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Explanatory Note

On August 10, 2007, Hornbeck Offshore Services, Inc., or Hornbeck Offshore or the Company, filed a Current Report on Form 8-K with the
Securities and Exchange Commission regarding the completion of its acquisition of 20 offshore supply vessels and their related business (the “Sea
Mar Fleet”) from certain affiliates of Nabors Industries, Ltd. This amendment is being filed to amend and supplement Item 9.01 of the Company’s
Current Report on Form 8-K dated August 8, 2007, to include the historical financial statements of Sea Mar Fleet, the acquired business, and the
unaudited pro forma financial information required pursuant to Article 11 of Regulation S-X. Unaudited pro forma financial information included in
this Form 8-K/A is presented for illustrative purposes only and does not purport to be indicative of the results that would have actually occurred if
the acquisition had occurred as presented in the financial information or that may be obtained in the future.

Item 9.01 Financial Statements and Exhibits.
 

 (a) Financial statements of businesses acquired.
 

 

(i) The audited balance sheet of Sea Mar Fleet as of December 31, 2006 and the related statement of operations, equity and
cash flows for the year then ended and the unaudited balance sheet of Sea Mar Fleet as of June 30, 2007 and the related
statements of operations, equity and cash flows for the six months ended June 30, 2007 and 2006. These audited and
unaudited financial statements are filed as Exhibit 99.2 to this amendment and incorporated herein by reference.

 

 (b) Pro forma financial information.
 

 
(ii) The Company’s unaudited pro forma condensed consolidated balance sheet as of June 30, 2007 and the unaudited pro

forma consolidated statements of operations for the year ended December 31, 2006 and six months ended June 30, 2007
are filed with this amendment as Exhibit 99.3 and incorporated herein by reference.

 

 (c) Exhibits.



Exhibits
 
Exhibit Number   Description of Exhibit

23.1 *  - Consent of PriceWaterhouseCoopers LLP

99.1
 

-
 

Press Release, dated August 9, 2007 (incorporated by reference to Exhibit 99.1 of the Company’s Current Report on Form 8-
K dated August 8, 2007)

99.2 *

 

-

 

Audited balance sheet of Sea Mar Fleet as of December 31, 2006 and the related statement of operations, equity and cash
flows for the year then ended and the unaudited balance sheet of Sea Mar Fleet as of June 30, 2007 and the related
statements of operations, equity and cash flows for the six months ended June 30, 2007 and 2006.

99.3 *

 

-

 

Hornbeck Offshore Services, Inc.’s unaudited pro forma condensed consolidated balance sheet as of June 30, 2007 and the
unaudited pro forma condensed consolidated statements of operations for the year ended December 31, 2006 and six
months ended June 30, 2007.

 

* Filed herewith.



SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by
the undersigned thereunto duly authorized.
 
  Hornbeck Offshore Services, Inc.

Date: October 23, 2007  By:  /s/ James O. Harp, Jr.
  James O. Harp, Jr.
  Executive Vice President and Chief Financial Officer

 



Exhibit 23.1

CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 (No. 333-119109, 333-124698), Form S-3 (No.
333-128014, 333-140977), and Form S-4 (No. 333-128016) of Hornbeck Offshore Services, Inc. of our report dated October 22, 2007 relating to
the financial statements of Sea Mar Fleet, which appears in the Current Report on Form 8-K/A of Hornbeck Offshore Services, Inc. filed
October 23, 2007.

/s/ PRICEWATERHOUSECOOPERS LLP

PRICEWATERHOUSECOOPERS LLP
Houston, Texas
October 22, 2007
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REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders of
Hornbeck Offshore Services, Inc.

In our opinion, the accompanying combined balance sheet and the related combined statement of operations, of members’ equity and cash
flows present fairly, in all material respects, the financial position of Sea Mar Fleet (the “Company”) at December 31, 2006, and the results of its
operations and its cash flows for the year then ended in conformity with accounting principles generally accepted in the United States of America.
These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial
statements based on our audit. We conducted our audit of these statements in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and significant estimates made by management, and evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

/s/ PRICEWATERHOUSECOOPERS LLP

PRICEWATERHOUSECOOPERS LLP

Houston, Texas
October 22, 2007
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SEA MAR FLEET
COMBINED BALANCE SHEET

(IN THOUSANDS)
 

   
June 30,

2007   
December 31,

2006  
   (Unaudited)    

ASSETS    
Current assets:    

Cash and cash equivalents   $ 4,274  $ 2,816 
Accounts receivable, net of allowance for doubtful accounts of $60 and $0, respectively    24,153   21,342 
Other current assets    1,342   1,860 

    
 

   
 

Total current assets    29,769   26,018 
    

 
   

 

Property, plant and equipment, net    102,676   100,997 
Goodwill    34,989   34,989 
Deferred charges, net    3,256   4,246 

    
 

   
 

Total assets   $170,690  $ 166,250 
    

 

   

 

LIABILITIES AND MEMBERS’ EQUITY    
Current liabilities:    

Accounts payable   $ 3,279  $ 4,130 
Accrued liabilities    4,249   6,363 
Current taxes payable    35,341   26,849 

    
 

   
 

Total current liabilities    42,869   37,342 
    

 
   

 

Other liabilities    1,909   1,565 
Deferred tax liabilities    35,469   36,115 

    
 

   
 

Total liabilities    80,247   75,022 
Members’ equity:    

Due from affiliates, net    (30,586)  (16,724)
Additional paid-in capital    50,176   50,176 
Retained earnings    70,853   57,776 

    
 

   
 

Total members’ equity    90,443   91,228 
    

 
   

 

Total liabilities and members’ equity   $170,690  $ 166,250 
    

 

   

 

The accompanying notes are an integral part of these combined statements.
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SEA MAR FLEET
COMBINED STATEMENT OF OPERATIONS

(IN THOUSANDS)
 
   Six Months Ended June 30,   Year Ended

December 31,
2006     2007   2006   

   (Unaudited)     
Revenues   $ 51,750  $ 52,961  $ 107,426 
Costs and expenses:     

Operating expenses    22,957   23,007   48,467 
Depreciation    3,235   3,237   6,474 
Amortization    1,756   2,290   4,175 
General and administrative expenses    2,621   2,355   5,032 

    
 

   
 

   
 

   30,569   30,889   64,148 
    

 
   

 
   

 

Gain on sale of assets    —     1   1 
    

 
   

 
   

 

Operating income    21,181   22,073   43,279 
Other income:     

Interest income    104   58   146 
Other income    82   69   133 

    
 

   
 

   
 

   186   127   279 
    

 
   

 
   

 

Income before income taxes and minority interest    21,367   22,200   43,558 
Income tax expense    (7,846)   (7,890)  (15,480)
Minority interest in net income of consolidated subsidiaries    (444)   (523)  (1,011)

    
 

   
 

   
 

Net income   $ 13,077  $ 13,787  $ 27,067 
    

 

   

 

   

 

The accompanying notes are an integral part of these combined statements.
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SEA MAR FLEET
COMBINED STATEMENT OF CHANGES IN MEMBERS’ EQUITY

(IN THOUSANDS)
 

   
Due from

Affiliates, Net  
Additional

Paid-In-Capital  
Retained
Earnings   

Total Members’
Equity  

Balance at December 31, 2005   $ 22,678  $ 50,176  $30,709  $ 103,563 
Net income    —     —     27,067   27,067 
Funding to affiliates    (39,402)  —     —     (39,402)

    
 

           
 

Balance at December 31, 2006   $ (16,724) $ 50,176  $57,776  $ 91,228 
Net income (unaudited)    —     —     13,077   13,077 
Funding to affiliates (unaudited)    (13,862)  —     —     (13,862)

    
 

           
 

Balance at June 30, 2007 (unaudited)   $ (30,586) $ 50,176  $70,853  $ 90,443 
    

 

           

 

The accompanying notes are an integral part of these combined statements.
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SEA MAR FLEET
COMBINED STATEMENT OF CASH FLOWS

(IN THOUSANDS)
 
   Six Months Ended June 30,   Year Ended

December 31,
2006     2007   2006   

   (Unaudited)     
CASH FLOWS FROM OPERATING ACTIVITIES:     

Net income   $ 13,077  $ 13,787  $ 27,067 
Adjustments to reconcile net income to net cash provided by operating activities:     

Depreciation    3,235   3,237   6,474 
Amortization    1,756   2,290   4,175 
Deferred tax expense    (646)  (1,396)  (2,740)
Provision for bad debts    60   60   —   
Gain on sale of assets    —     (1)  (1)

Changes in operating assets and liabilities:     
Accounts receivable    (2,871)  (6,166)  (8,026)
Other current assets    518   (1,664)  (518)
Deferred drydocking charges    (767)  (3,203)  (4,390)
Accounts payable    (851)  4,873   2,846 
Accrued liabilities and other liabilities    6,723   6,733   19,945 

    
 

   
 

   
 

Net cash provided by operating activities    20,234   18,550   44,832 
CASH FLOWS FROM INVESTING ACTIVITIES:     

Net proceeds from sale of assets    —     1   1 
Vessel capital expenditures    (4,897)  (1,541)  (4,342)
Non-vessel capital expenditures    (17)  (116)  (252)

    
 

   
 

   
 

Net cash used in investing activities    (4,914)  (1,656)  (4,593)
CASH FLOWS FROM FINANCING ACTIVITIES:     

Net changes in due from affiliates    (13,862)  (16,231)  (39,402)
    

 
   

 
   

 

Net cash used by financing activities    (13,862)  (16,231)  (39,402)
    

 
   

 
   

 

Net increase in cash and cash equivalents    1,458   663   837 
Cash and cash equivalents at beginning of period    2,816   1,979   1,979 

    
 

   
 

   
 

Cash and cash equivalents at end of period   $ 4,274  $ 2,642  $ 2,816 
    

 

   

 

   

 

The accompanying notes are an integral part of these combined statements.
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SEA MAR FLEET
NOTES TO COMBINED FINANCIAL STATEMENTS

1.    Business and Operations
The combined financial statements of Sea Mar Fleet, or the Company, represent the financial results of 20 offshore supply vessels, or OSVs,

and their related business. The Company is comprised of subsidiaries and affiliates of Nabors Industries Inc., or Nabors Delaware. The Company’s
operations primarily include 1) Nabors US Finance LLC, an indirect Delaware subsidiary of Nabors Delaware that owns the OSVs, 2) Sea Mar
Investco LLC, a Delaware entity, which is 75% owned by United States citizens and 25% owned indirectly by Nabors Delaware and reflects the
operating activity of the OSVs, and 3) Sea Mar division of Pool Well Services Co., a Nabors Delaware subsidiary, which executes contracts with
customers for the OSVs. These companies are all subsidiaries of Nabors Industries Ltd., or Nabors, a Bermuda-exempt company.

The Company provides vessel support services to major and independent oil and gas exploration and development companies, drilling
contractors, geophysical companies, construction companies and well stimulation and cementing companies operating offshore. The Company
also manages vessels on behalf of other vessel owners, including an affiliate of Nabors Delaware.

2.    Summary of Significant Accounting Policies
Unaudited Combined Financial Statements for the Six Months ended June 30, 2007 and 2006

The accompanying unaudited combined financial statements as of June 30, 2007 and for the six months ended June 30, 2007 and 2006
have been prepared in accordance with U.S. generally accepted accounting principles (“GAAP”). Accordingly, the unaudited combined financial
statements do not include all of the information and footnotes required by GAAP for complete financial statements. In the opinion of the Company’s
management, the accompanying unaudited combined financial statements contain all adjustments, including normal recurring accruals, necessary
to state fairly the Company’s financial position as of June 30, 2007, and the results of its operations and its cash flows for the six months ended
June 30, 2007 and 2006. The results of operations for the six months ended June 30, 2007 are not necessarily indicative of the results that may be
expected for the year ended December 31, 2007.

Revenue Recognition
The Company charters its OSVs to clients under time charters based on a daily rate of hire and recognizes revenue as earned on a daily

basis during the contract period of the specific vessel.

Deferred revenue represents payments received from customers in advance of vessels commencing time charters.

Cash and Cash Equivalents
Cash and cash equivalents consist of all highly liquid investments in money market funds, deposits and investments available for current use

with an initial maturity of three months or less.

Accounts Receivable
Accounts receivable consists of trade receivables, net of allowances, and amounts to be rebilled to customers. For the year ended

December 31, 2006, two customers accounted for 21% and 15% of total revenues, respectively.
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Property and Equipment
Property and equipment are recorded at cost. Maintenance and minor replacements are charged to operations as incurred. Major

modifications and improvements, which extend the useful life of the vessel, are capitalized and amortized over the estimated useful life of the
addition. Upon retirement or other disposal of fixed assets, the cost and related accumulated depreciation are removed from the respective
accounts and any gains or losses are included in the results of operations for the period. Long-lived assets are reviewed for impairment whenever
events indicate that the carrying amount of an asset may not be recoverable.

Depreciation is computed using the straight-line method over the estimated useful lives of the assets after a provision for salvage value. The
estimated useful lives of the Company’s assets are as follows:
 

New generation offshore supply vessels   22-25 years
Conventional offshore supply vessels   8-11 years
Non-vessel related property, plant and equipment   3-5 years

Leasehold improvements are amortized over the lesser of their useful life or the lease term.

Goodwill
Goodwill reflects the excess of cost over the estimated fair value of net assets of Pool Energy Services acquired by Nabors Industries, Ltd. in

November 1999. Fair value is determined based on discounted cash flow or appraised values, as appropriate. The Company has performed
goodwill impairment reviews by reporting unit based on a fair value concept as required by Statement of Financial Accounting Standards (SFAS)
No. 142, “Goodwill and Other Intangible Assets.” Such fair value calculations have not resulted in the impairment of goodwill.

Deferred Charges
The Company’s vessels are required by regulation to be recertified after certain periods of time. The Company defers the drydocking

expenditures incurred due to regulatory marine inspections and amortizes the costs on a straight-line basis over the period to be benefited from
such improvements, generally 30 months.

Income Taxes
Income tax amounts are reflected in these financial statements on a separate return basis and are provided for based on the Company’s

taxable income in addition to a provision for deferred income taxes.

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences between the financial statement
carrying amounts of existing assets and liabilities and their respective tax bases.

Deferred tax assets and liabilities are measured using currently enacted tax rates. The effect on deferred tax assets and liabilities of a
change in tax rates is recognized in income in the period that includes the enactment date. The provision for income taxes includes provisions for
federal, state and foreign income taxes.

Use of Estimates
The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the

amounts reported in the financial statements and accompanying notes. Actual results could differ from those estimates.
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Impairment of Long-Lived Assets
When events or circumstances indicate that the carrying amount of long-lived assets to be held and used or intangible assets might not be

recoverable, the expected future undiscounted cash flows from the assets are estimated and compared with the carrying amount of the assets. If
the sum of the estimated undiscounted cash flows is less than the carrying amount of the assets, an impairment has occurred. The impairment loss
is measured by comparing the fair value of the assets with their carrying amounts. Fair value is determined based on discounted cash flow or
appraised values, as appropriate. The Company did not record any impairment losses related to its long-lived assets during 2007 or 2006.

Concentrations of Credit Risk
Financial instruments which potentially subject the Company to concentrations of credit risk consist of cash and cash equivalents and

receivables. Cash and cash equivalents represent deposits with financial institutions that may, at times, exceed the federally insured limit.

The Company’s customer base is made up of a small number of large, well-established companies; consequently, the Company is subject to
potential credit risk related to changes in business and economic conditions in the markets. The Company performs ongoing credit evaluations of
its customers and generally does not require collateral.

Segments
The Company’s operations are organized into one reportable business segment under Statement of Financial Standards No. 131,

“Disclosure about Segments of an Enterprise and Related Information.”

Recent Accounting Pronouncements
In July 2006, the Financial Accounting Standards Board, or FASB, issued FASB Interpretation No. 48, “Accounting for Uncertainty in Income

Taxes – an Interpretation of Statement of Financial Accounting Standards No. 109”, or FIN 48, which clarifies the accounting and disclosure for
uncertain tax positions in accordance with SFAS No. 109, “Accounting for Income Taxes.” FIN 48 addresses the recognition, measurement,
classification and disclosure issues related to the recording of financial statement benefits for income tax positions that have some degree of
uncertainty. This interpretation was effective as of the beginning of an entity’s first fiscal year that begins after December 15, 2006. The Company’s
adoption of FIN 48 on January 1, 2007 did not have any impact on its operating results.

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157, “Fair Value Measurements,” or SFAS No. 157.
SFAS No. 157 defines fair value, establishes a framework for measuring fair value, and expands disclosure requirements regarding fair value
measurement. Where applicable, this statement simplifies and codifies fair value related guidance previously issued within GAAP. SFAS No. 157 is
effective for financial statements issued for fiscal years beginning after November 15, 2007, and interim periods within those fiscal years.
Management does not currently expect SFAS No. 157 to have a material effect on the results of operations or financial position of the Company.

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial Liabilities.” SFAS No. 159
permits entities to choose to measure certain financial instruments and other items at fair value that are not currently required to be measured at
fair value. It also creates presentation and disclosure requirements that will enhance comparability between entities that choose different
measurement attributes for similar types of assets and liabilities. SFAS No. 159 is effective for financial statements issued for fiscal years
beginning after November 15, 2007. Management does not currently expect SFAS No. 159 to have a material effect on the results of operations or
financial position of the Company.
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3.    Related-Party Transactions
Under a technical support agreement, the Company operates vessels, owned by an indirect subsidiary of Nabors Delaware, Sea Mar

Mexico, S. de R.L. de C.V., or Sea Mar Mexico, in Mexican waters. The Company’s operational and capital sustaining costs incurred for the
operation of the related vessels are reimbursable to the Company in full. Operating costs are initially reimbursed based upon historically contracted
amounts via monthly billings. At each fiscal year-end, reimbursement excesses or shortfalls are settled based on actual operating results.

The Company earns operating fees for the management and operation of the vessels subject to the technical services agreement mentioned
above. Revenues resulting from the operation of managed vessels were $0.2 million for the year ended December 31, 2006.

As of December 31, 2006, the Company had net amounts payable to Sea Mar Mexico of $0.1 million. In addition, the Company had amounts
receivable from the Sea Mar Mexico’s parent company, Nabors Drilling International Limited, of $0.3 million at December 31, 2006, relating to the
technical services agreement.

The combined financial statements include Due from Affiliates, net, which is related to transactions with other Nabors affiliates or subsidiaries
that are not included in the Company’s combined group. The net receivable from affiliates is classified as a reduction of members’ equity on the
combined balance sheet based upon the nature of the net receivable, the transactions that gave rise to it and the corresponding repayment history.

Nabors allocates costs to its affiliates and subsidiaries for shared services. The combined financial statements include allocated costs from
Nabors for corporate general and administrative expenses. The combined statement of operations for the year ended December 31, 2006 includes
a charge of $0.8 million for allocated costs from Nabors for general and administrative functions performed by Nabors. The costs allocated to the
Company were based on its proportionate share of assets, revenues and employees of Nabors. Management believes that such allocation
methodology is reasonable; however, these allocations are not necessarily indicative of the costs and expenses that would have resulted if the
Company had been operating as a stand alone entity.

4.    Commitments and Contingencies
The Company leases various office equipment and real property under operating leases expiring on various dates from 2007 through 2010.

The Company recorded rental expense of $0.2 million for the year ended December 31, 2006 in connection with these leases.

As of December 31, 2006, minimum future rental payments under these noncancelable operating leases with terms in excess of one year
were as follows (in thousands):
 

2007   $     88
2008    29
2009    29
2010    17

    

  $ 163
    

The Company is subject to litigation matters that arise in the ordinary course of business. The Company maintains insurance coverage for
certain risks. The expected losses related to any pending legal matters are accrued in the financial statements. In the opinion of management, the
Company’s ultimate liability with respect to such litigation is not expected to have a material adverse effect on the Company’s financial position or
results of operations.
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5.    Property, Plant and Equipment
Property, plant and equipment consisted of the following (in thousands):

 

   
December 31,

2006  
Offshore supply vessels   $ 138,859 
Non-vessel related property, plant and equipment    632 
Less: Accumulated depreciation    (42,740)

    
 

   96,751 
Construction in progress    4,246 

    
 

  $ 100,997 
    

 

6.    Retirement Plan
The Company has a 401(k) Plan, or Plan, that covers all eligible employees. Eligible employees must 1) have one year of service, 2) be at

least 18 years of age, 3) be paid on a U.S. payroll, and 4) not be covered by a collective bargaining agreement. The Plan is a qualified salary
reduction plan whereby eligible participants can elect to contribute a percentage of their compensation, subject to annual limitations imposed by
the Internal Revenue Code. The Plan includes a discretionary matching contribution by the Company, which was approximately $0.3 million for the
year ended December 31, 2006.

7.    Income Taxes
As of December 31, 2006, current taxes payable includes taxes owed for the years ended December 31, 2006 and 2005.

The long-term deferred tax liabilities in the accompanying combined balance sheet include the following component (in thousands):
 

   
December 31,

2006
Deferred tax liabilities:   

Property, plant and equipment   $ 36,115

The components of the income tax expense (benefit) are as follows (in thousands):
 

   

Year Ended
December 31,

2006  
Current tax expense   $ 18,220 
Deferred tax benefit    (2,740)

    
 

Total   $ 15,480 
    

 

The following table reconciles the difference between the Company’s income tax provision calculated at the federal statutory rate and the
actual income tax provision:
 

   

Year Ended
December 31,

2006  
Federal taxes   34.0%
State taxes   2.5%
Other taxes   (1.0)%

   
 

  35.5%
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8.    Deferred Charges
Deferred charges include the following (in thousands):

 

   
December 31,

2006
Deferred drydocking costs, net of accumulated amortization of $8,817   $ 4,246
Deferred other, net of accumulated amortization of $389    857

    

Total   $ 5,103
    

9.    Subsequent Event
Due to U.S. legislation that would have become binding on the Company on August 9, 2007, the Company would have been prohibited from

operating under its then-existing charter arrangements as the U.S.-flagged OSVs under Nabors Delaware’s indirect ownership would not have
qualified to operate in the U.S. coastwise trade under Section 27 of the Merchant Marine Act of 1920, also known as the Jones Act, from and after
that date. On July 20, 2007, Nabors and certain other Nabors affiliates executed an agreement to sell the 20 OSVs owned by Nabors US Finance,
LLC to Hornbeck Offshore Services, Inc., or Hornbeck Offshore, for cash consideration of $186.0 million, plus the cost of fuel inventory on such
vessels. Pursuant to the asset purchase agreement, the Company also agreed to sell one 285-foot DP-2 new generation OSV currently under
construction at a domestic shipyard. This vessel is expected to be delivered from the shipyard during the fourth quarter of 2008. The expected cost
of this newbuild vessel, prior to allocation of construction period interest, is approximately $34.0 million, of which about $7.3 million was paid by
Hornbeck Offshore at closing of the acquisition, which was effected August 8, 2007. In addition, under a separate agreement and effective upon
closing, Hornbeck Offshore agreed to manage certain third party vessels, including five Nabors-owned Mexican-flagged vessels currently operating
offshore Mexico.
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HORNBECK OFFSHORE SERVICES, INC. AND SUBSIDIARIES
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED BALANCE SHEET

AS OF JUNE 30, 2007
(DOLLARS IN THOUSANDS)

 

   

Hornbeck
Offshore
Historical   

Sea Mar Fleet
Historical   

Pro Forma
Adjustments  

Pro Forma
Consolidated

ASSETS        
Current assets:        

Cash and cash equivalents   $ 428,851  $ 4,274  $ (194,332)(a)  $ 234,519
       (4,274)(e)  

Accounts receivable, net    48,705   24,153   (24,153)(e)   48,705
Other current assets    8,995   1,342   1,000 (b)   9,995

       (1,342)(e)  
            

 
   

Total current assets    486,551   29,769   (223,101)   293,219
            

 
   

Property, plant and equipment, net    636,773   102,676   201,287 (b)   838,060
       (102,676)(e)  

Deferred charges, net    35,837   3,256   (3,256)(e)   35,837
Goodwill    2,628   34,989   (34,989)(d)   2,628
Other assets    5,243   —     —     5,243

            
 

   

Total assets   $1,167,032  $ 170,690  $ (162,735)  $1,174,987
            

 

   

LIABILITIES AND STOCKHOLDERS’ EQUITY        
Current liabilities:        

Accounts payable   $ 23,991  $ 3,279  $ (3,279)(e)  $ 23,991
Current taxes payable    —     35,341   (35,341)(e)   —  
Accrued interest    2,417   —     —     2,417
Accrued payroll and benefits    4,950   190   (190)(e)   4,950
Deferred revenue    8,644   203   (203)(e)   8,644
Other accrued liabilities    2,314   3,856   7,955 (b)   10,269

       (3,856)(e)  
            

 
   

Total current liabilities    42,316   42,869   (34,914)   50,271
            

 
   

Long-term debt, net of original issue discount of $479    549,521   —     —     549,521
Deferred tax liabilities, net    72,493   35,469   (35,469)(e)   72,493
Other liabilities    1,450   1,909   (1,909)(e)   1,450

            
 

   

Total liabilities    665,780   80,247   (72,292)   673,735
            

 
   

Stockholders’ equity    501,252   90,443   (90,443)   501,252
            

 
   

Total liabilities and stockholders’ equity   $1,167,032  $ 170,690  $ (162,735)  $1,174,987
            

 

   

See notes to unaudited pro forma consolidated financial statements.
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HORNBECK OFFSHORE SERVICES, INC. AND SUBSIDIARIES
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS

FOR THE SIX MONTHS ENDED JUNE 30, 2007
(DOLLARS AND SHARES IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

 

   

Hornbeck
Offshore
Historical   

Sea Mar Fleet
Historical   

Pro Forma
Adjustments  

Pro Forma
Consolidated 

Revenues   $143,161  $ 51,750  $ (568)(f)  $ 194,343 
Costs and expenses:      

Operating expenses    54,625   22,957   —     77,582 
Depreciation    9,747   3,235   303 (c)   13,285 
Amortization    5,258   1,756   —     7,014 
General and administrative expenses    15,098   2,621   (1,701)(g)   16,018 

    
 

   
 

   
 

   
 

   84,728   30,569   (1,398)   113,899 
    

 
   

 
   

 
   

 

Gain on sale of assets    1,842   —     —     1,842 
    

 
   

 
   

 
   

 

Operating income    60,275   21,181   830   82,286 
Other income (expense):      

Interest income    11,780   104   (5,101)(h)   6,783 
Interest expense    (9,175)  —     —     (9,175)
Other income, net    11   82   —     93 

    
 

   
 

   
 

   
 

   2,616   186   (5,101)   (2,299)
    

 
   

 
   

 
   

 

Income before income taxes and minority interests    62,891   21,367   (4,271)   79,987 
Income tax expense    (22,773)  (7,846)  1,664 (i)   (28,955)
Minority interest in net income in consolidated subsidiaries    —     (444)  444 (g)   —   

    
 

   
 

   
 

   
 

Net income   $ 40,118  $ 13,077  $ (2,163)  $ 51,032 
    

 

   

 

   

 

   

 

Basic earnings per common share   $ 1.57   N/A   N/A  $ 1.99 
    

 

   

 

   

 

   

 

Diluted earnings per common share   $ 1.52   N/A   N/A  $ 1.94 
    

 

   

 

   

 

   

 

Weighted average basic shares outstanding    25,611   —     —     25,611 
    

 

   

 

   

 

   

 

Weighted average diluted shares outstanding    26,362   —     —     26,362 
    

 

   

 

   

 

   

 

See notes to unaudited pro forma consolidated financial statements.
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HORNBECK OFFSHORE SERVICES, INC. AND SUBSIDIARIES
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED STATEMENT OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2006
(DOLLARS AND SHARES IN THOUSANDS, EXCEPT PER SHARE AMOUNTS)

 

   

Hornbeck
Offshore
Historical   

Sea Mar Fleet
Historical   

Pro Forma
Adjustments  

Pro Forma
Consolidated 

Revenues   $274,551  $ 107,426  $ (1,516)(f)  $ 380,461 
Costs and expenses:      

Operating expenses    95,591   48,467   —     144,058 
Depreciation    24,070   6,474   611(c)   31,155 
Amortization    7,951   4,175   —     12,126 
General and administrative expenses    28,388   5,032   (3,435)(g)   29,985 

    
 

   
 

   
 

   
 

   156,000   64,148   (2,824)   217,324 
    

 
   

 
   

 
   

 

Gain on sale of assets    1,854   1   —     1,855 
    

 
   

 
   

 
   

 

Operating income    120,405   43,279   1,308   164,992 
Other income (expense):      

Interest income    16,074   146   (9,717)(h)   6,503 
Interest expense    (17,675)  —     —     (17,675)
Other income, net    70   133   —     203 

    
 

   
 

   
 

   
 

   (1,531)  279   (9,717)   (10,969)
    

 
   

 
   

 
   

 

Income before income taxes and minority interests    118,874   43,558   (8,409)   154,023 
Income tax expense    (43,159)  (15,480)  2,729(i)   (55,910)
Minority interest in net income in consolidated subsidiaries    —     (1,011)  1,011(g)   —   

    
 

   
 

   
 

   
 

Net income   $ 75,715  $ 27,067  $ (4,669)  $ 98,113 
    

 

   

 

   

 

   

 

Basic earnings per common share   $ 2.81   N/A   N/A  $ 3.64 
    

 

   

 

   

 

   

 

Diluted earnings per common share   $ 2.76   N/A   N/A  $ 3.57 
    

 

   

 

   

 

   

 

Weighted average basic shares outstanding    26,966   —     —     26,966 
    

 

   

 

   

 

   

 

Weighted average diluted shares outstanding    27,461   —     —     27,461 
    

 

   

 

   

 

   

 

See notes to unaudited pro forma consolidated financial statements.
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HORNBECK OFFSHORE SERVICES, INC.
NOTES TO UNAUDITED PRO FORMA CONDENSED CONSOLIDATED

FINANCIAL INFORMATION

1. Basis of Presentation
The unaudited pro forma condensed consolidated balance sheet of Hornbeck Offshore Services, Inc., or the Company, gives effect to the

acquisition of the Sea Mar Fleet (as defined below) as if the transaction had occurred on June 30, 2007. The unaudited pro forma condensed
consolidated statements of operation of the Company give effect to the acquisition of the Sea Mar Fleet as if the transactions had occurred at the
beginning of each reporting period.

The unaudited pro forma condensed consolidated statement of operations for the twelve months ended December 31, 2006 and the six months
ended June 30, 2007, are derived from:
 

 •  the audited historical financial statements of the Company as of and for the twelve months ended December 31, 2006;
 

 •  the audited historical financial statements of Sea Mar Fleet as of and for the twelve months ended December 31, 2006;
 

 •  the unaudited historical financial statements of the Company as of and for the six months ended June 30, 2007; and
 

 •  the unaudited historical financial statements of Sea Mar Fleet as of and for the six months ended June 30, 2007.

The Company’s historical statements of operations for the year ended December 31, 2006 and for the six months ended June 30, 2007 do
not include the results of Sea Mar Fleet. Accordingly, the pro forma results represent the periods from January 1, 2006 to December 31, 2006 and
January 1, 2007 to June 30, 2007, with pro forma adjustments based on assumptions the Company has deemed appropriate.

The unaudited pro forma condensed consolidated balance sheet and statements of operations are presented for illustrative purposes only,
and do not purport to be indicative of the results that would actually have occurred if the acquisition had occurred as presented in such statements
or that may be obtained in the future. In addition, future results may vary significantly from the results reflected in such statements due to factors
described in the Risk Factors included in the Company’s Annual Report on Form 10-K for the year ended December 31, 2006 and in the Forward
Looking Statements section included in our Quarterly Report on Form 10-Q for the quarters ended March 31, 2007 and June 30, 2007, each of
which have been filed with the Securities and Exchange Commission.

The unaudited pro forma condensed consolidated financial information should be read in conjunction with the Company’s historical audited
consolidated financial statements and the notes thereto included in its Annual Report on Form 10-K for the year ended December 31, 2006, the
Company’s historical unaudited consolidated financial statements and the notes thereto included in its Quarterly Reports on Form 10-Q for the
quarters ended March 31, 2007 and June 30, 2007 and the historical audited and unaudited Sea Mar Fleet financial statements included as Exhibit
99.2 to this Current Report on Form 8-K/A.

The Sea Mar Fleet acquisition and the related adjustments are described in the accompanying notes. In the opinion of the Company’s
management, all adjustments have been made that are necessary to present fairly, in accordance with Regulation S-X, the pro forma condensed
consolidated financial information to reflect the Sea Mar Fleet acquisition.

2. Acquisition
On July 20, 2007, the Company entered into a definitive asset purchase agreement to acquire 20 offshore supply vessels, or OSVs, and their

related business (the “Sea Mar Fleet”) from certain affiliates of Nabors Industries, Ltd., or Nabors, for $186.0 million in cash, plus the cost of any
fuel inventory on such vessels. The cost of the fuel inventory was approximately $1.2 million as of the acquisition date. The Company also agreed
to purchase one newbuild 285 foot DP-2 class vessel currently under construction with an anticipated fourth quarter 2008 delivery. The expected
cost of this vessel, prior to the allocation of construction period interest, is approximately $34.0 million, of which $7.3 million was paid to Nabors at
closing. The acquisition closed on August 8, 2007.
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The purchase price allocation is currently being evaluated and the final calculation is expected to be completed no later than August 8, 2008.
The Company does not expect to record any goodwill as a result of the acquisition. The amounts reflected in the table below are based upon
preliminary estimates of fair market values. The Company recorded accrued liabilities of approximately $8.0 million related to the estimated cost of
the regulatory drydocking of acquired vessels expected to be completed within the allocation period and an estimated pre-acquisition contingency
for personnel costs. Given the nature of the estimates and assumptions related to the assets acquired and liabilities assumed, the final allocation of
the purchase price will be performed when additional information concerning asset and liability valuations becomes available, but no later than
August 8, 2008. As of September 30, 2007, the purchase price was allocated to the acquired assets based on the estimated fair values as follows
(in thousands):
 

Property, plant and equipment   $193,955 
Construction work in progress    7,300 
Inventory    1,000 
Accrued liabilities    (7,955)

    
 

Purchase price   $194,300 
    

 

3. Pro Forma Adjustments
The operating results of Sea Mar Fleet are included in the financial statements of the Company effective August 8, 2007. The unaudited pro

forma condensed consolidated balance sheet as of June 30, 2007 combines the historical balance sheets of Hornbeck Offshore Services, Inc. and
Sea Mar Fleet to reflect the acquisition as if it had occurred on June 30, 2007. The unaudited pro forma condensed consolidated statements of
operations for the year ended December 31, 2006 and the six months ended June 30, 2007 combine the historical statements of operations of the
Company and Sea Mar Fleet to reflect the acquisition as if it had occurred at the beginning of each reporting period. The unaudited pro forma
condensed consolidated financial statements have been adjusted to give effect to pro forma events that are directly attributable to the acquisition
and factually supportable. The pro forma adjustments include the allocation of the purchase price and the post acquisition impact of the purchase
price accounting. The pro forma adjustments are as follows:
 

 (a) Adjustment to cash and cash equivalents to reflect the Company’s payment for its acquisition of Sea Mar Fleet.
 

 (b) Adjustments to reflect the fair values of assets acquired and liabilities assumed by the Company.
 

 (c) Adjustments to reflect the Company’s additional depreciation based on the fair value assigned to the assets acquired.
 

 (d) Elimination of goodwill associated with the Nabors Industries, Ltd. acquisition of Pool Energy Services in November 1999.
 

 (e) Elimination of assets and liabilities not acquired or assumed by the Company.
 

 (f) Elimination of revenue generating activity that will not be continued by the Company.
 

 (g) Elimination of costs attributable to an office lease not assumed, stock-based compensation expense associated with employees not
retained, restructuring costs, audit fees, consulting fees and minority interest in net income.

 

 (h) Adjustment to interest income to reflect a lower average cash balance as a result of the Sea Mar Fleet acquisition, based on the
actual interest rate earned by the Company for each of the periods presented.

 

 (i) Adjustments to reflect the Company’s effective tax rate of 36.2% and 36.3% for the six-month period ended June 30, 2007 and the
year ended December 31, 2006, respectively.
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