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OMNI ENERGY SERVICES CORP.

Unless otherwise indicated by the context, references herein to the �Company�, �OMNI�, �we�, �our� or �us� mean OMNI Energy Services Corp., a
Louisiana corporation, and its subsidiaries. Certain terms used herein relating to our operations and the oil and natural gas services industry are
defined in ITEM 1. �BUSINESS� AND ITEM 2. �PROPERTIES.�

FORWARD LOOKING INFORMATION

Certain of the statements contained in all parts of this document (including the portion, if any, to which this Form 10-K is attached), including,
but not limited to, those relating to our acquisition plans, the effect of changes in strategy and business discipline, future tax matters, future
general and administrative expenses, future growth and expansion, expansion of our operations, review of acquisitions, expansion and
improvement of our capabilities, integration of new technology into operations, credit facilities, redetermination of our borrowing base,
attraction of new members to the management team, future compensation programs, new alliances, future capital expenditures (or funding
thereof) and working capital, sufficiency of future working capital, borrowings and capital resources and liquidity, projected rates of return,
retained earnings and dividend policies, projected cash flows from operations, future, outcome, effects or timing of any legal proceedings or
contingencies, the impact of any change in accounting policies on our financial statements, realization of post-closing price adjustments with
respect to the recent Acquisitions, management�s assessment of internal control over financial reporting, the identification of material weaknesses
in internal control over financial reporting and any other statements regarding future operations, financial results, opportunities, growth, business
plans and strategy and other statements that are not historical facts are forward looking statements. These forward-looking statements reflect our
current view of future events and financial performance. When used in this document, the words �budgeted,� �anticipate,� �estimate,� �expect,� �may,�
�project,� �believe,� �intend,� �plan,� �potential,� �forecast,� �might,� �predict,� �should� and similar expressions are intended to be among the statements that
identify forward-looking statements. These forward-looking statements speak only as of their dates and should not be unduly relied upon. We
undertake no obligation to publicly update or revise any forward-looking statement, whether as a result of new information, future events, or
otherwise. Such statements involve risks and uncertainties, including, but not limited to, those set forth under ITEM 1A.��RISK FACTORS� and
other factors detailed in this document and our other filings with the Securities and Exchange Commission. Should one or more of these risks or
uncertainties materialize, or should underlying assumptions prove incorrect, actual outcomes may vary materially from those indicated. All
subsequent written and oral forward-looking statements attributable to the Company or to persons acting on its behalf are expressly qualified in
their entirety by reference to these risks and uncertainties.

PART I

ITEM 1. BUSINESS
GENERAL

OMNI Energy Services Corp. is an integrated oilfield service company specializing in providing a range of (i) onshore seismic drilling,
operational support, permitting, and survey services; (ii) dock-side and offshore hazardous and non-hazardous oilfield waste management and
environmental cleaning services, including tank and vessel cleaning and safe vessel entry; and (iii) oilfield equipment rental, for oil and gas
companies operating in the Gulf of Mexico. At December 31, 2006, we operated in four business divisions�Seismic Drilling, Environmental
Services, Equipment Leasing and Other Services. As more fully described herein, we sold our Aviation Transportation Services segment
effective June 30, 2005. This division provided helicopter transportation services to oil and gas companies operating in the shallow waters of the
Gulf of Mexico as well as helicopter support services to our Seismic Drilling Division.
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We were founded in 1987, as OMNI Drilling Corporation, to provide drilling services to the geophysical industry. In July 1996, OMNI
Geophysical, L.L.C. acquired substantially all of the assets of OMNI Geophysical Corporation, the successor to the business of OMNI Drilling
Corporation. We were formed as a Louisiana corporation on September 11, 1997 to acquire all of the outstanding common units of OMNI
Geophysical, L.L.C.

SEISMIC DRILLING. The principal market of our Seismic Drilling division is the marsh, swamp, shallow water and contiguous dry land areas
along the Gulf of Mexico (the �Transition Zone�), primarily in Louisiana and Texas, where we are a leading provider of seismic drilling support
services. In 1997, we commenced seismic drilling operations in the mountainous regions of the western United States, and in 2003 we initiated
seismic drilling activities in various Transition Zone regions of Mexico.

We own and operate a fleet of specialized seismic drilling and transportation equipment for use in the Transition Zone. We believe we are the
only company that currently can both provide an integrated range of seismic drilling, permitting, and survey services in all of the varied terrain
of the Transition Zone and simultaneously support operations for multiple, large-scale seismic projects. In 2002, we acquired all of the assets of
AirJac Drilling, a division of Veritas Land DGC. With this acquisition, we became the largest domestic provider of seismic drilling support
services to geophysical companies.

As discussed in Management�s Discussion and Analysis (�MD & A�)�Recent Developments, we completed the acquisition of certain assets of
Cypress Consulting Services, Inc. d/b/a Cypress Energy Services (�Cypress�) in March 2007 thereby expanding our fleet of seismic drilling
equipment and allowing us to better serve the needs of our seismic drilling customers. In addition, Cypress employs approximately 225 people in
two distinct business segments�Seismic Drilling Services and Employee Leasing. The acquisition of the assets of Cypress includes the
assumption of approximately $20 million of seismic drilling contracts. The Employee Leasing segment provides both skilled and unskilled
contract labor services to various companies working in the oil and gas industry.

ENVIRONMENTAL SERVICES. We provide dock-side and offshore hazardous and non-hazardous oilfield waste management and
environmental cleaning services, including drilling rig, tank and vessel cleaning, safe vessel entry, naturally occurring radioactive material
(�NORM�) decontamination, platform abandonment services, pipeline flushing, gas dehydration, and hydro blasting. Demand for our dock-side
vessel and tank cleaning and non-hazardous waste treatment businesses are primarily driven by drilling and well-site abandonment activity in the
shallow waters of the Gulf of Mexico, as reflected by the drilling rig count. Much of the cleaning and waste treatment is from residual waste
created in the drilling process.

As discussed in MD&A�Recent Developments, we completed the acquisition of BMJ Industrial Investments, L.L.C. and its wholly-owned
subsidiary Charles Holston, Inc. (�Holston�) in March 2007. This acquisition provides us with additional opportunities to expand our
environmental services segment with corrosion proofing and offshore cleaning capabilities. In addition, Holston offers transportation of
non-hazardous byproducts, such as saltwater and spent drilling fluids; NORM surveys, cleaning and waste disposal; tank degassing and
demolition; rig pit cleaning; oilfield waste disposal; hydro blasting; dockside and offshore cleaning; and offshore sandblasting and painting.
Holston also operates two saltwater disposal wells for the disposal of non-hazardous byproducts.

EQUIPMENT LEASING. We completed the acquisition of Preheat, Inc. (�Preheat�) in February 2006. Preheat is a premier provider of rental
equipment and specialized environmental services principally to drilling contractors operating in the Gulf of Mexico. Preheat has a vast fleet of
rental equipment including pressure washers, reverse osmosis machines and steam cleaners. In addition to the oilfield rental equipment, Preheat
operates from locations in Belle Chasse and Broussard, Louisiana, Freer, Texas and Rock Springs, Wyoming.

In November 2006 we completed the acquisition of Rig Tools, Inc. (�Rig Tools�). Rig Tools maintains an extensive fleet of rental equipment for
various oilfield and commercial applications including water, mud and disposal pumps; mud, fuel and frac tanks; air compressors; wireline units;
generators; high pressure washers;
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light towers; tubing; and, handling tools. It also offers certain land based environmental cleaning services. Rig Tools has operating facilities in
Youngsville, Louisiana; and Navasota, Alice, Timpson and Teague, Texas.

As discussed above and in MD&A�Recent Developments, we completed the acquisition of Holston in March 2007. This acquisition brings
complementary additions to our equipment rental fleet. Holston maintains a fleet of rental equipment including frac tanks, gas buster tanks,
generators, lighting systems and roll-off containers.

OTHER SERVICES. The acquisition of Preheat allowed us to offer additional services to our customers. Among those services is wellhead
installation, stress relieving services and environmental pit cleaning.

AVIATION TRANSPORTATION. We operated our Aviation Transportation Services segment for approximately six months during 2005 and
all of 2004. Within our Aviation Transportation Services segment, we operated a fleet of 20 company-owned and leased helicopters, and one
fixed-wing aircraft, from bases or heliports located along the Gulf Coast regions of Louisiana. Our land-based aviation customers were primarily
geophysical companies operating in various regions of the United States. Our offshore aviation customers included oil and gas companies
operating primarily in the shallow waters of the Gulf of Mexico. Our aviation services were utilized by oil and gas exploration and production
companies and other offshore service companies for routine offshore transportation and, to transport personnel during medical and safety
emergencies and to evacuate personnel during the threat of hurricane and other adverse weather conditions.

We maintained an inventory of aviation maintenance parts, turbine engines and other miscellaneous flight equipment used in connection with
providing aviation services to our customers. As part of our expansion program, we acquired American Helicopters, Inc. in 2003.

Effective June 30, 2005, we sold the equipment and related assets of our Aviation Transportation Services segment for a cash price of $11.0
million.

INDUSTRY OVERVIEW

SEISMIC DRILLING. Seismic data generally consists of computer-generated three-dimensional (�3-D�) images or two-dimensional (�2-D�) cross
sections of subsurface geologic formations and is used in the exploration of new hydrocarbon reserves and as a tool for enhancing production
from existing reservoirs. Onshore seismic data is acquired by recording subsurface seismic waves produced by an energy source, usually
dynamite, at various points (�source points�) at a project site. Historically, 2-D surveys were the primary technique used to acquire seismic data.
However, advances in computer technology have made 3-D seismic data, which provides a more comprehensive geophysical image, a practical
and capable oil and gas exploration and development tool. 3-D seismic data has proven to be more accurate and effective than 2-D data at
identifying potential hydrocarbon-bearing geological formations. The use of 3-D seismic data to identify locations to drill both exploration and
development wells has improved the economics of finding and producing oil and gas reserves, which in turn has created increased demand for
3-D seismic surveys and seismic support services.

Oil and gas companies generally contract with independent geophysical companies to acquire seismic data. Once an area is chosen for seismic
analysis, permits and landowner consents are obtained, either by us, by the geophysical company or by special permitting agents. The
geophysical company then determines the layout of the source and receiving points. For 2-D data, the typical configuration of source and
receiving points is a straight line with a source point and small groups of specialized sensors (�geophones�) or geophone stations placed evenly
every few hundred feet along the line. For 3-D data, the configuration is generally a grid of perpendicular lines spaced a few hundred to a few
thousand feet apart, with geophone stations spaced evenly every few hundred feet along one set of parallel lines, and source points spaced evenly
every few hundred feet along the perpendicular lines. This configuration is designed by the geophysical company to provide the best imaging of
the targeted geological structures while taking into account surface obstructions such as water wells,
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oil and gas wells, pipelines and areas where landowner consents cannot be obtained. A survey team then marks the source points and geophone
locations, and the source points are drilled and loaded with dynamite.

After the source points have been drilled and loaded and the network of geophones and field recording boxes deployed over a portion of the
project area, the dynamite is detonated at a source point. Seismic waves generated by the blast move through the geological formations under the
project area and are reflected by various subsurface strata back to the surface where they are detected by geophones. The signals from the
geophones are collected and digitized by recording boxes and transmitted to a central recording system. In the case of 2-D data, the geophones
and recording devices from one end of the line are then shuttled, or �rolled forward,� to the other end of the line and the process is repeated. In the
case of 3-D data, numerous source points, typically located between the first two lines of a set of three or four parallel lines of geophone stations,
are activated in sequence. The geophone stations and recording boxes from the first of those lines are then rolled forward to form the next line of
geophone stations. The process is repeated, moving a few hundred feet at a time, until the entire area to be analyzed has been covered.

After the raw seismic data has been acquired, it is sent to a data processing facility. The processed data can then be manipulated and viewed on
computer workstations by geoscientists to map the subsurface structures to identify formations where hydrocarbons are likely to have
accumulated and to monitor the movement of hydrocarbons in known reservoirs. Domestically, seismic drilling and survey services are typically
contracted to companies, such as OMNI, as geophysical companies have found it more economical to outsource these services and focus their
efforts and capital on the acquisition and interpretation of seismic data.

ENVIRONMENTAL SERVICES. The demand for our environmental services is directly impacted by offshore drilling and production activity
in the Gulf of Mexico. We provide specialized environmental cleaning and maintenance equipment and trained personnel to oil and gas
companies operating in the Gulf Coast region of the United States. We also assist production operators in the maintenance and replacement of
anodes, mist extractors, valves, glycol systems, chemical electric units and fire tubes. Our customer list includes more than 225 major and
independent oil and gas companies operating in the Gulf of Mexico, and one customer accounted for more than 10% of this business unit�s
revenues. Our dock side services are dependent upon the movement of vessels from offshore production platforms or drilling rigs which operate
twenty-four hours a day, seven days a week, 365 days a year.

We charge for our environmental services on a time and materials basis. Our ability to successfully secure and maintain future environmental
services for our customers is dependent upon our ability to provide quick, safe and efficient maintenance and cleaning services at a competitive
price. Project backlogs are maintained for NORM decontamination, abandonment and decommissioning and scheduled offshore maintenance.

EQUIPMENT LEASING. With our acquisition of Preheat in February 2006 and Rig Tools in November 2006, we have expanded the list of
equipment and services that we offer to customers. We now have a vast fleet of rental equipment including pressure washers, reverse osmosis
systems, steam cleaners, frac tanks, wireline units and generators available for rent to drilling contractors operating in the Gulf of Mexico and
Rocky Mountain regions. Additionally, services offered by Preheat include wellhead installation, stress relieving and environmental pit cleaning
services.

Preheat and Rig Tools charge for their rental equipment on a daily basis. Wellhead installations, stress relieving and other services are billed on
a �per job� basis. Our ability to successfully secure and maintain future rental and service opportunities with Preheat customers is dependent upon
our ability to continue to provide high-quality, dependable rental equipment and reliable services to these customers at a competitive price.
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DESCRIPTION OF OPERATIONS

We provide an integrated range of services including (i) onshore seismic drilling, operational support, permitting and surveying to geophysical
companies operating in logistically difficult and environmentally sensitive terrain in the United States, and (ii) dock-side and offshore hazardous
and non-hazardous oilfield waste management and environmental cleaning services, including tank and vessel cleaning and safe vessel entry for
oil and gas companies operating in the Gulf of Mexico. With the acquisition of Preheat in February 2006 and the acquisition of Rig Tools in
November 2006, we now have available an extensive fleet of oilfield rental equipment for our customers.

SEISMIC DRILLING. Our primary activity is the drilling and loading of source points for seismic analysis. Once the geophysical company has
plotted the various source points and a survey crew has marked their locations, our drill crews are deployed to drill and load the source points.

In the Transition Zone, we use water pressure rotary drills mounted on various types of vehicles to drill the source holes. The nature,
accessibility and environmental sensitivity of the terrain surrounding the source point determine the type of vehicle used. Transition Zone source
holes are generally drilled to depths of 40 to 180 feet, depending on the nature of the terrain and the needs of the geophysical company. We
generally use ten-foot sections of drill pipe that are carried with the drilling unit. Our Transition Zone vehicles are typically manned with a
driver and one or two helpers. The driver is responsible for maneuvering the vehicle into position and operating the drilling unit, while the helper
sets and guides the drill into position, attaches the drilling unit�s water source, when drilling in dry areas, and loads the drill pipe sections used in
the drilling process. Once the hole has been drilled to the desired depth, it is loaded with dynamite, which is carried onboard our vehicles in
special containers. The explosive charge is set at the bottom of the drill hole and then tested to ensure that the connection has remained intact.
Once the charge has been tested, the hole is plugged in accordance with local, state and federal regulations and marked so that the geophysical
company can identify it for detonation at a later date. This process is repeated throughout the survey area until all source points have been drilled
and loaded.

In seismic rock drilling, we use compressed air rotary/hammer drills to drill holes that are typically shallower than Transition Zone holes. Rock
drills are manned by a two-man or three-man crew and are transported to and from locations by hand, surface vehicle or helicopter. Once the
hole has been drilled to the desired depth, it is loaded with explosives, which are delivered to the job site in an explosive magazine carried by
hand, vehicle or helicopter.

PERMITTING. We maintain a �Geophysical Permit Acquisition Operation Division.� within the seismic drilling division. Our staff of contract
permit agents first conducts research in public land title records to determine ownership of the lands located in the seismic projects. The permit
agents then contact, negotiate and acquire permits and landowner consents for the survey, drilling and recording crews to conduct their
operations. Throughout the seismic data acquisition process, the permit agents assist the crews in the field with landowner relations and permit
restrictions in order to reduce field-crew downtime for noncompliance with landowner requests. Our permit services are enhanced with the
assistance of a proprietary database software program specifically designed for efficient management of seismic projects.

SURVEY. Once all permits and landowner consents for a seismic project have been obtained and the geophysical company has determined the
placement of source and receiving points, contract survey crews are sent into the field to plot each source and receiving point prior to drilling.
We employ both GPS (global positioning satellite) equipment, which is more efficient for surveying in open areas, and conventional survey
equipment, which is generally used to survey wooded areas. We have successfully integrated both types of equipment in order to complete
projects throughout the varied terrain of the Transition Zone and elsewhere. In addition, the contract survey crews have access to our extensive
fleet of specialized transportation equipment, as opposed to most other survey companies, which must rent this equipment.
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OPERATIONAL SUPPORT. We are able to coordinate a variety of related services to customers performing 3-D seismic data acquisition
projects that produce significant economies of scale and value. Our substantial base of experience gained from years of work supporting 3-D
seismic projects enables us to provide significant pre-job planning information to the customer during job design analysis. Typical 3-D seismic
data acquisition projects in the field involve large amounts of equipment, personnel and logistics coordination. Coordination of movements
between permitting, drilling, survey and recording crews is of critical importance to timely, safe and cost effective execution of the job. We have
a pool of senior field supervisors, who have broad seismic industry experience and are able to coordinate the activities of drill crews, permit
agents and survey teams with the recording crews to achieve improved results. These personnel also have the ability to recommend changes to
the customer field representatives in the manner of executing the job in the field to improve performance and reduce costs. By having the ability
to perform significant field coordination, we are able to streamline field decision making and information flow and reduce customer overhead
costs that otherwise would be required to perform these supervisory tasks. We also have one of the industry�s leading Quality, Health, Safety and
Environmental (�HSE�) programs. The involvement of our experienced personnel monitoring HSE field practices greatly reduces customer
involvement in this area. By offering the only integrated combination of seismic drilling, permit acquisition, seismic survey and operational
support, in addition to an equipment fleet that is one of the largest in terms of number of units and most diverse in the industry, we provide
significant operational advantages to the customer.

As discussed above and in Recent Developments, we completed the acquisition of certain assets of Cypress in March 2007. Cypress employs
approximately 225 people in two distinct business segments�Seismic Drilling Services and Employee Leasing. The Employee Leasing segment
provides both skilled and unskilled contract labor services to various companies working in the oil and gas industry.

FABRICATION AND MAINTENANCE. At our Carencro facilities, we perform all routine repairs and maintenance for our Transition Zone
and highland drilling equipment. We design and fabricate aluminum marsh all terrain vehicles (ATVs), a number of our support boats and
pontoon boats, and the drilling units that we use on all of our Transition Zone equipment. We purchase airboats directly from the manufacturer
and then modify the airboats to install the drilling equipment. We have also designed and built a limited number of highland drilling units by
installing our drilling equipment on tractors bought directly from the manufacturer. We also fabricate rock-drilling equipment and have the
capability of fabricating other key equipment, such as swamp ATVs. Because of our ability to fabricate and maintain much of our equipment, we
do not believe that we are dependent on any one supplier for our drilling equipment or parts.

ENVIRONMENTAL SERVICES. We are an environmental and maintenance service contractor working primarily for onshore and offshore oil
and gas companies. Our environmental services unit (Trussco, Inc.) provides equipment and personnel to perform environmental cleaning
services including drilling rig, tank and vessel cleaning, NORM decontamination, platform abandonment services, pipeline flushing, hydro
blasting and gas dehydration services. We operate in the onshore, dockside and offshore regions of the Gulf of Mexico where we are considered
to be the leading provider of such environmental services. Our cleaning operations are performed at six locations along the Louisiana Gulf
Coast.

As discussed above and in MD&A�Recent Developments, we completed the acquisition of Holston in March 2007. This acquisition provides us
with additional opportunities to expand our environmental services segment with corrosion proofing and offshore cleaning capabilities. In
addition, Holston offers transportation of non-hazardous byproducts, such as saltwater and spent drilling fluids; NORM surveys, cleaning and
waste disposal; tank degassing and demolition; rig pit cleaning; oilfield waste disposal; hydro blasting; dockside and offshore cleaning; and
offshore sandblasting and painting. Holston also operates two saltwater disposal wells for the disposal of non-hazardous byproducts. Holston
operates from three locations including a Rocky Mountain location in Vernal, Utah located in the Rocky Mountain region.
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EQUIPMENT LEASING. As mentioned above, we acquired Preheat in February 2006 and Rig Tools in November 2006. In addition to
providing rental equipment, Preheat offers wellhead installation, stress relieving and environmental pit cleaning services. The rental and services
operations are serviced from eight locations.

As discussed above and in MD&A�Recent Developments, we completed the acquisition of Holston in March 2007. This acquisition brings
complementary additions to our equipment rental fleet. Holston maintains a fleet of rental equipment including frac tanks, gas buster tanks,
generators, lighting systems and roll-off containers.

TRANSITION ZONE TRANSPORTATION AND DRILLING EQUIPMENT. Because of the varied terrain throughout the Transition Zone
and the prevalence of environmentally sensitive areas, we employ a wide variety of drilling vehicles. We believe that we are the only company
currently operating in the Transition Zone that owns and operates all of the following types of equipment:

TYPES OF EQUIPMENT

NUMBER OF UNITS AS

OF DECEMBER 31, 2006
Highland Drilling Units(1) 73
Water Buggies 58
Aluminum Marsh ATVs 22
Stainless Steel Marsh ATVs(2) 8
Airboat-Drilling Units 40
Swamp ATVs 30
Pullboats 21
Pontoon Boats 15
Jack-Up Rigs 1
Skid-Mounted Drilling Units(3) 19
Heli-portable and Seismic Rock Drilling Equipment 11

(1) Sixteen of these drilling units are currently dedicated to seismic rock drilling operations outside of the Transition Zone.
(2) This equipment is currently held for sale (See Note 1 �Property, Plant and Equipment� to the Consolidated Financial Statements).
(3) One of these drilling units is currently located outside of the Transition Zone.
As discussed above and in MD&A�Recent Developments, we completed the acquisition of certain assets of Cypress in March 2007. The drilling
and related seismic support equipment acquired in that transaction include the following:

CYPRESS ENERGY

TYPES OF EQUIPMENT NUMBER OF UNITS
Highland Drilling Units 50
Water Buggies 36
Aluminum Marsh ATVs 1
Pontoon Boats 5
Skid-Mounted Drilling Units 1
Boats 9

Because of our extensive fleet of Transition Zone transportation and seismic drilling equipment, much of which we fabricated, we believe that
we are the only company that currently can provide an integrated range of seismic drilling and survey services in all of the varied terrain of the
Transition Zone and simultaneously support operations for multiple, large-scale seismic projects.
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HIGHLAND DRILLING UNITS AND WATER BUGGIES. We currently own and operate 73 highland drilling units for seismic drilling in
dry land areas, 16 of which are currently dedicated to our seismic rock drilling operations outside of the Transition Zone. These units generally
consist of a tractor-like vehicle with a drilling unit mounted on the rear of the vehicle. This highland drilling unit can be driven over land from
point to point and is accompanied by a unit referred to as a �water buggy� (of which we own 58) that carries water required for water pressure
rotary drills. This type of vehicle is used around the world for this type of terrain.

MARSH ATVs. The environmentally sensitive wetlands along the U.S. Gulf Coast contain water grasses on dry land and in shallow water and
areas mixed with open water are referred to as marsh areas. Marsh ATVs, which are amphibious vehicles supported by pontoons that are
surrounded by tracks, are used to provide seismic drilling services in the marsh areas. The pontoons enable the marsh ATV to float while the
tracks propel the vehicle through the water and over dry marsh areas. Each marsh ATV is equipped with a drilling unit and a backhoe for
digging a small hole to collect water necessary for drilling.

Some marsh areas have sufficient surrounding water to support drilling without an external water source, but often water must be pumped into
the area from a remote water source or a portable supply must be carried by the marsh ATV.

We own and operate 30 marsh ATVs, of which eight are made of stainless steel and 22 are made of aluminum. All of the stainless steel marsh
ATVs are currently held for sale. The aluminum ATVs are lighter than steel vehicles and are specifically designed for the environmentally
sensitive areas typically found in marsh terrain. Landowner consents will often require the use of aluminum ATVs in an effort to reduce the
environmental impact of seismic drilling. The aluminum marsh ATV is the most widely accepted marsh vehicle for drilling operations in all
Louisiana�s state and federal refuges. We fabricated our own aluminum marsh ATVs at our facilities in Carencro, Louisiana.

AIRBOAT DRILLING UNITS. We own and operate 40 airboat-drilling units. An airboat-drilling unit consists of a drilling unit fabricated and
installed on a large, three-engine airboat. Because of their better mobility, airboat-drilling units are used in shallow waters and all marsh areas
where sufficient water is present.

SWAMP ATVs AND PULLBOATS. Wooded lowlands typically covered with water are referred to as the �swamp areas� of the Transition Zone.
Our swamp ATVs are used to provide drilling services in these areas. Swamp ATVs are smaller, narrower versions of the marsh ATVs. The
smaller unit is needed in swamp areas due to the dense vegetation typical in this terrain. Because of its smaller size, the swamp ATV uses a
skid-mounted drilling unit installed in a pullboat, a non-motorized craft towed behind the swamp ATV. We own and operate 30 swamp ATVs
and 21 pullboats. Swamp ATVs are also used in connection with survey operations in swamp areas.

PONTOON BOATS. We own and operate 15 pontoon boats that are used in shallow or protected inland bays and lakes and shallow coastal
waters. Each pontoon boat uses a skid-mounted drilling unit installed on board.

JACK-UP RIGS. When a seismic survey requires source points to be drilled in deeper inland bays or lakes or in deeper coastal waters, we use
jack-up rigs equipped with one of our skid-mounted drilling units. Seismic activity in water deeper than approximately 20 feet is generally
conducted by using offshore seismic techniques that do not include the drilling and loading of source points. We currently have one jack-up rig.

SKID-MOUNTED DRILLING UNITS. A skid-mounted drilling unit is a drilling unit mounted on I-beam supports, which allows the drilling
unit to be moved easily between pullboats, pontoon boats, jack-up rigs and other equipment we operate based on customer needs. We
manufacture our skid-mounted drilling units at our facilities in Carencro, Louisiana and we own 19 of these units. One of the units is located
outside of the Transition Zone.
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HELI-PORTABLE AND SEISMIC ROCK DRILLING EQUIPMENT. We have 11 heli-portable and man-portable drilling units dedicated
to seismic rock drilling. We also have the ability to manufacture our own heli-portable and man-portable seismic rock-drilling units, and often
export and provide servicing of heli-portable and man-portable drilling units.

MISCELLANEOUS. We own and operate 87 single engine airboats and 19 outboard powered boats, which we use to ferry personnel and
supplies to locations throughout the Transition Zone. We also maintain a fleet of five tractor-trailer trucks and numerous other trucks, trailers
and vehicles to move our equipment and personnel to projects throughout the Transition Zone.

ENVIRONMENTAL EQUIPMENT. The following table sets forth the type and quantity of our key equipment operated by our Environmental
division.

TYPES OF EQUIPMENT

NUMBER OF UNITS AS

OF DECEMBER 31, 2006
Offshore Tool House Cleaning Packages 7
Offshore Skid Cleaning Packages 11
Dockside & Land Tank Cleaning Packages 11
Air Compressors 31
Steam / Degas Generators 4
Liquid Vacuum Truck (60BBL) 2
Wet / Dry Vacuum Truck (80BBL) 3
Trailer Mounted Vacuum Units 2
Water Blasters (10K�40K) 5
15 BBL Cutting Boxes (Disposal) 19
NORM Pipe Decontamination System 3

EQUIPMENT LEASING. The following table sets for the type of and quantity of our key equipment available for rental in our equipment
rental division as a result of our acquisitions of Preheat and Rig Tools in 2006:

TYPES OF EQUIPMENT

NUMBER OF UNITS AS

OF DECEMBER 31, 2006
PREHEAT
Pressure Washers 385
Wellhead Units 23
Stress Relieving Units 7
Reverse Osmosis Units 16
Water Blasters 13
Vacuum Units 115
Pit Cleaning Units 10
Mud Savers 36
Oilfield Fans 109

RIG TOOLS
Air Compressors 11
Bug Blowers 11
Frac Tanks 127
Generators 20
Light Towers 56
Pumps 332
Pressure Washers 38
Rig Vacuums 9
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Tanks 57
Transformers 14
Trip Tanks 7
Wireline Units 39
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As discussed above and in MD&A�Recent Developments, we completed the acquisition of Holston in March 2007. The environmental,
transportation and rental equipment acquired in that transaction includes the following:

CHARLES HOLSTON

TYPES OF EQUIPMENT NUMBER OF UNITS
Frac Tanks 72
Vacuum Tractors 24
Vacuum Trailers 40
Vacuum Trucks�Bob-tail 3
Roll-off Boxes 46
Skid Tanks 8
Offshore Packages�Paint and Blast 10
Offshore Tool Houses 8
Winch Trucks 6
Guzzler Trucks 3
Gas Buster Tanks 9
Crane Truck 1

MATERIALS AND EQUIPMENT. The principal materials and equipment used in our seismic drilling operations, which include drills,
heli-portable and man-portable drills, drill casings, drill bits, engines, gasoline and diesel fuel, dynamite, aluminum and steel plate, welding
gasses, trucks and other vehicles, are currently in adequate supply from many sources. We do not depend upon any single supplier or source for
such materials.

Environmental cleaning equipment and materials such as compressors, pressure washers, diaphragm pumps, electric generators, water blasters,
vacuum trucks, hoses, personnel protection equipment, and cleaning agents are readily available from many sources throughout the Gulf of
Mexico Region. We do not depend upon any single supplier or source for such materials.

SAFETY AND QUALITY ASSURANCE

We maintain a stringent safety assurance program to reduce the possibility of accidents. Our Quality, Health, Safety and Environmental (�QHSE�)
department establishes guidelines to ensure compliance with all applicable state and federal safety regulations and provides training and safety
education, including first aid and CPR training through orientations for new employees. Our QHSE manager reports directly to our Chief
Executive Officer and supervises six QHSE field advisors and one instructor who provides Occupational Safety and Health Act (�OSHA�)
mandated training. In addition, Preheat also employs one QHSE field advisor. We believe that our safety program and commitment to quality are
vital to attracting and retaining customers and employees.

Each drilling crew is supervised at the project site by a field supervisor and, depending on the project�s requirements, an assistant supervisor and
powderman who is in charge of all explosives. For large projects or when required by a customer, a separate advisor from our QHSE department
is also located at the project site. Management is provided with daily updates for each project and believes that our daily review of field
performance together with the on-site presence of supervisory personnel helps ensure high quality performance for all of our projects.

Environmental employees work in many facilities, most which have site specific requirements. Our crews attend pre-job meetings to formulate
job specific work plans. These plans are monitored and audited by our supervisors and in-house QHSE Advisors.

We have implemented an extensive program that provides training for these adverse conditions. In addition to our internal requirements, our
employee training is conducted in accordance with federal, state, and customer requirements.
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CUSTOMERS, MARKETING AND CONTRACTING

CUSTOMERS. Historically, our customers have primarily been geophysical companies, although in many cases the oil and gas company
participates in determining which drilling, permitting, survey or aviation company will be used on our seismic projects. A few customers have
historically generated a large portion of our seismic drilling revenue. For example, our largest customers (those which individually accounted for
more than 10% of revenue in a given year, listed alphabetically) collectively accounted for 50% (PGS, Quantum Geophysical, Seismic Exchange
and Veritas DGC), 38% (Quantum Geophysical and Veritas DGC), and 32% (Quantum Geophysical and Veritas DGC) of revenue for fiscal
2004, 2005, and 2006, respectively, all of which relate to the drilling division. While we expect oil and gas companies utilizing our
environmental and newly acquired rental equipment services will eventually comprise a greater share of our revenue base, we currently derive a
significant amount of our revenue from a small number of large geophysical companies and independent oil and gas operators. The loss of one
of these significant customers, if not offset by sales to new or other existing customers, could have a material adverse effect on our business and
operations.

The majority of our customers are engaged in the oil and gas industry. This concentration of customers may impact our overall exposure to
credit risk, either positively or negatively, in that customers may be similarly affected by changes in economics and industry conditions. We do
not generally require collateral in support of trade receivables, but we do maintain reserves for credit losses. Actual losses historically have been
within expectations.

MARKETING. Our Seismic Drilling services traditionally have been marketed by our principal executive officers. We believe that this
marketing approach helps us preserve long-term relationships established by our executive officers. Even as our geographical and service
capabilities expand, we intend to continue implementing these marketing efforts in both the Transition Zone and in the Rocky Mountain region
from our principal offices in Carencro, Louisiana. Our Environmental services are marketed from offices in Louisiana and Texas. Preheat�s and
Rig Tools� equipment and services are marketed from offices in Louisiana, Texas and Wyoming.

CONTRACTING�SEISMIC DRILLING. We generally contract with our customers for seismic drilling services on a unit-price basis, either on
a �per hole� or �per foot� basis. These contracts are often awarded after a competitive bidding process. We price our contracts based on detailed
project specifications provided by the customer, including the number, location and depth of source holes and the project�s completion schedule.
As a result, we are generally able to make a relatively accurate determination prior to pricing a contract of the type and amount of equipment
required to complete the contract on schedule.

Because of unit-price contracting, we sometimes bear a portion of the risk of production delays that are beyond our control, such as those caused
by adverse weather. We often bill the customer standby charges if our operations are delayed due to delays in permitting or surveying or for
other reasons within the geophysical company�s control.

CONTRACTING�PERMITTING SERVICES. We contract with our customers for permitting services on a day rate or per project basis.
Under the per project basis, revenue is recognized when certain percentages of the permitting process are completed. Contracts are often
awarded to us only after competitive bidding. In the case of the per project basis, we determine the price after we have taken into account such
factors as the number of permit agents, the number of permits and the detailed project specification provided by the customer.

CONTRACTING�SURVEY SERVICES. We contract with our customers for seismic survey services on a day rate or per mile basis. Under the
per mile basis, revenue is recognized when the source or receiving point is marked by one of our survey crews. Contracts are often awarded to us
only after competitive bidding. In each case, the price is determined after we have taken into account such factors as the number of surveyors
and other personnel, the type of terrain and transportation equipment, and the precision required for the project based on detailed project
specifications provided by the customer.
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CONTRACTING�ENVIRONMENTAL SERVICES. We generally bill for our environmental cleaning and maintenance services on a time
and materials basis. Our customer list includes more than 225 major and independent oil and gas companies operating in the Gulf of Mexico.
Our success in securing projects is often dependent on our ability to immediately provide personnel that operate in a quick, safe and efficient
manner at a competitive price.

CONTRACTING�EQUIPMENT LEASING. We generally bill our customers for equipment leasing on a monthly basis. Equipment is
generally leased to our customers on a �per day� rate. Our customer list includes major and independent oil and gas companies operating in the
Gulf of Mexico, the Southeastern United States and the Rocky Mountains. Our success is dependent upon maintaining our fleet of quality
equipment and having the equipment available to our customers on short notice.

COMPETITION

SEISMIC DRILLING. The principal competitive factors for seismic drilling services are price and the ability to meet customer schedules,
although other factors including safety, capability, reputation and environmental sensitivity are also considered by customers when deciding
upon a provider of seismic drilling services. We have a limited number of competitors in the Transition Zone and numerous smaller competitors
in the highland areas in which we operate. We believe that no other company operating in the Transition Zone owns a fleet of Transition Zone
seismic drilling equipment as varied or as large as ours. Our extensive and diverse equipment base allows us to provide drilling services to our
customers throughout the Transition Zone with the most efficient and environmentally appropriate equipment. We believe there are numerous
competitors offering rock and heli-portable drilling in the Rocky Mountain region and internationally. We believe we are the largest provider of
seismic drilling services in the United States.

PERMITTING SERVICES. Our competitors include a number of larger, well-established companies with a number of permit agents
comparable to us.

SURVEY SERVICES. Our competitors include a number of larger, well-established companies with a number of crews comparable to us.

ENVIRONMENTAL SERVICES. We have several competitors offering identical environmental services to those offered by Trussco. Some
of these competitors are larger and have more financial resources than we have available. Our ability to compete effectively is dependent upon
our ability to have personnel available when needed at competitive prices.

EQUIPMENT LEASING. We have several competitors offering similar equipment rental and services to those offered by Preheat and Rig
Tools. Some of the competitors are larger and have more financial resources than we have available. Our ability to effectively compete is
dependent upon having the desired rental equipment available to meet the customer�s needs. In addition, it is imperative that the desired services
can be performed for customers in a timely fashion at competitive prices. We feel that our recently acquired equipment and services are among
the best in the market.

SEASONALITY AND WEATHER RISKS

SEISMIC DRILLING. Our Seismic Drilling operations are subject to seasonal variations in weather conditions and daylight hours. Since our
activities take place outdoors, the average number of hours worked per day, and therefore the number of holes drilled or surveyed per day,
generally is less in winter months than in summer months, due to an increase in rainy, foggy and cold conditions and a decrease in daylight
hours. Furthermore, demand for seismic data acquisition activity by oil and gas companies at the end of the fourth quarter and in the first quarter
is generally lower than at other times of the year. As a result, our revenue and gross profit during the fourth calendar quarter and the first
calendar quarter of each year typically are lower than
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the second and third quarters for this business unit. Operations may also be affected by rainy weather, lightning, hurricanes and other storms
prevalent along the Gulf Coast throughout the year and by seasonal climatic conditions in the Rocky Mountain area. In addition, prolonged
periods of dry weather result in slower drill rates in marsh and swamp areas as water in the quantities needed to drill is more difficult to obtain
and equipment movement is impeded. Adverse weather conditions and dry weather can also increase maintenance costs for our equipment and
decrease the number of vehicles available for operations.

BACKLOG

Our backlog represents those seismic drilling and survey projects for which a customer has hired us and has scheduled a start date for the
project. Projects currently included in our backlog are subject to termination or delay without penalty which could substantially reduce the
amount of backlog currently reported, at the option of the customer. Backlog levels vary during the year depending on the timing of the
completion of certain contracts and when we are awarded new contracts.

Due to increasing demand for our seismic drilling services our backlog as of December 31, 2006, was approximately $56.1 million compared to
$40.4 million at December 31, 2005. Backlog at December 31, 2006, includes seismic drilling and survey projects in the Transition Zone in
addition to seismic rock drilling projects.

Our permitting and environmental divisions (with the exception of NORM decontamination), historically, have not measured backlog due to the
nature of our business and our contracts, which are generally cancelable by either party with thirty days written notice. Backlog for NORM
decontamination projects is maintained but is not considered to be material.

GOVERNMENTAL REGULATION

SEISMIC DRILLING. Our operations and properties are subject to and affected by various types of governmental regulations, including laws
and regulations governing the entry into and restoration of wetlands, the handling of explosives and numerous other federal, state and local laws
and regulations. To date, our cost of complying with such laws and regulations has not been material. However, such laws and regulations
frequently change and it is not possible for us to accurately predict the cost or impact such laws and regulations may have on our future
operations.

Furthermore, we depend on the demand for our services by the oil and gas industry and are affected by tax legislation, price controls and other
laws and regulations relating to the oil and gas industry in general. The adoption of laws and regulations curtailing exploration and development
drilling for oil and gas in our areas of operations for economic, environmental or other policy reasons would adversely affect our operations by
limiting the demand for our services. We cannot determine to what extent our future operations and earnings may be affected by new legislation,
new regulations or changes in existing regulations.

EXPLOSIVES. Because we use dynamite in our operations, we are subject to various local, state and federal laws and regulations concerning
the handling and storage of explosives and are specifically regulated by the Bureau of Alcohol, Tobacco and Firearms of the U.S. Department of
Justice and the Department of Homeland Security. We must take daily inventories of the dynamite and blasting caps that we keep for our seismic
drilling and are subject to random checks by state and federal officials. We are licensed by the Louisiana State Police as an explosives handler.
Any loss or suspension of these licenses would result in a material adverse effect on our results of operations and financial condition. We believe
that we are in compliance with all material laws and regulations with respect to our handling and storage of explosives.

ENVIRONMENTAL. Our operations and properties are subject to a wide variety of increasingly complex and stringent federal, state and local
environmental laws and regulations, including those governing discharges into the air and water, the handling and disposal of solid and
hazardous wastes, the remediation of soil and groundwater contaminated by hazardous substances and the health and safety of employees. In
addition, certain
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areas where we operate are federally protected or state protected wetlands or refuges where environmental regulation is particularly strict. These
laws may provide for �strict liability� for damages to natural resources and threats to public health and safety, rendering a party liable for
environmental damage without regard to negligence or fault on the part of such party. Sanctions for noncompliance may include revocation of
permits, corrective action orders, administrative or civil penalties and criminal prosecution. Certain environmental laws provide for strict, joint
and several liability for remediation of spills and other releases of hazardous substances, as well as damage to natural resources. In addition, we
may be subject to claims alleging personal injury or property damage as a result of alleged exposure to hazardous substances. Such laws and
regulations may also expose us to liability for the conduct of, or conditions caused by, others, or for our acts that were in compliance with all
applicable laws at the time such acts were performed.

The Comprehensive Environmental Response, Compensation, and Liability Act of 1980, as amended, and similar laws provide for responses to
and liability for releases of hazardous substances into the environment. Additionally, the Clean Air Act, the Clean Water Act, the Resource
Conservation and Recovery Act, the Safe Drinking Water Act, the Emergency Planning and Community Right to Know Act, each as amended,
and similar state or local counterparts to these federal laws, regulate air emissions, water discharges, hazardous substances and wastes, and
require public disclosure related to the use of various hazardous substances. Compliance with such environmental laws and regulations may
require the acquisition of permits or other authorizations for certain activities and compliance with various standards or procedural requirements.
We believe that our facilities are in substantial compliance with current regulatory standards.

WORKER SAFETY. Laws and regulations relating to workplace safety and worker health, primarily OSHA and regulations promulgated
thereunder, govern our operations. In addition, various other governmental and quasi-governmental agencies require us to obtain certain permits,
licenses and certificates with respect to our operations. The kind of permits, licenses and certificates required in our operations depend upon a
number of factors. We believe that we have all permits, licenses and certificates necessary to the conduct of our existing business.

INSURANCE

SEISMIC DRILLING. Our operations are subject to the inherent risks of inland marine activity, heavy equipment operations and the
transporting and handling of explosives, including accidents resulting in personal injury, the loss of life or property, environmental mishaps,
mechanical failures and collisions. We maintain insurance coverage, which we believe is reasonable and customary in the industry, against
certain of these risks. We also maintain insurance coverage against property damage caused by fire, flood, explosion and similar catastrophic
events that may result in physical damage or destruction to our equipment or facilities. All policies are subject to deductibles and other coverage
limitations. We believe our insurance coverage is adequate. Historically, we have not experienced an insured loss in excess of our policy limits;
however, there can be no assurance that we will be able to maintain adequate insurance at rates which we consider commercially reasonable, nor
can there be any assurance such coverage will be adequate to cover all claims that may arise.

ENVIRONMENTAL SERVICES. Our operations involve a high degree of operational risk, particularly of personal injury and damage or loss
of equipment. Failure or loss of our equipment could result in property damage, personal injury, environmental pollution and other damage for
which we could be liable. We maintain insurance against risk that we believe is consistent with industry standards and required by our
customers. Although we believe that our insurance protection is adequate and we have not experienced a loss in excess of our policy limits, we
may not be able to maintain adequate insurance rates that we consider commercially reasonable, or ensure that our coverage will be adequate to
cover all claims that may arise.

EQUIPMENT RENTAL. Our operations involve the inherent risk of loss of equipment. Failure or loss of our equipment could result in
property damage, personal injury, environmental pollution and other damage for which we could be liable. We maintain insurance against risk
that we believe is consistent with industry standards and required by our customers. Although we believe that our insurance protection is
adequate and we
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have not experienced a loss in excess of our policy limits, we may not be able to maintain adequate insurance rates that we consider
commercially reasonable, or ensure that our coverage will be adequate to cover all claims that may arise.

EMPLOYEES

As of December 31, 2006, we had approximately 600 employees including operating, corporate, administrative and management personnel.
These employees are not unionized or employed pursuant to any collective bargaining agreement or any similar agreement. We believe our
relations with our employees are generally good.

ITEM 1A. RISK FACTORS
You should carefully consider the following risk factors, in addition to the other information set forth or incorporated by reference herein. Each
of these risk factors could adversely affect our business, operating results and financial condition, and also adversely affect the value of an
investment in our common stock.

INDUSTRY VOLATILITY MAY ADVERSELY AFFECT OUR RESULTS OF OPERATIONS.

The demand for our services depends on the level of capital expenditures by oil and gas companies for developmental construction and these
expenditures are critical to our operations. The levels of such capital expenditures are influenced by the following factors:

� oil and gas prices and industry perceptions of future price levels;

� the cost of exploring for, producing and delivering oil and gas;

� the ability of oil and gas companies to generate capital;

� the sale and expiration dates of leases in the United States;

� the availability of current geophysical data;

� the discovery rate of new oil and gas reserves; and

� local and international political and economic conditions.
The cyclical nature of the oil and gas industry has a significant effect on our revenues and profitability. Historically, prices of oil and gas, as well
as the level of exploration and developmental activity, have fluctuated substantially. This has, in the past, and may in the future, adversely affect
our business. We are unable to predict future oil and gas prices or the level of oil and gas industry activity. A prolonged low level of activity in
the oil and gas industry will likely depress development activity, adversely affecting the demand for our products and services and our financial
condition and results of operations.

OUR GROWTH AND GROWTH STRATEGY INVOLVES RISKS.
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We have grown over the last several years through internal growth and acquisitions of other companies. It will be important for our future
success to manage our rapid growth and this will demand increased responsibility for management personnel. The following factors could
present difficulties to us:

� the lack of sufficient executive-level personnel;

� the successful integration of the operations and management teams from our recent acquisitions;

Edgar Filing: OMNI ENERGY SERVICES CORP - Form 10-K

Index to Financial Statements 20


