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CASESTUDYTRICO MARINE

Mexico waters, is a very, very profitable strategy.”
As for his North Sea fleet, the Trico chief executive insists 

that his fleet age is about in the middle of the bell-shaped curve. 
“Some are younger, some older, but 12 years old is not by any 
means an old fleet in the North Sea. But there are many markets 
which have a strong demand for older, well-maintained supply 
vessels. The Bay of Campeche, at about a 200-foot water depth, 
is a perfect example of this. We have ten vessels doing very well 
there. Will we take those vessels to Brazil, the North Sea or An-
gola? No.” In the end, the Trico model pays far more attention to 
the condition of the vessels and their fitness for the market they 
are deployed in, than to the simple factor of age.

In the Gulf of Mexico, Trico has absolutely no intention of 
chasing an almost static pie of shallow water work, nor will it 
venture out into the crowded deep water OSV business. Still, 
Compofelice says, “The Gulf of Mexico is an important market – 
depending on how you slice it. But we’re not just going out there 
to chase the supply boat business in deep water.” Instead, Trico 
will work to increase its market share of the rapidly expanding 
opex work represented by subsea maintenance and repair.

Steady Growth Planned,  
Despite Murky Waters
Since 2005, the strategic decision to create a subsea services com-
pany has resulted in measurable changes for the Trico Group, 
including but not limited to the transitioning from a U.S. GOM/
North Sea, spot-market OSV company to one with internation-

ally based vessels (90 percent of 2007 EBITDA), termed-out 
cash flows (82 percent of 2007 EBITDA) and a reduced U.S. 
GOM fleet (from 47 vessels in 2004 to 11 vessels today). And 
now the firm is positioned in a market with substantially better 
growth prospects, utilizing an engineering-based approach to 
work selection. Joe Compofelice insists that this means a higher 
potential return on capital employed and fewer competitors with 
whom to fight for an expanding pie. These moves and assump-
tions are, of course, not without risk.

Today, it is difficult to say where Trico ranks in the global mix 
of subsea service providers. While competitors routinely take 
on huge projects on a lump-sum basis, Trico hesitates to move 
beyond its day-rate business model. Compofelice adds, “We 
don’t take, as a rule, engineering risk. In terms of the deep ocean 
subsea service side, however, we’re as large as anyone else in those 
segments.”

The future for the marine sector, especially in terms of the 
subsea markets, is less than clear. The Trico business model, 
however, is based at least partly on the assumption that the 
growth in the last few years in subsea services has been driven by 
the lowering of the cost of recovering a barrel of oil. That being 
said, Trico is betting that the subsea sector should continue to 
grow – but at what rate? To this question, Trico’s CEO opines, 
“The price deck for oil being used to justify new projects is $40 
per barrel. I’ve seen it as high as $55 - $60 per barrel at only three 
large oil companies. But the average is $41 per barrel. If oil levels 
out around $50 to $80 per barrel – as some would have us believe 
– then everyone in the subsea businesses is going to be very, very 
happy.” As MarEx went to press for this edition, the price of crude 
oil had “crashed” to about $67 per barrel. 

Looking Ahead: Bold Assumptions 
Based on Past Success and Sound 
Planning
The Trico balance sheet and earnings mix will see changes in the 
near future. In 2009, the firm will have owned both new acquisi-
tions for a full year instead of a half year and will take delivery 
of six to eight vessels. And 2011, the first year of ownership of all 
its newbuilds, should also yield increased revenues. Compofelice 
says with confidence, “I see strong EBITDA growth in 2009, 2010 
and 2011.”

Trico’s CEO told MarEx in November that EBITDA and 
operating income are the same number, except for depreciation 
however the return on capital employed can be quite different. 
And this is at the heart of the Trico business model. Owning a 
vessel consumes capital but over time produces less operating 
income and Ebitda. When you time-charter a vessel – which is 
what Trico does on the subsea side – it’s like renting the ves-
sel, so it is a much higher expense. On a time-chartered vessel, 
EBITDA per day is much lower than if the vessel was owned.. As 
Compofelice explains so well, “If you own it, you’ve already spent 
$25 million in capital to buy the vessel, but it might cost less to 
operate it. So, would you rather have spent $25 million to make 

…changes for the Trico Group, includ-
ing but not limited to the transition-
ing from a U.S. GOM/North Sea, 
spot-market OSV company to one 
with internationally based vessels (90 
percent of 2007 EBITDA), termed-out 
cash flows (82 percent of 2007 EBIT-
DA) and a reduced U.S. GOM fleet 
(from 47 vessels in 2004 to 11 vessels 
today). 
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a better Ebitda, or nothing to 
get somewhat less operating 
income? So in the OSV market, 
with less technology involved 
owning a vessel that will 
produce earning for 25 years 
makes sense. But with subsea 
service vessels a five year times 
charter, while it will produce 
less Ebitda over five years, pro-
vides an opportunity every five 
years to upgrade to the latest 
technology in a segment where 
the customer is willing to pay a 
higher price.”

The Trico business plan 
going forward is a simple one. 
They’ll concentrate on generat-
ing cash flow from the OSV seg-
ment, grow the subsea segment 
and “deleveraging” over the 
next two or three years. Trico’s 
CEO is candid about the reasons for this. “The goal is to rebuild 
a balance sheet that will allow us to do more acquisitions, in the 

future. Our building blocks are 
in place; we don’t have to access 
the capital markets during this 
difficult time and, frankly, we 
got lucky – we did it at the right 
time.” Lucky or not, Trico finds 
itself in an enviable position. 
With access to  low-cost credit, 
secured before the global melt-
down, its newbuild program 
appears to be secure.

The new-look Trico, now 
firmly positioned in a growing 
and highly technical market 
sector, is far removed from its 
former focus. Just five years 
ago, virtually no one could 
have predicted the state of 
today’s financial markets. The 
same holds true for the Trico 
Group’s position and financial 
health. Quite likely, though, 

neither the economy nor Trico’s business plan had anything to 
do with luck. MarEx

The Trico business plan going for-
ward is a simple one. They’ll concen-
trate on generating cash flow from 
the OSV segment, grow the subsea 
segment and “deleveraging” over 
the next two or three years. 

ALL BOATS AVAILABLE
ON GSA CONTRACT

Supplying the federal government 
and the commercial marine industry for 
over 48 years with the toughest, most durable 
all-welded aluminum work and patrol boats around!

P.O. BOX 210 • MONTICELLO, AR 71657
PHONE: (870)367-9755 • FAX: (870)367-2120
E-MAIL ADDRESS: SALES@SEAARK.COM 

WWW.SEAARK.COMPlease visit us at the
International Workboat Show- Booth 886!
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