. 4 877.0 457. 4
Long-term debt, including
current portion(g)............. 325.1 358.7 292.5 200. 7 221.2 2.6
Sharehol ders' equity........... 653.0 660.0 669. 4 408. 4 400. 6 348.0

</ TABLE>

(a) Totals may not add due to roundi ng.

(b) I'n 2001, in light of the increased worldwi de recognition of the Stolt
O fshore name, we determned that the val ue of our forner trade nane,
Conex, had been inpaired and recorded a charge to wite down the val ue of
the trade nare.

(c) In 2000, follow ng the acquisition of ETPM we inpl enented a reorganization
plan to renove duplicate capacity in the U K and Southern Europe, Africa
and the Mddl e East regions. W recorded $2.6 million of restructuring
costs in 2000 related to severance costs and the closure of facilities in
the UK and France. The renainder related to the introduction of common
information systens and processes across our conpany. In 1999, we carried
out a reorgani zation of our North Sea operations and closed offices in the
U K and Norway. Non-recurring costs prinarily relating to redundancy costs
of $1.6 nmillion were expensed in that year. In 1997 we recogni zed a SFAS
121 inpairnent loss of $4.2 mllion on certain subsea assets which were
unabl e to generate sufficient cash flowto support their net book val ue and
which were witten dow to their fair nmarket val ue.

(d) Al share data and per share data have been restated to reflect the
two-for-one stock split conpleted on January 9, 1998, the class A share
distribution on June 25, 1998 and the reclassification of class A shares to
conmon shares on a one-for-one basis on March 7, 2001.

(e) Adjusted EBITDA (net incone fromcontinuing operations before interest

expense, incone tax expense, depreciation and anortization expense,

i mpai rment of the Comex trade nane and the cunul ative effect of a change in
accounting policy and restructuring charges) is frequently used by
securities analysts and is presented here to provide additional information
about our operations. Adjusted EBITDA is not required by generally accepted
accounting principles and shoul d not be considered as an alternative to net
incone as an indicator of our operating performance or as an alternative to
cash flows fromoperations as a neasure of liquidity.

(f) Excludes current maturities of long-termdebt and capital |ease obligations
and short-termdebt due to affiliate.

(g) Includes capital |ease obligations and | ong-termdebt due to affiliate.
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MANAGEMENT' S DI SCUSSI ON AND ANALYSI S OF RESULTS
CF CPERATI ONS AND FI NANCI AL CONDI TION

H story and Devel opnent of Stolt O fshore

A publicly traded conpany since May 1993, we were established through
the merger of the businesses of two |eading diving support services conpanies,
Conex Services S A (Conex) and Stolt-N el sen Seanay A'S, which were acquired by
Stolt-Nelsen S A in separate transactions in 1992. At the tine of acquisition,
Conex was a | eadi ng worl dw de subsea services contractor, which pioneered
deepwat er saturation diving and subsea construction using both nmanned and
unmanned techni ques. Stolt-N el sen Seaway A/'S operated principally in the North
Sea and pi oneered the devel opnent and use of specially designed, technol ogically
sophi sticated diving support ships and ROVs to support operations in hostile
deepwat er envi ronnent s.

I'n August 1998, we acquired the Houston-based Ceanic Corporation, a
publicly traded subsea contractor, for approxinately $218.9 mllion. Ceanic
provi ded a range of subsea services and products to the offshore oil and gas
industry in the Qulf of Mexico and inland underwater services to donmestic and
governnental customers. Wth this acquisition we acquired a substantial fleet of
ships nostly designed for shall ow water work, ROVs and other rel ated
technol ogi es. Qur acquisition of Ceanic was strategically inportant in that it
provi ded significant operations in the Qulf of Mexico. These operations,
conbi ned wi th our deepwater technol ogy and knowhow, allow us to participate in
the grow ng deepwater construction market in the Qulf of Mexico and give us the
ability to build relationships with Houston-based oil and gas conpani es who
conduct much of their worl dw de business from Houston.

I'n Decenber 1998, we acquired the ROV business of Dol phin A'S for
approxi mately $16.9 mllion. This acquisition, which included 21 RO/s nostly on
long-termcontracts to Norwegi an oil conpanies, strengthened our position in the
ROV drill support market in Norway.

On Decenber 7, 1999, we conpleted a transaction to forma joint venture
entity, NKT Flexibles 1/S ("NKT"), a manufacturer of flexible flowines and
risers for the offshore oil and gas industry. W own 49%of NKT and the
remai ning 51%is owned by NKT Holdings A/S. The total consideration for our
share in the joint venture was $36.0 mllion funded partly by cash and partly by
class A shares. The class A shares were subsequently converted to common shares
on a one-for-one basis. This investment secures our supply of flexible products.

On Decenber 16, 1999, we acquired the French of fshore construction and
engi neering conpany ETPM S. A, a wholly owned subsidiary of Goupe GTIMS. A
Q oupe GTM was subsequently acquired by Goupe Vinci S A The total
consideration for this acquisition, including debt assuned, was approxi mately
$350.0 mllion, funded partly by cash and partly by the issuance of 6.1 mllion
class A shares. The class A shares were subsequently converted to common shares
on a one-for-one basis. The acquisition of ETPMprovided us with a strong market
position in Wst Africa, which is one of the fastest growi ng narkets for our
services. W al so gained significant engineering skills particularly in
concept ual engi neering and of f shore desi gn of both subsea structures and of
fixed and floating production platforns, in addition to a fleet of pipelay
bar ges, which broaden our range of pipelay capabilities.

On July 18, 2001, we acquired the Paris-based engineeri ng conpany
Ingerop Litwin fromVinci. On Septenber 4, 2001, we acquired a controlling
interest in the Houston-based engi neering conpany, Paragon Engi neering Services,
Inc. W paid a total of $16.7 mllion of cash for these two conpanies, $4.3
mllion of which in relation to the Paragon acquisition has been deferred until
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March 2005. These acqui sitions, by addi ng conceptual design and detailed
engineering skills, will enable us to better undertake all of the engineering
required on many of the |arge engineering, procurenent, installation and

commi ssion type contracts that we expect to come into the narket in the next few
years.
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The market for our services is dependent upon the success of
exploration and the level of investrment in offshore exploration and production
by the najor oil conpanies, which is cyclical in nature. There has been a
progressive increase in investnent in offshore exploration and production by the
naj or oil conpani es since 1999. It takes tine for the benefits of this
investment to flow through to the offshore construction sector. W expect to see
a continued expansion of demand in 2002 for the services that we provide, with
this trend continuing over the next few years.

Ship Wilization

The following table sets forth the average ship utilization by fiscal
quarter for our fleets of dynamcally positioned Deepwater Heavy Construction
shi ps, Light Construction and Survey ships and Trunklines, Barges and Anchor
ships. The utilization rate is calculated by dividing the total nunber of days
for which the ships were engaged in project related work in a quarter by 87.5
days per quarter or 350 days annual |y, expressed as a percentage. The renaining
15 days are attributable to routine maintenance.

% Wilization

Deepwat er Heavy Construction Ships

2001, .. 80% 85%  93% 94% 88%
2000. ... 69% 4%  T7% 93% 78%
1999, . oo 95% 92%  97% 75%  90%

2001, .o 43% 52% 85% 84% 66%
2000, . o 36% 42% 64% 49%  48%
1999, . oo 64% 62% 67% 54% 62%

Trunkl i nes, Barges and Anchor Ships

2001, .. 34% 47% 66% 75% 56%
2000. ... 31% 30% 36% 45% 35%
1999, . o 33% 33% 55% 40% 40%

Wilization of the Deepwater Heavy Construction fleet in 2001 was
hi gher than in 2000. This was due to growh in demand in the North Sea, Qulf of
Mexi co and West Africa, particularly on the ship-intensive drassol project.
Wilization in 2000 was |ower than in 1999, due in part to the non-availability
of the Seaway Condor and |ow utilization of the Seaway Pol ari s, because of poor
nmarket conditions in the U K and North Anerica. The poor market conditions in
2000 were nore pronounced for the Light Construction and Survey fleet and the
Trunkl ine, Barges and Anchor fleet.

W expect the denmand for our fleets to remain stable in 2002 due to a
sustai ned | evel of demand in our main operating narkets. The market growth in
2002 is primarily in Wst Africa in the formof large projects in which the
procurenent and engi neeri ng phases of those projects occupy the early years,
having little or no inpact on our fleet utilization.
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Resul ts of Qperations

The fol l owing tabl e shows annual net operating revenue and i ncone
before tax (after mnority interests) for each of our business segnents for the
past three fiscal years.

The Asia Pacific region includes all activities east of the Indian
sub-continent including Austral asia; the North Anerica region includes all
activity in Canada, the United States and Central
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Anerica; the Norway region includes all activities in Scandinavia and the Baltic

states; the SEAME region covers activities in Southern Europe and Africa, India
and the Mddle East; the South Anerica region incorporates activities in South
Anerica and the islands of the southern Atlantic Ccean; the U K region includes
all activities in the United Kingdom Ireland, Germany, Bel gium The Netherlands
and the northern Atlantic Ccean.

The Corporate segnent includes itens which cannot be allocated to one
particular region. These include the activities of Seaway Heavy Lifting Linmted
("SH."), ajoint venture with a subsidiary of the Russian oil conpany
Lukoi | - Kal i ni ngradnorneft plc ("Lukoil"); NKT; Serimer DASA a contract welding
services entity enpl oyed both onshore and of f shore by pipelay contractors; and
Par agon Engi neering Services, Inc. and Paragon Litwin S. A, which both provide
engi neering services for the offshore oil and gas industry. A so included in
Corporate are assets whi ch have global nobility including construction support
ships, RO/s and other assets that are used globally and therefore cannot be
attributed to any one region; and managenent and corporate services provided for
the benefit of the whole group, including engineering, finance and |egal
depart nents.

<TABLE>
<CAPTI ON>
Year Ended November 30,
2001 2000 1999
($ in millions)

<S> <C> <C> <C <C> <C> <C>
Net operating revenue % $ % %
Asia Pacific region.. 3.2 40.5 4.1 42.7 6.7
North Anerica region. 22.0 122.3 12. 4 156. 4 24.4
Norway region........ A 8.8 198.8 20.2 164.5 25.7
SEAME region. .........ouuuiuiuoan.. . 41. 4 444.9 45.2 57.1 8.9
South America region . 4.0 52.8 5.4 56. 4 8.8
UK region...............oiun. . 17.1 123.6 12.6 162.0 25.3
Corporate........... ..o, 3.5 0.5 0.1 1.6 0.2

Tot al 100.0 983. 4 100.0 640.7 100.0
Net (1 oss) incone before tax

(after mnority interests)

Asia Pacific region................ - - (14.9) (39.0) (5.0) (64.9)
North Anerica region............... (36.2) (565. 6) (21.2) (55.5) (6.1) (79.2)
Norway region...............ouuuuun. 11.7 182.8 3.0 7.9 15.8 205.2
SEAME region....................... 24.5 382.8 20.1 52.6 3.4 44.1
South America region............... 5.5 85.9 8.4 22.0 8.8 114.3
UK Tegion. .......oouiuieaennin... 1.3 20.3 (9.2) (24.1) 0.5 6.5
Corporate..............oouuiiunnn.. (0.4) (6.2) (24.4) (63.9) (9.7) (126.0)

Tot al 6.4 100.0 (38.2) (100.0) 7.7 100.0
</ TABLE>
Overal |

Net operating revenue increased to $1,255.9 mllion in 2001 from $983. 4
mllion in 2000 largely due to greater activity on major projects in the Qulf of
Mexi co and Vst Africa. During the year, the Arassol and Qul fstream projects

5o 112
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suffered fromproject delays, cost overruns and delays in settling variation
orders which negatively inpacted our results. The project delays also tied up
sone of our major construction assets reducing our capacity to participate in
the spot nmarket which can be significant in the second half of the year. Despite
these factors, the inproved market conditions resulted in an inprovenent in the
results before tax froma loss of $38.2 nillion last year to a profit before tax
in 2001 of $6.4 nillion.

I'n 2000, net operating revenue increased to $983.4 mllion from $640.7
mllionin 1999 largely as a result of the acquisition of ETPM the majority of
this increase was in Wst Africa. There were poor market conditions in the UK,
North Anerica and Asia Pacific and severe project delays in the North Sea in
quarter one due to adverse weather conditions. Poor project performance in the
North Sea and Asia Pacific also had a significant negative inpact on earnings.
The poor market conditions together with the interest expense incurred on
borrow ngs, which increased as a result of the ETPMacquisition, also

-21-

file//ICYDOCUME~1/mill§a/LOCALS-1/Temp/_view.htm

Project Number: 02-211
N:\Edgar\02-211\a886551 f-3a.txt

04/17/2002 12:10:32
Page 27

<PAGE>

contributed to a decrease in net income before tax (after nminority interests)
from$7.7 mllion in 1999 to net a | oss before tax (after mnority interests) of
$38.2 nillion in 2000.

Asi a Pacific Region

I'n 2001, net operating revenue renained stable at $39.4 nillion
conpared to $40.5 nmillion in 2000. W will continue to focus on our established
core business of shallow water pipelay and diving work nostly in Indonesia until
nore of the planned deepwater devel opnents for this region cone to the market,
but for 2002 it is likely that there will be a simlar level of activity as seen
in 2001.

Net operating revenue decreased from$42.7 nillion in 1999 to $40.5
mllion in 2000. This was due to a slight deterioration in the narket for ROVs
and in the Indonesian market in general.

I'n 2001, a break even result conpared to a net |oss before tax (after
mnority interests) of $14.9 nillion in 2000. The inproverment in 2001 was the
result of efforts carried out in 2000 to reduce the local fixed cost structure
and focus on the target niche narket, and the poor perfornmance in 2000 on two
projects in Indonesia was not repeated.

I'n 2000, the net |oss before tax (after nminority interests) of $14.9
mllion conpared to a net |oss before tax (after mnority interests) of $5.0
mllion in 1999. This loss largely resulted from poor project perfornmance on two
projects in Indonesia where unexpected soil conditions nmade the trenching of two
pipelines very difficult.

North Anerica Regi on

Net operating revenue increased from$122.3 mllion in 2000 to $276.7
mllion in 2001. Contrary to expectations, higher oil and gas prices did not
result in inproved nargins during 2001, although they did increase the |evel of
activity in the region with the pipelay project for QulfstreamNational Gas LLC
(a joint venture between Duke Energy and WIlians Conpanies) contributing to
this increase.

Al though there are a nunber of bids now coning into the market for
larger field devel opnents such as the BP Thunder Horse field, it is expected
that the activity level in the Qulf of Mexico in 2002 will reduce conpared to
2001 as the Qulfstreamproject is expected to be conpleted in the third quarter
of 2002. It is also anticipated that there will be sone slight strengthening of
nmargins for local business in 2002.
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Net operating revenue decreased from$156.4 mllion in 1999 to $122.3
mllion in 2000. The year was disappoi nting due to the very poor market
conditions in the Qul f of Mexico where activity levels were at a 30-year |ow due
to the depressed price for oil and gas for most of 2000.

Poor perfornmance on the Qul fstreamproject resulted in an increased net
| oss before tax (after mnority interests) in 2001 of $36.2 nillion conpared to
a net loss before tax (after mnority interests) in 2000 of $21.2 mllion.
Margins on other activity in the Qi f of Mexico have been increased by cost
reduction actions in 2000 and exiting non-profitable business. In 2000, poor
mar ket conditions resulted in a net |oss before tax (after mnority interests)
of $21.2 mllion, which conpared to a net |oss before tax (after minority
interests) in 1999 of $6.1 nillion.

Norway Regi on

Net operating revenue in 2001 was $110.6 mllion conpared to $198.8
mllion in 2000. The decrease was due to the absence of any major pipel ay
projects. In general, the market in Norway in 2002 will be simlar to 2001
al though the market for inspection, maintenance and repair work on produci ng
fields is one that continues to grow throughout the North Sea. As a result, a
strong profit performance is anticipated i n 2002.
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Net operating revenue in 2000 was $198.8 nillion conpared to $164.5
mllion in 1999. The increase in 2000 was due to inprovenents in the narket for
ROV services and additional projects undertaken as a result of the ETPM
acqui sition.

Net income before tax (after mnority interests) in 2001 was $11.7
mllion conpared to a net incone before tax (after mnority interests) of $3.0
mllion in 2000. This inprovenent was |argely due to the good performance on
subsea construction projects.

Net inconme before tax (after minority interests) in 2000 was $3.0
mllion conpared to $15.8 nillion in 1999. This decrease was largely the result
of project delays caused by adverse weather conditions early in the year.

SEAME Regi on

Net operating revenue has increased to $520.2 nillion in 2001 conpared
to $444.9 nillion in 2000. This increase is largely the result of the Grassol
project in Angola and traditional pipelay contracts on offshore projects in
N geri a.

V¢ expect to see the offshore market in Wst Africa nmore than double in
2002. Several new large field devel opments are due for award this year including
the ChevronTexaco Sanha Bonboco and Agbanmi projects, ExxonMbil Ehra and the
Total FinaH f Dahlia project.

Net operating revenue in 2000 of $444.9 nillion conpared favorably to
net operating revenue in 1999 of $57.1 nmillion. The increase was due to the
acqui sition of ETPM which has the najority of its activities in the SEAME
region.

Net income before tax (after mnority interests) was $24.5 nillion in
2001 conpared to $20.1 nillion in 2000 and $3.4 mllion in 1999. The increase in
2001 is due to successful progress on several najor turnkey projects, notably
Amanan, Hyundai South Pars and Triton La Cei ba.

Net inconme before tax (after mnority interests) in 2000 was $20.1
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mllion conpared to $3.4 mllion in 1999. The | ow net incone in 2000, and
particularly in 1999, reflect high procurenent content and winter contracts
undertaken at |ower nargins than woul d have been achi eved during the sumrer in
order to prevent vessels lying idle.

South America Regi on

Net operating revenue was down slightly at $50.5 mllion in 2001,
conpared to $52.8 mllion in 2000 and $56.4 mllion in 1999. The reduction in
net operating revenue was due prinarily to the expiry in early 2001 of a
long-termdiving contract in Argentina.

Revenue in 2002 is likely to stay flat although there are sone new
construction projects starting to emerge, such as the Bijupera and Sal ena fields
for Enterprise Gl plc and the Roncador and A bacora Leste fields for Petrobras.
It is not expected that these projects will have any effect before 2003.

Revenue in 2000 was inpacted by the currency deval uation in Brazil,
where sone of our revenues are in local currency, partially offset by
conpensati on from Petrobras under the contract and savings on | ocal costs, which
are al so denoninated in |ocal currency.

Net incone before tax (after minority interests) for 2001 of $5.5
mllion was a reduction from$8.4 nillion in 2000 and $8.8 million in 1999. The
fall in profitability was due to the expiry of the Argentina diving contract.

U K Region

Net operating revenue in 2001 was $214.7 nmllion, conpared to $123.6
mllion in 2000. The increase in revenue is due to the inproved market
conditions in the region. The market for 2002 in the U K region is expected to

remain simlar to 2001.
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I'n 2000, revenue decreased from$162.0 nillion in 1999 to $123.6
mllion in 2000. This was entirely due to the poor market conditions in the
region resulting froma slow recovery after a period of low oil prices and
consol i dati on anong our custoners whose capital expenditure plans were del ayed
as aresult.

The net incone before tax (after mnority interests) of $1.3 mllion
was an inprovenent conpared to the net |oss before tax (after mnority
interests) of $9.2 million in 2000. The increased market activity and the better
asset utilization largely explains this inprovenent.

The net |oss before tax (after nminority interests) of $9.2 mllion in
2000 deteriorated fromnet income before tax (after mnority interests) of $0.5
mllion in 1999 largely due to the reduced nmarket activity in the region, which
reduced margins and i npaired asset utilization.

Cor por at e

Corporate itens represent activities that are not directly attributable
to specific regions.

Net operating revenue in 2001 anounted to $43.8 nillion conpared to
$0.5 nillion in 2000 and $1.6 nillion in 1999. The increase largely results from
the acquisition of Paragon Engineering Services, Inc. and Ingerop Litwin, a
Pari s- based engi neering conpany.

Net |oss before tax (after ninority interests) for 2001 was $0. 4
mllion conpared to | osses of $24.4 nillion in 2000 and $9.7 nillion in 1999.
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The | osses result fromthe under recovery of interest expense and under
recoveries on asset utilization.

Depreciation and Arortization

Depreci ation and amortization in 2001 was $91.8 nillion, conpared to
$82.1 nmllion in 2000. The increase was due to a larger fixed asset base and the
writedown of certain small assets. Anortization of the goodw |l arising on the
acqui sition of Ceanic anounted to $5.0 million in 2001.

Depreci ation and anortization in 2000 of $82.1 nillion conpared to
$56.1 million in 1999. This increase was due |argely to the assets acquired with
ETPM Anortization of the goodw || on Ceanic amounted to $5.0 mllion in 2000.

Equity in Net Inconme of Non-Consolidated Joint Ventures

Equity in net income of non-consolidated joint ventures in 2001 was
$11.7 mllion, conpared to $5.8 nmillion in 2000 and $5.2 mllion in 1999. The
increase in 2001 was |largely due to the successful year for joint venture
operations in the North Sea.

The increase in 2000 over 1999 was |argely due to the Mar Profundo
Grassol joint venture that is included in the SEAMVE region.

Adnini strative and General Expenses
Adnministrative and general expenses in 2001 were $64.0 mllion,
conpared to $60.9 mllion and $51.8 nillion in 2000 and 1999, respectively. The

increase in 2001 was largely due to the acquisitions of Paragon and Litwin.

The increase in 2000 over 1999 was |argely due to the full year effect
of the ETPM acqui sition.

I mpai rment and Restructuring Charges

In 2001, in light of the increased worldw de recognition of the Stolt
O fshore narme, we determined that the value of the former Comex trade nane had
been inpaired and recorded a charge of $7.9 mllion inits results of operations

for the wite-down of the trade nare.
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During 2000, follow ng the acquisition of ETPM we inplenented a
reorgani zati on plan to remove duplicate capacity in the UK and SEAME regi ons.
The costs associated with closing ETPMs U K offices were $1.0 nillion after
tax, and were capitalized as adjustnents to the purchase price of ETPM A
further $0.9 mllion was incurred for redundancies in the U K In France,
redundancy costs of $1.7 mllion were incurred to close our Marseille office.
Finally, costs of $0.7 mllion were incurred to integrate systens and
st andar di ze processes across our enl arged operations. Al redundancy,
integration and | ease costs have been fully paid, and there is no outstanding
provision for such costs at Novenber 30, 2001.

Non- oper ati ng (Expense) |ncone
Net Interest Expense

I'n 2001, net interest expense decreased to $26.8 nillion from $30.0
mllion in 2000. This decrease was due prinarily to reductions in interest rates

during the year.

I'n 2000, net interest expense increased to $30.0 nmillion from $16.7
mllion in 1999. This increase resulted prinarily fromthe acquisition of ETPM
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which was partly debt financed.
QG her I ncone, Net

I'n 2001, we recogni zed other non-operating i ncone of $2.3 million. This
primarily related to a gain of $1.2 nillion on the sale of the assets of Hard
Suits Inc., a specialized diving conpany.

I ncone Tax Provision (Benefit)

W recorded a net tax charge of $20.6 million in 2001, conpared to a
net tax benefit of $3.8 mllion in 2000, and a net tax benefit in 1999 of $8.5
mllion.

In 2001, the tax charge largely resulted fromwithhol ding taxes inposed
by tax authorities in certain territories in Wst Africa which had hi gher
revenue in 2001 than in previous years. Additionally, in the current year, we
did not recognize a deferred tax asset for the losses in the North Arerica
Regi on as had been done in previous years.

Partially offsetting these itens was the rel ease of a portion of the
deferred tax liability for accelerated U K shipping allowances as a result of
the U K shipping conpanies electing to join the U K tonnage tax regine.

The tax credit in 2000 largely resulted frompoor results in the North
Sea and North Anerica where deferred tax assets were recogni zed.

The tax credit in 1999 nainly resulted fromthe di sappointing year in
the North Anerica regi on, where substantial pre-tax |osses were recogni zed.

Share Capital and Earnings Per Share

On March 7, 2001, a previously announced share reclassification became
effective. The objective of the reclassification was to create a sinplified and
nore transparent share capital structure to give all sharehol ders a vote on all
matters and to increase the liquidity of the common share public float by sone
50% The previously outstanding non-voting Stolt Ofshore class A shares were
recl assified as conmon shares on a one-for-one basis.

As a result of this reclassification, we had outstanding 70.2 nillion
common shares and 34.0 nillion class B shares (which are econonically equival ent
to 17.0 mllion conmmon shares and are all owned by SNSA) for a total of 87.2
mllion conmon share equival ents. The reclassification did not change the
under | yi ng economi ¢ interests of existing shareholders or the nunber of shares
used for earnings per share purposes.
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Liquidity and Capital Resources

Qur primary liquidity needs are to fund working capital, capital
expendi tures and drydock costs. Qur principal sources of funds have been cash
generated from operations, borrow ngs fromcomrercial banks, SNSA and the
i ssuance of share capital.

Qur principal credit facility is a $440 nillion Secured Milti-Qurrency
Revolving Facility (referred to as the "Secured Oredit Facility") with a
syndi cate of Banks, the |ead banks bei ng Den norske Bank ASA, Banc of Anerica
LLC, Salonon Brothers International Limted, HSBC Bank plc and | NG Barings LLC

The Secured Credit Facility was entered into on Septenber 22, 2000, and
is afive-year revolving credit facility which reduces to $385 nillion on August
31, 2002 and $330 million on August 31, 2003. The interest rate on outstandi ng
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debt is based on the ratio of our debt to earnings before interest, taxes,
depreciation and anmortization. The interest charge will range fromO0.75%to

1. 75%over the London InterBank Cffer Rate, commonly known as LIBCR Debt under
the Secured Oredit Facility is secured by a first nortgage on certain of our
shi ps and bar ges.

As of Novenber 30, 2001, we had available bank facilities of $485.9
mllion, of which $340.2 mllion were utilized. As of March 31, 2002, we had
avai | abl e bank facilities of $485.9 nillion of which $378.5 mllion were
utilized. O the bank facilities utilized, $335.0 nillion was classified as
| ong-term debt .

Net cash provided by operating activities was $4.5 m|lion during 2001
conpared to $58.2 nillion in 2000. |nproved operating performance in 2001 was
largely offset by a build up in working capital, particularly unbilled
recei vabl es fromcustomers, where under the terns of the contract, invoices
cannot yet be raised. Average accounts receivable increased to 125 days at
Novenber 30, 2001 from 111 days at Novenber 30, 2000. Accounts payabl e days of
134 days at Novenber 30, 2001 conpared to 131 days in 2000.

Net cash provided by operating activities during 2000 was $58.2 nillion
conpared to $40.3 nillion in 1999. Average accounts receivabl e days outstandi ng
decreased slightly to 111 days at Novenber 30, 2000 from 113 days at Novenber
30, 1999. Average accounts payabl e days outstanding of 131 days at Novenber 30,
2000 conpared to 91 days in 1999.

The ot her year to year fluctuations in cash fromoperating activities
are due to fluctuations in net operating incone as di scussed under "Results of
Qperations" on page 20.

Net cash used in investing activities in 2001 was $71.2 nillion
conpared to $160.6 nillion in 2000. In 2001, the acquisition of Paragon and
Litwin accounted for $0.1 nillion, net of cash acquired, $62.9 nillion was used
to purchase fixed assets, $26.1 mllion was paid in respect of investnents in
non-consol i dated joint ventures and dividends of $12.2 mllion were received
from non-consol i dated joi nt ventures.

Net cash used in investing activities in 2000 was $160.6 nillion
conpared to $75.8 million in 1999. In 2000, $111.2 million, net of cash
acquired, was paid to acquire ETPM and 49%of NKT, $61.7 mllion was used to
purchase fixed assets and $6.9 mllion was paid in respect of investnents in
joint ventures. Partially offsetting these expenditures was $19.2 nillion for
the proceeds fromthe sale of fixed assets. Net cash used in investing
activities in 1999 was $75.8 nillion. The $90.9 nillion paid to purchase fixed
assets was partially offset by dividends fromjoint ventures of $11.6 mllion
and proceeds fromsales of fixed assets of $2.8 mllion.

Net cash provided by financing activities in 2001 was $72.5 nillion,
conpared to $103.8 nillion in 2000 and $34.7 nillion in 1999. In 2001, this was
conposed of an increase in long-termdebt of $70.0 nillion, a $3.3 mllion
addi tional drawdown on short-termfacilities, a $2.6 nillion decrease of
restricted cash and a $3.8 nillion repaynent of capital |ease obligations. In
2000, net cash provided by financing
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activities mainly conprised the proceeds of $199.8 nillion fromthe issuance of
19, 775,223 class A shares for further investment from SNSA; a net increase in
long-termdebt of $14.4 nillion was of fset by the $104.3 nillion repaynent of
short-termfacilities nost of which were assuned through the acquisition of

ETPM the $5.4 nillion repaynent of capital |ease obligations; and a $2.6
mllion increase in restricted cash. In 1999, the net cash provided by financing
activities mainly conprised an increase in long-termdebt of $32.6 mllion, $5.6
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mllion additional drawdown on short-termfacilities, $1.0 mllion increase of
restricted cash and $3.1 mllion repayment of capital |ease obligations.

I'n February 2002, our indirect wholly owned subsidiary purchased
249, 621 shares fromNKT at a guaranteed price of $13.65 per share for a total of
$3.4 nillion. In May 2002, our indirect wholly owned subsidiary, Stolt O fshore
Investing Ltd., will purchase 6, 142, 847 shares fromVinci at market value, and
we will pay to Vinci the difference between that aggregate market val ue and the
guar ant eed aggregate price of $113.6 mllion. This repurchase will be treated as
a reduction in sharehol ders' equity. During 2002, we al so expect to make capital
expendi tures of about $61.9 mllion of which approximately $15.1 nillion was
committed at Novenber 30, 2001. In January 2002, we exercised the early purchase
option on a hire purchase arrangenent for two ships for $23.6 nillion. Expected
debt service is $25.1 mllion for the year 2002. Based on the current |evel of
activity, cash provided fromoperations is expected to be about $112 nillion,
which results in a funding requirenment of about $116 mllion. This funding
requirement will be net through the use of existing credit facilities, sale of
treasury shares and the issuance of new conmon shares offered by this
pr ospect us.

The following table sets forth our contractual obligations and ot her
commercial coomitnents as at Novenber 30, 2001:

Less
t han 1-3 4-5 After
Total 1 year years years 5 years
($in nillions)
Contractual obligations
Long-termdebt.................. 335.0 - 5.0 330.0 -
Capital |ease obligations....... 23.7 23.7 - - -
Qperating leases................ 103. 6 25.8 38.4 25.1 14.3
Total ............ 462. 3 49.5 43. 4 355.1 14.3
Q her comrerci al
comm t nent s

Perf ormance guarantees.......... 418.2 263.3 99.0 44.5 11. 4

Ml ti-CQurrency Activities

Qur reporting currency is the U S dollar. The mgjority of net
operating expenses are denominated in the functional currency of the individual
operating subsidiaries. The U'S. dollar is the functional currency of the nost
significant subsidiaries within the Asia Pacific, North Arerica, SEAME and South
Anerican regions. In the Norway and U K regions, the functional currencies are
the Norwegi an kroner and the British pound, respectively.

W enter into forward exchange and options contracts to hedge capital
expendi tures and operational non-functional currency exposures on a continuing
basi s for periods consistent with our coomtted exposures. W& do not engage in
currency specul ation.

Mar ket R sk

W are exposed to narket risk, including changes in interest rates and
currency exchange rates. To manage the volatility relating to these exposures on
a consol i dated basis, we enter into derivative instruments to hedge currency
exposures in accordance with our policies. The financial inpact of these
instrunents is offset by correspondi ng changes in the underlying exposures bei ng
hedged. W do not hold or issue derivative instruments for tradi ng purposes.
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Qurrency Rate and Interest Rate Exposure

Qur exposure to currency rate fluctuations results fromour net
investnents in foreign subsidiaries, primarily in the UK, Norway, France and
Brazil, and fromour share of the local currency earnings in our operations in
the UK, Norway and SEAME V¢ are al so exposed to fluctuations in several other
currencies resulting fromoperating expenditures and one-off liabilities.

Qur currency rate exposure policy prescribes the range of allowable
hedging activity. W primarily use forward exchange contracts. W& do not use
derivative instruments to hedge the val ue of investments in foreign
subsi di ari es.

Qur exposure to third-party interest rate fluctuations results
primarily fromfloating-rate short-termlines of credit as well as floating-rate
long-termrevolving credit facilities tied into LIBOR

W use a value-at-risk ("VAR') nodel to estinmate the nmaxi num potenti al
loss on financial instrunents that could occur from adverse novenents in either
interest rates or foreign exchange rates, which uses a variance/covariance
nodel i ng techni que. The VAR nodel uses historical foreign exchange rates and
interest rates to estinmate the volatility and correlation of these rates in
future periods. It estimates a potential one-day loss in the fair market val ue
of the instrunents using statistical nodeling techniques and includi ng
substantially all market risk exposures, specifically excluding joint venture
i nvestnents. The VAR nodel estimates were nade assum ng nornal market conditions
and a 95% confidence | evel.

The 95% confi dence | evel signifies our degree of confidence that actual
| osses woul d not exceed the estinated | osses shown in the table bel ow The
anounts shown here disregard the possibility that interest rates and foreign
currency rates could nove favorably. The VAR nodel assumes that all movenents in
these rates woul d be adverse. Actual experience has shown that gains and | osses
tend to offset each other over tine, and it is highly unlikely that we could
experience | osses such as these over an extended period of tine. These anounts
shoul d not be considered to be projections of future |osses, since actual
results may differ significantly depending upon activity in the global financial
nar ket s.

The fair value | osses shown in the table bel ow have no inpact on our
results or financial condition.

(in mllions)
As of Novenber 30

2001 2000

$ $
Interest rates 0.4 1.3
Forei gn exchange rates 0.9 1.1

A di scussion of our accounting policies for financial instrunents is
included in Note 2 to the Consolidated Financial Statenents, and discl osure
relating to the financial instrunents is included in Note 23 to the Consol i dated
Fi nancial Statenents.

Oitical Accounting Policies

Qur significant accounting policies are described in Notes 2 and 10 to
the Consolidated Financial Statenents. W believe that the follow ng policies
are the critical accounting policies as they may invol ve a high degree of
j udgnent and conpl exi ty.

Revenue Recognition

A significant portion of our revenue is derived fromlong-term
contracts and i s recogni zed using the percentage-of - conpl eti on accounting
net hod. Under the percentage-of -conpl eti on nethod, estimated contract revenues

are accrued based on the ratio of costs incurred to date to the total estimated
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costs, taking into account the |evel of estimated physical conpletion.
Managenent reviews these estimates nonthly and revenue and gross profit are
recogni zed each period unless the stage of conpletion is insufficient to enable
a reasonably certain forecast of revenue to be established. S nce the financial
reporting of these contracts depends on estimates, which are assessed
continually during the termof these contracts, recognized revenues and profit
are subject to revisions as the contract progresses to conpletion. Revisions in
profit estimates are reflected in the period in which the facts that give rise
to the revision become known. Accordingly, favorable changes in estinates result
in additional revenue and profit recognition, and unfavorable changes in
estimates result in a reduction of recognized revenue and profits. These changes
may be significant depending on the size of the project or the adjustnent. Wen
estimates indicate that a loss will be incurred on a contract on conpletion, a
provision for the expected loss is recorded in the period in which the |oss
becores known.

A major portion of our revenue is billed under fixed-price contracts.
However, due to the nature of the services performed, variation orders are
commonly billed to the custoners in the nornmal course of business and are
recogni zed as contract revenue only after agreement fromthe custoners has been
reached on the scope of work and fees to be charged. Variation orders often
arise during the life of a contract and estimated revenues and costs are
adj usted for change orders that have been approved as to scope and fees.

Recogni tion of Provisions for Legal dains, Suits and Conplaints

In the ordinary course of business, we are subject to various clains,
suits and conpl ai nts. Managenent, in consultation with internal and external
advisers, will provide for a contingent loss in the financial statenents if the
contingency had been incurred at the date of the financial statements and the
amount of the | oss can be reasonably estimated. In accordance with SFAS No. 5,
"Accounting for Contingencies" if we have deternined that the reasonabl e
estimate of the loss is a range and that there is no best estimate within the
range, we will provide the |ower amount of the range. The provision is subject
to uncertainty and no assurance can be given that the amount provided in the
financial statements is the anount that will be ultimately settled. Qur results
nmay be adversely affected if the provision proves not to be sufficient. The
notabl e I egal clains nade against us are discussed fully in Note 22 to the
Consol i dated Financial Statenents and are surmmarized bel ow

Cof lexip S. A has comenced | egal proceedi ngs through the U K Hgh
Court against three of our subsidiaries claimng infringement of a certain
patent held by Coflexip relating to flexible flowine |aying technology in the
Uni ted Ki ngdom Judgnent was rendered on January 22, 1999 and January 29, 1999.
The di sputed patent was held valid. W appeal ed and the Appeal Court maintai ned
the validity of the patent and broadened its application conpared to the H gh
Court decision. W have applied for | eave to appeal the Appeal Court decision to
the House of Lords, which has now been deni ed. During 2001, Coflexip submtted
an anended claimto damages claining lost profits on a total of 15 projects. In
addition, there is a claimfor alleged price depreciation on certain other
projects. The claimis for approxinmately $89 mllion, up fromapproxi nately $14
mllion claimed previously, plus interest, |egal costs and a royalty for each
tinme that the flexible lay systemtower on the Seaway Fal con was brought into
UK waters. W estimate that the total claimw |l be of the order of $115
mllion. In the alternative, Coflexip clains a reasonable royalty for each act
of infringement, interest and | egal costs. Coflexip has not quantified this
claim but it will be considerably less than the claimto lost profits. W, in
consul tation with our advisers, have assessed that the range of possible
out cones for the resolution of damages is $1.5 mllion to $115 mllion and have
determned that there is no amount within the range that is a better estinate
than any other anmount. Consequently, in accordance with Statenent of Financial
Accounting Standards No. 5, Accounting for Contingencies, we have reserved $1.5
mllion in the financial statenents, being the | ower anount of the range.
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I'n Septenber 1999, we term nated our charter of the ship, Toisa Puna,
for default. W are currently in arbitration with the owners who are contesting
that the termnation was wongful. During 2001, the owner has quantified his
claimto approximately $8 nillion. W have di sputed the nagnitude
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of the claimin relation to lack of instigation, |lack of cost savings and | ack
of actual loss for parts of the claim In addition, we have a counterclaim
related to the breakdown of the ship. In consultation with our advisers, we have
assessed the range of possible outconmes for the resolution of damages with the
upper anount being $8 nillion. W have deternmined that there is no anount within
the range that is a better estinmate than any other anount. Consequently, in
accordance with SFAS No. 5, we have provided in the financial statenents an
anmount to cover the liability for damages which is at the | ower anount of the
range. The amount of such liability is neverthel ess uncertain and no assurance
can be given that the provided anount is sufficient.

I ncome Taxes

W account for income taxes in accordance with SFAS No. 109, "Accounting
for Income Taxes" which requires that the deferred tax assets and liabilities be
recogni zed using enacted tax rates for the effect of tenporary differences
bet ween book and tax bases of recorded assets and liabilities. SFAS No. 109 al so
requires that the deferred tax assets be reduced by a valuation allowance if it
is more likely than not that some portion or all of the deferred tax asset will
not be realized.

As at Novenber 30, 2001 and 2000, we had deferred tax assets in excess
of deferred tax liabilities of $52.0 mllion and $7.9 mllion, respectively. For
the reasons cited bel ow, as at Novenber 30, 2001, managenent deternined that it
is nore likely than not that $13.0 mllion and $13.7 nillion, respectively, of
such assets will be realized, resulting in a valuation allowance of $57.1
mllion and $21.0 mllion, respectively. W evaluate quarterly the realizability
of our deferred tax assets by assessing our valuation allowance and by adjusting
the anount of such allowance, if necessary. The factor used to assess the
likelihood of realization is our forecast of future taxable income. Factors that
may affect our ability to achieve sufficient forecasted taxabl e income include,
but are not limted to, the follow ng: increased conpetition, a decline in sales
or margins or |oss of market share.

I npl enent ati on of SFAS No. 133

Ef fective Decenber 1, 2000, we adopted Statenent of Financial
Accounting Standards ("SFAS') No. 133, "Accounting for Derivative Instrunents and
Hedgi ng Activities", as amended, which requires that all derivative instrunents
be reported on the bal ance sheet at fair value and establishes criteria for
desi gnation and ef fectiveness of hedging rel ationships. The inpact of adopting
this standard on Decenber 1, 2000 was to increase forward contract liabilities
by $4.9 mllion and forward contract assets by $2.7 mllion, with an offsetting
amount of $2.2 mllion recorded in other conprehensive incone.

I mpact of New Accounting Standards

I'n July 2001, the Financial Accounting Standards Board ("FASB') issued
SFAS No. 141, "Business Conbi nations” and SFAS No. 142, "Coodw || and Q her
I ntangi bl e Assets". SFAS No. 141 applies to all business conbinations with a
closing date after June 30, 2001 and elimnates the pooling-of-interests nethod
of accounting and further clarifies the criteria for recognition of intangible
assets separately fromgoodwi I |. SFAS No. 142 elimnates the anortization of
goodwi I | and indefinite-lived intangible assets and initiates an annual review
for inpairment. ldentifiable intangible assets with determnable useful |ives
will continue to be anortized. The anortization provisions apply to goodw || and
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to other intangible assets acquired after June 30, 2001. Coodwi || and ot her

i ntangi bl e assets acquired prior to June 30, 2001 will be affected upon
adoption. W will adopt SFAS No.142 for the fiscal year conmenci ng Decenber 1,
2002 which will require us to cease anortization of our renaining net goodwil |
bal ance and performan inpairment test of our existing goodwi |l based on a fair
val ue concept. W have not determned the inpact that these statements will have
on goodwi || and other intangible assets or whether a cumul ative effect

adj ustnent will be required upon adoption to reflect the inpairnent of
previously recogni zed goodw | | and other intangible assets.
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I'n June 2001, FASB issued SFAS No. 143, "Accounting for Asset Retirenent
Cbligations". SFAS No.143 requires that the fair value of a liability for an
asset retirenent obligation be recognized in the period in which it is incurred
if a reasonable estimate of fair value can be made. The associ ated asset
retirenent costs are capitalized as part of the carrying amount of the
long-lived asset. Changes in the liability for an asset retirement due to the
passage of tine shall be recognized as an increase in the carrying anount of the
liability and as an operating expense in the statenent of operations. SFAS
No. 143 is effective for fiscal years beginning after June 15, 2002. W do not
anticipate that adoption of SFAS No.143 will have a naterial inpact on our
results of operations or our financial position.

I'n August 2001, the FASB issued SFAS No. 144, "Accounting for the
I mpai rment or Disposal of Long-Lived Assets". SFAS No. 144 superseded SFAS
No. 121, "Accounting for the Inpairment of Long-Lived Assets and for Long-Lived
Assets to be Disposed O." SFAS No. 144 prinarily addresses significant issues
relating to the inplenmentation of SFAS No. 121 and devel ops a single accounting
nodel for long-lived assets to be di sposed of by sale that is consistent with
the fundanental provisions of SFAS No.121. SFAS No. 144 is effective for fiscal
years beginning after Decenber 15, 2001. W currently have no plans to dispose
of any operations and, accordingly, do not anticipate that adoption of SFAS
No. 144 will have a material inpact on our results of operations or our financial
posi tion.

BUSI NESS
Over vi ew

W are one of the largest offshore services contractors in the world.
W design, procure, build, install and service a range of of fshore surface and
subsurface infrastructure for the global oil and gas industry. W specialize in
creating and applying innovative and efficient solutions in response to the
technical conplexities faced by offshore oil and gas conpanies as they explore
and devel op production fields in increasingly deeper water and nore denmandi ng
of fshore environnments. Qur revenues for the year ended Novenber 30, 2001 were
approxi mately $1.3 billion, and our order backlog on February 28, 2002 was over
$1.6 billion.

W provide services and products that add val ue for our custoners at
al | phases of offshore oil and gas field exploration, devel opnent and
production. W survey the seabed and provi de other support services for drilling
test holes during the exploration phase. Wen a field is being devel oped, we
apply our technical expertise and know edge of regional conditions to offer
conceptual and engineering designs for the field. W also procure or fabricate
and install equipnent used in field devel opnent. This equi pnent includes the
above-wat er topsides and platforns used for processing recovered oil and gas,
vel | heads, pipelines and electrical and hydraulic cables, known as unbilicals,
that are used to control subsea wells. The pipelines are used to transport oil
and gas underwater and to the production and processing facilities at the
surface. They nay be steel pipe, referred to as rigid pipe, or of a bonded
structure, referred to as flexible pipe, depending on technical requirenents,
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and nmay be narrow (flowines) or wde (trunklines) depending on production

vol umes and pressure. W al so conbi ne our design and fabrication expertise to
manage the building of floating facilities that process, store and offload oil
(known as FPSGs) which are used in very deep water where a platformor topside
woul d be inpractical. During the tine that the field is producing oil or gas, we
inspect, maintain and repair this equipnent. Onhce the field has been depl et ed
and is to be abandoned, we provide field deconm ssioning services which include
the renoval of offshore structures and equi pnent.

W are one of only a few conpanies that can offer a full range of
of f shore devel opnent and construction services on a truly global basis. Qur
wor | dwi de operations are nmanaged through six regional offices which are in
Aberdeen and Stavanger for North Sea operations, Nanterre for operations in
southern Europe, Africa and the Mddle East, Houston for North America, Mcae
Gty in Brazil for South
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Anrerica and in Jakarta for the Asia Pacific region. W have operated in nore
than 60 countries and currently operate in over 34 countries.

W provide our conceptual design and engi neering services for all
regi onal operations through our offices in Houston, Texas and Nanterre, France.
W enpl oy approxi mately 500 engi neers worl dwi de. W assenbl e and construct
of fshore infrastructure equipnent at our fabrication yards in N geria and
Angol a. W have a world class fleet of highly specialized ships, barges and
unnmanned underwater renotely operated vehicles, or ROVs, deployed in the world's
nmaj or of fshore oil and gas exploration regions, including:

o] 9 construction support ships;

o] 4 flowine lay ships;

o 5 survey/inspection, repair and naintenance ships;
o 12 anchored construction and mai ntenance ships;

o] 7 heavy lift ships and pipel ay barges;

o] 4 tugs and other ships;

¢} 102 ROvs; and

(o] 13 hardsuits for manned dives.

The engineering and construction of new offshore oil fields, which
typically lasts more than one year, accounts for approxi mately 70% of our
revenues while work related to the inspection, repair and maintenance of oil and
gas fields throughout their tine in production accounts for the remaini ng 30% of
revenues.

Qur services cover all phases of offshore oil and gas operations, from
expl oration to decomm ssioning. W offer our products and services through the
follow ng lines of business:

o] The Pipelay and Engi neering, Procurenent Installation and
Comi ssioning (EPI Q) business line involves offshore fields
where platforns are part of the infrastructure or where there
is alarge dianmeter pipeline or a major offshore el enent of
pi pel i ne work. These activities may include platformdesign
and fabrication or tieback projects, which involve pipel ayi ng
or pipeline procurenent to connect a new production well to an
exi sting structure.
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o] The Subsea Construction business |ine involves projects where
there may be one or nore of the follow ng el enents: well
control unbilical laying; burying rigid or flexible pipelines
in the seabed to protect and insulate them (trenching); |aying
flexible pipelines; installing short pipes that connect other
pi pelines (junpers); and/or hyperbaric welding (whichis
wel ding perforned in a dry atnmosphere in an underwat er
chanber) .

o The Deepwat er Devel opnent business |ine involves |arge or
conpl ex of fshore projects where we have sone infl uence over
the architecture of the oil or gas infrastructure and coul d
include the design, manufacturing and installation of
flowines, production risers and other subsea structures.

(o] The Floating Production business |ine involves the design and
managenent of the building of FPSGs for use in very deep
wat er .
-32-
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o] The Regional Services business |ine handl es | ocal business
proj ects including seabed survey and positioning for drill rig
I ocation or defining pipeline routes engineering studies,
drilling support, shallow water pipelay or inspection, repair
and mai nt enance operations.

V¢ al so provide field deconm ssioning services at the end of the
working life of an offshore oilfield.

W offer heavy |ift floating crane services through a joint venture
conpany, SHL. SHL charters the heavy lift barge Stanislav Yudin froma
subsidiary of our indirect joint venture partner in SH, Lukoil. W also
manuf acture flexible flowines and dynanic flexible risers (which are flexible
pipelines fromthe sea floor to the surface) through the joint venture conpany
NKT, in which we have a 49%interest. The renai nder of the joint ventures in
whi ch we have interests have been forned, either with a national oil conpany,
such as Sonangol in Angola or Socar in Azerbaijan, or on a project-specific
basi s to enhance the range of services provided to the custoner. W typically
have interests ranging from25%to 55%in these joint ventures.

Mar ket Dynami cs

W are positioned as a conprehensive service provider to the gl obal
of fshore oil and gas industry. This narket sector is attractive to us because:

o] W expect continued growth in our najor narkets. Qur own market
research indicates that demand for the of fshore services we of fer
coul d grow by up to 50% bet ween 2001 and 2002 and up to an
addi ti onal 43% between 2002 and 2004. W& expect that nuch of this
growth will come from deepwater devel opnents in Wst Africa and
the Qul f of Mexico. Douglas Wstwood' s "The Wrld Deepwat er
Report 111" predicts annual gl obal deepwater capital expenditure
will increase from$5 billion in 2000 to $10 billion by 2005. Ve
are poised to benefit fromthis expected increase in demand.

o] Deepwat er devel opnents have uni que characteristics. The
devel oprent of deepwater oil and gas reserves is technically
chal | engi ng. Accessing the field often requires subsea
construction and nai ntenance work in an environnent of high
pressure and difficult currents. Deepwater projects are typically
of a larger scale and |onger duration than conventional offshore
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projects, making themless sensitive to short-termfluctuations
inthe price of oil and gas and providing foreseeabl e revenue for
service contractors and investors.

o Speci al i zed construction equipnent is in linmted supply. Ve
expect that demand for the kind of specialized construction
support ships and barges we operate to increase with the
devel oprent of deepwater reserves. The existing world fleet of
this type of asset is currently enployed at high utilization
rates and, to our know edge, there are no additional specialized
construction ships currently on order, creating the opportunity
for increasing contract margins.

o Subsea technol ogy is beconing nore inportant. The trend toward
devel opi ng reserves in deeper waters requires the use of subsea
technol ogy. In addition, when devel oping a new oil or gas field,
whet her in deep or shallow waters, it is often nore econonical to
tie back new subsea wel | heads to existing production facilities.
This provides opportunities for subsea contractors such as Stolt
G fshore. Similarly, offshore inspection, repair and naintenance
services are increasingly dependent on the efficient deploynent
of subsea equi prent.
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o Demand is growing for turnkey project capabilities. Gl and gas
conpani es are increasingly outsourcing the design and
construction of |arge deepwater projects. The breadth of services
required to undertake all aspects of the engi neering,
procurenent, installation and conm ssioning of major projects,
known in the industry as EPIC, has linited the nunber of
conpani es that have the resources to conpete for these projects.

Strategi c Acquisitions

V¢ have historically had a strong position in the North Sea since
of fshore oil exploration started there in the early 1970s, as well as in Brazil
dating fromthe same tine. In 1998, we enbarked on a strategy to address
changi ng nmarket dynam cs by expanding our service offering and strengtheni ng our
market position in the high growth narkets of Wst Africa and the Qulf of
Mexi co. I'n 1998, we acquired Ceani c Corporation which gave us a strong presence
inthe aulf of Mexico market and the ability to build relationships with
Houst on-based oil and gas conpanies. In 1999, we purchased ETPM which
significantly enhanced our strength in the Wst African narket, and we acquired
a 49%interest in the NKT joint venture, which secures our supply of flexible
flow ines. In 2001, we acquired Ingerop Litwin, now called Paragon Litwin, and a
controlling interest in Paragon Engi neering Services to strengthen our
engi neering capabilities. W now have the necessary engineering, construction
and technol ogi cal assets to undertake all aspects of EPIC projects for virtually
any new of fshore oil and gas field in each of the major offshore narkets. W
believe that we are well positioned to continue to capture a |arge portion of
this market and have assenbl ed an asset base that can support annual revenues
wel | in excess of those in 2001 w thout naking additional investnents.

Conpetitive Strengths

V¢ believe we are well positioned to execute our strategy as a result
of the follow ng conpetitive strengths:

o W offer a full range of global offshore devel opnent and
construction services. & are able to supply a full conpl enent of
services for the devel opnent of offshore oil fields in each of
the major offshore markets. Only three of our conpetitors have a
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simlar range of services, while a nunber of other conpetitors
offer a nuch nore limted range in a limted nunber of geographic
mar ket s.

o W own or charter an inpressive array of offshore assets. W
bel i eve that we have the largest fleet of sophisticated deepwater
construction assets in the world, sone of which are capabl e of
operating at water depths of up to 2,500 neters. These assets
position us for premumcontracts and give us the capability to
execut e highly conpl ex and demandi ng proj ects.

o W possess innovative deepwater technol ogi es and uni que
experience in deepwater devel opments. W& have a long history of
i nnovation and devel opnent of new technol ogi es that have
contributed significantly to the evolution of the offshore oil
and gas industry. Particular strengths include our deepwater
construction techniques, including deepwater pipeline |aying and
unbi licals, renote intervention technol ogi es and aut omat ed
vel di ng systens. W believe our custoners val ue our experience
wi th groundbreaki ng projects such as the Total FinaB f Q rassol
and the Anerada Hess La Ceiba projects.

o] W nai ntai n geographical |y diverse operations. W can fol | ow
maj or custoners wherever they operate, maximze the use of our

assets and transfer
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know edge gai ned frommarket to market. W& have operated in
nore than 60 countries and currently operate in over 34
countries.

o W are a narket |eader in offshore West Africa. Wst Africais
expected to be the highest growth market for |arge deepwater
devel oprents. W& have won 7 of the 21 nost recent projects wth
revenues greater than $100 nillion that we have bid for in Vst
Africa in the past four years. These projects represent 34% of
the total revenue of the 21 projects. The experience gai ned from
these projects, our historical connection with the area and our
onshore fabrication facilities in N geria and Angol a position us
to take advantage of future opportunities in this market.

Recent Devel opnent s

For the first quarter of 2002, we reported a net profit of $0.2
mllion, or approximately a break-even result per share, on net operating
revenue of $294.1 nillion, conpared with a net loss of $15.5 mllion, or $0.18
per share, on net operating revenue of $191.1 nmillion for the first quarter of
2001. The inprovenent primarily resulted frominproved operating perfornmance and
the recovery of |osses on the @rassol project recorded in 2001. These
recoveries reflect the negotiation of variation orders in which our custoner
agreed to reinburse us for costs incurred in 2001. Qur first quarter results are
di scussed in nore detail in our Form6-K filed with the SEC on April 12, 2002,

which is incorporated by reference in this prospectus.
Maj or Assets

W operate one of the world' s nost advanced fleets of subsea
construction and flowine lay ships, fromwhich the najority of our offshore
activities are perforned. W own or charter a fleet consisting of nine
construction support ships, four flowine lay ships, five survey/inspection,
repair and nai ntenance shi ps, 12 anchored construction and nai nt enance shi ps,
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seven heavy lift ships and pipelay barges, four tugs and other ships, 102 ROVs
and 13 hardsuits.
The fol l owing tabl e describes our major assets as of April 15, 2002:
<TABLE>
<CAPTI ON>
Length
Year built/ overal | Owned/
Nane Capabilities Maj or upgrade ROVs (meters) Chartered
<S> <C> <C <C <C <C
Construction Support
Shi ps
Seaway Harrier........... Subsea construction 1985 1 84 Owned(1)
Seaway Hawk.............. Subsea construction 1978 -- 93 Owned
Seaway Osprey............ Fl exi bl e fl ow ine and 1984/ 1992/ 1996 2 102 Owned(1)
unbi lical lay, accepts
coi l ed tubing,
strai ghtener for tubing,
stern roller
Seaway Eagle............. Flexible flowine |ay, 1997 2 140 Omned(1)
mul ti-purpose subsea
construction
Seaway Legend............ ROV and hardsuit diving 1985/ 1998 2 73 Oaned
support, subsea
construction
Discovery................ Flexible flowine |ay, 1990 1 120 Chartered(2)
subsea construction
Seaway Kingfisher........ Di verl ess inspection, 1990/ 1998 2 90 Chartered(3)
repair and mal ntenance
Stephaniturm............ Di ving support, light 1978/ 1994/ 1995 1 73 Chartered(4)
construction
Seaway Explorer.......... Trenching ship 1984 -- 80 Owned(1)
Fl ow i ne Lay Ships
Seaway Condor............ Flexible flow ine and 1982/ 1994/ 1999 2 141 Onned( 1)
unbi lical lay, nodule
handl i ng system trenching
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<CAPTI ON>
Lengt h
Year built/ overal | Owned/
Nane Capabilities Maj or upgr ade ROVs (meters) Chartered
<S> <C> <C> <C> <C> <C>
Seaway Falcon............ Rigid and flexible 1976/ 1995/ 1997 2 162 Oaned( 1)
flowine and unbilical |ay
Seaway Polaris........... Eeepwat er derrick/ pi pel ay 1979/ 1991/ 1996/ 1999 -- 137 Owned
ar ge
Seaway Kestrel........... Rigid reel lay ship 1976/ 1991/ 1995 -- 99 Owned(1)
Survey / | RM Ships
Seaway Conmander......... Sur vey 1967/ 1982/ 1988 2 75 Chartered(5)
Seaway Defender.......... ROV and hardsuit diving 1976 1 67 Omned
support, subsea
construction
Seaway Pioneer........... ROV and hardsuit diving 1966/ 1996 1 64 Owned
support, subsea
construction
Seaway Invincible........ ROV support, subsea 1971 -- 71 Owned
construction
Seaway Rover............. ROV support, subsea 1966/ 1972/ 1983/ -- 71 Oaned
construction 1991
Anchored Construction
and Mai ntenance Ships
Anerican Pride........... Four - poi nt anchor system 1977/ 1992 -- 59 Omned
Anerican Constitution.... Four - poi nt anchor system 1974 -- 64 Owned
saturation diving, noonpool
Armerican Eagle........... Four - poi nt anchor system 1976 -- 50 Owned
Anerican | ndependence. . .. Four - poi nt anchor system 1970 -- 52 Omned
Anerican Recovery........ Tug, diving support 1965/ 1995 -- 43 Owned
Anerican Star............ Four - poi nt anchor system 1967/ 1998 -- 53 Owned
saturation diving
Anerican Triunmph......... Four - poi nt anchor system 1965/ 1997 -- 53 Omned
Anerican Victory......... Four - poi nt anchor system 1976/ 1997 -- 50 Owned
Anerican Liberty......... Four - poi nt anchor system 1974 -- 33 Owned
Pi peline Surveyor........ Di vi ng support 1965/ 1996 -- 33 Owned
Anerican Diver........... Di ving support 1964 -- 33 Omned
Anerican Scout........... Four - poi nt anchor system 1978 -- 43 Omned
Heavy Lift Ships and
Bar ges
Stanislav Yudin.......... Heavy lift, 2,500-ton crane 1985 -- 183 Chartered(6)
Annette.................. Pi pel ay barge, marine 1972/ 1989/ 1997 61 Omned
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Arwana. . ................. Pi pel ay barge 1998 70 Owned
Jasamarine V (ex Sin Flat top barge fitted out 1978 55 Owned
Thai Hn IV)............. for inshore
di vi ng/ construction
Seaway Orion............. Pi pel ay barge 1977/ 1984/ 1997 85 Omned
DLB 801.................. Derrick |lay barge 1978/ 1980/ 1989 107 Oaned
LB 200...........ouvnnn. Pi pel ay barge 1975/ 1996 168 Oaned( 1)
Tugs and O her
DLB 1.................... Bar ge 1956 91 Omned
Golek. ... Transport barge 1983/ 1992 46 Owned
Polka.................... Ri ver tug and anchor 1971 12 Oaned
handl er

Seaway Sabia............. Anchor nooring support 2002 37 Owned
</ TABLE>
(1) Subject to nortgage under our current credit facilities.
(2) Cnhartered fromFriary Ccean Surveyor NV through Septenber 2002, with

options to extend through 2011 and with options to purchase.
(3) Chartered fromKingfisher DA in which we have a 50% ownership, for five

years starting in 1998, with 10 one-year options to extend through Decenber

2013 and with options to purchase.
(4) GCnhartered fromHorizon O fshore from March 2000 through February 2003 with

2 one-year options to extend.
(5) Chartered from DSND Shipping A'S through Decenber 2002.
(6) Chartered to SH. by a subsidiary of the ship's owner, Lukoil, through

Cct ober 2004.
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QG her Properties

As of April 15, 2002 we owned or hel d under |ong-termleases real
estate property as described bel ow

Aberdeen, Scotland............
Baku, Azerbaijan..............
Bergen, Norway................
Buenos Aires, Argentina.......
Cairo, Egypt............... ...
Dhahran, Saudi Arabia.........
East Kalimantan, |ndonesia....
Houston, Texas................
Houston, Texas................
Jakarta, Indonesia............
Kristiansund, Norway..........
Lagos, Ngeria................
Lobito, Angola................
Luanda, Angola................
Macae AQty, Brazil............
Nanterre, France..............
New Ol eans, Louisiana........
Perth, Australia..............
Port Gentil, Gabon............
Port of Fourchon, Louisiana....
Port of Iberia, Louisiana.....
R o de Janeiro, Brazil........
Rotterdam The Netherlands. ...
Rueil, France.................
Sharjah, United Arab Emrates..

Wrk or Storage
O fice Space Space or Land
(square neters) square neters)

. 13, 156 101, 215
. 66 --
. 100 --
. 100 --
. 250 --
. 330 750
. -- 190, 267
. 5, 156 2,971
. 10, 105 15, 663
. 915 601
. 120 800
. 200 --
. 5, 945 554, 431
. 53 690
. 1,286 20, 300
. 22,364 --
. 305 56, 658
. 1, 456 3,818
. 305 5,070
650 74,240

. 1,796 95, 688
. 295 --
. -- 4, 200
. 5,235 --
1,570 5, 147

Status

QOnned/ Leased
Leased
Leased
Leased
Leased
Leased
Leased
Leased
Leased
Leased
Leased
Leased
Leased
Leased

Onaned/ Leased
Leased
Leased
Leased
Onned
Leased
Leased
Leased
Leased
Leased
Leased
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SiNgapore. ......covvviii 928 4, 606 Leased
Stavanger, Norway.............. 7,721 562 Leased
Sunbury, England............... 616 -- Leased
Tanager, Norway................ 250 18, 200 Leased
Tchengue, Gabon................ 1, 486 60, 000 Leased
Teesside, England.............. -- 19, 667 Leased
Tehran, lran................... 600 -- Leased
Warri, Ngeria................. 1, 765 222,582 Leased
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Busi ness Segrent s

Qur operations are nmanaged through six regional offices: Aberdeen,
Scotland for the U K and Southern North Sea; Stavanger, Norway for the
Scandi navi an regi on; Singapore for Asia Pacific; Nanterre, France for Southern
Europe, Africa and the Mddl e East (SEAME); Macae Oty, Brazil for South Anerica
and Houston, Texas for the Qulf of Mexico. Qur principal executive offices are
located in Sunbury, near London, England.

V¢ have busi ness segnents based on the geographic distribution of our
activities as foll ows:

Segnent Geogr aphi ¢ Cover age

Asia Pacific Region........... Al activities east of the Indian
sub-continent, including Austral asia

North Anerica Region........... Al activities in Canada, the U S and
Central America, including the Qul f of Mexico

Norway Region................... Al activities in Scandinavia and the Baltic
states
SEAME Region.............ovovn.. Al activities in Southern Europe, Africa,

India and the Mddl e East

South America Region............ Al activities in South Arerica and the
islands in the southern Atlantic Ccean

UK Region.................... Al activities in the UK, Ireland, Gernany,
Bel gium The Netherlands and islands in the
northern Atlantic Ccean

Qher Corporate................ Includes itens that cannot be allocated to
one particular region, including:

o] activities of the SHL and NKT joint
ventures and the Paragon conpani es;

(o] gl obal assets including all construction
support ships and ROvs and rel at ed
assets that are used globally and cannot
be attributed to any one region;

o] activities of Seriner Dasa, our welding
technol ogy conpany, in research and
devel oprent of wel di ng procedures and
equi pnent; and

0 managenent and corporate services
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provided for the benefit of our entire
conmpany i ncl udi ng accounti ng

consol i dation, treasury and | egal
depart ment s.
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Asi a Pacific Region

The Asia Pacific region is characterized by |ong di stances between
areas of offshore oil operations and fromother areas of the world that have
of f shore devel opnent activities. W are active in ROV work, drilling support,
survey and subsea construction in this region. In Indonesia, our operations are
performed through a subsidiary, PT Konaritim which carries out shallow water
pi pel ay and construction work. The nost significant project during fiscal year
2001 in this region was the pipeline repair work undertaken for Total |ndonesia
in the Makaham Del t a.

U K Region

The U K region's business consists of pipelay and EPI C proj ects,
subsea construction and inspection, naintenance and repair contracts. The
nmaj ority of such maintenance and repair contracts are short-termin nature.
Included in backlog for the UK region is a long-termconstruction and
mai nt enance contract for BP, which is expected to be conpleted in 2005; the
Corrib project for Enterprise Gl, the BP Magnus E QR project; and ot her
subsea construction projects.

Norway Regi on

The Norway region's business consists of pipelay and EPIC projects and
i nspection, maintenance and drill support work for major oil producing
conpani es. W& have undertaken a significant project with Shell (Draugen) which
i nvol ves pipelay and EPI C work. W have a |ong-termsurvey and pipeline
inspection contract with Statoil. W have a long-termcontract with Statoil for
construction and nai ntenance that is perforned through our joint venture with
Hal |i burton.

SEAME Regi on

The majority of our business in the SEAME region is in Wst Africa and
the Mddl e East and invol ves pipel ay and EPIC projects, subsea construction,
field devel oprment, drill support, diving and ROV services as well as the
operation of two fabrication yards. Significant projects undertaken in 2001
i ncl ude the devel opnent of the Total FinaBf Grassol field and the Arerada Hess
La Ceiba field, and subsea construction projects wth Mssgass. W al so have
pipelay and EPIC projects with Shell, Total FinaE f and ChevronTexaco. In 2001 we
were awarded the Shell Forcados Yokri field devel opnent and the installation of
the Shell Ofshore Gas Gathering System both of which are in Ngeria. W were
al so awarded the Scarab and Saffron devel opnent for the Burullus Gas Conpany in
the Eastern Mediterranean.

Sout h Arerica Regi on

The majority of our operations in South Anerica are located in Brazil,
which currently operates nostly as a single customer market controlled by
Petrobras, the Brazilian state oil conpany. Brazil has now opened of fshore oil
and gas fields to foreign operators who will finance the growth of Brazilian
of fshore oil production by nmeans of production sharing contracts.

The Brazilian market contains a nunber of l|arge fields which are
located in deep water and will require extensive use of diverless subsea
construction techniques. W believe we are well positioned to capitalize upon
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our expertise in these techniques.

W currently have a four-year contract with an optional four-year
extension for the charter of the Seaway Condor with Petrobras which begins in
August 2002 when her present contract will be conpleted. The ship will be
upgraded for this new contract. There is also a two-year contract with
Petrobras, which started in July 2001 for the Seaway Harrier which runs until
July 2003. The contracts
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are for flowine lay, diving support and ROV services. W al so operate a nunber
of ROVs to provide construction and drilling support services, usually under
| ong-termcontracts.

North Anerica Regi on

Based i n Houston, Texas and Port of lberia, Louisiana, our North
Anerican regional business incorporates deepwater and shal | ow water pipelay and
construction work, dayrate diving and ROV i nspection, repair and nai ntenance
work and the manufacture of sophisticated flanges and connectors for of fshore
construction and repair works. A significant nunber of contracts in this region
are short-termconstruction, repair and maintenance projects. In 2001, we were
awarded a |l arge pipelay project for QulfstreamNatural Gas LLC for the
installation of the Qulfstreamnatural gas transm ssion pipeline from
M ssi ssippi Sound to Tanpa Bay, Florida. This project is now close to
conpl etion.

QG her Corporate

This segnent includes activities that cannot be readily assigned to a
speci fic business segnent due to the provision of services to our entire
conpany. These include the activities of SH, a joint venture with a subsidiary
of the Russian oil conpany Lukoil; NKT; Serimer Dasa, a contract welding
services entity enpl oyed both onshore and of fshore by pipelay contractors; and
the Paragon conpani es, now i ncorporating Litw n, which provide engi neering
support particularly for large EPIC contracts. A so included in Gther Corporate
are global assets including all construction support ships, RO/s and ot her
deepsea assets that are used globally and therefore cannot be allocated to any
specific region, as well as nmanagenent and corporate services for the benefit of
the entire conpany including accounting consolidation, treasury and | egal
depart nents.

Market, Sales and Conpetition
CQust orrer s

I'n 2001, we had 166 customers worl dwi de, of which 36 were major
national and international oil and gas conpanies. The |evel of construction
services required by any particul ar custoner depends on the size of that
custoner's capital expenditure budget devoted to construction plans in a
particul ar year. Consequently, custonmers that account for a significant portion
of contract revenue in one fiscal year may represent an imaterial portion of
contract revenue in subsequent fiscal years. During 2001 and 2000, Total Fi naH f
accounted for approxi mately 22% and 20% respectively, of our net operating
revenue. During 2001 and 2000, our ten |argest custoners accounted for 76% and
67% respectively, of our net operating revenue, and over that period seven
custoners, including BP, ChevronTexaco, Petrobras, Shell, Statoil, Total FinaH f
and Triton Energy (acquired in 2001 by Amerada Hess) consistently nunbered anong
our ten |argest customers.

Conpetition
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The of fshore contracting business is highly conpetitive. The
consolidation in the offshore oil and gas services industry in the last few
years has resulted in fewer but nore substantial conpetitors. A though we
bel i eve that customers consider, anong other things, the availability and
techni cal capabilities of equi pnent and personnel, efficiency, condition of
equi prent, safety record and reputation, price conpetition is the prinary factor
in determning which qualified contractor with available equi pment will be
awarded a contract. Qur ships are specialized and have few al ternative uses and,
because of their nature and the environnment in which they work, have relatively
hi gh mai ntenance costs whether or not they are operating. Because these costs
are essentially fixed, and in order to avoi d additional expenses associated with
tenporarily idling our ships, we may fromtine to tine be required to bid our
ships in projects at | ower nargins depending on the prevailing contractual rates
in a given region.
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V¢ believe that we are one of only four conpanies capable of providing
a wide range of offshore services on a worldw de basis in the najor offshore oil
and gas producing regi ons. Conpetition in most of the range of services that we
offer to our custormers is linmted to three main conpetitors, Technip-Cofl exip,
the Halliburton DSND joint venture, now known as "Subsea7," and SaipemS.p. A,
occasional |y working as Sai bos, the joint venture between Sai pemS. p. A and
Bouygues Offshore S.A W are subject to intense conpetition fromthese of f shore
contractors. In North Anrerica, J. Ray McDernott Inc., Qobal Industries Inc.,
Cal Dive International and Horizon Cffshore Contractors Inc. al so provide
simlar services to those that we provide. Additionally, these services are
provided by J. Ray MDernott Inc. in Asia Pacific and the Mddl e East and by
Qobal Industries Inc. in Asia Pacific and West Africa. However, we believe that
these conpani es are not capable of operating in all the major oil and gas
produci ng regi ons worldw de. W al so conpete with Allseas Marine Contractors and
Heerema who operate in the worl dwi de narket, providing trunkline and rigid
pi pel ay services and heavy |ifting services, respectively. W also face
substantial conpetition fromsmnaller regional conpetitors and |ess integrated
provi ders of of fshore services.

Seasonal ity

Over the past three years, a substantial proportion of our revenue have
been generated fromwork performed in the North Sea and North Anerica. Adverse
weat her conditions during the winter nmonths in these regions usually result in
low |l evel s of activity, although this is | ess apparent than in the past due to
technol ogi cal advances. As a result, full-year results are not likely to be a
direct multiple of any particular quarter or conbination of quarters.
Additionally, during certain periods of the year, we nay be affected by del ays
caused by adverse weather conditions such as hurricanes or tropical storns in
the Qul f of Mexico. During periods of curtailed activity due to adverse weat her
conditions, we continue to incur operating expenses, but our revenues from
operations are del ayed or reduced.

Suppl i es and Raw Material s

V¢ generally do not nmanufacture the conponents used in the of fshore
services that we provide, but rather supply, assenble and install equipnent
manuf actured by others. V& coordinate our procurenent and supply activities on a
regional basis with group | evel nmanagenment overseeing the procurenent and supply
function for all of our operations.

The majority of raw materials that we use have not been subject to
significant price volatility; however, suppliers occasionally |evy surcharges on
nmaterials to reflect the escalation of fuel prices. W do not believe that
long-termcontracts for the supply of materials are appropriate as there is
often a long lead time fromthe bid to contract award date, which can expose us
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to price fluctuations in materials. W may be exposed to increased prices for
raw materials on individual contracts. W actively challenge suppliers to offer
conpetitive prices on materials by inviting bids for supply contracts and
introducing new suppliers. Over the |ast year, our results have not been
significantly affected by increased prices for raw material s.

Intell ectual Property

Under our intellectual property policy, we protect ourselves through
patents, publications and other avail abl e neans. Sone of our operations are
conduct ed under |icensing agreenments allow ng us to nmake use of specific
techni ques or equi prent patented by third parties. However, none of the
operations conducted under patents that we hold or under |icense agreenents
represents a significant percentage of our net operating revenue.

Resear ch and Devel opnent
W have a long history of innovation and devel opment of new
technol ogi es that have contributed significantly to the evol ution of the

of fshore oil and gas industry. Particular strengths include our
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construction techniques, which include but are not linmited to: deepwater
pi peline laying and unbilicals, renote intervention technol ogi es and autonated
wel di ng systens.

Two successful devel opments are currently being used extensively in
water depth of 1,400 neters. These devel opnents are the J-Lay tower on the
Seaway Pol aris used to lay pipeline, which enables rigid pipe to be laid from
the barge at a steep angle allowi ng for efficient pipelay, and MATIS(TM, an
autonatic bol ted flange connection systemfor deepwater pipeline spools. A
deepwat er pi peline spool is a length of pipe, typically between 20 and 100
nmeters in length that connects a subsea pipeline to a structure on the seabed.

Serinmer Dasa, our welding technol ogy conpany, continues to inprove
wel di ng procedures and equi prent to neet the technical denmands of both new
steel s and riser installation techniques. Arong the research and devel opnent
prograns currently in progress are the devel opnent of high speed wel di ng
techni ques for |arge dianeter pipelines, the welding of high strength steels,
the devel opnent of |aser welding techniques and a nunber of studies relating to
the fabrication and i nspection of steel catenary risers.

A nmaj or problemfacing the offshore oil and gas industry is the repair
of damaged pipelines in water depths that are too deep for divers. Such repairs
nust be made by robotic nmeans, which is both tinme consumng and costly. W are
devel opi ng a nunber of solutions to this probl embased on the MATIS(TM tie-in
equi prent and the friction stitch wel ding process. The devel opnent of this
process will offer significant advantages to subsea pipeline operators who will
no longer be required to hold inventories of expensive repair connectors. |f
these technol ogi es are devel oped successfully, we will be able to provide repair
services to subsea pipeline custoners quickly by using of f-the-shelf flange
connectors or friction stitch welding.

Qur current research and devel opnent program al so i ncludes el enents of
architecture of a field devel opment, which includes, but is not limted to,
different types of risers or flowine systens including insulation, coating,
buoyancy and conditions nonitoring to be offered to custoners as part of their
infrastructure to produce and transport hydrocarbons in deepwater.

Qur research and devel oprment activities are prinarily customer and
proj ect specific devel opnent efforts that we undertake to tailor equi pnent and
systens to the needs of a customer in connection with specific orders or
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projects. Oder-related devel opnent anounts are paid by custoners as part of the
contract price.

G her Matters
Safety and Quality Assurance

W nmaintain a stringent quality assurance programin accordance with
1 SO 9001 enconpassing al | areas of our operations. Each of our regional
operations has dedicated safety and quality assurance staff who are responsibl e
for overseeing the projects in that particular region. In addition, a quality
assurance nanager |ocated in Aberdeen, Scotland formul ates corporate quality
assurance policies and oversees the inplenentation and enforcenent of such
policies on a conpany-w de basis.

R sks and | nsurance

Qur operations are subject to all the risks nornally associated with
of f shore devel opment and production and coul d result in danage to or |oss of
property, suspension of operations or injury or death to personnel or third
parties. W insure our assets at |evels which our nanagenent believes reflect
their current market value. Such assets include all capital itens such as ships,
nmaj or equi pnent and | and-based property. The only assets not insured are those
where the cost of such insurance woul d be di sproportionate
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to their value. W believe our insurance should protect us against, anong ot her
things, the cost of replacing our ships as a result of total or constructive
total |oss.

Qur operations are conducted in hazardous environnents where accidents
i nvol ving catastrophic damage or loss of life could result, and litigation
arising fromsuch an event may result in our being naned a defendant in |awsuits
asserting large clainms. W insure for liability arising fromour operations,
both onshore and of fshore, including | oss of or danage to third-party property,
death or injury to enployees or third parties, statutory workers conpensation
protection and pollution. A though there can be no assurance that the anmount of
insurance we carry is sufficient to protect us fully in all events, all such
insurance is carried at |evels of coverage and deductibles that we consider
financially prudent. A successful liability claimfor which we are underinsured
or uninsured could have a material adverse effect on us.

CGover nnent Regul ation

Qur business is subject to international conventions and government al
regul ations that strictly regulate various aspects of our operations. The
naritinme laws and the diving, health and safety regulations of the jurisdictions
i n which we operate govern our operations in these areas. In the North Sea,
these regul ations include established working hours and a specified working
environnent for divers, as well as standards for diving procedures, equipnent
and diver health. The North Sea standards are anong the nost stringent in the
world. In the absence of any specific regulation in other geographic regions, we
closely follow the standards set by the International Marine Contractor
Association. In addition, we are required by various governnental and ot her
regul atory agencies to obtain certain pernits, licenses and certificates with
respect to our equi pment and operations. The kind of pernits, |icenses and
certificates required in our operations depends upon a nunber of factors but are
nornmal |y of a type required of all operators in a given jurisdiction. W believe
that we have or can readily obtain all pernits, |icenses and certificates
necessary to conduct our operations. Sone countries require that we enter into
joint venture or sinilar business arrangenents with |ocal individuals or
busi nesses in order to conduct business in such countries.
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Qur operations are affected fromtime to tine and to varying degrees by
political devel opnents and federal and |ocal |aws and regul ations. In
particular, oil and gas production, operations and economcs are affected by
price control, tax and other laws relating to the petrol eumindustry, by changes
in such laws and by constantly changi ng adm nistrative regul ations. Such
devel oprents directly or indirectly nay affect our operations and those of our
cust oners.

I nspection by a Aassification Society and Drydocki ng

The hull and machi nery (including diving equipnent) of nost of our
ships nust be "classed" by a classification society authorized by its country of
registry. The classification society certifies that the ship is safe and
seaworthy in accordance with the classification rules as well as with applicable
rules and regul ations of the country of registry of the ship and the
international conventions of which that country is a nmenber. Certain of our
ships are not required to be classed, but do conply with applicable regul ations.

Each cl assed ship is inspected by a surveyor of the classification
society. A visual inspection is carried out annually to ascertain the general
condition of the ship or relevant itens. Intermediate surveys are carried out at
the second or third annual survey. This survey includes a visual inspection of
the hull structure, machinery and electrical installations and equi pnent.

Renewal surveys which involve a najor inspection of the hull structure,
nmachinery installations and equi pnent are carried out at five-year intervals. A
classed ship is also required to be drydocked every 30 to 36 nonths for

i nspection of the underwater parts of the ship. As a general policy, we drydock
our classed ships every second year during the w nter off-season. Should any
defect be found, the classification society surveyor will issue its report as to
appropriate repairs which nust be nade by the ship owner within the time limt
prescribed. Insurance underwiters
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nmake it a condition of insurance coverage that a classed ship be "in class." Al
of our major classed ships currently nmeet that condition.

Qur U S flagged ships that are U S. Coast Quard inspected but not
cl assed are drydocked twi ce during each five-year cycle. The internediate
drydocking i s due between the end of the second and third years of the cycle.
Qur U'S flagged Load Line only ships as well as the un-classed Panama and
Hondur as fl agged shi ps are drydocked according to the sane schedul e for
condition surveys as required by the respective national Load Line regul ations.
The annual topside safety and equi pnent surveys are very simlar to and parallel
the traditional class surveys.

Corporate Matters

W are an indirect subsidiary of SNSA whose shares are quoted on the
Nasdagq National Market and listed on the Gsl o Stock Exchange. Through its
subsidiaries, SNSA is engaged in three busi nesses: transportation services,
subsea services and seafood. As of February 28, 2002, SNSA retai ned an econonic
interest of approximately 53%and voting rights of approximately 61%in us.

Qur registered office is located at 26, rue Louvigny, Luxenbourg, and
we are registered in the Conpani es' Registrar of the Luxenbourg D strict Court
under the designation "R C. Luxenbourg B 43172." Qur principal executive offices
are c/o Stolt ffshore MS. Ltd., Dol phin House, Wndm || Road,

Sunbur y- on- Tharmes, M ddl esex TWL6 7HT, Engl and, tel ephone nunber (44) (0)
1932-773-700. Qur web site address is www stol toffshore.com The infornation on
our web site is not part of or incorporated by reference into this prospectus.
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RELATI ONSH P W TH SNSA
Share Onnership

As of March 31, 2002, a wholly owned subsidiary of SNSA owned
29, 275, 223 of our common shares and all 34,000,000 of our dass B shares. This
owner ship represents an economc interest in us of approxinately 53%and a
voting interest of approximtely 61% As of March 31, 2002, the Stolt-N el sen
famly, directly and indirectly through Fiducia Ltd., controlled approxi mately
60% of the outstanding shares of SNSA entitled to vote generally on matters
brought to a vote of sharehol ders of SNSA

Arrangenents and Transactions with SNSA

V¢ and SNSA have devel oped a nunber of arrangenents and engage in
various transactions as affiliated conpanies. W believe that these arrangenents
and transactions, taken as a whole, are based on armis length principles to
acconmodat e our respective interests in a manner that is fair and beneficial to
both parties. However, because of the scope of the various relationships between
us and SNSA (and our respective subsidiaries), we cannot assure you that each of
the agreenents and transactions, if considered separately, has been or will be
effected on terns no | ess favorable to us than coul d have been obtai ned from
unaffiliated third parties.

Al material arrangenments with SNSA are reviewed by the audit commttee
of our Board of Drectors consisting of directors who are not enpl oyees or
officers of either SNSA or Stolt (ffshore and who are not related to the
Stolt-Nelsen famly. Existing material arrangenents include agreenments with an
affiliate of SNSA under which the affiliate provides certai n managenent,
admi ni strative, accounting, financial and other services to us. Fromtine to
time, some of our financing may be provided for or guaranteed by SNSA or its
affiliates, and our continued access to such financing woul d depend on a nunber
of factors, including conpliance by SNSA or its affiliates with covenants in
their financing arrangenents.
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Servi ces Agreenent

Pursuant to a corporate services agreenment, SNSA supplies through its
subsidiaries, financial, risk nmanagenent, public relations and other services to
us for an annual fee based on costs incurred in rendering those services. The
fee is subject to negotiation and agreenent between us and SNSA on an annual
basis. The fees for 2001, 2000 and 1999 were approximately $3.7 mllion, $3.3
mllion and $2.5 mllion, respectively. The services agreenent is automatically
renewed for additional one-year terns unless we and SNSA are unable to agree on
the annual fee payable to SNL. The services agreenent nmay al so be termnated by
either party on the occurrence of certain events, including the other party's:

o] failure to pay anounts due under the services agreenent wthin 15
days after notice;

(o] breach of any material obligation under the services agreenent
and failure to cure any breach within 30 days after notice; and

(o] bankruptcy or related proceedings.

I nt er conpany Payment's

Qur payrments to SNSA for the years 2001, 2000 and 1999 consisted of the
following in mllions:
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Year ended Year ended Year ended
Novenber 30, 2001 Novenber 30, 2000 Novenber 30, 1999
Interest payments $0. 4 $3.6 $10. 4
Managenent servi ces $3.7 $3.3 $2.5

Short-term payabl es due to SNSA of $9.5 nillion as of Novenber 30, 2001
(2000: $8.5 nmillion) relate primarily to outstanding insurance preniuns and
managenent service charges.

Service Mark Agreenent

V¢ and SNSA are parties to an agreenent under which we have been
granted the right to use the Stolt name and | ogo, without payment of any
royalty, so long as SNSA or its affiliates own nmore than one-third of our voting
shares.

BACKGROUND CF THE CFFER NG

I'n Decenber 1999, we acquired ETPMfrom Vi nci's predecessor, G oupe
GIM W paid $111.6 nillion in cash and 6, 142,857 class A shares. On March 7,
2001, our class A shares, including the shares held by Vinci, were reclassified
as common shares on a one-for-one basis. The purchase agreement effectively
provided that in the event of a sale of Vinci's Stolt O'fshore shares, Vi nci
woul d recei ve a nmininumof $18.50 per share. In accordance with the terns of the
purchase agreenent, Stolt ffshore Investing Ltd. will purchase these shares
fromVinci at market value, and we will pay to Vinci the difference between that
aggregat e narket value and the guaranteed aggregate price of $113.6 mllion. The
shares to be purchased by Stolt ffshore Investing Ltd. are included in the
shares offered by this prospectus.

In order to satisfy our obligations under the m ni numguaranteed price
for the Vinci shares, we expect to borrow up to $113.6 nillion under our
existing credit facility. W and Stolt Offshore Investing Ltd. will use the net
proceeds fromthis offering to repay this indebtedness.

On Decenber 7, 1999, we acquired a 49%interest in the joint venture
NKT. As partial consideration for the acquisition of our interest, we issued to

NKT Hol ding 1, 758, 242 cl ass A shares,
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which were recl assified as conmon shares in March 2001. |In accordance with the
terns of the purchase agreenent for our joint venture interest, our indirect
whol | y owned subsi di ary purchased 249, 621 conmon shares from NKT Holding at a
guaranteed price of $13.65 per share for an aggregate price of $3,407,327 in
February 2002. These shares were later transferred to Stolt Cffshore Investing
Ltd. and are included in the shares offered by this prospectus.

SELLI NG SHAREHOLDER
Qur indirect wholly owned subsidiary, Stolt O fshore Investing Ltd.,
is offering 6,392,478 of our shares as part of this offering, representing 9.1%
of our issued common shares as of March 31, 2002. Its principal executive
offices are darendon House, 2 Church Street, Hamlton, Bernuda. Follow ng this
offering, Stolt Cffshore Investing Ltd. will cease to own any of our common
shares.
TAXATI ON

U S. Federal |ncone Taxation

I'n the opinion of Wite & Case LLP, special tax counsel to Stolt
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G fshore S A, the following is a description of the material U S federal

i ncone tax consequences that may be relevant with respect to the acquisition,
owner ship and di sposition of common shares or ADSs. This description addresses
only the U S federal income tax considerations of holders that will hold common
shares or ADSs as capital assets. This description does not address tax

consi derations applicable to:

o] hol ders of conmon shares or ADSs that may be subject to special
tax rules, such as financial institutions, insurance conpanies,
real estate investnent trusts, regul ated investment conpanies,
grantor trusts, dealers or traders in securities or currencies,
tax-exenpt entities,

o taxpayers that have elected to use mark-to-market accounting,

(o] persons that received common shares or ADSs as conpensation for
the perfornmance of services,

o persons that will hold common shares or ADSs as part of a
"hedgi ng" or "conversion" transaction or as a positionin a

"straddl e" for U S federal incone tax purposes,

o] persons that have a "functional currency" other than the U S
dollar, or

o hol ders that own, or are deermed to own, 10%or nore, by voting
power or value, of the stock of Stolt O fshore.

Moreover, this description does not address the U S. federal estate and
gift or alternative mnimmtax consequences of the acquisition, ownership and
di sposition of common shares or ADSs. This description is based on:

o the Internal Revenue Code of 1986, as anended, or the Code,

o U S. Treasury Regul ations issued under the Code, and

o judicial and adninistrative interpretations of the Code and
regul ati ons,
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each as in effect and available on the date of this prospectus. This description
is also based in part on the representations of the depositary and the
assunption that each obligation in the deposit agreenment and any rel ated
agreenment will be performed in accordance with its terns. Al of the foregoing
are subject to change, which change could apply retroactively and coul d affect
the tax consequences described bel ow

The U S. Treasury Departnent has expressed concern that depositaries
for Anerican depositary receipts, or other internediaries between the hol ders of
shares of an issuer and the issuer, may be taking actions that are inconsistent
with the claimng of US foreign tax credits by U S. holders of such receipts
or shares. Accordingly, the analysis regarding the availability of a US.
foreign tax credit for Luxenbourg taxes and sourcing rul es described bel ow coul d
be affected by future actions that may be taken by the U S. Treasury Department.

For purposes of this description, a US. Holder is a beneficial owner
of common shares or ADSs that, for U'S. federal incone tax purposes, is:

o citizen or resident of the United States,

o] a partnership or corporation created or organized in or under the
laws of the United States or any state thereof, including the
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Dstrict of Col unbia,

o an estate the income of which is subject to U S. federal income
taxation regardl ess of its source, or

o a trust if such trust validly elects to be treated as a U S.
person for U S federal income tax purposes or if (1) a court
within the United States is able to exercise primary supervision
over its admnistration and (2) one or nore U S, persons have the
authority to control all of the substantial decisions of such
trust.

A Non-U S. Holder is a beneficial ower, or, in the case of a
partnership, a holder of common shares or ADSs that is not a U S Holder.

You shoul d consult your own tax advisor with respect to the U S.
federal, state, local and foreign tax consequences of acquiring, owning or
di sposi ng of common shares or ADSs.

Onnership of ADSs in General

For U S. federal incone tax purposes, a holder of ADSs generally will
be treated as the owner of the common shares represented by such ADSs.

D stributions

If you are a U S. Holder, the gross anount of any distribution by Stolt
O fshore of cash or property, other than certain distributions, if any, of
common shares distributed pro rata to all sharehol ders of Stolt Cfshore,
i ncludi ng hol ders of ADSs, with respect to common shares or ADSs will be
includible in your income as dividend i ncome to the extent such distributions
are paid out of the current or accunul ated earnings and profits of Stolt
O fshore as deternmined under U S. federal income tax principles. Such dividends
will not be eligible for the dividends recei ved deduction generally allowed to
corporate U S. Holders. To the extent, if any, that the amount of any
distribution by Stolt O fshore exceeds Stolt ffshore's current and accumul at ed
earnings and profits as determned under U S. federal incone tax principles, it
will be treated first as a tax-free return of your adjusted tax basis in the
common shares or ADSs and thereafter as capital gain.
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D vi dends received by you with respect to common shares or ADSs will be
treated as foreign source income, which, if you are a U S. Hol der, may be
relevant in calculating your foreign tax credit linmtation. The linmtation on
foreign taxes eligible for credit is calculated separately with respect to
specific classes of income. For this purpose, dividends distributed by Stolt
O fshore generally will constitute "passive incone", or, in the case of certain
U S Holders, "financial services inconme".

Subj ect to the discussion bel ow under "Backup Wthhol di ng Tax and
Information Reporting Requirerments", if you are a Non-U.S. Hol der of common
shares or ADSs, generally you will not be subject to U S federal income or
wi t hhol di ng tax on divi dends received on common shares or ADSs, unless such
incone is effectively connected with your conduct of a trade or business in the
us

Sal e or Exchange of Common Shares or ADSs

If you are a US. Holder, you will generally recognize gain or |oss on
the sale or exchange of common shares or ADSs equal to the difference between
the anount realized on such sale or exchange and your adjusted tax basis in the
common shares or ADSs. Such gain or loss will be capital gain or loss. If you
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are a noncorporate U S. Holder, the maxi mummarginal U S federal incone tax
rate applicable to such gain will be |ower than the maxi mum narginal U S
federal inconme tax rate applicable to ordinary incone if your holding period for
such comon shares or ADSs exceeds one year and will be further reduced if your
hol di ng period exceeds five years. If you are a U S. Holder, gain or loss, if
any, recogni zed by you generally will be treated as U S. source income or |oss
for US. foreign tax credit purposes. The deductibility of capital |osses is
subject to limtations.

If you are a U S. Holder, your initial tax basis of common shares will
be the U S dollar value of the Norwegian kroner denoninated purchase price
determined on the date of purchase. |f the conmon shares are treated as traded
on an "established securities nmarket," and you are a cash basis U S. Holder (or,
if you elect, an accrual basis US. Holder), you will deternine the dollar value
of the cost of such common shares by translating the anount paid at the spot
rate of exchange on the settlenent date of the purchase. The conversion of US.
dol lars to Norwegi an kroners and the inmedi ate use of that currency to purchase
common shares generally will not result in taxable gain or loss for a U S
Hol der. If you are a U S. Holder, the initial tax basis of the ADSs will be the
U S. dollar denom nated purchase price determned on the date of purchase.

Wth respect to the sale or exchange of common shares, the anount
realized generally will be the U'S. dollar value of the paynent received
determned on (1) the date of receipt of payment in the case of a cash basis
U S Holder and (2) the date of disposition in the case of an accrual basis U S
Hol der. If the common shares are treated as traded on an "established securities
market," a cash basis taxpayer, or, if it elects, an accrual basis taxpayer,
will determine the U S dollar value of the anount realized by translating the
armount received at the spot rate of exchange on the settlenent date of the sale.

If you are a Non-U S. Hol der of common shares or ADSs, subject to the
di scussi on bel ow under "Backup Wthhol ding Tax and | nformation Reporting
Requi renents”, you will generally not be subject to US federal income or
wi thhol ding tax on any gain realized on the sale or exchange of such conmon
shares or ADSs unless (1) such gain is effectively connected w th your conduct
of a trade or business in the US. or (2) if you are an individual Non-U S
Hol der, you are present in the US. for 183 days or nore in the taxable year of
the sal e or exchange and certain other conditions are net.

Backup Wthhol ding Tax and Infornmati on Reporting Requirenents

U S. backup withhol ding tax and infornation reporting requirenents
generally apply to certain payments to certain noncorporate hol ders of stock.
Information reporting generally will apply to payments of dividends on, and to

proceeds fromthe sale or redenption of, common shares or ADSs made
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within the US to a holder of common shares or ADSs, other than an "exenpt
recipient”, including a corporation, a payee that is not a U S. person that

provi des an appropriate certification and certain other persons. A payor wll be
required to withhol d backup withhol ding tax fromany paynents of dividends on,

or the proceeds fromthe sale or redenption of, common shares or ADSs within the
US. to a holder, other than an "exenpt recipient", if you fail to furnish your
correct taxpayer identification nunber or otherwi se fail to conply with, or
establish an exenption from such backup withhol ding tax requirenments. The
backup withholding tax rate is 30%for years 2002 and 2003, 29%for years 2004
and 2005, and 28%for years 2006 through 2010.

The above description is not intended to constitute a conplete analysis
of all tax consequences relating to acquisition, ownership and disposition of
common shares or ADSs. You shoul d consult your own tax advisor concerning the
tax consequences of your particular situation.
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UNDERVR TI NG
Gener al

Under the terns of an underwiting agreenment, which is filed as an
exhibit to the registration statement relating to this prospectus, we and the
sel l'ing sharehol der have agreed to sell to Lehman Brothers Inc. and Lehnan
Brothers has agreed to purchase fromus and the selling sharehol der an aggregate
of 8,000,000 common shares and ADSs.

Under the terns and conditions of the underwriting agreenent, Lehman
Brothers is comitted to take and pay for all of the common shares and ADSs
offered by this prospectus if any are taken, other than those covered by the
over-allotnent option described bel ow Lehman Brothers may el ect to receive all
or a portion of the shares offered by this prospectus (including shares
pur chased pursuant to the over-allotment option described below) in the form of
conmmon shares or ADSs in order to acconnodate requests of investors.

The underwriting agreenent provides that Lehman Brothers' obligations
to purchase our conmon shares and ADSs depend on the satisfaction of the
conditions contained in the underwiting agreement, including that:

(o] the representations and warranti es nmade by us and the selling
sharehol der to Lehnan Brothers are true;

o] there is no material change in the financial narkets; and

o we and the selling sharehol der deliver custonmary cl osing
docurrents to Lehnman Brot hers.

Over-al l ot nent Qption

W have granted Lehman Brothers an option to purchase, fromtine to
time until 30 days after the date of the underwiting agreement, in whole or in
part, up to an aggregate of 1,200,000 common shares or ADSs at the public
offering price less the underwiting di scounts and comm ssi ons shown on the
cover page of this prospectus. The option nay be exercised to cover
over-allotnents, if any, nmade in connection with the offering.

Lehman Brothers has advised us and the selling sharehol der that it
proposes to of fer common shares and ADSs directly to the public at the public
offering price on the cover of this prospectus and to sel ected deal ers at such
offering price less a selling concession not in excess of $ per share. Lehnman
Brothers may allow, and the selected dealers may re-allow, a discount fromthe
concessi on not in excess
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of $ per share to other dealers. After the offering, Lehman Brothers may change
the public offering price and other offering terns.

A portion of the shares offered by this prospectus may be sold directly
to SNSA at the public offering price indicated on the cover of this prospectus.

Sel ling Agent

Fearnley Fonds will act as a selling agent for Lehnan Brothers for
sal es of the common shares to Norwegi an persons. "Norwegi an persons" are any
national or resident of Norway or any corporation, pension, profit-sharing or
other trust or other entity organized under the |aws of Norway or of any
political subdivision thereof (other than a branch |ocated outside Norway of any
Norwegi an Person), and shall include any Norwegi an branch of a person who is
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otherwi se not a Norwegi an Person. Fearnley Fonds will receive a custonary fee
for its services.

Commi ssions and Expenses

The follow ng table sunmarizes the underwiting discounts and
commi ssions we and the selling shareholders will pay to Lehman Brothers. These
anounts are shown assum ng both no exercise and full exercise of Lehman
Brothers' over-allotnent option to purchase 1,200,000 additional shares. The
underwiting fee is the difference between the initial price to the public and
the anount Lehman Brothers will pay to us and the selling sharehol der for the
shares.

No Ful'l
Exerci se Exerci se

The expenses of the offering that are payable by us are estimated to be $
Stabilization, Short Positions, Penalty Bids and Passive Market Mking

Lehman Brothers may engage in over-allotnent, stabilizing transactions,
syndi cate covering transactions and penalty bids or purchases for the purpose of
peggi ng, fixing or maintaining the price of the conmon shares and ADSs, in
accordance with Regul ati on Munder the Securities Exchange Act of 1934:

o Over-al lotnent involves sal es by Lehnan Brothers of conmon shares
or ADSs in excess of the nunber of common shares or ADSs Lehnan
Brothers is obligated to purchase, which creates a syndicate
short position. The short position may be either a covered short
position or a naked short position. In a covered short position,
the nunber of common shares and ADSs over-allotted by Lehman
Brothers is not greater than the nunber of common shares or ADSs
that it may purchase in the over-allotnent option. In a naked
short position, the nunber of conmon shares and ADSs invol ved is
greater than the nunber of shares in the over-allotnent option.
Lehman Brothers nay close out any short position by either
exercising its over-allotment option and/or purchasing shares in
the open market;

o] Stabilizing transactions pernit bids to purchase the underlying
security so long as the stabilizing bids do not exceed a

speci fi ed maxi mnum
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o Syndi cate covering transactions invol ve purchases of the conmon
shares or ADSs in the open market after the distribution has been
conpleted in order to cover syndicate short positions. In
determning the source of shares to close out the short position,
Lehman Brothers will consider, anong other things, the price of
conmon shares or ADSs available for purchase in the open market
as conpared to the price at which they may purchase conmon shares
or ADSs through the over-allotnent option. If Lehman Brothers
sell's nore common shares or ADSs than coul d be covered by the
over-allotnent option, a naked short position, the position can
be cl osed out only by buying coomon shares or ADSs in the open
nmarket. A naked short position is nmore likely to be created if
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Lehman Brothers is concerned that there coul d be downward
pressure on the price of the comon shares or ADSs in the open
market after pricing that coul d adversely affect investors who
purchase in the offering; and

(o] Penalty bids permt Lehnan Brothers to reclaima selling
concession froma syndi cate nenber when the comon shares and
ADSs originally sold by the syndicate nenber is purchased in a
stabilizing or syndicate covering transaction to cover syndicate
short positions.

These stabilizing transactions, covering transactions and penalty bids
may have the effect of raising or maintaining the market price of our conmon
shares or ADSs or preventing or retarding a decline in the market price of the
common shares or the ADSs. As a result, the price of the common shares and the
ADSs nmay be higher than the price that mght otherw se exist in the open market.
These transactions may be effected on the Nasdag National Mrket or otherw se
and, if conmenced, nay be discontinued at any tine.

Nei ther we, the selling sharehol der nor Lehman Brothers make any
representation or prediction as to the direction or magnitude of any effect that
the transactions described above nmay have on the price of the conmon shares and
the ADSs. In addition, neither we, the selling sharehol der nor Lehnan Brothers
make representations that we or Lehman Brothers will engage in these stabilizing
transactions or that any transaction, once comvenced, wll not be discontinued
Wi t hout noti ce.

Lock-up Agreenent

V¢, our directors, officers, and certain sharehol ders, including
Stolt-Nelsen S A, have agreed not to offer to sell, sell or otherw se dispose
of, directly or indirectly, any shares of capital stock or any securities that
may be converted into or exchanged for any shares of capital stock for a period
of 90 days fromthe date of the underwiting agreenent without the prior witten
consent of Lehman Brothers, except that we nay sell the conmon shares or ADSs
offered in connection with this offering and we may grant options to purchase
conmon shares under our option plans.

I ndemmi fi cation

V¢ have agreed to indemnify Lehnan Brothers against certain
liabilities, including liabilities under the Securities Act and liabilities
arising frombreaches of representations and warranties contained in the
underwiting agreenent, and to contribute to paynents that Lehman Brothers nmay
be required to nake for these liabilities.

Ofers and Sales in Canada

This prospectus is not, and under no circunstances is it to be
construed as, an advertisenent or a public offering of shares in Canada or any
province or territory thereof. Any offer or sale of shares in Canada will be

nmade only under an exenption fromthe requirenents to file a prospectus and an
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exenption fromthe deal er registration requirenent in the relevant province or
territory of Canada in which such offer or sale is nade.

Stanp Taxes
Purchasers of the shares offered by this prospectus nmay be required to

pay stanp taxes and other charges under the laws and practices of the country of
purchase, in addition to the offering price listed on the cover page of this
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prospectus. Accordingly, we urge you to consult a tax advisor with respect to
whet her you may be required to pay those taxes or charges, as well as any other
tax consequences that may arise under the | aws of the country of purchase.

Hectronic D stribution

A prospectus in electronic format may be nade avail abl e on the Lehnman
Brothers or Fearnley Fonds Internet sites or through other online services
mai ntai ned by Lehnan Brothers, Fearnley Fonds or their affiliates. In those
cases, prospective investors may view offering terns online and, depending on
the site, may be allowed to place orders online. Lehman Brothers may agree with
us to allocate a specific nunber of common shares or ADSs for sale to online
br oker age account hol ders. Any such allocation for online distribution will be
nmade on the same basis as other allocations.

G her than this prospectus in electronic format, the infornation on the
Lehnman Brothers and Fearnl ey Fonds web sites and any information contained in
any other web site maintained by Lehnan Brothers or Fearnley Fonds is not part
of this prospectus or the registration statement of which this prospectus is a
part, has not been approved or endorsed by us or Lehman Brothers or Fearnley
Fonds in their respective capacities as underwiter or selling agent and shoul d
not be relied upon by investors.

Q her

Lehman Brothers has provi ded and expects to continue to provide
financial advisory or investment banking services to us for which it has
recei ved and continues to receive custonary conpensation.

Nor way

This docurent is not a prospectus under Norwegi an | egislation and has
not been approved by the Gsl o Stock Exchange. W are not naking an of fering
subj ect to prospectus requirenments under Norwegi an | egislation.

Uni ted Ki ngdom

Lehman Brothers has represented and agreed that: (i) it has not offered
or sold and, prior to the expiry of a period of six nonths fromthe closing date
of the offering, will not offer or sell any cormon shares or ADSs to persons in
the United Kingdom except to persons whose ordinary activities involve themin
acquiring, holding, managing or disposing of investments (as principal or agent)
for the purposes of their businesses or otherw se in circunstances which have
not resulted and will not result in an offer to the public in the United K ngdom
within the nmeaning of the Public Ofers of Securities Regulations 1995 or the
Fi nanci al Services and Markets Act 2000 (the "FSMA'); (ii) it has only
comuni cated or caused to be comuni cated and will only connunicate or cause to
be comuni cated any invitation or inducenment to engage in investment activity
(within the neaning of section 21 of the FSMA) received by it in connection with
the issue or sale of any common shares or ADSs in circunstances in which section
21(1) of the FSVA does not apply to the Issuer; and (iii) it has conplied and
will conply with all applicable
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provisions of the FSMA with respect to anything done by it in relation to the
common shares or ADSs in, fromor otherw se involving the United Ki ngdom

Japan
Lehman Brothers has represented and agreed that it has not offered or

sold and will not offer or sell any conmon shares or ADSs, directly or
indirectly, in Japan or to or for the account of any resident of Japan except
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(A) pursuant to an exenption fromthe registration requirenents of the
Securities and Exchange | aw of Japan and (B) in conpliance with any other
appl i cabl e requirenents of Japanese | aw.

Ger many

The offer and sale of shares within Gernmany is subject to restrictions
set forth in the German Securities Selling Prospectus Act
(Wrt papi er - Ver kauf spr ospekt geset z) . Lehman Brothers has agreed that it wll not
offer, sell, or deliver common shares or ADSs in Germany as part of a public
offering. Securities will be offered, sold or delivered in Germany excl usively
to professional investors within the nmeaning of Section 2 of the German
Securities Selling Prospectus Act.

The Net herl ands

The common shares and ADSs may not be offered, transferred, delivered
or sold in The Netherlands as part of the initial distribution or any time
thereafter, and this prospectus may not be distributed and circulated in The
Net herl ands other than to individuals or legal entities who or which trade or
invest in securities in the conduct of a business or profession (which includes
banks, securities firns, insurance conpanies, pension funds, investnment
institutions, central governnents, large international and supranational
institutions and other parties, including treasury departnents of commercial
enterprises, which are regularly active in the financial markets in a
prof essi onal nanner).

Luxenbour g
V¢ are not nmaking, and we have not authorized anyone to make, a public

offering of shares in Luxenbourg.
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EXPENSES CF THE | SSUE

VW will pay the follow ng estimated expenses (not including
underwriting di scounts and commi ssions and expenses rei nbursed by us) to be
incurred in connection with the issuance and distribution of the commn shares
to which this prospectus relates. Gher than the SEC filing fee, all of these
expenses are estinmated.

SECfiling fee....... ... oo $7, 258
Accounting fees and expenses.................... 170, 000
Legal fees and expenses ........................ 200, 000
Transfer Agent's fees........... .. ....coiiuinn. 300, 000
Printing and engraving expenses................. 100, 000
Luxenbourg tax on increase of capital........... 202, 527
Mscellaneous .......... ..., 20, 215
Total ... $1, 000, 000

ENFORCEABILITY CF QML LIABILITIES

W are a corporation organi zed under the |aws of Luxenbourg. Several of
our directors and officers reside and maintain nost of their assets outside the
United States and it may not be possible to effect service of process within the
United States on us or on such persons, or to enforce against us or themin US.
courts judgments obtained in such courts based on the civil liability provisions
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of the U S federal securities |aws. W have been advi sed by H vinger, Hoss &
Prussen, our Luxenbourg counsel, that there is substantial doubt as to whether
the courts of Luxenbourg would (1) enforce judgnents of U S. courts obtained in
actions against us or such directors and officers based on the civil liability
provisions of the U S. federal securities laws or (2) entertain original actions
brought in Luxenbourg agai nst us or such directors and officers predicated
solely upon the civil liability provisions of the U S. federal securities |aws.
There is no treaty in effect between the United States and Luxenbourg providi ng
for such enforcenent, and there are grounds upon whi ch Luxenbourg courts nay
choose not to enforce judgnents of U S courts. Certain renedi es avail abl e under
the U S federal securities |aws would not be enforced by Luxenbourg courts as
contrary to that nation's public policy.

WHERE YOU CAN FI ND ADDI TI ONAL | NFCRVATI ON

VW have filed with the Securities and Exchange Conmi ssion a
registration statenment on FormF-3 under the Securities Act of 1933 relating to
this offering of our common shares. This prospectus does not contain all of the
information contained in the registration statement. The rules and regul ati ons
of the Conmission allowus to omt various information fromthis prospectus that
isincluded in the registration statenent. Statenents nade in this prospectus or
incorporated herein by reference concerning the contents of any contract,
agreenent or other docunent are sunmaries of all nmaterial information about the
docurrents sunmarized, but are not conplete descriptions of all terns of these
docurent s.

You nmay read and copy the registration statement, including the related
exhi bits, the docurments incorporated by reference into this prospectus and any
docurent we file with the Conmission, wthout charge at the Securities and
Exchange Conm ssion's public reference roomat 450 Fifth Street, NW,

Washi ngton, D.C. 20549 and at the Commission's regional office at Gticorp
Center, 500 Wést Madison Street, Suite 1400, Chicago, |llinois 60661. You nay

al so obtain copies of the docunents at prescribed rates by witing to the Public
Ref erence Section of the Conmission at 450 Fifth Street, NW, Washington, D.C
20549. Please call the Conmission at 1-800-SEC 0330 for further information on
the public reference room In addition, the registration statenent and the
docunent s i ncorporated by
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reference into this prospectus are publicly available through the web site
nmai ntai ned by the Securities and Exchange Conmi ssion at waw sec. gov.

W are subject to the informational requirements of the Securities
Exchange Act of 1934 applicable to foreign private issuers and the obligations
of these requirenents by filing reports with the Conm ssion. As a foreign
private issuer, we are exenpt fromthe rules under the Exchange Act relating to
the furnishing and content of proxy statements, and our officers, directors and
princi pal sharehol ders are exenpt fromthe reporting and short-swing profit
recovery provisions contained in Section 16 of the Exchange Act. In addition, we
are not required under the Exchange Act to file periodic reports and financial
statenments with the Securities and Exchange Commi ssion as frequently or as
pronptly as U S. conpani es whose securities are registered under the Exchange
Act. However, we file with the Securities and Exchange Conmi ssion, within six
nonths after the end of each fiscal year, an annual report on Form 20-F
containing financial statements exam ned and reported on, with an opinion
expressed, by an independent public accounting firm

W furnish to Gtibank, N A, as depositary under our Deposit
Agreenent, copies of all reports required to be filed by us with the Conm ssion
under the Exchange Act, including our annual reports in English containing a
brief description of our operations and our audited annual consolidated
financial statenments prepared in accordance with U S. generally accepted

4/17/2002 12:12 PM



EDGAR Eae4.1a- 02211, , -

61 of 112

accounting principles and Regul ation S X of the Conmission. In addition, we are
required under the Deposit Agreenent to furnish the depositary with copies of
all notices of neetings of holders of common shares and other reports and
communi cations that are generally nade avail abl e to such hol ders. Under certain
circunstances, the depositary will arrange for the nailing, at our expense, of
such notices, other reports and conmunications to all hol ders of American
Depositary Shares.

I NOCRPCRATI ON OF DOCUMENTS BY REFERENCE

The Conmission allows us to "incorporate by reference” into this
prospectus information fromother docunents that we file with them which neans
that we can disclose inportant information by referring to those docunents. The
information incorporated by reference is considered to be part of this
prospectus, and information that we file later with the Comm ssion will
automatical |y update and supersede this information. W incorporate by reference
the docunents listed below and any future filings we nake with the Comm ssion
under Sections 13(a), 13(c) or 15(d) of the Exchange Act (including reports on
Form6-K, if we identify in those reports that they are being incorporated by
reference into this prospectus) until we have sold all of the common shares to
which this prospectus relates or the offering is otherw se term nated:

o] our Annual Report on Form 20-F for the year ended Novenber 30,
2000 (including the description of share capital contained
therein); and

o our Reports on Form 6-K furnished to the SEC on July 23, 2001,
Cctober 19, 2001, February 25, 2002 and April 12, 2002.
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You nmay request a copy of these filings, at no cost, by witing or
t el ephoni ng us. Any requests shoul d be directed to:

Julian Thonson
Stolt Ofshore MS. Ltd.
Dol phi n House
Wndnmi || Road
Sunbur y- on- Tharres
M ddl esex TWL6 7HT
Engl and
Tel : (44) 1932-773-700

LEGAL MATTERS

The validity of the common shares offered hereby will be passed upon by
B vinger, Hoss & Prussen, our Luxenbourg counsel. Certain |egal matters in
connection with this offering relating to US. federal and New York law wi |l be
passed upon for us by Wite & Case LLP, New York, New York. James P. Hurlock, a
nenber of our board of directors, is aretired partner of Wite & Case LLP.
Certain legal matters in connection with this offering will be passed upon for
the underwiter by Wil, Gotshal & Manges LLP.

EXPERTS

Qur Consol idated Financial Statenents as of Novenber 30, 2001 and 2000
and for the three years ended Novenber 30, 2001 included el sewhere in this
prospectus have been audited by Arthur Andersen, @ asgow, Scotland, independent
public accountants, as indicated in their reports with respect thereto, and
included herein in reliance on the authority of that firmas experts in
accounting and auditing in giving those reports.

The financial statenents of Mar Profundo Qrassol as of Decenber 31,
2001 and 2000 and for the two years ended Decenber 31, 2001 filed as an exhibit
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to the registration statenent relating to this prospectus have been audited by
Barbier Frinault & Associes, Paris, France, independent public accountants, and
are included in the registration statement in reliance on the authority of that
firmas experts in accounting and auditing and in giving those reports.
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Report of independent public accountants

To Stolt Ofshore S.A

W have audited the acconpanyi ng consolidated bal ance sheets of Stolt Cfshore
S. A (a Luxenbourg conpany) and its subsidiaries as of Novenber 30, 2001 and
2000, and the related consolidated statenments of operations, sharehol ders'
equity and cash flows for each of the three years in the period ended Novenber
30, 2001. These financial statements are the responsibility of the Conpany's
nmanagenent. Qur responsibility is to express an opinion on these financial
statenents based on our audits.

W conducted our audits in accordance with generally accepted auditing standards
inthe United States. Those standards require that we plan and performthe audit
to obtain reasonabl e assurance about whether the financial statements are free
of material misstatenent. An audit includes exam ning, on a test basis, evidence
supporting the anounts and disclosures in the financial statenents. An audit

al so includes assessing the accounting principles used and significant estinates
nmade by managerent, as well as evaluating the overall financial statenent
presentation. W believe that our audits provide a reasonabl e basis for our

opi ni on.

I'n our opinion, the financial statenents referred to above present fairly, in
all material respects, the financial position of Stolt Cfshore S A and
subsidiari es as of Novenber 30, 2001 and 2000 and the results of their
operations and their cash flows for each of the three years in the period ended
Novenber 30, 2001, in confornmity with accounting principles generally accepted
inthe United States.
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Arthur Ander sen
d asgow, United Ki ngdom
January 30, 2002
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Consol i dated statenments of operations

<TABLE>

<CAPTI ON>

For the year ended Novenber 30 2001 2000 1999
(in thousands, except per share data) $ $ $
<s> T s << 7 <<
Net operating revenue 1, 255, 938 983, 420 640, 726
Operating expenses T 161, 553) (930, 046) (568, 304)
Goss profit - s T 94,385 53,374 72,422
""""""" e I ke sl A% 11.3%
Equity in net income of non-consolidated joint ventures 11,655 5,793 5,197
Administrative and general expenses T (64,043 (60,913)  (51,825)
Inpairment of Conex trade name " note2 (1932 S .
Restructuring charges T note 16 S maesy T (1,639)
Net operating income (loss) T 32,065  (5,040) 24,155

I nterest expense (29, 271) (32,157) (17, 692)
Interest income T 2,451 2,165 966
Foreign currency exchange losses, nmet T (323 (s10) (80)
Other income, net T 2,300  1a2 355
Income (Ioss) before income taxes and minority interests 9,222 (35,700) 7,704
Income tax (provision) bemefit 77 note 10 (20,619) 3,778 8,509
(Loss) income before minority interests T (11,397) (31,922) 16,213
Mnority interests T (2,806)  (2,821) .
Net (loss) income T (14,203) (34,423) 16,213

Ear ni ngs per Common Share

Net (1 o0ss) incone per Common Share and Common Share equival ent:

Basi c (0.16) (0. 44) 0.27
Toiluted T (0.16)  (0.49) 0.27
Vi ghted average number of Common Shares and Common Share T
equi val ents outstandi ng note 2 Nunber Nunber Nunber
TBasic T 87,201 78,774 59,092
Tbiluted T 87,201 78,774 59, 545
</ TABLE>

The acconpanying notes to the consolidated financial statenents are an integral
part of these consolidated financial statements.
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Consol i dat ed bal ance sheets

<TABLE>
<CAPTI ON>

As of Novenber 30
(in thousands, except share data)

<S> <C
ASSETS

Restricted cash deposits note 4
Trade receivables note 5
Inventories and work-in-progress T note 6
Receivabl es due fromrelated parties and short-term advances to
non-consol i dated joint ventures note 9
Prepaid expenses and other current assets note 7

Total current assets

Fi xed assets, at cost note 8

Total fixed assets, net

2001 2000

e T <
11, 670 6, 315
1,296 4,337

428, 601 268, 491

25, 424 33, 701

61, 140 29, 837
44,836 51, 817

572, 967 394, 498
1,096, 329 1,042, 974
(316, 858) (239, 626)
779, 471 803, 348

Total assets

Current liabilities

OQther current liabilities

Total current liabilities

Long-term debt and capital |ease obligations note 13

Common Shares, $2.00 par value - 140,000, 000 shares authorized (2000:
34,000, 000), 70,228,536 shares issued and outstanding (2000:
22,723,134)

Class A Shares, $2.00 par value - nil shares authorized (2000:
68, 000, 000), nil shares issued and outstanding (2000: 47,429, 790)

Cl ass B Shares, $2.00 par value - 34,000,000 shares authorized, issued
and outstanding (2000: 34, 000, 000)
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65, 445 75, 344
494,775 381, 827
ass06 288, 653
1104 26,743
''''' 39,055 30,505
""" 4902 3707
""""" 7,200 1,798
405,466 351,496
140, 457 45, 446

- 94, 860

68, 000 68, 000
463,615 463,379
""" 52,43 66,639
" (e4486) (68, 875)
" e60,022 669,449
71,560,263 1,402,772
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</ TABLE>
The acconpanying notes to the consolidated financial statenents are an integral
part of these consolidated financial statements.
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Consol i dated statements of sharehol ders' equity

<TABLE>
<CAPTI ON>
Accunul at ed Tot al Conpr ehensi ve
Conmon Class A Class B Paid-in Retained conprehensive sharehol ders’ i ncome
Shar es Shar es Shar es surplus earnings | oss equity (l oss)
(in thousands, except share data) $ $ $ $ $ $ $ $
<S> <C> <C <C> <C> <C> <C> <C <C
Bal ance, November 30, 1998 44,731 39, 360 68, 000 178, 290 84, 869 (14,700) 400, 550
Net income - - - - 16, 213 - 16, 213 16, 213
Transl ation adjustnments, net - - - - - (8,825) (8,825) (8, 825)
Conpr ehensi ve i ncone - - - - - - - 7,388
Exerci se of share options 182 62 - 339 - - 583
O her, net - - - (78) - - (78)
Bal ance, Novenmber 30, 1999 44,913 39, 422 68, 000 178, 551 101, 082 (23, 525) 408, 443
| ssuance of 1,758,242 Class A
Shares - 3,516 - 21,934 - - 25, 450
| ssuance of 6,142,857 Class A
Shares - 12, 286 - 101, 357 - - 113, 643
| ssuance of 10,341,261 Class A
Shar es - 20, 683 - 79, 317 - - 100, 000
| ssuance of 9,433,962 Class A
Shar es - 18, 868 - 81,132 - - 100, 000
Net | oss - - - - (34,443) - (34, 443) (34, 443)
Transl ation adjustnments, net - - - - - (45, 350) (45, 350) (45, 350)
Conpr ehensi ve | oss - - - - - - - (79, 793)
Exerci se of share options 533 85 - 1, 280 - - 1, 898
Ot her, net - - - (192) - - (192)
Bal ance, Novenmber 30, 2000 45, 446 94, 860 68, 000 463, 379 66, 639 (68, 875) 669, 449
Recl assification of Class A
Shares to Conmon Shares 94,860 (94, 860) - - - - -
Net | oss - - - - (14,203) - (14, 203) (14, 203)
Transl ation adjustment in
respect of SFAS No. 133 - - - - - (2,238) (2,238) (2,238)
Gain on hedging reclassified in
to earnings - - - - - 2,238 2,238 2,238
Transl ation adjustnments, net - - - - - 4,389 4,389 4,389
Conpr ehensi ve | oss - - - - - - - (9, 814)
Exerci se of share options 151 - - 376 - - 527
O her, net - - - (140) - - (140)
Bal ance, Novenber 30, 2001 140, 457 - 68,000 463,615 52, 436 (64, 486) 660, 022

</ TABLE>

The acconpanying notes to the consolidated financial statenents are an integral
part of these consolidated financial statements.
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Consol i dated staterments of cash flows

<TABLE>
<CAPTI ON>

For the year ended Novenber 30 2001 2000 1999
(in thousands) $ $ $

s> T < 7 < 7 <<
Cash flows from operating activities

Adj ustments to reconcile net (loss) incone to net cash provided by
operating activities

Depreci ation and anortization 91, 750 82,117 56, 136
Inpairment of Comex trade mame T gy T N N
Amortization of drydock costs T 8 441 3,985 3,793
Equity in earnings of non-consolidated joint ventures (11,655)  (5,793)  (5,197)
Mnority interest in consolidated subsidiaries 2.8 2821 .
Deferred tax T (4 434y (16, 731) (15, 668)
Gain on sale of assets T 038y (572) (290)

Trade receivabl es (141, 003) 18, 316 42,320
Prepaid expenses and other current assets 77" "10.024 (18,576) 774
Inventories and work-in-progress T 8,241 (13, 160) 4,653
Accounts and notes payable T 91,022 29,004 (53,737)
Accrued salaries and benefits T 635  (5,517)  (8,793)
Other short-termand other long-termliabilities (25, 928) 28,630 2,239
Payments of drydock costs (17,893)  (11,638) (2,108)
Net cash provided by operating activities T 4,501 58,233 40,335

Acqui sition of subsidiaries, net of cash acquired (61) (111,175) -
Purchase of fixed assets T (62,868)  (61,724) (90,918)
Proceeds fromsale of fixed and intangible assets 5590 19,157 2,807
(Increase) decrease in investnents and other non-current financial assets  (26,089)  (6,886) 680
Dividends from non-consolidated joint ventures 12235 21640
Net cash used in investing activities T (71,193) (160, 628) (75,791)

Net increase (decrease) in bank overdraft 3,332 (104, 323) 5,624
Proceeds from issuance of long-termdebt T 69,985 340,000 34,000
Repayments of long-termdebt TR J(178,597)  (1,370)
Decrease (increase) in restricted cash deposits securing capital lease U
obligations and accrued taxation liabilities 2,628 (2,601) (1,012)
Repayments of capital lease obligations 7777 77(38a5)  (5,425)  (3,117)
Decrease in funding fromaffiliate T - (1s0,000) .
Proceeds fromthe issuance of Class A Shares T 2199808 N
Exercise of share options 387 1,808 583
Net cash provided by financing activities T 72,487 103,760 34,708
Effect of exchange rate changes on cash " (a40)  (902) (2,775)
Net increase (decrease) in cash and cash equivalents 5385 463 (3,523)
Cash and cash equivalents at beginning of year §315 5852 9,375
Cash and cash equivalents at end of year 77777117670 6,315 5,852
</ TABLE>

The acconpanying notes to the consolidated financial statements are an integral
part of these consolidated financial statenents.
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Notes to the consolidated financial statenents

1. The Conpany

Stolt Ofshore S A ("the Conpany") is one of the largest offshore contractors
inthe world with services covering all phases of subsea of fshore oil and gas
operations fromexploration to deconm ssioning. The Conpany operates in nore
than 60 countries worldwi de and nmai ntains regional offices in the UK ; Norway;
Asia Pacific; Southern Europe, Africa and the Mddle East ("SEAME'); South
Anerica; and North Anerica.

The narket for the Conpany's services is dependent upon the success of
exploration and the |evel of devel opnent and production expenditures in the oil
and gas industry. Such expenditures are cyclical in nature and influenced by
prevailing and anticipated oil and gas prices.

The Conpany has investnents in several joint ventures, the nost significant of
which is Mar Profundo Grassol, a joint venture with a French engineering
conpany. The Conpany's share of the joint venture's net incone is 50%

The renai nder of the joint ventures in which the Conpany has interests, with the
exception of Seaway Heavy Lifting Linmted ("SH.") and NKT Flexibles 1/S, have
been entered into on project specific bases to enhance the range of services
provided to the custonmer. In these joint ventures, the Conpany will typically
have interests ranging from25%to 55%

2. Accounting policies

Principles of consolidation

The consol idated financial statements have been prepared in accordance with
general |y accepted accounting principles in the US and include the accounts of
all majority-owned conpanies in which the Conpany has operating control. Al
significant interconpany transactions and bal ances have been elimnated. The
Conpany accounts for its non-consolidated joint ventures under the equity

met hod.

The Conpany records minority interest expense, which reflects the portion of the
earnings of the najority-owed operations that are applicable to the nminority
interest partners. Follow ng the acquisition of ETPMS A ("ETPM) in 2000, the
Conpany increased its holding in Alto Mar A rassol from331/3%to 662/3% The
mnority interest anounts recorded i n the acconpanyi ng consol i dated financial
statenments primarily represent the share of mnority partners interest in this
entity and mnority partners 62%interest in Paragon Engi neering Hol dings, Inc.,
the recently acquired engineering service group which is discussed further in
Note 3.

Foreign currency translation

The Conpany, incorporated in Luxenbourg, has U S. Dollar share capital and
dividends are expected to be paid in US. Dollars. As a result, the Conpany's
reporting currency is the US Dollar.

The Conpany translates the financial statenments of its subsidiaries fromtheir
functional currencies (usually local currencies) into U S Dollars. Assets and
liabilities denomnated in foreign currencies are translated at the exchange
rates in effect at the bal ance sheet date. Revenue and expenses are transl ated
at exchange rates which approxi mate the average exchange rates prevailing during
the period. The resulting translation adjustnents are recorded in a separate
conponent of accunul ated conprehensive | oss as "Transl ati on adjustments, net" in
t he acconpanyi ng consol i dated statenents of sharehol ders' equity. Exchange gains
and | osses resulting fromtransactions denoninated in a currency other than that
of the functional currency are included in "Foreign currency exchange | osses,
net" in the acconpanying consolidated statenents of operations. The functional
currencies of the conpanies that conprise the Norway region and the U K region
are Norwegi an Kroner and British Pound, respectively. The US Dollar is the
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functional currency of the nost significant subsidiaries within the Asia
Pacific, North Anmerica, SEAME and South Anerica regions.

The Conpany uses derivative instruments, prinarily forei gn exchange forward
contracts, to reduce its exposure to currency fluctuations. Al of the
instrunents used are hedges agai nst forecasted underlying operating or bal ance
sheet exposures, the forner designated as cash flow hedges and the latter
designated as fair val ue hedges. The Conpany does not enter into open

specul ative positions. Effective Decenber 1, 2000, the Conpany adopted Statenent
of Financial Accounting Standards ("SFAS') No. 133, "Accounting for Derivative
Instrunents and Hedgi ng Activities", as anmended, which requires that all
derivative instruments be reported on the bal ance sheet at fair val ue and
establishes criteria for designation and effectiveness of hedging rel ati onshi ps.
If the derivative is designated as a cash flow hedge, the effective portions of
the changes in the fair value of the derivative instrument are recorded in other
conpr ehensi ve income ("OCO") and are recogni zed in the statenent of operations
when the hedged itemaffects earnings. If the derivative instrument is
designated as a fair val ue hedge, the changes in the fair value of the
derivative instrunent and of the hedged itemattributable to the hedged risk are
recogni zed in the results of operations. Ineffective portions of changes in the
fair value or the cash flow hedges are recogni zed in earnings. The cumul ative
effect of adopting SFAS No. 133 was not material. See the further discussion on
derivative instruments in Note 23.

Revenue recogni tion

Long-termcontracts are accounted for using the percentage-of -conpl eti on nethod.
Revenue and gross profit are recogni zed each period based upon the advancenent
of the work-in-progress unless the stage of conpletion is insufficient to enable
a reasonably certain forecast of gross profit to be established. In such cases,
no gross profit is recognized during the period. Provisions for anticipated

| osses are nade in the period in which they becone known.

A major portion of the Conpany's revenue is billed under fixed-price contracts.
However, due to the nature of the services performed, variation orders are
commonly billed to the custoners in the nornmal course of business and are
recogni zed as contract revenue only after agreement fromthe custoners has been
reached on the scope of work and fees to be charged.
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Notes to the consolidated financial statenments continued

Fi xed assets

Fi xed assets are recorded at cost or fair market val ue when obtained through
acquisition. Interest costs incurred between the date that financing is provided
for an asset and the date that the asset is ready for use are capitalized. No
interest was capitalized for the years ended Novenber 30, 2001, 2000 or 1999.
Assets acquired pursuant to capital |eases are capitalized at the present val ue
of the underlying | ease obligations and anortized on the sane basis as fixed
assets described bel ow

Depreciation of fixed assets is recorded on a straight-line basis over the
useful lives of the assets as follows:

Construction support ships 6 to 25 years
Qper ati ng equi pnent 7 to 10 years
Bui | di ngs 20 to 33 years
QG her assets 5 to 10 years

Ships are depreciated to a residual value of 10%of acquisition cost, which
refl ects managenent's estinate of sal vage or otherw se recoverabl e value. No
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residual value is assuned with respect to other fixed assets.

Costs for fitting out construction support ships are capitalized and anortized
over a period equal to the remaining useful life of the related equipnent.
Permanent marine inventories on ships are depreciated in a nanner sinilar to
their related ships.

Depr eci ati on expense, which includes anortization of assets under capital
| eases, was approximately $86.0 nmillion for the year ended Novenber 30, 2001
(2000: $76.2 nillion and 1999: $50.3 mllion).

On Decenber 1, 1999 the Conpany changed its accounting policy for drydock costs
froman accrual basis to a deferral basis. Anortization of capitalized drydock
costs was $8.4 nillion for the year ended Novenber 30, 2001 (2000: $4.0 nillion
and 1999: $3.8 million). The unanortized portion of capitalized drydock costs of
$21.2 mllion (2000: $11.9 mllion) is included in "Deposits and non-current
recei vabl es" in the acconpanyi ng consol i dated bal ance sheets.

Mai nt enance and repair costs, which are expensed as incurred, were $42.1 mllion
for the year ended Novenber 30, 2001 (2000: $44.2 nmllion and 1999: $33.7
mllion).

Goodwi I | and ot her intangible assets

Goodwi I | represents the excess of the purchase price over the fair value of net
assets acquired. Goodwi Il arising on acquisitions prior to June 30, 2001 is
being anortized on a straight-line basis over 15 to 30 years and is reviewed for
i mpai rment whenever events or changes in circunstances indicate that the
carrying value may not be recoverable. Goodwi |l arising after this date will not
be anortized in accordance with SFAS No. 142, "Coodwi || and Qther Intangible
Assets" and is tested for inpairment on an annual basis or earlier whenever

i ndicators of inpairnent arise.

Included in the net book val ue of intangible assets at Novenber 30, 2001 was
goodwi I | of $120.1 nmillion (2000: $117.7 mllion) and other intangible assets of
$2.1 (2000: $9.0 nillion). The anortization expense for the year ended Novenber
30, 2001 was $5.7 mllion excluding the one-off inpairment charge for the Conex
trade nane as di scussed bel ow (2000: $5.9 million and 1999: $5.8 million).

During the year ended Novenber 30, 2001, in light of the increased worl dw de
recognition of the Stolt Cffshore name, the Conpany reviewed the carrying val ue
of its forner trade name Conex for possible inpairnent in accordance wth SFAS
No. 121, "Accounting for the Inpairnment of Long-Lived Assets and for Long-Lived
Assets to be D sposed O". The Conpany determined that the value of the trade
nane had been inpaired and recorded a charge of $7.9 mllion in its results of
operations for the wite-down of the trade nane.

Cash and cash equival ents
Cash and cash equival ents include tine deposits and certificates of deposit with
an original maturity of three nonths or |ess.

Earni ngs per share

Earni ngs per share is conputed using the weighted average nunber of Conmon and
d ass B Shares and equi val ents outstanding during each period. The conputations
for the three years ended Novenber 30, 2001 are based upon the foll ow ng

out standi ng shares:

As of Novenber 30 2001 2000 1999
Bsic
Comon Shares 70,201,030 61,774,156 42,001,928
Glass B Shares 17,000,000 17,000,000 17, 000,000
ota 87,201,030 78,774,156 59,001, 928
Gluwed
Comon Shares 70,201,030 61,774,156 42,544,870
Glass B Shares 17,000,000 17,000,000 17, 000,000
ota 87,201,030 78,774,156 59,544, 870
Bsic 87,201,030 78,774,156 59,001, 928
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Potential ly

dilutive share

options - - 452,942
Dl uted 87,201,030 78,774,156 59,544,870

The diluted |l oss per share for the year ended Novenber 30, 2001 does not i nclude
conmon share equival ents in respect of share options of 415,941 as their effect
woul d be anti-dilutive (2000: 624, 373).

d ass B Shares have only 50% of the economc rights of Common Shares.

Al share data and per share data have been restated to reflect the share
recl assification on March 7, 2001 whereby O ass A Shares were reclassified to
Common Shares on a one-for-one basis.

Stock based conpensati on

The Conpany has el ected to account for its stock based conpensation awards to
enpl oyees and directors under Accounting Principles Board ("APB') Qpinion No. 25
and to provide the disclosures required by SFAS No. 123, "Accounting for Stock
Based Conpensation" in Note 20.

F8
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Notes to the consolidated financial statenents continued

Consol i dated statenent of cash flows

Cash interest and cash paid for incone taxes during the year ended Novenber 30,
2001 were $27.2 nillion and $13.7 mllion, respectively, (2000: $27.0 mllion
and $8.0 nmillion, respectively, and 1999: $7.1 mllion and $10.4 nillion,
respectively).

| mpact of new accounting standards

I'n July 2001, the Financial Accounting Standards Board ("FASB') issued SFAS

No. 141, "Busi ness Conbi nations" and SFAS No. 142, "Goodwi || and QG her Intangible
Assets". SFAS No. 141 applies to all business conbinations with a closing date
after June 30, 2001 and elimnates the pooling-of-interests nethod of accounting
and further clarifies the criteria for recognition of intangible assets
separately fromgoodw | |. SFAS No. 142 elinnates the anortization of goodwi ||
and indefinite-lived intangible assets and initiates an annual review for
inpairment. Identifiable intangible assets with determnable useful |ives will
continue to be anortized. The amortization provisions apply to goodwi Il and to
other intangible assets acquired after June 30, 2001. Goodwi |l and ot her
intangi bl e assets acquired prior to June 30, 2001 will be affected upon
adoption. The Conpany will adopt SFAS No.142 for the fiscal year commenci ng
Decenber 1, 2002 which will require the Conpany to cease anortization of its
remai ning net goodwi || bal ance and performan inpairnment test of its existing
goodwi | | based on a fair val ue concept. The Conpany has not determned the
inpact that these Statenents will have on goodwi || and other intangible assets
or whether a cunul ative effect adjustnment will be required upon adoption to
reflect the inpairnment of previously recognized goodw || and other intangible
assets.

I'n June 2001, the FASB issued SFAS No. 143, "Accounting for Asset Retirement
Cbligations". SFAS No.143 requires that the fair value of a liability for an
asset retirenent obligation be recognized in the period in which it is incurred
if areasonable estinmate of fair value can be nade. The associ ated asset
retirement costs are capitalized as part of the carrying amount of the
long-lived asset. Changes in the liability for an asset retirenent due the
passage of tine shall be recognized as an increase in the carrying anmount of the
liability and as an operating expense in the statenent of operations. SFAS
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No. 143 is effective for fiscal years beginning after June 15, 2002. The Conpany
does not anticipate that adopti on of SFAS No. 143 will have a material inpact on
its results of operations or its financial position.

I'n August 2001, the FASB issued SFAS No. 144, "Accounting for the |npairnent or
D sposal of Long-Lived Assets". SFAS No. 144 superseded SFAS No. 121, "Accounting
for the Inpairnent of Long-Lived Assets and for Long-Lived Assets to be Disposed
O ." SFAS No. 144 primarily addresses significant issues relating to the

i npl ementation of SFAS No. 121 and devel ops a single accounting nodel for
long-lived assets to be disposed of by sale that is consistent with the
fundanental provisions of SFAS No.121. SFAS No. 144 is effective for fiscal years
begi nni ng after Decenber 15, 2001. The Conpany currently has no plans to di spose
of any operations and, accordingly, does not anticipate that adoption of SFAS
No. 144 will have a material inpact on its results of operations or its financial
posi tion.

Conpar ati ve anmounts
Certain anounts within the 2000 financial statements have been reclassified to
conformwith the 2001 presentation.

3. Business acquisitions

On March 30, 2001, the Conpany acquired 82%of the voting rights and 62% of the
econom c rights of a newy created conpany, Paragon Engineering Hol dings, I|nc.
("PEH"). PEH subsequently purchased 20% of the share capital of Paragon

Engi neering Services, Inc. ("Paragon"), a Houston-based engi neering service
conpany, and an option to purchase an additional 40%of the share capital. PEH
exercised the option on Septenber 4, 2001. On July 18, 2001, the Conpany
purchased the entire share capital of the Paris-based engi neering conpany
Ingerop Litwin ("Litwin"). These acquisitions, by adding conceptual design and
detailed engineering services, will enable the Conpany to better undertake all
engi neering required on many of the |arge engineering, procurenent, installation
and comm ssion type contracts that are expected to come into the narket in the
next few years.

The consi deration, including acquisition costs, paid to acquire Paragon and
Litwin was $16.7 nillion of which $4.3 mllion in relation to the Paragon

acqui sition has been deferred for paynent until March 30, 2005. The net present
val ue of the deferred paynent has been included in "CQher long-termliabilities"
in the acconpanyi ng bal ance sheet. Additionally, fromMarch 30, 2005, the
Paragon sal e agreenent provides for a paynent to be nade to a forner sharehol der
of Paragon, under the terns of a put and call option. This paynent is contingent
upon a nul tiplier of the future earnings of Paragon, as defined in the
agreenent, exceeding the deferred consideration. No recognition of the
contingent payment has been nade in the financial statenents of the Conpany as
it is not certain beyond reasonabl e doubt that this paynent will be nade and
currently it is not possible to quantify the anmount.

The results of Paragon have been included in the consolidated results of
operations from Septenber 4, 2001, when the Conpany assuned effective control of
the entity. The amount which represents the minority sharehol ders' interests in
the results of Paragon, effectively 62% has been recorded as mnority interest
expense in the results of operations of the Conpany. The results of Litw n have
been included in the consolidated results of operations fromJuly 18, 2001.

The fol l owing tabl e summari zes the estimated fair values of the assets acquired
and the liabilities assumed at the date of acquisition. The Conpany is in the
process of obtaining third-party valuations of certain intangible assets, thus
the allocation of the purchase price is subject to refinenent. Al intangible
assets other than goodw ||, which are mainly custoner lists and various

engi neering databases, are subject to anortization over estimated useful |ives
of three to 10 years.

F-9
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Notes to the consolidated financial statenents continued

(in thousands) $
arrent assets 30,989
Fixed assets at cost 2,538
Intangible assets 2,066
@odall 8,475
Qher non-current assets 039
Total assets acquired 45,007
Qrrent fianilities (23,89
Non-current liabilities (799)
Mrority interest (3. 657)
Net assets acquired 16,654

On Decenber 7, 1999, the Conpany conpleted a transaction to forma joint venture
entity, NKT Flexibles I/S ("NKT"), a manufacturer of flexible flowines and
dynamic flexible risers for the offshore oil and gas industry. The transaction
was effected through the acquisition of Danco A/S, a whol | y-owned Norwegi an
conpany, which holds the investment in NKT. NKT is owned 51% by NKT Hol di ngs
A'S, and 49%by the Conpany through Danco A/'S. The total consideration for the
acquisition was $36.0 mllion: $10.5 mllion cash and the issue of 1,758,242
O ass A Shares, with an average guaranteed val ue of $14.475 per share for a
value of $25.5 nillion. The A ass A Shares have subsequently been converted to
Common Shares on a one-for-one basis. As of Novenber 30, 2001, the Conpany
continued to have an obligation for an average guaranteed val ue of $14.95 over
1, 128, 742 Common Shar es.

The acquisition of Danco A/'S has been accounted for by the purchase nethod of
accounting and, accordingly, the operating results have been included in the
Conpany's results of operations fromthe date of acquisition. The excess of cash
pai d over the fair value of net assets acquired has been recorded as goodwi | | of
$2.1 nillion at the date of acquisition. The goodw || is being anortized over 10
years. The Conpany accounts for the investnent in NKT as a non-consol i dat ed
joint venture under the equity nethod.

On Decenber 16, 1999, the Conpany acquired approxi mately 55%of the French

of fshore construction and engi neering conpany ETPMS. A ("ETPM), a whol | y- owned
subsidiary of Goupe GTIMS A ("GIM). GIM has subsequent|y been acquired by
Qoupe Vinci SCA ("Vinci"). The renaining 45% of ETPMwas acquired on February
4, 2000.

The total consideration for the acquisition was $350.0 nillion and was conprised
of the following itens: (i) $111.6 mllion in cash; (ii) the issue of 6,142,857
d ass A Shares, which have subsequently converted to Cormon Shares on a
one-for-one basis, with a nininumguarantee price of $18.50 per share for a
total value of $113.6 million; (iii) the assunption of debt of $18.4 nillion due
fromETPMto GTM and debt of $71.0 nillion due to third parties; (iv)
acquisition costs of $3.4 mllion; and (v) $32.0 nillion being the net present
val ue at acquisition of a hire purchase arrangenent for two ships owned by GIM
the Seaway Pol aris and the DLB 801, with an early purchase option after two
years.

The acqui sition has been accounted for by the purchase nethod of accounting and,
accordingly, the operating results have been included in the Conpany's results
of operations fromthe date of acquisition. The acquisition generated negative
goodwi I | of $5.8 million and non-current assets have been reduced by this
anmount .

The acquisition was initially funded by cash provided by Stolt-Nelsen S A
("SNSA"), the Conpany's majority sharehol der, and was repl aced by a bridge
finance facility which has subsequent|y been repaid.
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As described nore fully in Note 24, Vinci has advised the Conpany of its
intention to sell all of the Common Shares given as partial consideration by the
Conpany for the acquisition of ETPM The Conpany, in turn, has advi sed Vinci
that it will organize the sale. As specified in the ETPM acqui sition agreenent,
the nininumshare price guarantee of $18.50 per share will apply.

The fol I owi ng unaudited pro fornma information presents a surmary of the

consol i dated results of operations of the Conpany, Paragon and Litwin as if the
acqui sitions occurred at the begi nning of 2000 and the consolidated results of
operations of the Conpany, ETPM and Danco A/S as if the acquisitions occurred at
the begi nning of 1999. Pro forna adjustnents include depreciation and
anortization, interest charges on debt and lines of credit, elimnation of
deferred gains, adjustments to operating | ease expense, pension adjustments,
elimnation of related party transactions and the tax adjustnents associ ated
with the above. The pro forma consolidated results of operations for the year
ended Novenber 30, 2000 would not be materially different fromthe actual
results in respect of the acquisitions of ETPM and Danco A/'S as the acquisitions
occurred close to the start of the financial year.

Pro fornma results for the Conpany, Paragon and Litwin.

(unaudi t ed)

For the year ended Novenber 30 2001 2000
(in thousands, except per share $ $
dat a)

Net operating revenue 1,313,289 1,030, 748
Net | oss (14, 193) (40, 277)

Pro forma results for the Conpany, ETPMand Danco A/S.

(unaudi t ed)

For the year ended Novenber 30 1999
(in thousands, except per share data) $
Net operating revenve 1,360,678
Nt incore 25, 683

F-10
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The pro forma consol idated results do not purport to be indicative of results
that woul d have occurred had the acquisitions been in effect for the period
presented, nor do they purport to be indicative of the results that will be
obtained in the future.

The Conpany's revenue for 2001 included sales of $1.1 mllion to Paragon. The
Conpany' s revenue for 1999 included sales of $2.1 mllion to ETPM

4. Restricted cash deposits

Restricted cash bal ances conprise both funds held in a separate Conpany bank
account, which will be used to settle accrued taxation liabilities, and deposits
nmade by the Conpany as security for certain third-party obligations. There are
no other significant conditions on the restricted cash bal ances.

5. Trade receivabl es

Trade receivabl es at Novenber 30, 2001 of $428.6 mllion (2000: $268.5 nillion)
are net of allowances for doubtful accounts of $9.2 nillion (2000: $8.3
mllion). Included in trade receivables at Novenber 30, 2001 was $215.1 mllion
(2000: $99.8 nillion) of unbilled receivables.

6. Inventories and work-in-progress
Inventories and work-in-progress are stated at the lower of cost or narket value
and conprise the follow ng:

As of Novenber 30 2001 2000

Materials and supplies, net of
reserve of $4,181 (2000: $2,423) 14, 620 11, 789
Spare parts, net of reserve of
$1, 402 (2000: $1,502) 4,281 5,027

Wr k- i n- progress and

nobi | i zat i ons 4,227 14, 441
Fuel s 2,237 2,398
Q her 59 46

Costs are generally determined in accordance with the wei ght ed-average cost
nethod. Costs of fitting out and preparing equi pnent for specific contracts are
included in work-in-progress. Such costs, principally |abor and materials, are
anortized over the shorter of the expected duration of the contracts or the
estinmated useful life of the asset.

7. Enpl oyee | oans

Included in prepaid expenses and other current assets are |oans to enpl oyees of
$4.5 mllion (2000: $2.6 million). Included in deposits and non-current

recei vabl es are | oans to enpl oyees of $0.1 mllion (2000: $0.4 mllion).

8. Fixed assets, net
Fi xed assets conprise the follow ng:

As of Novenber 30 2001 2000
(in thousands) $ % $ %

Construction support
shi ps 715, 367 65 711, 062 68
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Less: Accunul at ed
depreci ation and
anorti zation (316, 858) (239, 626)

9. Investments in and advances to non-consolidated joint ventures
I nvestnents in and advances to non-consolidated joint ventures conprise the
fol | owi ng:

As of Novenber 30 Geogr aphi cal 2001 2000
(in thousands) | ocation $ $
NKT Fl exibles /S Dennar k 18,379 23,237
Mar  Prof undo Vst Africa,
G rassol SEAME 9,580 11,261
Sonarnet Vst Africa,

SEAME (7,458) (8,126)
Sonast ol t Vst Africa,

SEAME 6, 150 5,321
Seaway Heavy
Lifting Limted Cyprus 3,191 2, 809

Proj ect joint
vent ures Norway, SEAME 2,555 (190)

I'n circunstances where the Conpany owns nore than 50% of the voting interest,
but the Conpany's ability to control the operation of the investee is restricted
by the significant participating interest held by another party, the investment
is consolidated under the equity nethod of accounting.

The Conpany accrues |osses in excess of the investment val ue when the Conpany is
committed to provide ongoing financial support to the joint venture.

Taxation in respect of project joint ventures has been included in the results
of the relevant subsidiaries. Undistributed reserves of all other joint ventures
will not be taxed on distribution.

Summari zed financial information for the Conpany's non-consolidated joint
ventures, representing 100% of the respective anounts included in the joint
ventures' financial statements, is as follows:
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I ncone statenent data

For the year ended Novenber 2001 2000 1999
30 (in thousands) $ $ $
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Net operating revenue 296, 305 357,984 237,516
Qoss profit 27,599 29,102 14,581
Net i ncone 24,329 15,351 13,117

As of Novenber 30 2001 2000
(in thousands) $ $
arrent assets 231,402 216,333
Non-current assets 104,868 127,073
Qrrent lianilities 237,581 247,510
Long-termliahilities 38,022 25 269

For conmerci al reasons, the Conpany has structured certain contractual services
through its joint ventures. The incone statenent data for the non-consolidated
joint ventures presented above includes the follow ng expenses related to

transactions with the Conpany in 2001, 2000 and 1999 respectively: charter hire
of $5.1 mllion, $4.4 nillion and $7.2 nillion and other expenses of $60.5

mllion, $34.2 mllion and $27.9 nillion. The joint ventures al so received

revenue of $39.5 mllion, $45.0 mllion and $7.0 nillion fromthe Conpany. The
bal ance sheet data includes amounts payable to joint ventures by the Conpany of
$9.7 mllion and $17.4 nillion and short-termanounts receivabl e by the Conpany
of $61.1 nillion and $29.8 mllion at Novenber 30, 2001 and 2000, respectively.

10. Incone taxes
The incone tax (provision) benefit is as follows:

For the year ended

Novenber 30 2001 2000 1999
(in thousands) $ $ $
Qurrent (25,052) (12, 953) (7, 159)
Def erred 4,433 16,731 15,668

I ncone tax (provision)
benefit (20,619) 3,778 8,509

The tax effects of tenporary differences and net operating | oss carryforwards
("NCLs") at Novenber 30, 2001 and 2000 are as follows:

As of Novenber 30 2001 2000
(in thousands) $ $
Net operating loss carryforwards 77,128 61,788
Qner accruals, net 3,118 18,952
Fixed assets  (63200) (72,622)

Net deferred tax before val uation

al | onance 51, 956 7,918
Valuation allovence  (57,142) (20,956)
Net deferred tax liability (5,186) (13, 038)
Sort-termdeferred tax asset 262 -
Long-termdeferred tax asset 10,386 13,705
Deferred tax liability  (18,194) (26,743)

(5,186) (13, 038)
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The Conpany accounts for incone taxes in accordance with SFAS No. 109,
"Accounting for Income Taxes". SFAS No.109 requires that the tax benefit of such
NCLs be recorded as an asset to the extent that nanagenent assesses the
utilization of such NOLs to be "nore likely than not".

The Conpany has a net deferred tax asset in the US totalling $10.8 mllion.

This represents NCLs, net of fixed asset and other timng differences. These

NCLs expire through 2019. Managenent has deci ded not to increase the deferred
tax asset for NOLs at this tine and has reflected the loss in the current year
as an itemfor which no benefit is recognized.

Managenent has deternined that the results of the U S businesses have been
severely inpacted by the oil and gas prices, which remained | ow for nost of
2001. Managenent bel i eves, based on the Conpany's history of operating earnings
prior to this significant nmarket slunp and its expectations for the future, that
operating inconme of the Conpany will nore likely than not be sufficient to fully
realize the $10.8 mllion net deferred tax asset prior to the expiry of the
NCLs. In determning this, nmanagenent has considered the fact that there are a
nunber of bids for larger field devel opment projects comng into the market and
that the nmargins on | ocal business are expected to recover in 2002 and a
reduction in the interconpany interest burden of the U S. subsidiaries over the
next few years.

The Conpany has taken a val uation all onance agai nst the brought forward deferred
tax asset for NOLs of $1.6 million in Australia and has recogni zed no deferred
tax benefit against the 2001 results.

The net deferred tax asset in Norway of $2.2 million represents NOLs. Managenent
has deternined, based on the history of operating earnings and expectations of
the future, that the operating incone of the Conpany will nore likely than not
be sufficient to fully realize these net deferred tax assets prior to the expiry
of the NCLs, which expire through to 2011.

The U K has unused NOLs, on a tax-effected basis, of $4.4 mllion as at
Novenber 30, 2001, which may be carried forward indefinitely.

The Conpany's U. K shipping subsidiaries have elected to join the UK tonnage
tax regi me, whereby taxable income over the next ten years will be conputed in
part by reference to the tonnage of vessels. Accordingly, the Conpany has

rel eased part of the deferred tax liability arising on accelerated U K shi ppi ng
tax al | onances.
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The incone tax benefit (provision) at the Conpany's effective tax rate differs
fromthe incone tax benefit (provision) at the statutory rate. Principal
reconciling itens include the follow ng:

<TABLE>

<CAPTI ON>

For the year ended Novenber 30, 2001 U.S. Scandinavi a U. K. France(a) Ot her Tot al
(in thousands) $ $ $ $ $ $
<S> <C <C <C <C> <C> <C
(Loss)/incone before income

taxes and mnority interests (45, 886) (3,221) 7,333 (21, 910) 72,906 9,222
Utilization of prior year |osses(b) - - - (1,957) - (1,957)
I ncome subject to withhol ding taxes - - - - (37,105) (37,105)
I ncone in non-taxabl e areas - - - - (28,776) (28,776)
Losses for which no benefit is recognized 45,914 - - - 10, 568 56, 482
Taxabl e (1l oss) income 28 (3,221) 7,333 (23,867) 17,593 (2,134)
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Statutory tax rate 34% 28% 30% 36% 40% c) 17%
Tax at statutory rate (e 902 (2,200 8,697 (7,036) 354
Non-deductible anortization (1682 . (382)  (2,9200 - (4, 989)
Adjustments in respect of prior years 71092 I (3849)  (3,324)  (5,138) (11,219)
Change in valuation allowance 931 - (3,226)  (5,033) (8,752) (16,080)
Imputed interest deduction T S . B S 5381 5 381
Wthhol ding and other taxes T . - (12120 173 (8,484)  (9,523)
Permanent differences T gsey T T3 ey ST 2T (289)
Change in tax regime . S 15,200 . - 15,200
Qher T s . S ey 990 541
Income tax benefit (provisiom) - 1025 4,269 (2,874) (23,039) (20,619)

For the year ended Novermber 30, 2000
(in thousands)

(Loss)/income before incone taxes and minority interests (49,992) (24,935) (1, 708) 5,413 35,522 (35,700)
Wilization of prior year losses(b) T ST S S e (525) (12, 253)
Income subject to withholding taxes T D S o 2 T(38,252) (38, 254)
Incone in non-taxable areas T ST S S 2 7(25,360) (25, 360)
Losses for which no bemefit is recognized 30,057 1,905 1,114 13,157 25560 71,793
Taxable (loss) income T (19,935) (23,030) (s94) 6,842 (3,057) (39,774)
Statutory tax rate T s 20% 0% 3% 45%c) 31%
Tax at statutory rate T 6,778 6,743 178  (2,584) 1,377 12,492
Non-deductible amortization T Glrsay T (0 (aosy T T (666) (2, 904)
Adjustments in respect of prior years 77 872 (1,500) (1s8) S (900) (2. 286)
Change in valuation allowance T DU o T N 2 (1 s19)
Tax credits for research and developnent 7 . . . 3,932 . 3,932
Inputed interest deduction T DU . o S 7,379 7,379
Wthhol ding and other taxes T . . - (2,052)  (9,935) (11,987)
Participation exemption income T DU . o T 2,237 (2,237)
Changes in tax rates TR . . S ey (196) (372
Exchange loss T 213 380 593
oher T 22 15 (249)  (a48) 1,241 687
Income tax benefit (provision) 5,940 5349  (1,324)  (2,630) (3,557) 3,778
</ TABLE>

(a)As a consequence of the acquisition of ETPM taxation in France has becone
nore significant and has therefore been separately identified in 2001 and 2000.
In 1999, it was included in "other".

(b)The reported utilization of prior year |osses against current year profits
represents entities where deferred tax assets had not previously been recogni zed
for those | osses.

(c)The statutory tax rate for the "other" category represents a weighted average
of various local statutory tax rates including certain revenue taxes.

F-13
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<CAPI1 ON>
For the year ended November 30, 1999 ~  Us_ scandinavia UK  France(a)  Oher  Total
(in thousands) $ $ $ $ $ $
s> T <o w7 < << 7 < <
(Loss)/incone before incone taxes and minority interests (41, 085) 18, 015 (128) 30, 902 7,704
Wilization of prior year losses(b) . . ST (10, 926) (10, 926)
Incone in non-taxable areas T S . S (8,648) (8, 648)
Losses for which no benefit is recognized . R S 8,398 8,398
Taxable (loss) income T (41,085) 18,015  (128) 18,726 (3,472)
Statutory tax rate 3a% 28%  30% 37%c) 50%
Tax at statutory rate 05969 (5,048) PR (7,221) 1,742
Non-deductibl e amortization - (s1)  (148) (329)  (525)
Adjustments in respect of prior years T . R S Trs0
State tax credit 975 . S S 975
Imputed tax deduction T . N ST 4,030 4,030
Change in valuation allowance T G1ey T TTusoo) T  T1ees (28)
Non-taxabl e dividend income fromjoint ventures S A ST e T ase
Changes in tax rates TR . ey T T (e
Exchange loss I . 253 esz 257 1,493
Qher T 20 229 (102 T arny 95
Incone tax benefit (provision) 77771493 (4,503  (ss8) (1,278 8,500
</ TABLE>

(a)As a consequence of the acquisition of ETPM taxation in France has becone
nore significant and has therefore been separately identified in 2001 and 2000.
In 1999, it was included in "other".

(b) The reported utilization of prior year |osses against current year profits
represents entities where deferred tax assets had not previously been recogni zed
for those | osses.

(c)The statutory tax rate for the "other" category represents a wei ghted average
of various local statutory tax rates including certain revenue taxes.
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11. Pension comitnents

The Conpany operates both defined contribution and defined benefit pension

pl ans, dependi ng on | ocation, covering certain qualifying enpl oyees.
Contributions under the defined contribution pension plans are determned as a
percent age of gross salary. The expense relative to these plans for the years
ended Novenber 30, 2001, 2000 and 1999 was $1.6 million, $1.1 nillion and $1.4
mllion, respectively.

The Conpany operates both funded and unfunded defined benefit pension plans. The
benefits under the defined benefit pension plans are based on years of service
and salary levels. Plan assets of the funded schenes prinarily are conprised of
mar ket abl e securities.

The fol | owing tables provide a reconciliation of benefit obligation and plan

assets:
As of Novenber 30 2001 2000
(in thousands) $ $

Change in benefit obligation
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year 18,558 17,742
service cost 173 1,304
Interest cost 1165 1,010
pctuarial (gains)/losses (208 1,133

Forei gn currency exchange rate

changes 131 (2, 295)
Benefits paid fromplan assets (423) (426)
Benefit obligation at end of year 20,900 18,558

Fair value of plan assets at
begi nni ng of year 19,155 19,023

Actual return on plan assets (2,198) 1,911

Forei gn currency exchange rate

changes 192 (2, 407)
Company contributions 1508 1,054
Benefits paid fromplan assets (423 (426
Man arendrents 20 -

Fair value of plan assets at end
of year 18,474 19,155

The fol lowing table sets forth the funded status of the funded defined benefit
pensi on pl ans:

Pensi on benefits

For the year ended Novenber 30 2001 2000
(in thousands) $ $
Funded status of the plans  (2,426) 597
Unecognized net gain 508 2,69
Unrecogni zed prior service benefit 250 287

Unrecogni zed net transition
obligation (287) (316)

The wei ghted average assunptions used are as fol | ows:

Pensi on benefits
2001 2000 1999

For the year ended Novenber 30 % % %
Oscount rate 62 61 61
Expected return on plan assets 7.0 7.0 7.1
Rite of compensation increase 3.2 3.3 3.3

Net periodi c pension benefit costs for funded defined benefit schenmes include
the fol | owi ng conponents:
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For the year ended Pensi on benefits
Novenber 30 2001 2000 1999
(in thousands) $ $ $
Servi ce cost 1,735 1, 394 1, 426
I nterest cost 1,165 1, 010 1, 040

Expected return on plan

assets (1,308) (1,287) (1,251)

Anortization of transition
obligation (41) 92

Recogni zed net actuari al
| osses 38 38

Anortization of prior
service benefit 86 (41)

As at Novenber 30, 2001, all of the Conpany's funded pension plans had benefit
obligations in excess of plan assets. As at Novenber 30, 2000, the Conpany had
funded pension pl ans which had benefit obligations in excess of plan assets. The
benefit obligations of these plans were $6.9 mllion and the val ue of assets

under these plans were $6.2 nillion.

The fol l owing tables provide a reconciliation of the benefit obligation and

accrued pension liability of the unfunded plan.

Pensi on

benefits

For the year ended Novenber 30 2001 2000
(in thousands) $ $

Benefit obligation at beginning of year 3,797

Acqui sitions 612
Service cost 301
Interest cost 223

As the plan is unfunded, the benefit obligation is equal

of the plan and the accrued pension liability.

The wei ghted average assunptions used are as fol |l ows:

to the unfunded status

Pensi on

benefits

2001 2000

For the year ended Novenber 30 % %
D scount rate 6.2 5.5
Expected return on plan assets N A NA
Rate of conpensation increase 3.0 3.5
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Notes to the consolidated financial statements continued

Net periodi ¢ pension benefit costs include the follow ng conponents:

Pensi on

benefits
For the year ended Novenber 30 2001 2000
(in thousands) $ $
Service cost 301 277
Interest cost 223 213
Benefit cost 524 490

In Asia Pacific, retirement indemities, for which the Conpany has accrued $0.3
mllion at Novenber 30, 2001 (2000: $0.3 nillion) are paid as a | unp sum upon
retirement. They are prinarily based upon the enpl oyees' years of service and
salary |evels.

12. Bank overdraft and lines of short-termcredit

As of Novenber 30, 2001, the Conpany has external, third-party bank overdraft
and lines of credit and short-termloan notes totalling $45.9 nillion (2000:
$38.3 mllion). Amunts borrowed pursuant to these facilities bear interest at
rates ranging from4.22%to 6.75%at Novenber 30, 2001. As of Novenber 30, 2001
short-termborrow ngs under these facilities totalled $5.2 mllion (2000: $1.8
mllion).

13. Long-termdebt and capital |ease obligations

The Conpany's principal credit facility is a $440.0 nmillion Secured

Ml ti-CQurrency Revolving Facility (the "Secured Credit Facility") with a

syndi cate of banks, the |ead banks bei ng Den norske Bank ASA, Banc of America
Securities LLC Salonon Brothers International Linted, HSBC Bank plc and I NG
Barings LLC. The Secured Oedit Facility was entered into on Septenber 22, 2000.

The Secured Oredit Facility is a five-year revolving credit facility, which
reduces to $385.0 mllion and $330.0 mllion on August 31, 2002 and August 31,
2003, respectively. The total amount which can be drawn under the facility and
the interest charge on outstanding debt is based on the ratio of the Conpany's
debt to earnings before interest, taxes, depreciation and anortization
("EBITDA"). The interest charge will range fromO0.75%to 1.75%over the London
InterBank Cffer Rate (" LIBCR'). Debt under the Secured Credit Facility is
secured by a first priority nortgage on certain of the Conpany's ships.

Under the Secured Oredit Facility agreenment, the Conpany is pernmitted to borrow
up to $100.0 million from SNSA provided that this debt is subordinate and junior
to all indebtedness due under the agreenent.

As of Novenber 30, 2001, the Conpany had avail abl e bank facilities of $485.9
mllion of which $340.2 nillion were utilized. & the bank facilities utilized,
$335.0 mllion was classified as |ong-termdebt.

Long-termdebt, excludi ng borrowi ngs from SNSA conprises the fol | owi ng:

As of Novenber 30 2001 2000
(in thousands) $ $
Revolving credit agreement with a
wei ghted average interest rate of
3.82% (2000: 8.31% 335,000 265, 000

335,017 265, 032
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Less: current portion (17) (16)

The net book value of assets collateralizing this debt was $365.3 mllion as of
Novenber 30, 2001.

Total debt outstanding at Novenber 30, 2001 is repayable as $335.0 nmillion in
US Dollars.

M ni num annual principal repaynents of debt for the fiscal years subsequent to
Novenber 30, 2001 are as foll ows:

(in thousands) $
002 7
008 5,000
2005 330, 000
"""""""""""""""""""""""""""""" 335, 017

The Secured Oredit Facility contains various financial covenants, including but
not limted to, mninumconsolidated tangible net worth, naxi num consol i dated
debt to net worth and maxi mum consol i dated debt to EBI TDA

At Novenber 30, 2001, property under capital |eases, conprising operating and
ot her equi pment, amounts to $31.9 million, at cost. Accunul ated anortization of
these leases is $3.5 mllion.

M ni num paynents under capital |eases at Novenber 30, 2001, which are due
primarily in U S Dollars, are as fol |l ows:

(in thousands) $
2002 25,051
008 20
2004 to 2006 7
Total mnimumlease payrents 25,078

Less: Amount representing interest and
executory costs (1, 416)

F-16
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14. Accounts payabl e and accrued liabilities
Accounts payabl e and accrued liabilities conprise the follow ng:

As of Novenber 30 2001 2000
(in thousands) $ $
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I nvoi ce accrual s 230,243 154, 758
Trade payables 108,750 97,418
Trade notes payable 151 700
arer 10,295 2,658

15. Related party transactions
Rel ated party transactions consisted of the follow ng charges paid to SNSA

For the year ended

Novenber 30 2001 2000 1999
(in thousands) $ $ $
Mnagerent services 367 320 2,50
Interest charges 304 3561 10,412
Qarantee fees C w -

Managenent servi ces conprise charges for legal, adnministrative, treasury,
taxation, insurance and information technol ogy services performed by SNSA for
the Conpany.

Short-term payabl es due to SNSA of $9.5 nmillion as of Novenber 30, 2001 (2000:
$8.5 nillion) relate prinmarily to outstanding i nsurance prem uns and nanagenent
service charges.

16. Restructuring and reorgani zati on program

In 2000, inrelation to the integration of ETPM the Conpany recorded
restructuring charges of $3.3 mllion. Additionally, the Conpany capitalized
costs of $1.0 mllion, net of tax, as an adjustment to the purchase price of
ETPM

The costs are summarized in the table bel ow

Expensed
For the year ended (non-

recurring
Novenber 30, 2000 itens) Capitalized Total
(in thousands) $ $ $
Redundancy costs 2,610 - 2,610
Lease costs, net of tax of
$0.4 mllion - 961 961
Integration costs 684 - 684
Tot al 3,294 961 4, 255

The reorgani zati on programrenoved duplicate capacity in the UK and SEAVE
regi ons. The Conpany recorded redundancy costs of $0.9 nillion to close the
former ETPMsites in the U K and transfer all admnistrative and operati onal
functions to the Conpany's office in Aberdeen, Scotland and $1.7 nillion to
close its office in Marseille, France and transfer all operational and

admi ni strative functions for the SEAME region to Paris, France. The costs
associated with leasing and maintaining the U K prenses while vacant and,
subsequently terninating the | eases, anounted to $1.0 nillion. The |ease costs
were capitalized as an adjustnent to the purchase price of ETPM Additionally,
integration costs of $0.7 nillion were incurred to introduce conmon infornation
and reporting systens and to standardi ze processes. Al redundancy, integration
and | ease costs have been fully paid, and there is no outstanding provision for
such costs at Novenber 30, 2001.

During 1999, the Conpany carried out a reorganization of its North Sea
operations and closed offices in the U K and Norway. Non-recurring costs
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amounting to $1.6 mllion were expensed, of which $1.3 million related to
redundancy and rel ocation costs and $0.3 nillion related to other admnistrative
costs. All costs relating to this reorganization were paid out during 1999 and
2000, and there is no outstanding provision for such costs at Novenber 30, 2001.

17. Qperating | eases

Total operating | ease commitnents as of Novenber 30, 2001 anount to $103.6
mllion. Charter hire obligations towards certain construction support, diving
support, survey and inspection ships account for $53.9 mllion of the total
commitnents. The renaining obligations relate to office facilities and

equi prent .

Total m ni mumannual |ease conmtnents are payable as fol | ows:

(in thousands) $
2002 25,803
2008 22,874
2000 7 isses
200 1
006 s
Thereafter 14200
(in thousands) $
Norvegian kroner 47,124
gros 33, 168
us ooitas 1560
mitish Poundss 6,633
sngapore ollars 488
mstralian Collars 220

Total operating |ease rentals charged as an expense for the year ended Novenber
30, 2001 were $21.4 nillion (2000: $23.2 mllion and 1999: $28.1 nillion).

Fut ure mni num| ease paynents have not been reduced by future m ni num subl ease
rentals of $3.7 mllion under operating |eases.

18. Segnent and related i nformation

I'n 1999, the Conpany adopted SFAS No. 131, "D sclosures about Segnents of an
Enterprise and Rel ated Information" which changed the way the Conpany reported
information about its operating segnents.
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Notes to the consolidated financial statenents continued

The Conpany has reportabl e segments based on the geographic distribution of the
activities as follows: the Asia Pacific reporting segment includes all
activities east of the Indian sub-continent including Australasia; the North
Anrerica reporting segnment includes all activity in Canada, the U S and Central
Anerica; the Norway reporting segment includes all activities in Scandinavia and
the Baltic states; the SEAME reporting segnent covers activities in Southern
Europe and Africa, India and the Mddl e East; the South Anerica reporting
segnent incorporates activities in South America and the islands of the southern
Atlantic Ccean; and the U K reporting segnent includes activities inthe UK,
Ireland, Germany, Belgium The Netherlands and islands in the northern Atlantic
Ccean. The Corporate reporting segnent includes itens that cannot be allocated
to one particular region. This reporting segnent includes activities of the SH
and NKT joint ventures; Seriner DASA a contract wel ding services entity

enpl oyed both onshore and of f shore by pipelay contractors; Paragon and Litwin,
whi ch both provide engineering services for the offshore oil and gas industry.
Al'so included in Corporate are assets which have gl obal nobility including
construction support ships and ROVs; other assets that are used globally and
therefore cannot be attributed to any one reporting segnent; and managenent and
corporate services provided for the benefit of the whole group, including

engi neering, finance and | egal departnents.

The accounting policies of the reporting segnents are the sane as those
described in Note 2. The segnental information is presented after the
elimnation of interconpany bal ances between the reportabl e segnents. For the
years ended Novenber 30, 2000 and 1999, inter segnent sales and transfers are
not significant. For the year ended Novenber 30, 2001, Corporate shows a
significant increase in net operating revenue. This revenue arises from Paragon
and Litw n, which were acquired during 2001.

Project Number: 02-211 04/17/2002 12:10:32
N:\Edgar\02-211\a886551 f-3a.txt Page 80

<PAGE>

Summari zed financial information concerning each of the Conpany's reportable
segnents is provided in the follow ng tables:

<TABLE>
<CAPTI ON>

Asi a North Sout h
For the year ended Novermber 30, 2001 Pacific Anerica Nor way SEAME  Anerica U. K. Corporate Tot al
(in thousands) $ $ $ $ $ $ $ $
s> T < < << << 7 << < w7 <
Net operating revenue - external 39, 437 276, 681 110, 631 520, 207 50, 472 214,721 43,789 1, 255,938
Net operating revenue - internal(a) 4, 255 78,970 36, 768 78, 311 12,674 53, 080 4,567 -
Equity in net inconme of non-consolidated
joint ventures - - 5,798 10, 902 - - (5, 045) 11, 655
Depreci ation and anortization (2,015) (21, 546) (1,074) (5, 984) (6,003) (1,480) (53,648) (91, 750)
| npai rnment of Conex trade nanme - - - - - - (7,932) (7,932)
Research and devel opment expense - - - - - - (393) (393)
Interest expense (421) (2,942) (118) (2,891) (2, 285) (458) (20, 156) (29, 271)
I nterest income - - - - - - 2,451 2,451
I ncone tax (expense) benefit (3, 242) - 1,025 (19,672) - 4,269 (2,999) (20, 619)
Net (loss) income (3,238) (36,191) 12,746 4,857 5,494 5,554  (3,425)  (14,203)
Segnent assets 37, 449 325, 613 55, 475 294, 267 87,517 81, 050 678,892 1,560, 263
Long-1ived assets(b) 14, 328 70, 244 12, 839 64, 875 62,092 13,073 613, 741 851, 192

Investments in and advances to
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non-consol | dated J ol nt ventures - - 5, 684 /, 865 - - 21,980 35, 29

Capital expenditures 270 1,789 430 4,060 18, 824 - 37,495 62, 868

For the year ended Novenber 30, 2000
(in thousands)

Net operating revenue 40, 507 122, 314 198, 779 444, 877 52, 836 123, 607 500 983, 420
Equity in net incone of non-comsolidated T TTTTTIITIIIIIIIIIIIIIIIIIII
joint ventures - - 1,019 9, 427 - - (4, 653) 5,793
Depreciation and amortization (2.591) (21,717)  (1,102)  (4,770)  (5,972)  (3,620) (42,345)  (82,117)
Research and devel opment expense S . . S . ST (es0) T (950)
Restructuring charge T N DT ey T N T (3200
Interest expense T (642) (5,225 (626)  (1,503)  (2,206) (1,199) (20,756)  (32,157)
Interest income T N DU S N DU S 2,165 2,165
Income tax (expense) bemefit (104 5,940 3,662 (10,867)  (340) 3,483 2,004 3,778
Net (loss) income 777 77(1s5,020) (15,285) 6,719 9,242 8,081 (5 724) (22 456) (34,443)
Segnent assets T 32,074 268,663 62,301 253,625 77,550 97,316 610,334 1,402,772
Long-lived assets(b) 77 71s/a50 88,924 6,527 73,127 66,207 26,786 586,554 864, 575
Investments in and advances to T ImnIiimm
non-consol i dated joint ventures - - 2,470 8, 488 - - 26, 046 37,004
Capital expenditures 7 438 3107 337 3,769 20,307 o 33,757 61,724
</ TABLE>

(a)Internal revenues are elininated on consolidation of the Conpany's results
and are therefore shown in the table to equal to zero.

(b)Long-1ived assets include net fixed assets, investments in and advances to
non- consol i dated joint ventures and deposits and non-current receivables.
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<TABLE>
<CAPTI ON>

Asi a Nor t h Sout h
For the year ended November 30, 1999 Pacific Anerica Nor way SEAME  Anmerica U. K. Corporate Tot al
(in thousands) $ $ $ $ $ $ $ $
<S> < < < < < < <
Net operating revenue 42,715 156, 399 164, 539 57,114 56, 355 162, 032 1,572 640, 726
Equity in net incone of
non-consol i dated joint ventures - - 3,526 1,145 - - 526 5,197
Depreci ation and anortization (2,417) (24,127) (2,476) (1, 413) (5, 244) (2,149) (18,310) (56, 136)
Research and devel opnent expense - - - - - - (1,162) (1,162)
Restructuring charge - - (1, 261) - - (378) - (1, 639)
Interest expense (455) (3,948) (1, 845) (555) (987) (1,711) (8,191) (17,692)
Interest income - - - - - - 966 966
Incone tax benefit (expense) 465 14, 609 (4,593) 530 - (2,803) 301 8,509
Net (loss) income (4, 548) 8,521 11, 190 3,928 8,776  (2,283)  (9,371) 16, 213
Capi tal expenditures 3,704 9, 030 913 380 14, 661 1,818 60, 412 90, 918

</ TABLE>
(a)Internal revenues are elininated on consolidation of the Conpany's results
and are therefore shown in the table to equal to zero.

(b)Long-1ived assets include net fixed assets, investments in and advances to
non- consol i dated joint ventures and deposits and non-current receivables.
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During the year ended Novenber 30, 2001, two custoners of the Conpany each
i ndividual |y accounted for nore than 10%of the Conpany's revenue. The revenue
fromthe |argest custoner was $269.2 nillion and was attributable to the SEAVE
reporting segnent (2000: $198.2 million attributable to the Norway, SEAME, U K
and North America reporting segments). The revenue fromthe second customner was
$131.5 mllion and was attributable to the North Anerica reporting segnent.

During the year ended Novenber 30, 2000, in addition to the |argest custoner
described in the conparative infornation above, another custoner accounted for
nore than 10%of the Conpany's revenue. The revenue fromthis custonmer was $99. 3
mllion and was attributable to the Asia Pacific, Norway, SEAME, U K and North
Anerica reporting segments.

During the year ended Novenber 30, 1999, one custoner accounted for nore than
10% of the Conpany's revenue. Revenue fromthis custoner was $76.5 nillion and
was attributable to the Norway reporting segnent.

19. Conmon Shares, O ass A Shares and O ass B Shares

The Conpany has aut hori zed share capital of 140,000,000 Conmmon Shares, par val ue
$2.00 per share, and 34,000,000 A ass B Shares, par value $2.00 per share. d ass
B Shares are convertible into Conmon Shares, on a two-for-one basis, at any tine
at the option of the Aass B sharehol ders.

On March 7, 2001, the Conpany reorgani zed the share structure of the Conpany by
i ncreasing the authorized share capital of the Conpany from 102, 000, 000 to

140, 000, 000 Common Shares and recl assifying all outstanding dass A Shares to
Common Shares on a one-for-one basis.

On February 4, 2000, the Conpany issued 6,142,857 dass A Shares, which have
subsequent |y been recl assified to Conmon Shares on a one-for-one basis, as
partial consideration for its acquisition of the French of fshore construction
and engi neering conpany ETPM as described in Note 3.

During 2000, the Conpany, through a series of transactions, issued 19, 775, 223
d ass A Shares, which have subsequently been reclassified to Common Shares on a
one-for-one basis, to SNSA for cash of $200.0 nmillion.

On Decenber 7, 1999, the Conpany issued 1,758,242 O ass A Shares, which have
subsequent |y been recl assified to Conmon Shares on a one-for-one basis, as
partial consideration for its acquisition of the 49%interest in NKT as
described in Note 3.

As of Novenber 30, 2001, 70,228,536 Common Shares and 34,000,000 O ass B Shares
were out standi ng. SNSA hol ds 42% of the Common Shares and 100%of the dass B
Shares which represents an econonic interest of 53%of the Conpany and 61% of
the voting rights.

Common Shares and A ass B Shares vote as a single class on all matters submtted
to a vote of sharehol ders, with each share entitled to one vote, with the
exception of recapitalization, reclassification or simlar transactions
affecting the relative rights, preferences and priorities of the Cormon Shares
and d ass B Shares, which require an affirmative vote of the holders of a
nmajority of the outstanding Conmon Shares and A ass B Shares each voting as a
separate class. Wth respect to liquidation and dividend rights, the dass B
Shares receive $0.005 per share for each $0.01 per Common Share.

Luxenbourg | aw requires that 5% of the Conpany's unconsolidated net profits each
year be allocated to a | egal reserve before declaration of dividends. This
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requi renent continues until the reserve is 10%of the stated capital of the
Conpany, as represented by Common Shares and O ass B Shares, after which no
further allocations are required until further issuance of shares.

The legal reserve nay al so be satisfied by allocation of the required anount at
the issuance of shares or by a transfer frompaid-in surplus. The | egal reserve
is not available for dividends. The | egal reserve for all outstandi ng Conmon
Shares and d ass B Shares has been satisfied and appropriate allocations are
nade to the legal reserve account at the tine of each issuance of new shares.

No portion of retained earnings represents undistributed earnings of
non- consol i dated joint ventures at Novenber 30, 2001 or 2000.

20. Share option plan

On April 28, 1993 the Conpany adopted a share option plan ("the Plan") covering
7.7 mllion shares represented by Conmon Shares, dass A Shares or any

conbi nation thereof not exceeding 7.7 mllion. Since March 7, 2001, all dass A
Share options, when exercised, are automatically converted i nto Cormon Shares.

F-21
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Notes to the consolidated financial statenments continued

The Conpany accounts for awards granted to directors and key enpl oyees under APB
Qpinion No. 25, under which no conpensation cost has been recogni zed. Had
conpensation cost for all share option grants in fiscal years 2001, 2000 and
1999 been deternined consistent with SFAS No. 123, the Conpany's net (Il oss)incone
and net (loss)income per share woul d be changed to the follow ng pro forma
anount s:

For the year ended

Novenber 30

(in thousands, 2001 2000 1999
except per share data) $ $ $
Net (Il oss) incone (14, 203) (34,443) 16, 213

Net (loss) incone
pro forna (17,944) (37,633) 13, 644

(Loss) income per share,
as reported

pro forma
Basi c (0.21) (0.48) 0.23
O luted (0.21) (0.48) 0.23

Options nmay be granted under the Pl an which are exercisabl e during periods of up
to ten years. The options granted under the Plan will be at an exercise price
not less than the fair market value per share at the time the option is granted.
(ptions vest 25%on the first anniversary of the grant date, wth an additional
25%vesting on each subsequent anniversary. A Conpensation Committee appointed
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by the Conpany's Board of Directors admnisters the Plan. Options are awarded at
the discretion of the Conpany to Directors and key enpl oyees.

The followi ng tables reflects activity under the Plan for the three-year period
ended Novenber 30, 2001:

<TABLE>
<CAPTI ON>
For the year ended Novenber 30 2001 2000 1999
Wei ght ed Wei ght ed Wei ght ed
aver age aver age aver age
exercise exercise exercise
price price price
Shar es Shares $ Shar es $
s> T << 7 < <« 7 << < 7 <<
Qut standi ng at begi nning of year 2,533, 249 10.00 2,088, 736 9.44 1,971, 304 8.94
Grant ed 640, 300 13.43 880, 949 10. 34 365, 304 10. 49
Exer ci sed (75, 612) 6.98 (309, 237) 6.14 (121,901) 4.71
Forfeited (73,527) 11.15 (127,199) 11.63 (125,971) 10. 32
Qut standing at end of year 3,024, 410 10.77 2,533, 249 10.00 2,088,736 9. 44
Exerci sabl e at end of year 1,477, 306 9.65 1,037,466 8.99 971, 944 7.72
Wei ghted average fair value of options
granted 10. 36 7.43 8.12

</ TABLE>

Al share data and per share data has been restated to reflect the share

recl assification on March 7, 2001 whereby O ass A Shares were reclassified to
Common Shares on a one-for-one basis.

The fair value of each share option grant is estimated as of the date of grant

using the Bl ack Schol es option pricing nodel wth the follow ng wei ghted average
assunpt i ons:

2001 2000 1999
R sk free interest rates 5. 62% 6. 55% 5.82%
Expected |ives 7 years 7 years 7 years
Expected volatility 81. 0% 70. 2% 88. 0%
Expect ed di vi dend vyi el ds - - -
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The fol l owing tabl es summarize information about share options outstanding as of
Novenber 30, 2001:

<TABLE>
<CAPTI ON>
As of Novenber 30, 2001 Opti ons Opti ons
out st andi ng exercisabl e
Wei ght ed
aver age Wi ght ed Wei ght ed
remai ni ng aver age aver age
Options contractual exercise price Nunber exercise price
Range of exercise price outstanding life (years) $ exercisabl e
s> T < 7 << 7 < 7 < T <
Conmon Shar es
$13.56 - 16.58 800, 300 8.79 14. 25 137, 625 16.58
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$7.82 - 11.12 13, 000 9.73 9.81 - -

$5.17 - 7.38 121,80 a95 s.74 121,80 5.74
$2.71 - 3.00 T 11,75 a7 277 11,75 277
S 1osess0 7.82 1198 871,208 8.87

$12.13 - 16.58 106, 250 6.72 16.18 74,938 16. 44
$7.82 - 11.13 1115187 8.16  10.21 353,234  10.19
$5.17 - 7.38 T 61,200 495 s.7a 61,200 5.74
$2.71 -3.00 52,125 80 277 52,125 2.77
T ssa s2. 773 o1 541,587 9.83
</ TABLE>

As part of the acquisition of the former Ceanic Corporation in 1998, hol ders of
Ceani c share options were entitled to exercise all vested and one-third of the
unvested options, or to convert any portion thereof to vested Stolt Cfshore
S. A Common Share options. Their remaining two-thirds unvested Ceanic share
options were automatically converted to unvested Stolt Cffshore S. A Common
Share options at the date of acquisition. The follow ng table sunmarizes

i nformation about these options which are outstanding as at Novenber 30, 2001:

<TABLE>
<CAPTI ON>
As of Novermber 30, 2001 Opti ons Opti ons
out st andi ng exercl sabl e
Wei ght ed
aver age Wei ght ed Wei ght ed
remai ni ng aver age aver age
Options contractual exercise price Number exercise price
Range of exercise price outstanding life (years) $ exerci sabl e $
<S> <C> <C> <C> <C <C
Common Shar es
$7.82 - 11.20 530, 149 5.93 10. 75 464, 541 10. 76
$5.21 - 7.38 112, 529 5.50 6.42 99, 973 6.43
642,678 5.85 9.99 564,514 9.99

</ TABLE>
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Notes to the consolidated financial statements continued

21. Profit sharing plan

During 1993 the Conpany adopted a profit sharing plan which distributes 10% of
the Conpany's net incone after specified adjustnments, to certain of its

enpl oyees worl dwi de. The deternination of an enployee's individual award will be
based on salary and overal |l contribution to the Conpany. The Conpensation
Committee appoi nted by the Conpany's Board of Directors adninisters this plan.
No charge in respect of profit sharing has been included in the statenent of
operations for each of the years ended Novenber 30, 2001, 2000 and 1999.

22. Commtnents and contingenci es

The Conpany has issued perfornmance bonds amounting to $418 nillion at Novenber
30, 2001. In the normal course of business, the Conpany provides project
guarantees to guarantee the project performance of subsidiaries and joint
ventures to third parties.

At Novenber 30, 2001, the Conpany has committed to purchase fixed assets of
$15.1 mllion fromexternal suppliers.
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Coflexip S A ("CSO') has commenced | egal proceedings through the UK H gh
Court agai nst three subsidiaries of Stolt Ofshore S A claimng infringenent of
a certain patent held by CSOrelating to flexible flowine laying technol ogy in
the U K Judgnent was given on January 22, 1999 and January 29, 1999. The

di sputed patent was held valid. The Conpany appeal ed and the Appeal Court

nai ntained the validity of the patent and broadened its application conpared to
the H gh Court decision. The Conpany has applied for |eave to appeal the Appeal
Court decision to the House of Lords, which has now been denied. During 2001,
CSO submitted an amended claimto danages claimng the lost profits on a total
of 15 projects. In addition, there is a claimfor alleged price depreciation on
certain other projects. The total claimis for approximately $89 nillion, up
fromapproxi mately $14 nillion clained previously, plus interest, |egal costs
and a royalty for each tine that the flexible lay systemtower on the Seaway

Fal con was brought into U K waters. The Conpany estinmates that the total claim
will be of the order of $115 nillion. In the alternative, CSOclains a

reasonabl e royalty for each act of infringenent, interest and | egal costs. CSO
has not quantified this claim but it will be considerably less than the claim
to lost profits. The Conpany, in consultation with its advisers, has assessed
that the range of possible outcones for the resolution of damages is $1.5
mllion to $115 mllion and has deternined that there is no anount within the
range that is a better estimate than any other anount. Consequently, in
accordance with SFAS No.5, "Accounting for Contingencies", the Conpany has
provided $1.5 nillion in the financial statements, being the |ower anmount of the
range. The armount of danages is neverthel ess uncertain and no assurance can be
given that the provided anount is sufficient.

I'n Septenber 1999, the Conpany terminated its charter of the ship, Toisa Puna,
for default. The Conpany is currently in arbitration with the owners who are
contesting that the termination was wongful. The arbitration has held that the
ship was in breakdown, but that the termnation was neverthel ess wongful. The
Conpany applied for |eave to appeal the decision to the Hgh Court, which has
been deni ed. During 2001, the owner has quantified his claimto approxi nately $8
mllion. The Conpany has disputed the magnitude of the claimin relation to lack
of instigation, lack of cost savings and | ack of actual |oss for parts of the
claim In addition, the Conpany has a counterclaimrelated to the breakdown of
the ship. The Conpany, in consultation with its advisers, has assessed the range
of possibl e outconmes for the resolution of damages with the upper amount being
$8 nmillion. The Conpany has determned that there is no amount within the range
that is a better estimate than any other anount. Consequently, in accordance
with SFAS No. 5, the Conpany has provided in the financial statements an anount
to cover the liability for damages which is at the |ower anount of the range.
The anount of such liability is neverthel ess uncertain and no assurance can be
given that the provided anount is sufficient.

Legal costs are expensed as incurred.

I'n the ordinary course of business, various clains, suits and conplaints have
been filed against the Conmpany. In the opinion of nanagenent, all such matters
are adequately covered by indemity agreenents, recorded provisions in the
financial statenents and insurance or, if not so covered, would not have a
material effect on the financial position, results of operations or cash flows
of the Conpany if resol ved unfavorably.

23. Financial instrunents

The Conpany operates in a |arge nunber of countries throughout the world and, as
aresult, is exposed to currency fluctuations largely as a result of incurring
operating expenses in the normal course of business. The Conpany's najor foreign
currency exposures are to the Euro, British Pound and Norwegi an Krone. To nanage
this volatility, the Conpany nets the exposures on a consolidated basis to take
advantage of natural offsets. For the residual portion, the Conpany enters into
derivative instrunents pursuant to the Conpany's policies in areas such as
counterparty exposure and hedgi ng practices. Designation is performed on a
speci fic exposure basis to support hedge accounting. The changes in the fair

val ue of these derivative instruments are offset in part or in whole by
correspondi ng changes in the fair value of cash flows of the underlying

exposur es being hedged. The Conpany does not hold or issue derivative
instrunents for trading purposes.

Al of the Conpany's derivative instrunents are over the counter instrunents
entered into with major financial credit institutions to hedge the Conpany's
committed exposures. The Conpany's derivative instrunents are prinarily standard
foreign exchange forward contracts which subject the Conpany to a m ni num | evel
of exposure risk and have maturities of |ess than 18 months. The Conpany does
not consider that it has a material exposure to credit risk fromthird parties
failing to performaccording to the terns of derivative instrunents.
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The fol Il owing forei gn exchange forward contracts, maturing between Decenber 13,
2001 and June 27, 2002 were outstanding as of Novenber 30, 2001:

For the year ended

Novenber 30 2001 2000
(i n thousands) Purchase Sell Purchase Sel |
aros 23,305 - 143,89 -
Sngapore Dol lars o0 - - -
Norvegian Koner o0 -
Bitish Pounds )

As of Novenber 30, 2001, the fair values of these derivative instrunents were
recorded in the consolidated bal ance sheet as $0.8 nmillion in assets and $0.8

mllionin liabilities. Gains and | osses on these instruments are deferred in
Qd until the underlying transaction is recognized in the results of operations.
Qual i fying cash flow hedges currently deferred in OO are not material. These
anmounts will be reclassified into results of operations as the underlying
transactions are recogni zed.

During the year ended Novenber 30, 2001, no anount was recognized in the
statement of operations for an anount relating to a hedge's ineffectiveness or
to a discontinued fair value hedge or cash fl ow hedge.

The foll owing table summarizes the estimated fair value anounts of the Conpany's
other financial instruments which have been determ ned by the Conpany, using
appropriate narket information and val uation nethodol ogi es. Consi derabl e
judgnent is required to devel op these estimates of fair values, thus the
estimates provided herein are not necessarily indicative of the anounts that
could be realized in a current market exchange:

2001 2000

Carrying Fair Carrying Fair
As of Novenber 30 anmount val ue amount val ue
(in nillions) $ $ $ $
Fi nanci al assets
Cash and cash
equi val ents 11.7 11.7 6.3 6.3
Financial liabilities
Bank overdrafts 5.2 5.2 1.8 1.8
Long- t er m debt 335.0 335.0 265.0 265.0

The carrying anounts of cash and cash equival ents and bank overdrafts
approximate their fair value. The estimated val ue of the Conpany's |ong-term
debt is based on interest rates at Novenber 30, 2001 and 2000 usi ng debt
instrunents of simlar risk.
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24. Subsequent events

Vinci, owner of the 6,142,857 Common Shares issued as partial consideration in
the acquisition of ETPMin Decenber 1999, has advi sed the Conpany of its
intention to sell all of the shares as permtted by the ETPM acqui sition
agreenent. The Conpany in turn has advised Vinci that it will organize the sale
and it is the Conpany's intention to buy the shares back in the second quarter
of 2002. The transaction will be funded through the use of existing credit
facilities and the sale of Conmon Shares to SNSA and other interested parties
for up to $65.0 mllion.
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8, 000, 000 Shares

Stolt Ofshore S A

Common Shar es

LEHVAN BROTHERS

, 2002

Project Number: 02-211
N:\Edgar\02-211\a886551 f-3a.txt

04/17/2002 12:10:32
Page 88

<PAGE>
PART |1
I NFORVATI ON NOT REQUI RED | N PROSPECTUS
Item8. Indemification of Directors and Cfficers.

The Articles of Incorporation of Stolt Cffshore S A ("Stolt Cffshore")
provide that Stolt O'fshore shall indemify any present or former director or
officer to the fullest extent pernmtted by law against liability and all
expenses reasonably incurred or paid by himin connection with any claim
action, suit or proceeding (whether civil, crimnal or otherw se, including
appeal s), actual or threatened, in which he becones involved as a party or
otherwi se by virtue of his being or having been such director or officer, and
agai nst armounts paid or incurred by himin the settlenment thereof; provided,
however, that Stolt Ofshore is not obligated to provide such indemification or
rei mbursenent: (i) against any liability to Stolt Ofshore or its sharehol ders
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by reason of willful msfeasance, bad faith, gross negligence or reckless

di sregard of the duties involved in the conduct of his office; (ii) wth respect
to any matter as to which he shall have been finally adjudicated to have acted
in bad faith and not in the interest of Stolt (fshore; or (iii) in the event of
a settlenent, unless the settlement has been approved by the court or by Stolt
O fshore's Board of Directors. Such indemification includes, without
limtation, attorneys' fees and costs.

In each case, the enforceability of Stolt Offshore's obligation to
indemni fy, pay or reinburse a director or officer would be linted by the | ans
of Luxenbourg. Stolt Offshore has been advised by H vinger, Hoss & Prussen, its
Luxenbour g counsel, that under Luxenbourg |aw i ndemification of directors and
officers is a matter of contract, and that the Articles of Incorporation woul d
be enforceabl e as such a contract.

-1
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Item9. Exhibits.

Exhi bi t

Nunber Description of Docunents

1.1 Form of Underwriting Agreenent.*

4.1 Deposit Agreenent anong Stolt Offshore S A, Gtibank, NA, as
Depositary, and hol ders and beneficial owners of Anerican
Depositary Receipts issued thereunder. |ncorporated herein by
reference to Exhibit Ato the Registration Statenent on FormF-6
(Registration No. 333-8848) filed with the Comm ssion under the
Securities Act on June 1, 1998.

4.2 Form of Anerican Depositary Receipt. |ncorporated herein by
reference to Annex A to Exhibit Ato the Registration Statenent
on FormF-6 (Registration No. 333-8848) filed with the Comi ssion
under the Securities Act on June 1, 1998.

5 Qpi nion of Hvinger, Hoss & Prussen. *

23.1 Consent of Hvinger, Hoss & Prussen (included in Exhibit 5).*

23.2 Consent of Arthur Andersen, d asgow, Scotland.

23.3 Consent of Barbier Frinault & Associes.

24 Power of Attorney (included on the signature page of this
Regi stration Statenent).**

99.1 Financial Staterments of Mar Profundo Grassol as at and for the
years ended Decenber 31, 2001 and 2000.

99.2 Letter of Stolt ffshore S A, addressed to the Securities and

Exchange Conmi ssion, regarding representations to Stolt O fshore
S.A by Arthur Andersen and Barbier Frinault and Associ es.

* To be filed by amendnent.
** Previously filed.
Item 10. Undert aki ngs.

The undersi gned regi strant hereby undertakes that, for purposes of
determning any liability under the Securities Act of 1933, each filing of the

4/17/2002 12:12 PM



EDGAR Ea4la- 02-211, , ~ file/ICYyDOCUME~Lmillg§o/LOCAL S-1/Temyy_view.htm

registrant's annual report pursuant to Section 13(a) or 15(d) of the Securities
Exchange Act of 1934 (and, where applicable, each filing of an enpl oyee benefit
plan's annual report pursuant to Section 15(d) of the Securities Exchange Act of
1934) that is incorporated by reference in the registration statenent shall be
deened to be a newregistration statement relating to the securities offered
therein, and the offering of such securities at that tine shall be deened to be
the initial bona fide offering thereof.

Insofar as indemification for liabilities arising under the Securities
Act of 1933 nmay be pernmitted to directors, officers and controlling persons of

the registrant pursuant to the foregoing provisions, or
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otherwi se, the registrant has been advised that in the opinion of the Securities
and Exchange Conmi ssion such indemification is against public policy as
expressed in the Act and is, therefore, unenforceable. In the event that a claim
for indemification against such liabilities (other than the paynent by the

regi strant of expenses incurred or paid by a director, officer or controlling
person of the registrant in the successful defense of any action, suit or
proceeding) is asserted by such director, officer or controlling person in
connection with the securities being registered, the registrant will, unless in
the opinion of its counsel the nmatter has been settled by controlling precedent,
submit to a court of appropriate jurisdiction the question whether such
indemification by it is against public policy as expressed in the Act and will
be governed by the final adjudication of such issue.

The undersi gned regi strant hereby undertakes that:

(1) For purposes of determining any liability under the Securities Act
of 1933, the information omtted fromthe formof prospectus filed as part of
this registration statement in reliance upon Rule 430A and contained in a form
of prospectus filed by the registrant pursuant to Rule 424(b)(1) or (4) or
497(h) under the Securities Act shall be deened to be part of this registration
statement as of the time it was declared effective.

(2) For the purpose of deternmining any liability under the Securities
Act of 1933, each post-effective anendnent that contains a formof prospectus
shal | be deened to be a new registration statement relating to the securities
offered therein, and the offering of such securities at that time shall be
deened to be the initial bona fide offering thereof.
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SI GNATURES

Pursuant to the requirenents of the Securities Act of 1933, the
registrant certifies that it has reasonable grounds to believe that it nmeets all
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of the requirenents for filing on FormF-3 and has duly caused this Anendnent
No. 1 to the Registration Statenent to be signed on its behalf by the

under si gned, thereunto duly authorized, in the city of London, England on the
17th day of April 2002.

STALT CFFSHORE S A

Nane: Bernard Vossi er
Title: Chief Executive Cficer

Pursuant to the requirenments of the Securities Act of 1933, this
regi stration statenent has been signed by the follow ng persons in the
capacities and on the dates indicated.

Signature Title

By: * Chi ef Executive Cfficer, Drector
--------------------------- (Principal Executive Oficer)

Nare:  Bernard Vossi er

Date: April 17, 2002

By: * Chief Financial COficer
--------------------------- (Principal Financial Oficer and
Nane: Bruno Chabas Principal Accounting Cfficer)

Date: April 17, 2002

By: * Chairman of the Board of Directors
Nane: Jacob Stolt-N el sen
Date: April 17, 2002

By: * Deputy Chairman of the Board of
———————————————————————————— Drectors

Nane: Christopher J. Wi ght

Date: April 17, 2002

By: * D rector

Nane: John P. Laborde
Date: April 17, 2002
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By: * D rector
Newe: Fernand Poimboeut
Date: April 17, 2002
By: * D rector
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Nane: J. Frithjof Skouveroe
Date: April 17, 2002

By: * D rector

Nane: Nels G Stolt-Nelsen
Date: April 17, 2002

By: * D rector

Nane: Mark Wbol veri dge
Date: April 17, 2002

By: * D rector

Nare:  James B. Hurl ock
Date: April 17, 2002

By: /s/ Alan B. Wnsor

A an B. Wnsor
Attorney-in-fact

STALT-N ELSEN I NC.,
its duly authorized representative
inthe United States

By: /s/ Aan B. Wnsor

Nare:  Alan B. Wnsor

Title: Senior Vice President, Secretary
and General Counsel

Date: April 17, 2002

-5

file//ICYDOCUME~1/mill§a/LOCALS-1/Temp/_view.htm

Project Number: 02-211
N:\Edgar\02-211\a886551 f-3a.txt

04/17/2002 12:10:32
Page 93

<PAGE>
EXH BI T | NDEX

Exhi bi t

Nunber Description of Docunents

1.1 Form of Underwriting Agreenent.*

4.1 Deposit Agreenent anong Stolt Ofshore S A, Gtibank, NA,
Depositary, and hol ders and beneficial owners of Anerican
Depositary Receipts issued thereunder. |ncorporated herein by
reference to Exhibit Ato the Registration Statenent on FormF-6
(Registration No. 333-8848) filed with the Conm ssion under the
Securities Act on June 1, 1998.

4.2 Form of Anerican Depositary Receipt. |ncorporated herein by

reference to Annex A to Exhibit Ato the Registration Statenent
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99.1

on FormF-6 (Registration No. 333-8848) filed with the Comi ssion
under the Securities Act on June 1, 1998.

Qpi nion of Hvinger, Hoss & Prussen. *

Consent of Hvinger, Hoss & Prussen (included in Exhibit 5).*
Consent of Arthur Andersen, d asgow, Scotland.

Consent of Barbier Frinault & Associes.

Power of Attorney (included on the signature page of this
Regi stration Statenent).**

Financial Statenents of Mar Profundo Grassol as at and for the
years ended Decenber 31, 2001 and 2000.

Letter of Stolt Ofshore S A, addressed to the Securities
and Exchange Conmi ssion, regarding representations to Stolt
G fshore S A by Arthur Andersen and Barbier Frinault and
Associ es.

* To be filed by amendnent.

** Previously filed.
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EX-23

Comment/Description: Exhibit 23

aex23_2.txt

(this header is not part of the document)

Exhibit 23.2

Consent of |ndependent Accountants

public accountants, we hereby consent to the wusein this

Arendnent No. 1 to Registration Statenent No. 333-86288 of Stolt (ffshore S A
on FormF-3 of our report on Stolt Cffshore S A dated January 30, 2002, for the
year ended Novenber 30, 2001, and to all references to our firmincluded in or
nmade a part of this registration statement.

/sl Arthur Andersen
d asgow, United Ki ngdom

April
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Comment/Description: Exhibit 23
(this header is not part of the document)
Exhibit 23.3
Consent of | ndependent Accountants
As independent public accountants, we hereby consent to the wusein this
Arendnent No. 1 to Registration Statenment No. 333-86288 of Stolt (ffshore S A
on FormF-3 of our report on Mar Profundo Grassol, dated April 02, 2002, and to
all references to our firm included in or nade a part of this registration
statenent .
Barbier Frinault & Associes
April 17, 2002
/sl Francis Schei decker
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EX99

Comment/Description: Exhibit 99.1

Exhibit 99.1

To the Menbers
of the GI.E Mar Profundo Grassol:

W have audited the acconpanying bal ance sheets of Mar Profundo Qrassol as of
Decenber 31, 2001 and Decenber 31, 2000 and the related statenents of incone and
cash flows for each of the two years in the period ended Decenber 31, 2001, all
expressed in Euros. These financial statenments are the responsibility of the
conpany's managenent. Qur responsibility is to express an opinion on this
financial statements based on our audits.

W conducted our audits in accordance with generally accepted auditing standards
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in France and in the United States of Anerica. Those standards require that we
plan and performthe audit to obtain reasonable assurance about whether the
financial statements are free of material msstatenent. An audit includes
exam ning, on a test basis, evidence supporting the amounts and di sclosures in
the financial statements. An audit also includes assessing the accounting
principles used and significant estinmates nade by nanagenent, as well as
evaluating the overall financial statement presentation. W believe that our
audits provide a reasonabl e basis for our opinion.

In our opinion, the financial statenents
all material respects, the financial position of Mar Profundo Grassol as of
Decenber 31, 2001 and Decenber 31, 2000, and the results of its operations and
its cash flows for each of the two years in the period ended Decenber 31, 2001
inconformty with generally accepted accounting principles in France.

referred to above present fairly, in

Accounting practices used by the conpany in preparing the acconpanying financial
statenments conformwith generally accepted accounting principles in France, but
do not conformin certain respects wth accounting principles generally accepted

file//ICYDOCUME~1/mill§a/LOCALS-1/Temp/_view.htm

in the Udited States of Anmerica ("US GAAP'). A description of these
differences and a conplete reconciliation of net income to US GMPis set
forth in Note V1.
Neui | | y-sur-Seine, France, April 2, 2002
/'s/ BARBI ER FRINALWLT & ASSCC ES
Franci s Schei decker
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<TABLE>
<CAPTI ON>
BALANCE SHEETS
Decenmber 31, 2001 and 2000
Al'l amounts reported in thousand of Euros
ASSETS Not e 2 001 2 000
<s> T << T << T <
I ntangi bl e assets , net I 4 - -
Tangi bl e assets, net 1-11 2 - 642
long-terms investnents, net 13 11 232
Total noncurrent assets 11 874
Inventories and work in progress
Trade accounts receivabl es 1V 1 88 220 116 072
Ot her receivables v 1 37 475 23 193
Cash and cash equival ents 1 17 893 15 245
Prepai d expenses v 2 520 2 363
Total assets 144 108 156 873
LI ABI LI TIES AND EQUI TY Not e 2 001 2 000
Profit for the financial year 17 263 27 294
Equi ty 17 263 27 294
Reserves for |osses and contingencies 1 3 734 1 302
Bank overdrafts 16 052 1 090
Trade accounts payable Vv 2 58 953 113 759
Ot her payabl es VvV 2 48 024 14 199
Def erred revenue 93 103
Total current liabilities 123 122 129 151
Total liabilities and equity 144 119 157 747

The acconpanying notes are an integral part of these financial statenents
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<TABLE>
<CAPTI ON>
| NCOVE STATEMENTS

For the three financial years ended Decenber 31, 2001
Al'l amounts reported in thousand of Euros

1999
Not e 2001 2000 (Unaudi t ed)
<S> <C> <C> <C> <C
Sal es VI 1 113 287 243 428 406 515
Ot her income 657 585 550
Total operating products 113 943 244 013 407 065
Purchase of raw material, equipment and supplies 40 140 148 054 272 271
O her purchases and external charges 51 046 64 473 84 405
Taxes 1 491 391 992
Al l owance for provisions and depreciations 3 426 1372 2 823
O her expenses 126 187 1 070
Total operating expenses 96 229 214 477 361 561
Operating incone 17 714 29 536 45 504
Fi nancial interests and income 84 94 137
For ei gn exchange gai ns 119 356 163
Net gains on sales of short-terminvestnments 25 74 117
Total financial income 229 524 417
Fi nanci al expenses and interests 2 5 3
Forei gn exchange | osses 681 2 471 668
Total financial expenses VI 3 683 2 476 671
Fi nanci al incone, net (454) (1 952) (254)
Ext raordi nary income VI 4 3 (290) (155)
Net incone (Il oss) VI 5 17 263 27 294 45 095

The acconpanying notes are an integral part of these financial statenents

</ TABLE>

Project Number: 02-211 04/16/2002 10:30:26
N:\Edgar\02-211\a885632_ex-99.txt Page 99

<PACE>

<TABLE>
<CAPTI ON>

STATEMENT OF CASH FLOWS
For the three financial years ended Decenber 31, 2001 All anpunts reported in
thousand of Euros

2001 2000 1999
Unaudi t ed

A - Cash flows fromoperating activities

Net | ncome 17 263 27 294 45 095
Adj ustments to reconcile net income to net cash provided (used in) by
activities

Depreciation and anortization 641 1 052 1 397
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Increase (decrease) of provisions 2 432
Loss (gain) on sale of property, plant and equi pment 8
20 344

Changes in assets and liabilities
Decrease (increase) in trade accounts receivable 27 852
Decrease (increase) other current assets (12 440)
I ncrease (decrease) in trade accounts payable (54 806)
Increase (decrease) in other current liabilities 33 815
(5 579)
Net Cash provided by operating activities 14 765

B - Cash flows frominvesting activities
Increase of fixed assets

Acqui sitions of fixed assets (11)
Rent deposits 222
211
Proceeds from sal es of assets 4
Increase (decrease) of liabilities related to investnents -
Net cash used in investing activities 215
C - Cash flows fromfinancing activities
Di vi dends pai d (27 294)
I ncrease (decrease) in bank overdrafts 14 962
Net cash provided by (used in) financing activities (12 332)
Net increase (decrease) in cash and cash equival ents 2 648
Cash and cash equival ents at begi nning of year 15 245
Cash and cash equivalents at end of year 17 893

The acconpanying notes are an integral part of these financial statenents.

- 4-

</ TABLE>
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(26b) 1 49/
290 85
28 371 48 074
12 541 (101 260)
40 320 6 910
(5 265) 58 024
(17 162) (10 323)
30 434 (46 649)
58 805 1 425
(12) (783)
(126) (106)
(138) (889)
114 164
- (515)
(24) (1 240)
(45 095) -
1 087 (4)
(44 008) (4)
14 773 181
472 291
15 245 472
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Notes to the financial statements
Al anounts are presented in thousands of Euros unless stated ot herwi se.

Mar Profundo Grassol is a "QGoupenent d' Interet Economque"” (GI.E), whichis
a French formof joint venture. It was incorporated April, 2 1998 and regi stered
June, 15 1998. The registration has a termof five years until June, 15 2003.

RCS Nanterre C 419 223 524
32 avenue Pabl o Pi casso
92000 Nanterre

France.

Regi strati on nunber
Main Ofice

Mar Profundo drassol menbers are :

Stolt ffshore

32 avenue Pabl o Pi casso
92000 Nanterre

France

RCS : Nanterre B 692007495
equity interest : 50 %

Bouygues C f shore

3 rue Stephenson

78180 Montigny | e Bretonneux
France

RCS: Versailles B 302588462
equity interest : 50 %

The purpose of the GI.E is tojointly performthe follow ng works :

1. a Floating Production Storage and Cfloading (FPSO unit, conprising a
floater with oil storage and loading / offloading facilities, accomrodation
quarters, station Kkeeping systemand a topside plant to process the fluid
produced fromthe reservoir and provide various field operation facilities,

2. a Loading Buoy unit which purpose is to noor a tanker for
fromthe FPSQ

of floading oil

4/17/2002 12:12 PM
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Scope of work includes engineering, procurement, transportation, fabrication,
installation and assi stance to conmi ssioning of the FPSO and the buoy.

As of the end of Decenber 2001, the cunulative progress of the works achieved
was 99.7 %

file//ICYDOCUME~1/mill§a/LOCALS-1/Temp/_view.htm
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Al

anounts are presented in thousands of Euros unless stated ot herwi se.

NOTE | - SUMMARY CF SI GNI FI CANT AGCCOUNTI NG PCLI A ES

Fi nanci al statenents presentation

Financial statenments are presented in Euros in conpliance wth generally
accept ed French accounting principles. These accounting principl es have not
changed since the incorporation of the GI.E Mr Profundo drassol. The
accounting period is : January 1st to Decenber 31st.

Use of estimates :

In conformty with generally accepted accounting principles in France, the
preparation of financial statenments requires managenent to nake estinates
and assunptions based on current information and expectations. These may
affect the anounts reported in financial statenments and acconpanyi ng notes.
The actual final results nmay differ fromthese estimates which may then
i mpact subsequent financial statenents.

Forei gn Qurrency transactions

A substantial portion of Mar Profundo GQrassol's revenue is denom nated in
US Dol lars. However, sone of Mar Profundo Grassol's costs are denom nated
in other currencies, particularly in Euro.

In order to shield Mar Profundo Grassol fromfuture currency exchange rate
variations, its policy is to hedge future forecasted outflows against
future forecasted inflows using forward sales contracts. This applies only
to unbal anced currency positions. Thus, US Dollar versus Euro forward sal es
contracts are settled only for the portion of US Dollar revenue that
exceeds US Dol | ar expenditure or vice versa.

Mar Profundo Qrassol's exchange position is updated on a regular basis
using all information available such as actual and forecasted sales and
expenses, budget variations, nanagenent's best estimate, etc... Mjor
variations in the use of a currency different fromthe currency initially
forecasted result in an appropriate adjustrment of the forward currency
exchange contracts.

It is not Mar Profundo Grassol's intent to hold derivative financial
instrunents for specul ative purpose.

Based on the forward exchange rates for all the forward currency exchange
contracts, Mar Profundo Grassol deternmines an average exchange rate for
each currency against Euro, in particular for US Dollars. Hedged
transactions denoninated in currencies other than Euro are recorded using
the average exchange rate as described above. Al US Dollar denoninated
transactions are recorded on a pre-determnated rate based on the forward
exchange contracts as expl ai ned above. A variation in the currency position
that inpacts currency hedging, such as delays in cash collection or change
inthe currency of a forecasted cash-flows results in costs because of the
msmatch. This is imediately evaluated for both current and

-6-
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subsequent inpacts and reflected in the accounts in proportion of the
overal | progress of the contract.

I ntangi bl e and tangi bl e assets
I ntangi bl e assets

These consist of the software for the project. Software is valued at its
acquisition cost and anortized on a straight-line basis over a period of
one year. This has been fully anortized as of Decenber 31, 1999.

Tangi bl e assets

Tangi ble assets are recorded at acquisition cost and depreciated on the
straight |ine method over 3 years.

Contract and revenue recognition

Contract revenues and related costs are recognized on the percentage of
conpl etion method, based on total project costs incurred to date, over the
estimated total costs of contract at conpletion. Qains for extra-work or
change in scope of work may be included in contract revenues when
col l ection is probable.

Contract price and cost estinmates are reviewed periodically as the works
progress and adjustnents proportionate to the percentage of conpletion are
reflected in the margin. Billings that exceed revenues recognized under
percentage of conpletion are recorded as deferred revenue. Revenues
recogni zed under percentage of conpletion nmethod that exceed billings are
booked as unbilled receivable.

Ceneral and adninistrative costs supported by the nenbers of the GI.E are
not charged to Mar Profundo G rassol .

Cash and cash equival ents

Cash equivalents consist of highly liquid investments wth original
maturity date of three nonth or |ess.

I ncore taxes

As a GI.E Mar Profundo Qrassol shares its earnings between nenbers in
proportion to equity interest.

As a consequence and in application of French fiscal and corporate |aws,
earnings of Mar Profundo Grassol taxable in France are subject to French
incone tax at the level of the menbers.

-7-
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Corporate incone tax borne by Mar Profundo Grassol for its non French
earnings are recogni zed, up to the percentage of conpletion of the project,
in Mar Profundo G rassol accounts.

-8-
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Al anounts are presented in thousands of Euros unless stated ot herwi se.

8. Retirenent benefits
The G|.E Mar Profundo Qrassol does not enploy personnel directly. The
personnel engaged on the project are either enployees of a GI.E nenber or
subcontracted. Any retirements benefits provisions, when necessary, are
accounted by these external conpanies.

9. Research and devel oprent
Research and devel opnent costs are expensed when incurred.

NOTE Il - FI XED ASSETS

1. Change in tangibl e assets

<TABLE>
<CAPTI ON>
Machi nery O hers
equity I T equi pment fixed assets Tot al
s> T < 7 < T < e T
Gross ampunt as of Dec. 31, 1999 671 2 448 837 3 956
Addi tions 0 12 0 12
Di sposal s (1 236) (40) (1 276)
Gross ampunt as of Dec. 31, 2000 671 1 224 797 2 692
Addi tions (0) 11 (0) 11
Di sposal s 0 (118) (132) (250)
Gross amount as of Dec. 31, 2001 671 1117 665 2 453
1999 i s unaudited
</ TABLE>
Disposals result fromthe sale of obsolete data processing equipnent.
Related revenue is reported as extraordinary incone in the Incone
St at errent .
2. Change in accunul ated depreciation of fixed assets
<TABLE>
<CAPTI ON>
Machi nery I T equi pment O hers Tot al
equity fixed assets
<S> <C <C <C <C
Amount as of Dec. 31, 1999 359 1 005 504 1 869
Depr eci ati ons 192 590 270 1 052
Di sposal 0 (850) (21) (871)
Amount as of Dec. 31, 2000 551 745 754 2 050
Depreci ations 120 483 38 641
Di sposal 0 (111) (127) (238)
Amount as of Dec. 31, 2001 671 1 117 665 2 453

1999 is unaudited

</ TABLE>
3. Qher long terminvestments

These anmounts are made of deposits |inked to operating |eases.

<C> <C>
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Al anounts are presented in thousands of Euros unless stated ot herwi se.
NOTE |11 - CASH AND CASH EQU VALENTS

These anounts represent cash at the bank.

NOTE |V - PREPAI D EXPENSES AND OTHER CURRENT ASSETS

1. Trade accounts receivabl e and ot her receivabl es

O her Tot al
receivabl es

<TABLE>
<CAPTI ON>
Tr ade Advance Current
accounts paynments to accounts with
(Amount in K Eur) recei vabl es suppliers G E nmenbers
<S> <C> <C> <C
Gross ampount as of December 31, 2000 116 072 9 727 10 201
Receivable fromrel ated parties 0 10 201
i ncl uded
Accrued receivabl es Included 93 349
Gross anmpunt as of December 31, 2001 88 220 9 674 22 447
Receivable fromrel ated parties 0 22 447
i ncl uded
Accrued receivabl es Included 48 798

Al'l ampunts are due within one year.

</ TABLE>
2. Prepai d expenses
These anounts represent the work progress adjustment of major subcontracts.

NOTE V - ACCRUED EXPENSES AND OTHER LI ABI LI TI ES

1. Reserves for |osses and contingenci es

Reserves for

| osses and

cont i ngenci es
Amount as of Decenber 31, 2000 1 302
Forei gn Taxes (1) 966
Pl ant denobilisation (2) 336
Anount as of Decenber 31, 2001 3 734
Forei gn Taxes (1) 373
Install ati on works and other (2) 3 361

(1) Incone tax due by MPGin foreign countries is evaluated and accrued in
proportion to the progress of the project.

(2) Reserve against clains arising fromthe subcontracted installation
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works for the FPSO and Buoy noori ngs.
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2. Trade accounts payabl e and ot her payabl es

<TABLE>
<CAPTI ON>
Trade Current
accounts Down accounts with GO her O her Total
(Amount in K Eur) payabl e paynent s G E nmenbers Payabl es Payabl es
s> T < 7 < 7 < T < < 7 <
Gross ampunt as of December 31, 2000 113 759 13 854 345 14 199 127 958
Payabl es fromrel ated parties 3 039 0 0 3 039
i ncl uded
Accrued receivabl es I ncluded 97 877 0 97 877
Gross amount as of December 31, 2001 58 953 3911 42 147 1 939 48 024 106, 977
Payabl e fromrel ated parties 3 647 0 42 174 42 174 45 821
i ncl uded
Accrued expenses |ncluded 30 149 0 30 149
</ TABLE>

NOTE M - | NCOME AND EXPENSES
1. Sal es

Recogni tion of the contract inconme in proportion to the overall progress of
the project.

2. Rel ated parties transactions

Mar  Profundo Grassol contracts wth its menbers for the purchase of a
nunber of services in the normal course of business. The armounts are :

Trade with

rel ated
(Amount in K Eur) parties
1999 (unaudi t ed) 14 039
2000 7 724
2001 2 993

3. Fi nanci al i ncome

These anounts represent nmainly the cost of Mar Profundo G rassol currency
hedgi ngs adj ust nents.

4. Extraordinary |ncone

These anounts are related to the sale and disposal of useless data
processi ng equi pnent .

5. Income for the financial year
Mar Profundo Grassol's results does not include general and administrative

costs nor French income tax charges. These costs are accounted for at the
GI|.E nenbers level. Results are imediately distributed to the GI.E
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Al anounts are presented in thousands of Euros unless stated otherwi se.

NOTE VI - FCRWRD CURRENCY CONTRACTS

<TABLE>
<CAPTI ON>
Qut standi ng forward Qut standi ng forward
contracts as of dec 31, contracts as of dec 31,
2001 2000
(Amount in KEur) Anpunt in currency Amount in currency
s> T < T < T
Forward exchange - Currency sold
usb 43 827 950 74 813 330
Forward exchange - Currency purchased
EURO 39 227 755 63 393 047
NOK 00 1 987 000
GBP 540 000 1 981 000

Al'l contracts are expected to mature before the end of 2002

</ TABLE>

NOTE V11 - SIGNFICANT D FFERENCES BETWEEN ACOOUNTI NG PRI NG PLES FOLLOWED BY
THE COWANY AND THE US GAAP

The acconpanying financi al statenents have been prepared in accordance with
French GAAP, which differ in sonme respects fromthe accounting principles
general |y accepted in the United States of America ("US GAAP').

The only significant difference that inpacts the net equity and the net
incone of the Conpany corresponds to the accounting of foreign currency
transactions in relation wth hedging policy, as described hereafter.

1. Description of the significant difference between accounting principles
followed by Mar Profundo Grassol and the US GAAP

French GAAP accounting principles related to foreign currency transactions

Under French GAAP, as disclosed in Note |.3 to the financial statenents of
Mar Profundo Qrassol, hedged foreign currency transactions are recorded
using the average guaranteed exchange rate resulting fromthe forward
exchange contracts used as hedges, which includes the discount or prem uns
fromthose various contracts. Discount or premuns resulting fromfurther
rol lovers of these contracts are recorded in proportion to the percentage
of conpl etion of the project.

US GAAP accounting principles related to foreign currency transactions

For the year 2000

Under US GAAP, transactions denoninated in foreign currencies are recorded
using the exchange rate prevailing at the date of the transaction, except
for the portion being hedged which is recorded using the spot rate of the

forward exchange contract desi gnated

-12-
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as a hedge. Discounts of premuns of the forward exchange contract are
recorded over the period covered by the hedge. At year-end, cash,
recei vabl es and payabl es to be received in foreign currency, are translated
at year-end exchange rates, the translation difference is recorded in net
earni ngs except for the portion bei ng hedged which is deferred.

For the year 2001

For US GAAP reconciliation purposes, the Conpany has adopted as of January
1, 2001, Statenent of Financial Accounting Standards No. 133, Accounting
for Derivative Instruments and Hedging Activities issued by the Financial
Accounting Standards Board (FASB) in June 1998. In June 1999, the FASB
i ssued Staterment No. 137, Accounting for Derivative Instruments and Hedgi ng
Activities - Deferral of the Effective Date of FASB Statement No. 133. In
June 2000, the FASB issued Statenent 138, Accounting for Certain Derivative
Instruments and Certain Hedging Activities, an anmendnent of FASB Statenent
No. 133. Statenent 133, as amended, establishes accounting and reporting
standards requiring that every derivative instrument (including certain
derivative instrunents enbedded in other contracts) be recorded in the
bal ance sheet as either an asset or liability neasured at its fair value.
The Staterment requires that changes in the derivative instrunent's fair
val ue be recognized currently in earnings unless specific hedge accounting
criteria are net. Special accounting for qualifying hedges allows a
derivative instrument's gains and |osses to offset related results on the
hedged itemin the incone statement, to the extent effective, and requires
that a conpany nust formally docunent, desi gnat e, and assess the
effectiveness of transactions that receive hedge accounting.

Cash inflows generated by the sale contract with B f Exploration Angola are
denominated in US Dollars, and are, as nentioned in note |.3 used to
cover cash outflows denoninated in the sane currency. Additionally, the
Conpany uses foreign currency forwards to hedge the foreign currency risks
related to certain cash outflows not denominated in USD, and to finally
exchange U.S dollars in its functional currency.

As of January 1, 2001, the Conpany identified the foreign currency
conponent of its sale contract as an enbedded forei gn exchange derivative.
A portion of each nonthly USD cash inflows generated according to the
provisions of the sale contract was designated under SFAS 133 either:

1. as a fair value hedge of recognized liabilities and firm purchase
commitnents in USD or a cash-flow hedge of anticipated transactions
denoninated in such currency,

2. or, if associated wth forward exchange contracts, as a fair value
hedge of recognized liabilities and firm purchase commitnents in
currencies others than USD or Euros or a cash-flow hedge of
antici pated transactions denom nated in such currencies.

-13-

Al residual USD cash inflows were converted in Euro using forward exchange
contracts. Such hedge relationship is considered as a natural hedge under
SFAS 133.

As of Decenber 31, 2001, due to the percentage of conpletion of the
contract with Ef Exploration Angola alnost all anticipated inflows and
outfl ows have been invoiced, and/or accrued for in the bal ance sheet. Al
anmounts recorded in OO as of January 1, 2001 (MEUR 2,3) have been
reclassified in earnings over the period (symetrically with the hedged
cash flows). As of Decenber 31, 2001 all hedging relationships are natural
hedges consisting of foreign currency receivables or payables, residual
enbedded derivative and hedging forward contracts.

Under French GAAP, all foreign currency transactions are recorded based on
the average hedge rate and the derivative instrunments are not recognized.
Under US GAAP all revenues and expenses denomnated in foreign currencies
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shoul d be recorded using the exchange rate prevailing at the date of the
transaction, except for those from which enbedded derivatives were
bi furcated which are recorded at the forward exchange rates prevailing as
of the dates the contracts were signed. For US GAP reconciliation
purposes, all revenues and expenses were revalued accordingly which
resulted in a reclassification of MEUR 33,8 from operating profit to
financial profit. In addition, all receivables and payables were
re-neasured at closing spot rate and all outstanding derivatives (either
enbedded or freestanding) were recognized in the balance sheet. This
adjustnent resulted in a MEUR 3,3 net inpact in earnings.

2. Quantification of the difference on 2000 and 2001 Net |Incone and Net Equity

(In mllions of Euro)

2001 2000
Net incone/ (loss), as reported 17,3 27,3
Forei gn Qurrency transactions adj ustnment 3,3 0,5
Net incone/ (1 oss) in accordance with US GAAP 20,6 27,8

The net incone of French "GI.E" is inmediately shared proportionately
anong its partners. Thus, the adjustnents cannot be reflected in Net
Equity, which only corresponds to the result of the year.
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Exhi bit 99.2

[ LETTERHEAD CF STCOLT CGFFSHORE S. A ]

April 15, 2002

Securities and Exchange Commi ssion
450 Fifth Street, NW
Washi ngton, D.C. 20549

Ladi es and Gent| enen:

Arthur Andersen, Qasgow, WK has represented to Stolt Cffshore S A
that its Novenber 30, 2001 audit was subject to the firms quality control
systemfor the U S accounting and auditing practice to provide reasonabl e
assurance that the engagenent was conducted in conpliance wth professional
standards and that there was appropriate continuity of Arthur Andersen, d asgow,
WK personnel working on the audit, availability of U S national office
consultation and availability of personnel at foreign affiliates of Arthur
Andersen to conduct the relevant portions of the audit.

Barbier Frinault & Associes, Paris, France has represented to Stolt
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Ofshore S A that its audit of the Decenber 31, 2001 financial statenents of
Mar Profundo G rassol was subject to the firms quality control systemfor the
U S. accounting and auditing practice to provide reasonabl e assurance that the
engagenent was conducted in conpliance with professional standards and that
there was appropriate continuity of Barbier Frinault & Associes, Paris, France
personnel working on the audit and availability of U S national office

consul tation. Availability of personnel of foreign affiliates of Barbier
Frinault & Associes is not relevant to this audit.

Very truly yours,

/'s/ Bernard Vossier
Chi ef Executive Oficer
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