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1	 This table includes all owned vessels. GulfMark also manages twelve additional vessels in the North Sea on behalf of others.

2	 LgPSV – Large platform supply
	 PSV – Platform supply vessel	
	 AHTS – Anchor handling, towing and supply vessel
	 SmAHTS – Small anchor handling, towing and supply vessel
	 SpV – Specialty vessel, including towing and oil spill response

3	 TBD – To Be Determined.

Fleet 	 Vessel 	L ocation 	T ype 	F lag 	 Built 	F eet 	 BHP 	 DWT	

North Sea	 Highland Bugler	 N. Sea	 LgPSV	 UK	 2002	 221	 5,450	 3,115 
Based Vessels	 Highland Champion	 N. Sea	 LgPSV	 UK	 1979	 265	 4,800	 3,910 
	 Highland Citadel	 N. Sea	 LgPSV	 UK	 2003	 236	 5,450	 3,200
	 Highland Drummer	 India	 LgPSV	 UK	 1997	 221	 5,450	 3,115
	 Highland Eagle	 N. Sea	 LgPSV	 UK	 2003	 236	 5,450	 3,200
	 Highland Fortress	 U.S.	 LgPSV	 UK	 2001	 236	 5,450	 3,200
	 Highland Monarch	 Egypt	 LgPSV	 UK	 2003	 221	 5,450	 3,115
	 Highland Navigator	 N. Sea	 LgPSV	 UK	 2002	 275	 9,600	 4,250
	 Highland Pioneer	 N. Sea	 LgPSV	 UK	 1983	 224	 5,400	 2,500
	 Highland Piper	 N. Sea	 LgPSV	 UK	 1996	 221	 5,450	 3,115
	 Highland Pride	 N. Sea	 LgPSV	 UK	 1992	 265	 6,600	 3,080
	 Highland Rover 	 Africa	 LgPSV	 UK	 1998	 236	 5,450	 3,200
	 Highland Star	 N. Sea	 LgPSV	 UK	 1991	 265	 6,600	 3,075
	 Highland Trader 	 N. Sea	 LgPSV	 UK	 1996	 221	 5,450	 3,115
	 North Challenger	 N. Sea	 LgPSV	 Norway	 1997	 221	 5,450	 3,115
	 North Fortune	 N. Sea	 LgPSV	 Norway	 1983	 264	 6,120	 3,366
	 North Mariner	 N. Sea	 LgPSV	 Norway	 2002	 275	 9,600	 4,400
	 North Stream	 N. Sea	 LgPSV	 Norway	 1998	 276	 9,600	 4,585
	 North Traveller	 N. Sea	 LgPSV	 Norway	 1998	 221	 5,450	 3,115
	 North Truck	 N. Sea	 LgPSV	 Norway	 1983	 265	 6,120	 3,370
	 North Vanguard	 N. Sea	 LgPSV	 Norway	 1990	 265	 6,600	 4,000
	 Highland Courage	 N. Sea	 AHTS	 UK	 2002	 260	 16,320	 2,750
	 Highland Endurance	 Egypt	 AHTS	 UK	 2003	 260	 16,320	 2,750
	 Highland Valour	 N. Sea	 AHTS	 UK	 2003	 260	 16,320	 2,750
	 North Crusader	 Africa	 AHTS	 Panama	 1984	 236	 12,000	 2,064
	 Clwyd Supporter	 N. Sea	 SpV	 UK	 1984	 266	 10,700	 1,350
	 Highland Spirit 	 N. Sea	 SpV	 UK	 1998	 202	 6,000	 1,800
	 Highland Sprite	 N. Sea	 SpV	 UK	 1986	 194	 3,590	 1,442
	 Sefton Supporter	 N. Sea	 SpV	 UK	 1971	 250	 1,620	 1,219
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Fleet 1	 Vessel 	 Location 3 	 Type 2 	 Flag 3 	 Built 	 Feet 	 BHP 	 DWT

Southeast Asia	 Highland Guide	 SEA	 LgPSV	 Panama	 1999	 218	 4,640	 2,800 
Based Vessels	 Highland Legend	 SEA	 PSV	 Panama	 1986	 194	 3,600	 1,442 
	 Sea Diligent	 SEA	 SmAHTS	 Panama	 1981	 192	 4,610	 1,219
	 Sea Eagle	 SEA	 SmAHTS	 Panama	 1976	 185	 3,850	 1,215
	 Sea Endeavor	 SEA	 SmAHTS	 Panama	 1981	 191	 3,900	 1,000
	 Sea Explorer	 SEA	 SmAHTS	 Panama	 1981	 192	 5,750	 1,500
	 Sea Guardian	 SEA	 SmAHTS	 Panama	 2006	 191	 5,150	 1,500
	 Sea Intrepid	 SEA	 SmAHTS	 Panama	 2005	 191	 5,150	 1,500
	 Sea Searcher	 SEA	 SmAHTS	 Panama	 1976	 185	 3,850	 1,215
	 Sea Sovereign	 SEA	 SmAHTS	 Panama	 2006	 230	 5,500	 1,800
	 Sem Courageous	 SEA	 SmAHTS	 Malaysia	 1981	 191	 3,900	 1,200
	 Sem Valiant	 SEA	 SmAHTS	 Malaysia	 1981	 191	 3,900	 1,200 
	  	 	 	 	 	 	 	
	 	 	 	 	 	 	 	
Americas	 Austral Abrolhos	 Brazil	 AHTS	 Brazil	 2004	 215	 7,100	 2,000 
Based Vessels	 Highland Scout	 Brazil	 LgPSV	 Panama	 1999	 218	 4,640	 2,800 
	 Highland Warrior	 Brazil	 LgPSV	 Panama	 1981	 265	 5,300	 4,049
	 Seapower	 Brazil	 SpV	 Panama	 1974	 222	 7,040	 1,205
	 Coloso	 Mexico	 SmAHTS	 Mexico	 2005	 199	 5,916	 1,674
	 Titan	 Mexico	 SmAHTS	 Mexico	 2005	 199	 5,916	 1,674 
	
	 	 	 	 	 	 	 	
New Build	 Highland Prestige	 TBD	 LgPSV	 TBD	 2007	 284	 10,000	 4,850
Vessels	 Highland Promise	 TBD	 LgPSV	 TBD	 2007	 284	 10,000	 4,850 
	 Sea Supporter	 TBD	 AHTS	 TBD	 2007	 230	 8,320	 2,200
	 Hull 310	 TBD	 AHTS	 TBD	 2007	 250	 10,700	 2,700
	 Hull 311	 TBD	 AHTS	 TBD	 2008	 250	 10,700	 2,700
	 Hull 312	 TBD	 AHTS	 TBD	 2008	 250	 10,700	 2,700
	 Hull 313	 TBD	 AHTS	 TBD	 2008	 250	 10,700	 2,700
	 Hull 314	 TBD	 AHTS	 TBD	 2008	 250	 10,700	 2,700
	 Hull 315	 TBD	 AHTS	 TBD	 2008	 250	 10,700	 2,700
	  

�

BHP – Brake horsepower
DWT – Deadweight tons
N. Sea – North Sea
SEA – Southeast Asia



The year 2006, like 2005, was a 

tremendous year for GulfMark Offshore. 

We surpassed the records set in 2005 in 

virtually every financial reporting cate-

gory. Revenue increased by twenty three 

percent in 2006 and passed the $250 mil-

lion level. Operating income, including the 

gain on sale of two older vessels, surpassed 

$100 million. Each of our operating regions 

contributed to the strong growth as the 

demand for our services continued to 

develop throughout the year. In the North 

Sea, demand for vessels outpaced any 

increase in supply allowing for sustained 

momentum. In Asia, increased focus on 

potential in India, continued demand in 

Malaysia, Indonesia and Thailand and 

expansion of activity in areas as varied as 

Australia, Sakhalin, and Viet Nam created 

steady and growing requirements for ves-

sel services. In order to better support the 

growth in regional demand, we added 

two new build vessels in the region, the 

Sea Guardian and Sea Sovereign. These 

two vessels along with the Sea Intrepid, 

delivered in 2005, have added to our mar-

ket coverage and growing presence in 

Southeast Asia. We have a further seven 

new construction vessels that will deliver 

from Asian yards over the next two years. 

These vessels will further expand our 

Southeast Asian market presence and 

potentially allow us to enter new markets 

or expand in our existing markets. We 

mobilized one vessel from Brazil to 

the North Sea to take advantage of a 

contract opportunity. The remaining 

vessels in the Americas all traded on long 

term contracts during 2006. Two of those 

vessels’ contracts reach an end point in 

2007; however, we anticipate they will 

remain in the Americas through contract 

extensions or new contracts. 

We as a company have benefited from 

the increase in capital investment in locat-

ing, developing and producing sources of 

oil and gas in many locations around the 

world. At present, the expansion in activity 

is occurring in most of the historical cen-

ters of activity and additionally in many 

areas described as frontier or potential 

future sources. There are a large number 

of new construction drilling units being 

built, many additional floating production 

and storage facilities (FPSO) planned that 

will allow economic recovery of smaller 

accumulations of oil and gas, a rapidly 

increasing move to subsea completions 

and other underwater maintenance and 

construction activities that all will add 

greatly to the number of active vessels in 

our industry. There will continue to be 

additional fixed structures added offshore, 

ongoing support for those units already  

producing and services related to the 

removal of structures when production 

has ceased.

There are many new vessels being built 

around the world. The future of our busi-

ness will be determined by the level of 

increasing demand for vessel services and 

our ability to have the right vessels in our 

fleet to meet the needs of our customers in 

the future. All of our employees are work-

ing hard to provide the best possible result 

in 2007, but at the same time our focus is 

forward into 2008 and beyond. Our goal is 

to constantly improve the mix of vessels in 

our fleet and to determine the most appro-

priate vessels for our customer require-

ments. Since 2000, we have been heavily 

involved in building vessels that have 

increased the level and types of services 

that your company can provide. In what 

we generally have called the first building 

�

David J. Butters and Bruce A. Streeter

To Our Stockholders 

The future of our business will be 

determined by the level of increasing 

demand for vessel services and our 

ability to have the right vessels in 

our  fleet to meet the needs of our 

customers in the future.



program, our subsidiaries in the North 

Sea added nine vessels and the Americas 

added three vessels. We are now well into 

the second program and our Southeast 

Asian based fleet has already added three 

vessels with seven additional ships set to 

deliver in 2007 and 2008 and the North 

Sea subsidiaries will add two vessels in 

2007. We recently added to the program 

with two large vessels ordered for the 

North Sea, one delivering in late 2009 

and the second in 2010. At the same time, 

we determined that certain of our older 

ships are not part of the core fleet going 

forward and we have sold some of those 

vessels. We sold two vessels in 2006 

realizing gains that were included in the 

record Operating Income results men-

tioned above. We have also sold an addi-

tional vessel in the early part of 2007 

which will add to the results for the 

coming year.

Today we have a strong vessel mix 

with the majority of the fleet and the 

future additions combining to give us a 

younger fleet with vessels designed to 

meet the characteristics demanded by our 

customers. Adding to the fleet involves 

a significant capital expenditure. The 

company has gone through a significant 

expansion during this decade and the 

planning and execution of capital budget 

plans has been an important part of that 

growth. We completed an equity transac-

tion late in the year which increased the 

share base in the company by 2 million 

shares and improved the balance sheet 

which reflects the resulting lower debt 

obligations and a higher level of current 

cash reserves.

We have in the past referred to the 

importance of what we identify as the con-

tract cover position which identifies the 

amount of forward vessel operating days 

that are covered by contract. The forward 

contract position provides our base revenue 

in the future and the mix between the 

committed days and those that we cover 

by shorter term coverage in the near term 

market determine our earnings. We indi-

cated that we anticipated an excellent year 

in 2006 and indeed that was the result. 

Our view was that we were creating the 

proper foundation that would allow us to 

benefit from the market conditions in 2007 

and beyond. In fact, 2007 is shaping up to 

be a strong year and we look forward to 

the addition of the new vessels that deliver 

during the year and the potential earnings 

benefit that will come from those vessels.

Our business is dependent on a many 

factors and changes in the world can and 

will influence the future employment of 

our vessels. We are mindful of both the 

potential negative factors and those that 

can improve the demand for our services. 

Conditions today are supportive of a 

strong demand and good potential and 

we are encouraged that conditions will 

remain favorable. We have and will con-

tinue to position ourselves such that 

we can anticipate any changes in condi-

tions and adjust our contractual mix to 

best  position the company for the future.

2006 and 2005 were very good years 

on many fronts. Development of a number 

of safety initiatives, increased training pro-

grams, organizational growth to support a 

larger fleet operating in an expanded num-

ber of locations and the support of a larger 

building program being accomplished in 

more locations have kept our employees 

very busy and have required a high tempo 

of business activity. We are proud of and 

acknowledge the effort and successes 

of our employees and the contribution 

they have made to your company. They 

are in fact the foundation upon which 

the future growth and success of the 

company is dependent.

In turn, the dramatic increase in the 

company’s size and financial results are the 

building blocks for the future. The growth 

in our capacity and capability indicate 

future gains in shareholder value. As we 

look back at 2006 with satisfaction, we 

look forward to 2007 with anticipation 

that this promise will be fulfilled.

Respectfully,

David J. Butters, Chairman of the Board

Bruce A. Streeter, President and 	

Chief Executive Officer

�
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Since entering the market in 1990, Gulf Mark has emerged as one of the industry’s pre-

mier, growth-oriented offshore marine service providers. Gulf Mark has grown through 

the selective construction and acquisition of modern, technologically advanced vessels 

capable of operating in the most difficult environments of the world. Gulf Mark Offshore, 

Inc. trades on the NASDAQ National Market System under the symbol GMRK.
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Financial Highlights

Year Ended December 31,	 2006	 2005	 2004	 2003	 2002

OPERATING DATA ($000)	 	 	 	 	 	 	 	 	 	
Revenues	 	$250,921 	 	 $204,042 	 	 $139,312 	 	 $129,900 	 	$133,919 
Direct operating expenses	 	 91,874	 	 82,803	 	 71,239	 	 69,836	 	 58,007
Drydock expense	 	 9,049	 	 9,192	 	 8,966	 	  — 	 	  — 
Bareboat charter expense	 	  — 	 	 3,864	 	 1,410	 	 6,505	 	 9,287
General and administrative expenses	 	 24,504	 	 19,572	 	 15,666	 	 10,801	 	 10,027
Gain on sale of assets	 	 (10,237)	  	 — 	 	 (2,282)	 	 (16)	 	 (181) 

EBITDA1	 	 135,731	 	 88,611	 	 44,313	 	 42,774	 	 56,779 
Depreciation and amortization	 	  28,470	 	 28,875	 	 26,137	 	 28,031	 	 21,414 

Operating income	 	  107,261	 	 59,736	 	 18,176	 	 14,743	 	 35,365
Interest income	 	 1,263	 	 569	 	 276	 	 238	 	 1,211
Interest expense	 	 (15,648)	 	 (19,017)	 	 (17,243)	 	 (12,988)	 	 (12,149)
Other income (expense), net 2	 	 (95)	 	 484	 	 (12,316)	 	 (1,267)	 	 2,493
Income tax benefit ( provision)	 	 (3,052)	 	 (3,382)	 	 6,476	 	 (192)	 	 (2,959)

Net Income	 	 $89,729 	 	 $38,390 	 	 ($4,631)	 	 $534 	 	 $23,961

SHARES OUTSTANDING (000)3	 	  20,975	 	 20,666	 	 19,938	 	 20,272	 	 19,566

PER SHARE DATA ($)	 	 	 	 	 	 	 	 	 	
Net Income	 	 4.28	 	 1.86	 	 (0.23)	 	 0.03	 	 1.22
Stockholders’ equity	 	 25.81	 	 15.49	 	 15.86	 	 14.41	 	 13.02

BALANCE SHEET DATA ($000)	 	 	 	 	 	 	 	 	 	
Cash and cash equivalents	 	 $82,759 	 	 $24,190 	 	 $17,529 	 	 $8,336 	 	 $9,619 
Vessels and equipment, net4	 	 571,989	 	 510,446	 	 538,978	 	 485,502	 	 379,208
Total assets	 	 750,829	 	 613,915	 	 632,718	 	 575,501	 	 486,547
Long-term debt	 	 159,490	 	 247,685	 	 258,022	 	 236,589	 	 165,233
Total stockholders’ equity	 	 541,428	 	 320,096 	 	 316,157 	 	 292,128 	 	 254,779 

OTHER DATA	 	 	 	 	 	 	 	 	 	
Vessels in the fleet at year end5	 	 59	 	 59	 	 52	 	 53	 	 55	
Rates per day worked ($)	 	 	 	 	 	 	 	 	 	
	 North Sea Based Fleet	 	 $19,164 	 	 $15,530 	 	 $11,862 	 	 $11,042 	 	 $10,839 	
	 Southeast Asia Based Fleet	 	 $7,062 	 	 $5,849 	 	 $5,137 	 	 $5,075 	 	 $4,744 	
	 Americas Based Fleet	 	 $11,014 	 	 $11,518 	 	 $12,137 	 	 $11,707 	 	 $10,229 	
Overall Utilization	 	 	 	 	 	 	 	 	 	
	 North Sea Based Fleet	 	 94.9%	 	 91.9%	 	 80.9%	 	 78.3%	 	 94.2%	
	 Southeast Asia Based Fleet	 	 92.3%	 	 91.6%	 	 82.2%	 	 83.8%	 	 82.4%	
	 Americas Based Fleet	 	 96.0%	 	 95.6%	 	 91.6%	 	 92.8%	 	 94.8%	
Average Owned or Chartered Vessels	 	 	 	 	 	 	 	 	 	
	 North Sea Based Fleet	 	 30.4	 	 30.8	 	 29.4	 	 30.8	 	 28.6	
	 Southeast Asia Based Fleet	 	 11.7	 	 10.2	 	 11.6	 	 12.0	 	 11.7	
	 Americas Based Fleet	 	 6.4	 	 6.2	 	 4.6	 	 4.0	 	 3.2	

	 	 Total	 	 48.5	 	 47.2	 	 45.6	 	 46.8	 	 43.5	  

	 	 	 	 	 	 	 	 	 	

 	 Includes gain on the sales of assets

	 Includes cumulative effect of change in accounting principle and debt refinancing costs in 2004

	 Weighted average diluted

	 Includes construction and process

	 Managed plus owned or chartered vessels
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In our 2005 Annual Report, we iden-

tified 2005 as being the “Dawn of a New 

Era.” We believed then, as we believe now, 

that a new upward cycle in the market 

place had occurred and represented the 

beginning of a long growth period for the 

industry. We also identified that we had 

committed to nine new build vessels that 

would allow us to provide the types of 

vessels we believed would be required by 

our customers throughout the world in 

this new era. The events of 2006 did not 

change our opinion as the number of new 

offshore drilling rig construction contract 

announcements increased, along with com-

mitments for those rigs extending into the 

next decade at record day rates. In addition 

to the delivery of two new vessels, we 

sought to further tailor our fleet to the 

needs of the market by selling two of the 

older vessels in the fleet and committing to 

the sale of a third vessel in the beginning 

of 2007. We have made further commit-

ments to additions to the fleet beyond the 

six new vessels being built in Southeast 

Asia, through the acquisition of an addi-

tional new build vessel in Southeast Asia 

and two more vessels in the North Sea, a 

total commitment for all three of over 

$100 million to meet the increasing 

demand for sophisticated vessel services. 

In alignment with our strategy to 

develop and maintain a large, modern, 

diversified and technologically advanced 

fleet to meet the growing demands of the 

industry, we are continuing our new build 

program, as well as selling older vessels in 

our fleet when attractive opportunities 

arise. During the year, we took delivery of 

two new build vessels,  the Sea Guardian 

and the Sea Sovereign, and exercised a first 

right of refusal to acquire another vessel 

currently under construction in Indonesia. 

Currently, we have new construction 

contracts for the scheduled delivery of four 

vessels in 2007, five vessels in 2008 and 

one in each of 2009 and 2010. Of the 2007 

expected deliveries, two are North Sea 

based and two are Southeast Asia based.   

Our North Sea based deliveries during 

2007, the Highland Prestige and Highland 

Promise, are new design 4,850 deadweight 

ton diesel electric powered large platform 

supply vessels. The Southeast Asia based 

vessels, being built by Keppel Singmarine 

Pte, Ltd, include six new 2,700 deadweight 

tons AHTS vessels consisting of a new 

design we developed in conjunction with 

the builder and incorporate Dynamic 

Positioning 2 and Fire Fighting Class 1 

technology. The first vessel is scheduled to 

be delivered in the fourth quarter of 2007 

followed by one approximately each 

quarter thereafter, with the final delivery in 

the fourth quarter of 2008. The second 

vessel to be delivered in the fourth quarter 

of 2007 in Southeast Asia is the Sea 

Supporter, an 8,000 horsepower AHTS 

with 100 ton bollard pull. Also, in 2006, 

we completed or committed to the stra-

tegic sale of our older vessels in the fleet. 

In September 2006, we sold one of our 

older Southeast Asia working platform 

supply vessels, the Highland Patriot, and in 

October 2006 we sold the North Sea based 

Sentinel and committed to the sale of the 

North Sea based North Prince during 

January 2007, all three of which were sold 

for gains. We believe the level of accep-

tance and financial results for the new and 

existing vessels reflects our strengths in our 

markets along with our capability to be 

innovative in the design and construction 

of new vessels to meet the growing 

demands of the industry.

�
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North Sea

 historically one of the most demanding of all exploration 

and production frontiers, is GulfMark’s largest operating area. 

Currently,GulfMark has 41 vessels based in the North Sea.



�

Southeast Asia 

is defined as offshore Asia bounded roughly on the west by the 

Indian subcontinent and on the north by China. GulfMark 

currently has twelve vessels based in the region. 



�

The North Sea

Over the last two years, we have been 

able to capture the benefits of our long 

term strategy to focus on growth in the 

North Sea. Our new build construction 

program that we began in the year of 2000, 

where we constructed nine new North Sea 

class vessels consisting of six PSV’s and 

three AHTS’s with multi-functional 

designs, has proven to be the right strategy 

to capitalize on a rebound in the market.   

With the added strength of being the 

largest operator of PSV’s in the North Sea 

region, we were able to respond to the 

strong North Sea regional demand 

throughout 2005-2006, which was driven 

by increased offshore drilling, production 

and rig movement activities. The year 2006 

built upon the strong North Sea market in 

2005 with some of the highest spot daily 

operating rates for vessels in the history of 

the North Sea. Our average rates per day 

increased 23% year over year from $15,530 

in 2005 to $19,164 in 2006. We were also 

able to benefit from the higher day rates 

along with higher utilization on vessels in 

the spot market. In 2006, our North Sea 

utilization averaged 94.9%, up from 91.9% 

in 2005, a large portion of the increase 

being attributable to the higher demand 

for spot vessels. One of the primary drivers 

for the increase was from the AHTS’s as a 

result of a large number of drilling rig 

moves taking place in the North Sea. The 

revenue from our AHTS’s increased 75% 

from 2005 to 2006. Overall, our North Sea 

revenues were up over 24% and 93% versus 

2005 and 2004, respectively.

During 2007, the first of our two new 

design large platform supply vessels, Aker 

PSV 09’s, will deliver at the end of March 

of this year while the second is expected to 

deliver early in the fourth quarter. These 

vessels, constructed in Norway, represent 

our newest generation of platform supply 

vessels with concepts that will include, but 

are not limited to: Clean Class (environ-

mental), Comfort Class (improved crew 

habitability and noise abatement) and 

improved fuel economy (popularly viewed 

as diesel electric). These vessels also em-

ploy modified hull designs for improved 

sea keeping characteristics and additional 

concepts that help reduce emissions. As 

mentioned earlier, we have also committed 

to two additional Aker PSV 09’s at a total 

cost of approximately $85.0 million with 

delivery slated for the winter of 2009 and 

the spring of 2010. To further complement 

the fleet, we are also expecting delivery of 

four more managed vessels in the year. 

These changes will reduce the average fleet 

age, as well as add to the existing fleet the 

advanced technology requirements 

demanded by the industry.

We see the climate for a continued 

strong rate environment in 2007 and 

anticipate continued high levels of activity 

throughout 2007 in the North Sea, 

provided oil prices continue at current 

levels. Although there has been concern 

regarding the number of new vessels 

coming into the market, we believe that 

the additional supply will meet the needs 

of the large number of new and refur-

bished drilling units entering the market. 

In addition, there is a significant increase 

in sub-sea activity that will increase the 

demand for modern vessels that have the 

capability of supporting these types of 

activities. Thus, it is our opinion that, 

although there may be some excess supply 

at moments when a significant number of 



vessels are delivered, the North Sea market 

will remain in relative balance over the 

foreseeable future.

The North Sea’s operating income 

reflects the excellent results of the region 

with an increase from $55.9 million in 

2005 to $100.9 million in 2006. The 2006 

operating income includes $10.2 million 

in gains from the previously mentioned 

sale of two of the older vessels in the fleet, 

the Highland Patriot and the Sentinel. As 

evidenced by our outstanding results in 

this market, our overall performance has 

and will be driven principally by market 

demand and the resulting revenue; how-

ever; even in robust markets, one of our 

fundamental focuses has and will continue 

to be on cost containment.

Southeast Asia

Southeast Asia is a changing market-

place and today a more divergent Asian 

environment than in the past, wherein 

demand for various types of vessels has 

increased and where vessel day rates have 

improved. The demand focus in Asia is 

generally directed at increasing consump-

tion in China and India. Historically, this 

market has not been characterized by long 

term contracts; however, we are seeing the 

market begin to move in that direction 

with an increasing current and foreseeable 

demand for vessels in the region. 

We have responded to these changes 

in Asia through the new build program 

which provides us sufficient equipment 

to adequately capitalize on this market. 

Our new build design, described earlier, 

is specifically focused on providing us a 

distinct marketing advantage through 

demonstrated savings to our customers. 

The vessel hull is fairly large which is 

intended to give it high safety factors, 

better handling characteristics and 

excellent capacities. Each vessel will be 

equipped with fire fighting capabilities in 

addition to electrical generation capacity, 

which enables it to pump multi-cargos 

simultaneously, thus bringing a more 

efficient platform to the customer. The 

spacing of the new deliveries in 2007 and 

2008 provides future opportunities; and, as 

those vessels deliver and enter into the fleet 

mix, it will enhance our capacity to meet 

the varying demands of the market. In 

2007, we will have the full year benefit of 

the vessels that delivered in 2006 at what 

is expected to be good market rates, the 

partial year benefit of vessels that deliver 

in 2007, and a large number of contract 

rollovers on vessels that will have good 

upside potential in a strong market 

environment. These changes to our fleet 

will also improve both our fleet size and 

vessel age in the region. As the majority 

of our older vessels in the fleet are in 

this region, we will continue to evaluate 

potential sales of existing vessels should 

the opportunity arise.

In 2006, the Southeast Asia financial 

results represent the onset of this changing 

market. The average rates per day increased 

21% from $5,849 in 2005 to $7,062 in 

2006, and utilization of 92.3% for 2006 

was better than the substantial increase of 

91.6% attained in 2005. Overall operating 

income for the region increased 50% from 

$10 million in 2005 to $15 million in 2006, 

in part as a result of cost containment 

efforts in the region.
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Americas 

includes offshore North, Central and South America. 

Vessel requirements in these areas vary significantly. 

Historically, our primary activity in the Americas has been

in Brazil where we have four vessels, however, in 2005 

we added two vessels in Mexico.



The Americas

Over the last several years, we have 

expanded our operations in the Americas 

and believe the region continues to repre-

sent a growing market for us. In May 

2005, we mobilized two new build vessels, 

the Coloso and Titan, to Mexico on long-

term contracts, both of which have per-

formed very well for us. These two AHTS 

vessels were built to our customer’s speci-

fications for Mexico and represent our 

continuing effort to diversify both our asset 

base and our areas of operation. We believe 

that our move into the Mexican portion of 

the Gulf of Mexico is yet another example 

of our continuing efforts to build or acquire 

vessels that can service the specialized 	

and/or deepwater requirements of the 

region. Whether we build to specific con-

tracts or are able to acquire equipment that 

is suitable for the region, we believe that it 

is important to continue to grow in this 

market. To that end, we will continue to 

evaluate opportunities to expand into 

this market in the future.

In Brazil, where we operate four 

vessels, demand has continued to grow; 

however, until recently, the revenue rates 

on new contracts have not been at 

comparable levels to what is available in 

other locations. As evidence of this, in 

2006, we had one vessel, the North Stream, 

which came off contract and, given the 

strength of the market conditions in the 

North Sea, this vessel was moved back to 

that region. The remaining four vessels are 

chartered until mid 2008 or later; a period 

when we anticipate a number of interna-

tional companies will be expanding their 

presence and initiating drilling plans in 

Brazil. We will continue to pursue 

opportunities in this market, but only if 

we can be satisfied that we can attain a 

satisfactory return on our investment. 

The Americas’ utilization averaged 

96.0%, compared to 95.6% in 2005 with 

the full year effect of the new build vessels 

added in 2005. The average day rates for 

the year 2006 went down to $11,014 ver-

sus $11,518 in 2005, resulting primarily 

from the return of the North Stream vessel 

back to the North Sea, as that vessel, when 

working in the Americas, had been con-

tracted at a higher average rate than the 

other vessels in the region.

As we look forward through 2007, 

we continue to see strong demand in all 

the regions in which we operate. We are 

cognizant of factors that can adversely 

impact our markets; however, we do not 

see an impediment at this time to con-

tinued growth of the company as we 

balance our fleet to the demands of our 

customers. The strong demand improve-

ment for us has been driven primarily by 

the North Sea, but we foresee that other 

markets, particularly the Southeast Asia 

market, will begin to expand in the future. 

History has proven that our strategy of 

developing a large, diversified and tech-

nologically sophisticated fleet in areas 

where we have established a marketing 

and operational niche has proven to be a 

sound strategy for the Company and has 

withstood the test of time. As such, we 

will continue to stay on this course and, as 

this year develops, we will pursue addi-

tional growth opportunities where we can 

bring added value to our customers and 

our shareholders.
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1	 This table includes all owned vessels. GulfMark also manages twelve additional vessels in the North Sea on behalf of others.

2	 LgPSV – Large platform supply
	 PSV – Platform supply vessel	
	 AHTS – Anchor handling, towing and supply vessel
	 SmAHTS – Small anchor handling, towing and supply vessel
	 SpV – Specialty vessel, including towing and oil spill response

3	 TBD – To Be Determined.

Fleet 	 Vessel 	L ocation 	T ype 	F lag 	 Built 	F eet 	 BHP 	 DWT	

North Sea	 Highland Bugler	 N. Sea	 LgPSV	 UK	 2002	 221	 5,450	 3,115 
Based Vessels	 Highland Champion	 N. Sea	 LgPSV	 UK	 1979	 265	 4,800	 3,910 
	 Highland Citadel	 N. Sea	 LgPSV	 UK	 2003	 236	 5,450	 3,200
	 Highland Drummer	 India	 LgPSV	 UK	 1997	 221	 5,450	 3,115
	 Highland Eagle	 N. Sea	 LgPSV	 UK	 2003	 236	 5,450	 3,200
	 Highland Fortress	 U.S.	 LgPSV	 UK	 2001	 236	 5,450	 3,200
	 Highland Monarch	 Egypt	 LgPSV	 UK	 2003	 221	 5,450	 3,115
	 Highland Navigator	 N. Sea	 LgPSV	 UK	 2002	 275	 9,600	 4,250
	 Highland Pioneer	 N. Sea	 LgPSV	 UK	 1983	 224	 5,400	 2,500
	 Highland Piper	 N. Sea	 LgPSV	 UK	 1996	 221	 5,450	 3,115
	 Highland Pride	 N. Sea	 LgPSV	 UK	 1992	 265	 6,600	 3,080
	 Highland Rover 	 Africa	 LgPSV	 UK	 1998	 236	 5,450	 3,200
	 Highland Star	 N. Sea	 LgPSV	 UK	 1991	 265	 6,600	 3,075
	 Highland Trader 	 N. Sea	 LgPSV	 UK	 1996	 221	 5,450	 3,115
	 North Challenger	 N. Sea	 LgPSV	 Norway	 1997	 221	 5,450	 3,115
	 North Fortune	 N. Sea	 LgPSV	 Norway	 1983	 264	 6,120	 3,366
	 North Mariner	 N. Sea	 LgPSV	 Norway	 2002	 275	 9,600	 4,400
	 North Stream	 N. Sea	 LgPSV	 Norway	 1998	 276	 9,600	 4,585
	 North Traveller	 N. Sea	 LgPSV	 Norway	 1998	 221	 5,450	 3,115
	 North Truck	 N. Sea	 LgPSV	 Norway	 1983	 265	 6,120	 3,370
	 North Vanguard	 N. Sea	 LgPSV	 Norway	 1990	 265	 6,600	 4,000
	 Highland Courage	 N. Sea	 AHTS	 UK	 2002	 260	 16,320	 2,750
	 Highland Endurance	 Egypt	 AHTS	 UK	 2003	 260	 16,320	 2,750
	 Highland Valour	 N. Sea	 AHTS	 UK	 2003	 260	 16,320	 2,750
	 North Crusader	 Africa	 AHTS	 Panama	 1984	 236	 12,000	 2,064
	 Clwyd Supporter	 N. Sea	 SpV	 UK	 1984	 266	 10,700	 1,350
	 Highland Spirit 	 N. Sea	 SpV	 UK	 1998	 202	 6,000	 1,800
	 Highland Sprite	 N. Sea	 SpV	 UK	 1986	 194	 3,590	 1,442
	 Sefton Supporter	 N. Sea	 SpV	 UK	 1971	 250	 1,620	 1,219
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Building On Our Past.
Building For Our Future.
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