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2006 Quarterly Review

(In thousandsexceptper shareamounts) (Unaudited)

First Quarter

2006 2005 Change * Petrochenical andblack oil product volumesstrong
Revenues $224.003 $184.444  22% . Higherrat&s_on contact rene/valls and spotmarketpricing
Net eamnings $ 22580 $ 13279  70% . ngorablevylntervx_/eether condtionsbeneited results .
' '  Diesel engne sewvicesbenefted from strongsalesandprice
Earningsper share $ 43 $ 26 65% increasesin majority of its markets
EBITDA $ 54,266 $ 39,545 37%

Second Quarter

2006 2005 Change * Petochenical and black oil produds volumesstrong
 Highe rateson contactrenavals andspotmarket pricing

Rewenues $243,202 $199,276  22% Tight vessel personné laborpool andshortageof Gulf
Net garnlngs $ 23,333 $ 18447  26% Coastchater towbods negaively impactedresults
Earningspershare $ 44 % 36 22% « Diesel engie sevicesbenefted from strong salesand
EBITDA $ 56,514 $ 46,830 21% price increasesin mgority of its markets,andan accetive

acqusition during the quater

Third Quarter

2006 2005 Change * Petrochenical, blackoil producs andrefinedproducts
Rewvenues $264,612 $198,741  33% volumesstrong .
Net earnings $ 25600 $ 17,285  48% . H_|gherrat$ on contact renavals and spotmarketpricing
i « Tight ves®l personnellabor pool andshortaye of Gulf

Earningspershare $ 48 % 34 4% Coast chater towboas negatively impactedresults

EBITDA $ 62,549 $ 44,601 40%  Diel engne sewviceshenefted from strongsalesand
priceincreases in majority of its markets,andaccetive
acqusitionsduring the year

Fourth Quarter

2006 2005 Change  Petochenical, blad oil producs and refinedproducts
Revenues $251,411 $213,261  18% L?éuhrgefastggg?\ contactrenavals andspotmarket pricing
i 0
Nete-arnlngs $23938 $19770  21% * Unfavorable weather condtionsandplantturnaroundsn
Earningspershare $ 45 $ 38 18% Decenbernegatively impacted resuts
EBITDA $ 60,470 $ 50,334 20% « Dieselenghne sewviceshenefted from strong salesand

price increasesin mgority of its markets,andaccretive
acqusitionsduring the year

Statementsnadein thisAnnud Report with respeet to the future are forward-looking statementsThesestatementseflect Managenent'sreasonablgudgmentwith respecto
future events Foiward-lookirg statemenss involve risks anduncertinties. Actud resultscould differ materiallyfrom thoseanticipatedasa resultof variousfactors.Forward-
|ooking statenentsarebasedbon currertly avalable informaton ard Kirby asumesno obligationto updde ary suchstatemets. A list of thesefactorscanbefoundin Kirby's
Annual Report on Form 10-K for theyea erdedDeaember31, 2005, included in this Annual Reportandfiled with the Securitiesand ExchangeConmmission.

Cover: The crewof theM/V Robert G. StoneJr., anewKirby InlandMarine 2100 horsepowertowboat, buildstow for depature on theAtchafdayaRiver in Louigana.



Financial Highlights:

For the years ended Decembei3l,

(In thousandsexceptper shareamounts) 2006 2005 2004 2003 2002
Revenues
Matine trangportation $ 807,216 $ 685999 $588,828 $530,411 $450,280
Diesel enginesavices 177,002 109,723 86,491 83,063 85,123
$ 984,218 $ 795722 $675,319 $613,474 $535,403
Net earnings $ 95451 $ 68,781 $ 49544 $ 40,918 $ 27,446*
Net earningspe share (diluted) $ 179 % 133 % 98 % 83 % .56*
Weighied averagesharesoutdanding(diluted) 53,304 51,562 50,314 49,012 48,788
EBITDA-Eaningsbefore interest taxes,
depreciation andanortization:**
Net eanings $ 95451 $ 68,781 $ 49,544 $ 40,918 $ 27,446
Interestexpense 15,201 12,783 13,263 14,628 13,540
Provision for taxesonincome 58,751 42,341 30,365 25,079 18,047
Depredation andamortization 64,396 57,405 55,120 53,328 45,507
EBITDA** $ 233,799 $ 181310 $148,292 $133,953 $104,540
Property and equipment net $ 766,606 $ 642,381 $574,211 $536,512 $486,852
Total asds $ 1,271,119 $1,025548 $904,675 $854,961 $791,758
Long-termdebt, including currentportion $ 310,362 $ 200,036 $218,740 $255,265 $266,001
Stockhobers' equity $ 631,995 $ 537,542 $435235 $372,132 $323,311
Revenues Earnings Per Share EBITDA™ Return on Invested Capital
(In millions) (In millions)
$984 $1.79 23 12.2%
11.2%
s $1.33 $181
- ) 9.0%
s613 5578 s148 86% g 106 )
$535 $0.98 $134
$0.82 $0.83 $105
02 03 04 05 06 02 03 04 05 06 | 02 03 04 05 06 02 03 04 05 06

* The2002yea includes anafter-taximpairmentof assetshargeof $12.5million, or $.26 pershare The EarningsPer Shareand Returnon InvestedCapitaltablesexcludethe 2002charge.
** EBITDA, definedas net eamingsbeforeinterestexpensetaxeson income,depeciationandamortizationjs a non-GAAP financialmeasureisedby Kirby becausef its wide acceptancasa measure
of operting profitability before nonopeating expenseginterest andtaxes) andnoncastthargegdepreciatiorandamortization).



To Our Shareholders

The 2006yearwasarecod-seting yea for Kirby Corporationin all key financial areas.
Revenueswere $984.2million, neteamings$95.5million andearningspershae $1.79 These
record finandial reaults follow 20055 record yearand reflectincreagsover 20050f 24% in
revenues, 39%in net eamingsand 35%in earningsper share Kirby’s record2006 EBITDA

of $233.8million exceedad 20055 $181.3million by 29%.

On May 31, 2006, Kirby commonstodk was split two-for-one for stockholdersof recod as
of May 10, 2006. The stocksplit allowedus to achieve two objectives provide greder liquidity
for stockholders ard allow Kirby stockto be more accessible and attradive to a broaderrange
of investass. During 2006, Kirby stockachieved a record high stock price of $41.36 per shae
andtraded betwveenthis high and $25.13 The stock closed 2006 at $34.13 per share.

2006 wasa greatyearto bein theinland tank barge busnessdue to the bdance betveentank
baige capady and the demandfor thatcapadty, andthe outlook for 2007 is also very postive.
Kirby's major custamers are househal names the foremog petrochemical and refining companies
in the United States.With their productvolumesthatrequire tark barge trangportation contiruing
to expard, addtional tank bargecapaciy will be nealed to hande the extra volumes.Additiondly,
with apgroximately one+hird of the United States tank barge fleet older than 30 yeas, signficant
rebulding will be requredto meetbath current and future demards Our custamers require safe
andreliabe senice. Our sakty performancecortinued to improve during 2006, andour commit
mert to behavior-basedsafety paid dividends in reduced persoinel and environmental safey inci-
derts. Additionally, our ongoinginvestmat in Kirby’s proprietay logistics maragemert software
enalbesusto provide everimproving levels of communication and serviceto our customes.

During 2006, we madea strategicdecigon to enhanceour dieel ergine services opeation by
enering the Gulf Coastregion high-peeddiesal engine savices busness a perfectcomgement
to our long-starding medium-speedranchse. In June 2006, Kirby acquired Global Pover Holding
Company (“Global”) for $101.7million, andin July purchased Marine Engine Specalists, Inc.
(“MES") for $6.9 million. With thesetwo acquisitions, Kirby becane a Gulf Coastfactory-
auhorizedfull- senice maiine dealerfor Cummins, Detroit Diesd and Jahn Deere high-speed
dieselengnes,Alli son transnissons,andCaerpilar high-gpeed diesel enginesin Louisiara.

The aqquisitions position Kirby asthe“one-sbp shop”for servcing the dieselengnerequire-
ments of its cusomers. With high-spead engnesconprising the majority of the propulsion ergine
market, these acquisitionsall ow us to extendour senice capabiliteswith currentcustamers, many
of whom have both high-speed and medium-speedengnes,aswell asto expandour basewith
high-speed ergine customers. Thesetwo acquistions wereimmediatelyaccretve to earnings.

We arepleasedo repot thatfor 2006 we exceededour objective of a 12% return on invested
captal, eaning 12.2%, a significantimprovemert over the 11.2% returnin 2006 and 9.0%n
2004. Additionally, our cashflow remainel strongin 2006 with net cas from operations of
$150.4 million. Our cashflow andborrowings under our bark rewlving credt facility were used
for captal expendituresandacquistionstotding $283.0 milli on, including $58.6 million for new
baige andtowboat construction, $80.5milli on primarily for upgrading our existing fleetand



$143.9 million for theacquidtion of businesesandmarine equipment, including Globd ard
MES asnotedabove As of Decemler 31, 2006 our debt was$3104 million compaed with
$200.0 million attheendof 2006. Our debt-b-captalizaion at Decenber 31, 2006 was32.9%
comparedwith 271% oneyearearlier.

On Jure 14, 2006,Kirby increagdits bankrevolving credit fadlity fromits previaus $150million
to $250 milli on andextendedthe maturity dat to June14, 2011. This credit faclity allows for an
increasein bank commitmentaup to a maximum
of $325 million.

Kirby’'s marinetransmrtation segmentprovided
record resultsin 2006 areflection of cortinuedstrong
petrochemical,blackoil prodicts andrefinedproducts
demard. Contractratesduring 2006 increasedn the
4% to 8% averagerange andspot mariket pricing
increased?20%to 25%. The maiine transporation
operating margn improvedto 19.0% ascompared
with 174% in 2005and15.7%in 2004. In addition
to strong volumes,the 2006resuts werepostively
impacted by generallyfavorable weater condiions
with dday daysdown 17% from 2005. Both therela
tively mild winter weatherin thefirst quatter of 2006

and the absenceof Gulf Coasthurricaresprovided Berdon Lawrence Joe Pyne
significart improvement®ver correspnding

peiodsin 2006 whenharshwinter weatherconditionsin the first quarter and Hurricanes Katrina

ard Ritain thethird quarternegatiely impactedeaults.

Recordresuts werealso reported by our dieselengne servicessegmentresulting from
continuedstrongin-houseandin-field serviceactvity and directpartsalesin the majority of its
markets, andthe accretiveearningsrom the acquisiions of Globaland MES. Resultswerealso
positively impaded by highersevice rates andparts pricing implementedduring 2005and 2006,
as well ashighe levels of sewvice adivities, which geneaally generatea higheropeating
margin thandirect partsalesandbetterlabor utilization. The diesl engineservicesoperating
margin improved to 14.9%from 11.7%in 2005and9.7%in 2004.

With the continuingenvronmentof strongdenandandcapacityshortaesin maine transpata-
tion, our 2006 capitalcongruction programincludedfleet replacanert ard erhancemert progams,
aswell as fleetaddtions. Our 2006 programincludedthe constructbn of twenty-ttree 30,000 barrel
baiges and two 10,0 bariel baiges at a costof $47 million. Fifteenof the 30,0® barrelbargesand
the two 10,000 barrelbargesare new capacdiy, adding470,000 barrek to our barge fleet We have
takendelivery of nineteerof the 30,000 barrel bargesandone10,0® barrelbarge, with the balance
scheluled for delivery throughou the 2007 fir st half.



Thefleetreplacemehandenhanement programand fleet additions will continuein 2007
with a captal sperding rangeof $135to $145 milli on. Major projects include the constuction of
twerty 30,000 barrel baigesandsix 10,000barrel bargesata cog of apgproximatdy $51 million.
Fourteenof the 30,000 barrel bargesandall six of the 10,000 barel barges arenew capaidty,
addng 480,000 barrelsto our baigefleet. Delivery is scheduled throughout 2007 and2008.

Kirby alsocontracedin 2005for the condruction of four 2100 horsepowe towboas for useon
the Missisippi River ata costof $13million. The M/V Rokert G. Stane, Jr. wasplacedin sewvice
in October 2006 andthe M/V ArchieWilson in February 2007. The remaning two 2100 horse-
power towboats are duein thefir st half of 2007. We also contracted in 2006 for the construction of
four 1800 horsepower towboatsfor useon the Gulf Intracoagal Waterway at a costof $13 million.
Thesefour towboatsarescheduledo be placed in service in the second half of 2007.

In addition to the Global andMES acquisitions noted above, the Company was very active
in making other acauisitions during 2006andthefirst quarter of 2007. During this period the
Company purchasedthe following:

¢ |n January 2006, increasedts ownership in Osprey Line, operata of a containeron barge
feeder senice, to 67%.

¢ In March 2006, purchasedhe remaning 65% interest in the Dixie Fud Limited partneship
from ProgressFuels Corporation for $15.8 million in cashandextendedthe expiration
dat of the trangortation contractsfrom 2008 to 2010. Dixie Fuels owned and opeated
four off shae baige andtug units underlong-term cortrads moving coal and rock in the
Gulf of Mexico.

e In April 2006, purchasel Gulf Coast Fire & Sdety Co. for $1 million in cashand integrated
it into Kirby Logistics Management to providesdes andrentalof equpmentrelatedto fire
suppression and protedion.

¢ In Juy 2006, signedanagreemento purchase 11 towbaatsfrom Cagtal Towing Limited
for $15 millionin cash.Purchasedine of the towbaatsin 2006 for $13.3 million, with
two towboatsscheluledto be purchasdin 2007.

e In Jaruary 2007, acquired CoastalTowing, Inc., owner of 37 tankbaiges for $19.3 million
in cash subjectto working capial adjustmerts. Kirby had beenoperating thesetark barges
since 2002 under a bargemanagerantagreemert.

¢ |n January 2007, purchased1 tank bargesfrom CypressLeasng for $15 million in cash
Kirby hadbeenleasingthesebarges since 1994.

e In Felruary 2007, completedthe purchaseof 11 tank bargesfrom Midland Marine
Corporation ard Shpyard Marketing, Inc. for $10.6 millio n in cash. Purchasedfour of the
baigesin the 2006fourth quater for $3.3million andseven in February2007for $7.3million.
Kirby hadbeenleasingthe bargesprior to the purchase

e In February 2007, purchased&S Diesd Senice, Inc., a Gulf Coad high-speal diesel
engne senicesprovider, for $1.45millionin cash.

¢ In Febuary 2007,purchasel from NAK EngineeringJnc., for anet$3.5million in cash,
the assets and technobgy to supprt Nordbergmedium-sped diesé enginesusedin
nudear appicatons.



Kirby is conmitted to prepaing for the future and building valueover thelongterm We
continueto reinves in our strakgc tankbargeregacenent ard fleet expanson prog-am to meet
customer demandWe continueto work to leveragecustamerrelaionships and distribution systems
to do morefor our customersincluding increagd efficiencies. We continue to seek aacretive
synagistic acquigtions in both core businesgs,andmog importartly, we continueto invest
significartly in our employeestraining, bothashoreard afloat.

Aswe look at 2007, the suly and demandin our marinetransportéion segment is in balance
Volumescontinueto grow asUnited Stategpetrochemickband refining companies expandtheir
facilitiesard operateat closeto full capacity The United States ecmnomy cortinuesto prosper,
although samerecentsoftnes hasbeennoted.We feelthat the invegments we continueto meke
in our existingfleet, our tank barge redacenentprogramand our new tank barge and towboat
congruction program position Kirby well for the future ensuring a safe and well-maintainedfleet
to meet the volumedemand®f our custamers With one-third of the industry tank bargesin use
today older than30 years,andwith new congruction currently limitedto between100and
140 bargesperyeardepenihg on size,the risk of any nea-term sustained excesstark barge
cgoadty is minimal. Additionally, we anicipateour diesd engne servicesbusinesswill continueto
perform well. With the Globaland MES acquistions our custome base should cortinue to grow
aswe offer our customers single sourcefor all their diesd engne servicesrequiremerts. All of
these faciors comhine to provide a very postive outlookfor Kirby in the foreseeable future.

We would be remiss not to note the death of RobertG. Store, Jr. in 2006. Mr. Stonesewred
asChdrman of Kirby from 1983 to 1995 andasChairmanEmeritus from 1995 until his degh in
April 2006. Bob helpedguideKirby from a company primarily engaged in oil and gas exdoration
in 1983 to the marinetrangortaton anddieselengine savices compary it is today. He wasa
terrific supporterof Kirby, andhis leadership, friendship and optimism will begredly missed
To honor Bob, a new 2100 horsewer towboatthatwasplaced into service in October 2006 bears
his nane, afitting tributeto this greatman.The M/V Robert G. Sone, Jr. is pictured on the cover
ard on pagesl10and11.

We truly believe that our maiine transporttion anddieselengineservies employees arethe
bestin the businessTo our ves®l enployeesmechanis, machnistsand enginees, and our
shoreside ard office staff, we thark eachof you for your outsanding accomgishmentsin making
2006 arecord-settirg year.Finally, we wantto thankour sharehdders for their ongoing support
and loyalty in helpingmake2006 such a succesful year

Respectfully submitted,

0 Bondons Hatin ca %«—Yw *v‘@

C. BerdonLawrene JosephH. Pyne
Chairman of the Boad Presidentand Chief ExecutiveOfficer

Hougon, Texas
March 2, 2007



Marine Transportation
Kirby Inland Marine, LP

Services Offered

» Kirby InlandMarineis the leading United Statesrangorter

of bulk liquid producs, offering distribution serviceghroughout
the MississippiRiver Systemand Gulf IntracoastalWateway.

» Kirby transportgetrochemials, black oil products refined
petroleumproductsandagriculturd chemicaldor a blue chip
petrochemicalandrefining custome base.

Strengths

» Provides customersafe,dependhle and costeffective
trangportaion of bulk liquid products.

» With anapproximate32% shae of the United Staesinland
tank bargemarket,Kirby’s fleet consistsof 904 inland tank

Marine Transportation Markets

[ ~

The M/V Captain Janes Hoover, a Kirby 1000 horsepower towboat, pushes a presure
barge one of 65 operated by the Company, along the Gulf Intraccastal Wakrway.

barges, comprisingl7.0million barels of cargo capecity, and
245inland towboats.

« Kirby’s fleet size, distribution and communi@tion systens
allow for better barge and towbod utilization throughbackhaul
opportunitiesfaste turnaounds,moreefficient useof horse
power and baiges positioned closerto cargoes, aswell as lower
incremental costs.

« Kirby's towboas are operated by highly trainedcrews and
syppated by an experienced shoreside staff andstate-d-the-art
training facilities.

» Approximaely 70% of business unde termcontracts 30% spd
market.

2006
Markets Revenue
Serviced Distribution Products Moved
Petrochemicals 67% BenzeneStyrene Methanol,
Acrylonitrile, Xylene, CausticSoda,
ButadienePropylene
Black Oil Products 20% ResidualFuel Oil, No. 6 Fuel Oil,
CokerFeedstocksyacuumGasoOil,
Asphalt,Boiler Fuel, CrudeOil,
ShipBunkers
Refined Petroleum 10% GasolineBlends,No. 2 Oil, JetFuel,
Products HeatingOil, Naphtha
Agricultural 3% AnhydrousAmmonia,Nitrogen-Based
Chemicals Liquid Fertilizer, IndustrialAmmonia

Tank Barge Fleet (active)
Petrochemical/Refinegroducts 708
Pressure 65
Drivers Black oil products 114
Anhydrousammonia 12
Housing,Consumer Specialty 5
Goods,Clothing, Total 904
Automobiles Total Barrel Capacity 17.0MM
RoadConstruction, Towboat Fleet (active)
RefineryUtilization, Lessthan800 hp 1
Fuelfor PowerPlants 800-130Chp 114
andships 1400-190Chp 84
2000-240Chp 12
Vehicle UsageAir Travel, 2500-320thp 17
WeatherConditions, 3300-490Chp 13
RefineryUtilization 5200hp andgreater 2
Spotcharters 2
Corn, CottonandWheat Total 245

Production,Chemical
Feedstocksage




Diesel Engine Services

Kirby Engine Systems, Inc.

Services Offered

« Kirby EngineSystemss therecognizel United Statedeaderin
bothin-houseandin-field sewicing and rebuildingof medium-
speed andhigh-speedliesel enginesand ancillary produds, and
the sak of relatedparts.

¢ Senvicesthreedistinct markes: marine, powergeneation and
railroadapplications.

« Significantly expandecigh-speel savice capailities along
the Gulf Coastwith the acquisitionsof Global Power Holding
CompanyandMarine Engine Spedalists, Inc. in 2006.

» Provides customersvith both mediumspee andhigh-sped
diesel enginesa single soure for sewice andparts,a capability
that is essentiato the dayto-day opeitionsof enginesand
andllary products.

Diesel Engine Services Markets

Sewe Pdlegin and Corey Bourg rebuild a 1350 horsgpower Cummins KT 38 M2
engine from a Gulf of Mexico oil service crewboat.

Strengths

 Kirby hasthe largest sewice area of ary United Staes diesd
engne sewice provider, with eight medum-speed and seven
high-speed saviceand paits facilitie s.

« Kirby haslongterm distributorshipsandauthorized service
centerrelationshipswith marufacturers of medium-speel and
high-speed diesd ergines and andillary produds, including a
41-yea relationship with Electro-Motive Diesd, Inc.

« In-housesewice, provided by projed enginea's, medanics and
machinists, consistsof direct sdes of OEM (Original Equipment
Manufacturer) redacement parts and the refurbishmentor rebuil d-
ing of parts, engines and andillary produds in strict compliance
with the latest factory specifications.

« In-field sewice is provided on a worldwide basis by project
engneers and mechanics to meet customes’ immediate needs.

o Empoys over 300 factory-trained and authorized project
engneers, mechanics and mechinists.

Service Locations

Medium-Speed

2006 .
Markets Revenue Houma,LA (2 locations)
Serviced Distribution Customers Rocky Mount, NC
Marine 72%  InlandRiver Carriers— Dry andLiquid, Chesapeaka/A
- A - PaducahKY
OffshoreTowing — Dry andLiquid, OffshoreOilfield
) . . Seattle WA
Services- Drilling Rigs& SupplyBoats,Harbor
Towing, Dredging,GreatLakesOre Carriers Hollywood, FL
g gng. Tampa,FL
Power 16% StandbyPowerGenerationPumpingStations High-Speed
Generation Houma,LA (2 locations)
BatonRouge LA
Railroad 12%  PassengefTransitSystems)Classll, Shortline, Belle Chassel.A

Industrial

MorganCity, LA
New Iberia, LA
Houston,TX

Manufacturer Relationships

Medium-Speed
Electro-MotiveDiesel,Inc.
Alco

CooperBessemer
Nordberg

High-Speed
Caterpillar(in Louisiana)
Cummins

Detroit Diesel
JohnDeere

Ancillary Products

Allison Transmissiongtransmissions)
Twin Disc (transnissions)

Falk Corporation(reduction gears)
Ingersoll-Randstarters)
WoodwardGovernor(governors)

Oil Statedndustrieg(marineclutches)



Kirby Inland Marine, LP—Putting America’s Inland Waterways to Work

There are over 12,000miles of commaecially navigableinland waterwaysn the United States
These“highwayson thewater’ provide oneof the mostefficient, economicabnd environmen
tally safe modes of trangortaion for bulk liquid cargoesavailable today.From Brownsville,
Texas in thewest to St. Marks, Florida, in the eas, andfrom BatonRouge Louisiana in the
southto Chicago,lllinois andPittsourgh,Pennsylvaia, in the north, Kirby Inland Marine, LP
saves customes throughits three opertionalfleets: Canal,River andLinehaul.

Canal. Canalopeartionstrangort petiochenica feedstocksprocessedchemicalspladk oil products,
refined petroeumproductsandpresurized productsprimarily on the Gulf IntracoastalWaterway,
the Mississippi River bdow Baion Rougeandthe HoustonShip Channel.In theinlandtankbarge
busness, theword “tow” is usedto desciibethe combiationof atowboatandoneor more barges.
A Canaltow typicaly conssts of an800to 1900horsepowetowboa pushingoneto six 10,000to
30,000 barreltankbarges

River. River tows are consideably large thanCanaltows.A typical River “unit tow” conssts of
a 3000to 6000horepaver towboatpushingfour to eightbarges. Thesetowstransportthe same
types of producs as Cana tows with the addition of agriaultural chemials. River tows operate
along the Mississippi River and its tributaries,includingthe lllinois, Ohio, TennessegRedand
TombigbeeRivers. A unit tow is a dedicatedtow in the serviceof a singlecustomemwith the
sanetowboatandbargeggeneraly usel for ead trip.

Linehaul. A Linehaultow dropsoff and picks up bargesasit movesup anddown a waterway,
operding similarly to atrain. Linehaul towstransport the same types of produds as Cand and
River tows. A typical linehau operation picks up loadel barges from Gulf Coast plantsandrefiner-
ieslocaedonthe Gulf Intracoasal Wateway, tows them to a stagng point near Batan Rouge
thentranspats the bargesupriver to terminals and plantson the Mississippi, Illin ois and Ohio
Rivers, dropping off bargesat cusbmer dods along the way andpicking up bargeson the retun
trip to BatonRouge. Linehau River tows utiliz e 3600 to 6000 horsepower towboats pushirg

10to 25 bargesLinehau Gulf Intracoatal Waterway tows consigt of 1400 to 1900 horsepower
towboas with threeto six barges.




Working Our Waterways.Whether utilizedin a Canal,River or Linehaultow, Kirby Inland
Marine's towboas and bargesprovide safe, efficient transportation for its customersTo movethe
sane amountof productasoneKirby 90,000barreltow would require morethan120railroadcars
or 450trucks.Onegallon of fuel canmowve oneton of freight 522 miles by bargecompaed with
80 milesby truck and 403 miles by railroad.Kirby Inland Maring usingAmerica’sextensve
waterway system is pleasedto be ableto offer its customer®neof the safe$ andmostefficient
and environmentdly soundmethodsfor transporing bulk liquid cargoesavailabletoday.

Resuts of Operations. Kirby Inland Marine repated record reveruesof $807.2 million in 2006,
18% over 2005.0perating incame for 2006 was a recrd $1532 million, 28% over 2005, and the
operding marginimprovedto 19.0% compaed with 17.4% for 2005 The record resuls reflected
coninuedstrong petrochenical, blackoil products and refined products demard, as customea's
coninuedto operatetherr plant and refineries at high utiliz ation rates and favorable operating
condtions Rateson cortractsrenewedduring 2006 increased in the 4% to 8% aveage range
while spot marketpricing, including fuel, increagd 20%to 25%.

Revenues Operating Income O ERETTEREL A
(In millions) (In millions)
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™,
b . :
" A Kirby presaure barge approaches the Colorado River Locks
. located on the Gulf Intracoastal Wakerway near Bay City, Texas.
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M/V Robert G. Stone, Jr. and M/V Archie Wilson—Kirby’s New Towboats

On Octaber 30, 2006, Kirby took delivery of the M/V Rokert G. Stane, Jr., the first of four

2100 horsepover towhoatsorderedin late2005. On Felruary 7, 2007, the second towboat,
the M/V Archie Wilson, wasdelivered. The two remaning towboats will be ddiveredin the
2007 first half.

The M/V Robet G. Stone Jr. is nanedafter the late Bob Stone the Chairmanof Kirby
Corportion from 1983to 1995andChairmanEmeriusfrom 1995until his deathin April 2006.
Bob Stonewas a renowned sailor, serving asComnodoreof the New York Yacht Club andas
Charman of the Board of Trusteesof the Mystic SeaportMuseum. The M/V RobertG. StoneJr.
is featured on the cover of this Annud Reportanda picture of Bob Stone,alongwith a resolution
adoptal by the Kirby Board of Diredors on April 25,2006,is presentean the back cover.

The M/V Archie WiIsonis namedafter the late Archie Wilson, Presidenbf Dixie Cariers, Inc.,
predeessorcompany to Kirby Inland Marine,from 1973to 1984andmemberof the Dixie
Cariers and Kirby Inland Marine Board of Directorsuntil his deathin 1999.During his tenureas
President andlater as a Director, Archie Wilson wasvery instrumentain developingthe strategy
tha propelled Kirby from a medium-size tank bargecompary to the Kirby of today. He wasalso
very adive in marine transpotationindudry organizationsservingtermsasPresidentof the
Marine Trangoration Coundl and asChairmanof the AmericanWaterwaysOperators.

At first glance onefeature that makes the M/V RobertG. Stone Jr. andM/V Archie Wilson stand
out from othertowboatsin the Kirby fled is the shapeof the wheelhouseThe whedhousesand
wheelman consoés are designedto provide an unobstructediiew of the main deckandsides of
thetowboat.The hulls are designed for improvedperformanceThe fud tanksare positionedin
the hull for maxl mum ennronmenta protectlon andthetowboatshavea state of-thmrt steerlng :

The M/V Robett G. Stone Jr, Kirby's new 2100 horsepower towboat, pushesa

- loadedtank-barge onthe Atchafalaya River in Louisiana. The M/V Archie Wil son,
a2100horsepover towhoat, wasplaced in sevice in February 2007 and two additional
2100 horsepower towbodas will-be ddiveredin the 2007 fir st half.
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The “Person In Charge”—Kirby’s Vessel Tankerman
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Every cago trarsfer, whether from a ship or shorefacility to a Kirby tark barge or from a Kirby
tankbaigeto a ship or shore facility, requiresthe sugervision of a United StatesCoastGuard certi
fiedtankeman This role is chdlerging asthejob requiresthat eachtransfer be conductedn an
environmentdly safe and operationally efficient mannerWorking asa certified tankermarnrequres
knowledge, training and focused attention. As a matterof fact, the job of the tankermaris socritical
that during a trandfer, the tarkerman is referred to as“the PIC"—literally, the Persa In Charge

Becauseirby boatsand bargesoperate 24/7/365, thereis more to being atarkermanthansafely
conducting cago trarsfers. Tarkemrmenals assist with ded<hand dutiesincluding using ropesand
linesto ensuie that baigesare properly lashed to the towboat, generd mairterarnce of equipment
andtaking aturmn in the galley prepaing meak for the crew.

Whatdistinguishesthe Kirby tarkermanfrom otherson the United StaesInland Waterways is
theintensetraining ard supevision thatthe individual recavesas he or she progresse toward
full tankermanstatisasa CoastGuard certified Tankerman PIC (Barge) Dangerous Liquid.

Kirby hasedaHlishedand implemeneda rigorous training program to ersure tha every tankerman
is fully capabé of safely andefficiertly loading and dischargng awide variety of liquid products
ranging from refinedpetroleumproductsto hazarcbuscargoes. The program begins with two
weeksof BasicDeckhard Training atthe Kirby Training Center in Channdview, Texas. This train-
ing includeslearring how to make and bre& tow and whatit takesto work on a Kirby towbod,
with the mainfocuson safey. Oncethetraining is comdeted, the new deckhard is assigied to a
Kirby towboatwhele theseskill s are applied under the supervision of a certified tarkerman.

After two 14 to 20 daytours the deckhandeturnsto the Kirby Training Centerfor Basc
Tankerman Training. During this two-weekclass the deckhandearnsthe basicsof tankering
usingKirby’s 1,000barrel tank bargesimulator. The deckhandalsolearnsbasicpollution
prevention and firefighting. The deckhandthenreturnsto the towboatfor four monthsof loading
and dischargetraining underthe supevisionandasseswent of a certified tankermanThis
assesment deermineswhethe the deckhandcan progressfurtherin thetraining program.

After six months of rigoroustraining ard classroomwork, and ten sugervisedloadsanddischames,
the decklandreturns to the Training Center for two more daysof training Called Tankerman
LicensePrepardion, this training includesa review of the handing of hazar@uscarges,pollution
prevention andadditional supervisedtransferson the Training Center’sbargesimulator

The tankermanprogram outlined abovehas reeived United StatesCoag Guad appovd. Those
who complete the program and earn the Kirby Training CenterCertficate meetthetraining, sewvice
andexamination requiremerts for cerification asTankermanPIC (Barge) Dangerous Liquid.
However this doesnot complete the Kirby tankerman’s training. Over the next two yeas, Kirby
tankermenprogressfrom Level 1 to Levd 4 Tankermanas they gan pradficiency in handling a
widerarray of liquid caigoesand advancewithou ary inciderts, splls or other miscuesfrom
onelevelto the next.

A Kirby tankerman aboard the M/V Archie Wil son readiesfor cargo transfer operationsat
a South Louisiana petrochemical plant. Kirby has established and implemented a rigorous
training program to ersure that every tankerman is fully capable of safely and efficiently
loading and discharging a wide variety of liquid products ranging from refined petroleum
products to hazardous cargoes.






Kirby Engine Systems Adds Gulf Coast High-Speed Diesel Engine Service

14

Offers customers a single source for all their engines,gear and transmisson requirements.
Kirby Engine Sydemsheas histotically provided nationwidediesel engineservicesandremanuéc
tured and replacement patts for medum-speedlieselenginesandredudion gearsessentialto the
operationsof marine companis, power generatiorfacilities andrailroad operatos. Kirby services
thesemarkets throughthree subsidiaies: Marine Systems|nc., EngineSystems/nc. andRail
Sysems, Inc. In 2004,throughan aaquisition, Kir by expandedts Midwest Paducah Kentucky
opeationsto indudehigh-speed diesl enginesDuring 2006, Kirby significantly expande

its Gulf Coas operationswith the acquisitionsof two Gulf Coas region high-sped service
providers. Today, Kirby offersits cusbmes a single sourcefor al ther engine gea andtrans
missionservice and parts requirements, furtheradvancing its positionasa recognize leader

and value-addel provider of diesd engineservices.

Acquisition of Global Power Holding Company and Marine Engine Specialists,Inc. In
June2006Kirby acquired Globd for $101.7million, andin July 2006Kirby acquiredMES for
$6.9million. With the purchas of Global, Kirby now operatesactory-authorizedfull-service
maine dealerdhipsfor Cummins Detroit DieselandJohnDeere high-speednginesand Allison
transmissonsin the Gulf Coas region,aswell asanauthorizednarinedealerfor Caterpilkr in
Louisiana The acquidtion of MES addel a full-service JohnDeeredealershipanda Detroit
Diesd savice provider in the Gulf Coastregion.

The high-speedliesl enginepopuldion in the United States is considerablytargerthan the
medium-speedoopuldion, as appioximately 75% of the commercialvesseloperatingin the
United Stateshave high-speed propulson engines. In addition,the high-sped dieselengines
are usal to power shipboad geneators andbargepumps.The best exampleof the useof
medium-speedandhigh-geal diesd enginess Kirby’s marinetrangortationfleet. Kirby
opeaates 128 medium-geal propulson engines on its large” MississippiRiver towboatsand
offshoretugboas. Kirby’s fleet also opaates over 2,000high-speednginesused aspropulsion
engines aswell as to supplypower for geneators andpumpson smallertowboatsand for cargo
transfe pumps on over 900 Kirby tankbarges.

With theacqusitionsof GlobalandMES, Kirby significantly expandedits high-sped servicefor
its MidwestandGulf Coast regions,extendingits capailities from the Grea Lakesto the Gulf
Intracoastal Waterway.

Distributorships. One of the keysto Kirby’'s succasis its long-termrelationshipst has with the
manufacturersof medium-speedand high-sped dieselengines The principal medium-sped
diesd enginesseavicedby Kirby are those manufaturedby Electro-MotiveDiesd, Inc. (‘EMD”).
Kirby has enjoyal a 41-year relationship with EMD, seving asbothanauthorizeddistributor in
certain regionsandmarkes, aswell asan authorizedservice cener. As staded abore, with the
acqusitionsof Global ard MES, Kirby now hasdederstip relationships with Caterpillar,
Cummins, Detroit Diesel andJohn Deere diesé engines, andAllison transmisions.A list of
manufacturerrelationshipsis providedon page?.

Lonnie Dufrere and Lance Landry use a laptop computer to perform diagnostic
checks on a 2000 horsepower Caterpillar 3516B marine man propulsion engine.
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Seavice Technicians and Sevice Locations. Today,Kirby employsover 300 factory-trainedand
authorized projed engineers, mecanicsandmeachinists,providing in-houseandin-field service.
Kirby’s in-houseservice conssts of directsalesof OEM (Original EquipmentManufacturer)
replacementpaits andthe refurbishment or rebuilding of parts,enginesandreductiongearsin
compliancewith factory spedfications.In-hous sevice is providedthroughl5 strategically
located United States paits and service fadlities. In-field serviceis providedby projectenginees
and medchancsthroughouthe world, as Kirby’s serviceteans providethe serviceto meetits cus
tomers needswherever the cusomers equipmaet is located Kirby hasthe ability to supply
project engineers andmedianicsfrom any numberof locationsto supportincreasedcustomer
requirementsin any onegeogaphicarea.During 2006,Kirby’s savice teamsrespondedo
custaners needghroughoutthe United Statesas well asatinternatond destinationsn Bahrain,
China Guam Japan, Mexico, Nigetlia, Peu, Trinidad andVenezuela.

Resuts of Operations. Kirby Engine Systemsreportedrecord revenue for 2006 of $177.0 million,
a6l%increasever2005. Operatng income for 2006 was $26.4 million, a 105% increag over
2005.The operating margin improvedto 14.9%for 2006comparedvith 11.7%for 2005.The
record-setting 2006results reflected the accretiveacquistions of Globd andMES, continued
strongmarine, offshoreoil savice, powergeneratiorandrailroadmarkets higherservicerates
and parts pricing implementedluring 2005and 2006, higherlabor utilization andlarger service
revenueversusdirect parts revenuemix. During 2006,64% of the diesel engineservicesevenue
was from sewice versus 58%for 2005.

Revenues Operating Income Operating Margin
(In millions) (In millions)
14.9%
$177 $26.4
11.7%
0,
104% o0 6796
$110
$85 $83 $86 $12.9
$88 g79 $34
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Seve Colwart performsmaintenance on a 3000 horsepower EMD marine propulsionengine
and a 225 horsepower Cummins powered generator on a Mississippi River towbaat. Kirby
offers its customers a single saurce for all their engine, gear and transmission serviceand

parts requiremerts.
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Shareholder Information

Annual Meeting

The2007Annud Meeting of Stockholders
will be held at 55 Waugh Drive, 8th Floor,
Houdon, Texas77007,at 10:00a.m.
(CDT), Tuesday, April 24,2007.

Corporate Headquarters

Executive Office:

55 WaughDrive, Suite1000
Hougon, Texas77007
Telephone(713)435-1000
Fax:(713) 435-1011

Web site: www.kirbycorp.com

Mailing Address:
P.O. Box 1745
Houdon, Texas77251-1745

Inquiries Regarding

Stock Holdings
Regigeredshaeholders(shareseldin
owner’sname) shouldaddress comnunica
tions coneeming addess changeslost
cettifi catsand stod transersto:

Computeshae Trust Company,N.A.
P.O. Box 43078

Providence, Rhodelsland 02940-3078
Telephone(781) 5752897

Internet: http://computersharecom

Bendficial shareholders(sharesheldin
the name of banks or brokers)should
address comnunicaionsto their banks
or stockbrokers.

All othe inquiries shouldbe addressed
to G. Stephen Holcomb, Vice President—
Investor Relations, at Kirby's corporate

headquaters.

Web Site

Formoreinvedor information,aswell as
information aboutKirby, visit Kirby’s web
site at www.kirbycorp.com

Independent Registered Accountants

KPMG LLP
700 Louisiana, Suite 3000
Hougon, Texas 77002

Common Stock Information
Stod trading symbol—KEX

The New York Stok Exchangds the
principal market for Kirby’s comnon
stok. As of March 1, 2007,therewere
53,175,00@comma shareutstanding
held by approximately 900regigered
shaeholdes. The number of registered
shaeholdes does not reflectthe number
of bendficial owne's of common stock.

Comparison of 5 Year Cumulative Total Return
Reum on $100investedon 12/31/QL in stockor index, including reinvestment of dividends.

Fiscal yea ending Decembe 31.

300

1201 | 12/02 | 12003 | 12/04 | 12/05| 12006

Kirby Corporaton| 100.00 | 99.42 | 126.61 | 16109 | 189.36 | 247.77

200 —~ /

Russell 2000 100.00 | 79.52 | 117.00 | 13855 | 14486 | 17147

Dollars

Dow Jones
US Marine
Trarsportaion

100.00 | 94.06 | 143.06 | 20098 | 22068 | 22315
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Common Stock Market Price

Sales Price
High Low

2007

First Quarter $38.20  $33.06
(throughMarch 1, 2007)

2006

First Quarter $34.30 $25.13
SecondQuater  $40.59  $32.35
Third Quater $41.36 $28.09
FourthQuater ~ $37.05  $30.54
2005

First Quarter $22.79 $19.88
SecondQuater  $22.87  $18.60
Third Quater $22.84 $22.06
FourthQuater  $27.77  $22.96

Financial and
Investor Relations

Copies of Kirby's Form 10-K (whichis
incorporded in this Annual Report)and
copies of Kirby's Form 10-Qreports

are available free of charge Either contact
G. Stephen Holcomb, Vice Presdent—
Investor Relations atKirby's corporate
headwarters, e-mai Stere Holcomb@
kirbycorp.com or visit Kirby’s web site at
www.kirbycorp.com.

Certifications

Kirby has includedasExhibits 31.1and
31.2to its Annud Reporton Form 10-K
for theyear ended Decenber 31, 2006,
filed with the SeauritiesandExchange
Commission, certificatesof the Chief
Executive Officer and Chief Financial
Officer regarding the quality of Kirby’s
public disclosure. In addition,in 2006,
Kirby submitted to the New York Stock
Exchange(NYSE) acertificateof the Chief
Executive Officer certifying thathe wasnot
aware of any violation by Kirby of NYSE
corporde governancelisting standardss
of the dae of the certification.



Robet G. Sbne Jr.
1923- 2006

Rewlution Adoptedby the Board of Directors of Kirby Corpordion, April 25,2006

WHEREASRobertG. Stone Jr. hasservedKirby Corporationfor 23 years first as Chairmanof the Board
from 1983to 1995andthenasa director and ChairmanEmeitus from 1995until his deathon April 18, 2006;

WHEREASwith his agute guidane, creative thinking, calmleadeaship and collegial manner,Bob Stone
steered Kirby throughdifficult timesand wasinstrumentaliin sdting Kirby on its courseto becominghe
premer inlandtank bargetranspotation companyin the United States

WHEREASwhile Bob Stoneis justly acclaimed for his extraordinary contributionsto Harvard University,his
contibutionsto Kirby hawe been equally valuableto Kirby’s stodkholders and empbyees;

RESOLVEDthat the Board of Directors adops theseresolutionsas a memorialto Bob Stonea leade, advisor,
menbr and friendwhos contributionsto Kirby Corporationandits extendedamily throughouthis tenureare
irreplaceablke, butwill continueto beneit Kirby, its stockholdersandits employeesor yearsto come.

<

Kirby Corporation
Corporate Headquarters: 55 Waugh Drive, Suite 1000, Houston, Texas 77007
Mailing Address: P. O. Box 1745, Houston, Texas 77251-1745

(713) 435-1000 Fax: (713) 435-101

Web site: www.kirbycorp.com



