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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements.
HELIX ENERGY SOLUTIONS GROUP, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands)

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable —
Trade, net of allowance for uncollectible accounts of $4,321 and $2,874, respectively
Unbilled revenue
Costs in excess of billing
Other current assets
Total current assets
Property and equipment
Less — accumulated depreciation
Other assets:
Equity investments
Goodwill
Other assets, net

June 30,
2008
(Unaudited)

December 31,
2007

$

$

23,148
402,936
34,431
75,370
162,199
698,084
4,530,881
(994,829)
3,536,052

89,555
447,502
10,715
53,915
125,582
727,269
4,088,561
(843,873)
3,244,688

202,501
1,084,711
213,097
$5,734,445

213,429
1,089,758
177,209
$ 5,452,353

$ 324,961
246,567
95,688
163,656
830,872
1,697,797
599,458
185,828
68,550
3,382,505

$

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Accounts payable
Accrued liabilities
Income taxes payable
Current maturities of long-term debt
Total current liabilities
Long-term debt
Deferred income taxes
Decommissioning liabilities
Other long-term liabilities
Total liabilities
Minority interest
Convertible preferred stock
Commitments and contingencies
Shareholders’ equity:
Common stock, no par, 240,000 shares authorized, 91,867 and 91,385 shares issued, respectively
Retained earnings
Accumulated other comprehensive income
Total shareholders’ equity

275,121
55,000

263,926
55,000

—

—

769,834
1,234,783
17,202
2,021,819
$5,734,445

755,758
1,069,546
21,262
1,846,566
$ 5,452,353

The accompanying notes are an integral part of these condensed consolidated financial statements.
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382,767
221,366
—
74,846
678,979
1,725,541
625,508
193,650
63,183
3,286,861
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HELIX ENERGY SOLUTIONS GROUP, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
(in thousands, except per share amounts)
Three Months Ended
June 30,
2008
2007

Net revenues:
Contracting services
Oil and gas

$346,333
194,161
540,494

$268,492
142,082
410,574

252,269
95,811
348,080

182,464
86,345
268,809

192,414

141,765

Cost of sales:
Contracting services
Oil and gas

Gross profit
Gain on sale of assets, net
Selling and administrative expenses
Income from operations
Equity in earnings (losses) of investments
Net interest expense and other
Income before income taxes
Provision for income taxes
Minority interest
Net income
Preferred stock dividends
Net income applicable to common shareholders

18,803
43,921
167,296
6,155
18,668
154,783
55,925
7,076
91,782
880
$ 90,902

5,684
33,388
114,061
(4,748)
14,286
95,027
33,261
3,119
58,647
945
$ 57,702

Earnings per common share:
Basic

$

1.00

$

0.64

$

0.96

$

0.61

Diluted
Weighted average common shares outstanding:
Basic
Diluted

90,519

90,047

95,928

95,991

The accompanying notes are an integral part of these condensed consolidated financial statements.
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HELIX ENERGY SOLUTIONS GROUP, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS (UNAUDITED)
(in thousands, except per share amounts)
Six Months Ended
June 30,
2008
2007

Net revenues:
Contracting services
Oil and gas

$626,019
365,212
991,231

$533,580
273,049
806,629

472,455
205,483
677,938

360,519
168,730
529,249

313,293

277,380

Gain on sale of assets, net
Selling and administrative expenses
Income from operations
Equity in earnings of investments
Net interest expense and other
Income before income taxes
Provision for income taxes
Minority interest
Net income
Preferred stock dividends
Net income applicable to common shareholders

79,916
91,705
301,504
17,078
44,714
273,868
99,557
7,313
166,998
1,761
$165,237

5,684
63,988
219,076
1,356
27,298
193,134
66,384
11,338
115,412
1,890
$113,522

Earnings per common share:
Basic

$

1.83

$

1.26

$

1.75

$

1.21

Cost of sales:
Contracting services
Oil and gas

Gross profit

Diluted
Weighted average common shares outstanding:
Basic
Diluted

90,511

90,021

95,652

95,262

The accompanying notes are an integral part of these condensed consolidated financial statements.
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HELIX ENERGY SOLUTIONS GROUP, INC. AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS (UNAUDITED)
(in thousands)
Six Months Ended
June 30,
2008
2007

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by (used in) operating activities —
Depreciation, depletion and amortization
Asset impairment charge
Equity in losses of investments, inclusive of impairment charge
Amortization of deferred financing costs
Stock compensation expense
Deferred income taxes
Excess tax benefit from stock-based compensation
Gain on sale of assets
Minority interest
Changes in operating assets and liabilities:
Accounts receivable, net
Other current assets
Margin deposits
Income tax payable
Accounts payable and accrued liabilities
Other noncurrent, net
Net cash provided by operating activities

$ 166,998

$ 115,412

170,820
17,028
2,304
2,503
13,552
(23,064)
(2,567)
(79,916)
7,313

143,462
904
10,865
1,522
7,472
36,477
(432)
(5,684)
11,338

14,342
3,141
(73,200)
107,142
(74,889)
(61,178)
190,329

3,501
93
—
(162,044)
3,655
(42,850)
123,691

Cash flows from investing activities:
Capital expenditures
Sale of short-term investments
Investments in equity investments
Distributions from equity investments, net
Proceeds from sales of property
Other
Net cash used in investing activities

(554,800)
—
(708)
9,118
229,243
(400)
(317,547)

(431,482)
275,395
(15,265)
6,279
4,339
(687)
(161,421)

Cash flows from financing activities:
Repayment of Helix Term Notes
Borrowings on Helix Revolver
Repayments on Helix Revolver
Repayment of MARAD borrowings
Borrowings on CDI Revolver
Repayments on CDI Revolver
Repayments on CDI Term Notes
Deferred financing costs
Capital lease payments
Preferred stock dividends paid
Repurchase of common stock
Excess tax benefit from stock-based compensation
Exercise of stock options, net
Net cash provided by (used in) financing activities

(2,163)
541,500
(444,500)
(1,982)
32,500
(23,000)
(40,000)
(1,709)
—
(1,761)
(3,223)
2,567
2,138
60,367

(4,200)
—
—
(1,888)
6,600
(67,600)
—
(88)
(1,249)
(1,890)
(3,969)
432
802
(73,050)

444
(66,407)

906
(109,874)

Effect of exchange rate changes on cash and cash equivalents
Net decrease in cash and cash equivalents
Cash and cash equivalents:
Balance, beginning of year
Balance, end of period

89,555
$ 23,148

The accompanying notes are an integral part of these condensed consolidated financial statements.
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HELIX ENERGY SOLUTIONS GROUP, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS (UNAUDITED)
Note 1 — Basis of Presentation
The accompanying condensed consolidated financial statements include the accounts of Helix Energy Solutions Group, Inc. and its majorityowned subsidiaries (collectively, “Helix” or the “Company”). Unless the context indicates otherwise, the terms “we,” “us” and “our” in this report refer
collectively to Helix and its majority-owned subsidiaries. All material intercompany accounts and transactions have been eliminated. These
condensed consolidated financial statements are unaudited, have been prepared pursuant to instructions for the Quarterly Report on Form 10-Q
required to be filed with the Securities and Exchange Commission (“SEC”), and do not include all information and footnotes normally included in
annual financial statements prepared in accordance with U.S. generally accepted accounting principles.
The accompanying condensed consolidated financial statements have been prepared in conformity with U.S. generally accepted accounting
principles and are consistent in all material respects with those applied in our Annual Report on Form 10-K for the year ended December 31, 2007
(“2007 Form 10-K”). The preparation of these financial statements requires us to make estimates and judgments that affect the amounts reported
in the financial statements and the related disclosures. Actual results may differ from our estimates. Management has reflected all adjustments
(which were normal recurring adjustments unless otherwise disclosed herein) that it believes are necessary for a fair presentation of the condensed
consolidated balance sheets, results of operations, and cash flows, as applicable. Operating results for the period ended June 30, 2008 are not
necessarily indicative of the results that may be expected for the year ending December 31, 2008. Our balance sheet as of December 31, 2007
included herein has been derived from the audited balance sheet as of December 31, 2007 included in our 2007 Form 10-K. These condensed
consolidated financial statements should be read in conjunction with the annual consolidated financial statements and notes thereto included in our
2007 Form 10-K.
Certain reclassifications were made to previously reported amounts in the condensed consolidated financial statements and notes thereto to
make them consistent with the current presentation format.
Note 2 — Company Overview
We are an international offshore energy company that provides reservoir development solutions and other contracting services to the energy
market as well as to our own oil and gas properties. Our Contracting Services segment utilizes our vessels, offshore equipment and proprietary
technologies to deliver services that reduce finding and development costs and cover the complete lifecycle of an offshore oil and gas field. Our
Oil and Gas segment engages in prospect generation, exploration, development and production activities. We operate primarily in the Gulf of
Mexico, North Sea, Asia/Pacific and Middle East regions.
Contracting Services Operations
We seek to provide services and methodologies which we believe are critical to finding and developing offshore reservoirs and maximizing
production economics, particularly from marginal fields. By “marginal”, we mean reservoirs that are no longer wanted by major operators or are too
small to be material to them. Our “life of field” services are organized in five disciplines: construction, well operations, production facilities,
reservoir and well technology services, and drilling. We have disaggregated our contracting services operations into three reportable segments in
accordance with Financial Accounting Standards Board (“FASB”) Statement No. 131, Disclosures about Segments of an Enterprise and Related
Information (“SFAS No. 131”): Contracting Services (which currently includes subsea construction, well operations and reservoir and well
technology services and in the future, drilling); Shelf Contracting; and Production Facilities. Within our contracting services operations, we operate
primarily in the Gulf of Mexico, the North Sea, Asia/Pacific and Middle East regions, with services that cover the lifecycle of an offshore oil or gas
field. The assets of our Shelf Contracting segment are the
5
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assets of Cal Dive International, Inc. and its subsidiaries (“Cal Dive” or “CDI”). Our ownership in CDI was approximately 58.2% as of June 30,
2008.
Oil and Gas Operations
In 1992 we began our oil and gas operations to provide a more efficient solution to offshore abandonment, to expand our off-season asset
utilization of our contracting services assets and to achieve incremental returns to our contracting services. Over the last 16 years we have
evolved this business model to include not only mature oil and gas properties but also proved and unproved reserves yet to be developed and
explored. This has led to the assembly of services that allows us to create value at key points in the life of a reservoir from exploration through
development, life of field management and operating through abandonment.
Note 3 — Statement of Cash Flow Information
We define cash and cash equivalents as cash and all highly liquid financial instruments with original maturities of less than three months. As of
June 30, 2008 and December 31, 2007, we had $35.2 million and $34.8 million, respectively, of restricted cash. Almost all of our restricted cash
was related to funds required to be escrowed to cover decommissioning liabilities associated with the South Marsh Island 130 (“SMI 130”)
acquisition in 2002 by our Oil and Gas segment. These amounts were reported in Others Assets, Net. We had fully satisfied the escrow
requirement as of June 30, 2008. We may use the restricted cash for decommissioning the related field.
The following table provides supplemental cash flow information for the six months ended June 30, 2008 and 2007 (in thousands):
Six Months Ended
June 30,
2008

Interest paid
Income taxes paid

$33,747
$15,480

2007

$ 49,709
$191,950

Non-cash investing activities for the six months ended June 30, 2008 included $19.5 million of accruals for capital expenditures. Non-cash
investing activities for the six months ended June 30, 2007 were immaterial. The accruals have been reflected in the condensed consolidated
balance sheet as an increase in property and equipment and accounts payable.
Note 4 — Acquisition of Horizon Offshore, Inc.
On December 11, 2007, CDI acquired 100% of Horizon Offshore, Inc. (“Horizon”), a marine construction services company headquartered in
Houston, Texas. Upon consummating the merger of Horizon into a subsidiary of CDI, each share of Horizon common stock, par value $0.00001
per share, was converted into the right to receive $9.25 in cash and 0.625 shares of CDI’s common stock. All shares of Horizon restricted stock
that had been issued but had not vested prior to the effective time of the merger became fully vested at such time and converted into the right to
receive the merger consideration. CDI issued approximately 20.3 million shares of common stock and paid approximately $300 million in cash to
the former Horizon stockholders upon completion of the acquisition. The cash portion of the merger consideration was paid from cash on hand and
from borrowings of $375 million under CDI’s $675 million credit facility, which consists of a $375 million senior secured term loan and a
$300 million senior secured revolving credit facility (see “—Note 9—Long-Term Debt” below).
We recognized a non-cash pre-tax gain of $151.7 million ($98.6 million net of taxes of $53.1 million) in December 2007 as the value of our
interest in CDI’s underlying equity increased as a result of CDI’s issuance of 20.3 million shares of common stock to former Horizon stockholders.
The gain was
6
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calculated as the difference in the value of our investment in CDI immediately before and after CDI’s stock issuance.
The aggregate purchase price, including transaction costs of $7.7 million, was approximately $630 million, consisting of $308 million of cash
and $322 million of CDI stock. CDI also assumed and repaid approximately $104 million in Horizon’s debt, including accrued interest and
prepayment penalties, and acquired $171 million of cash. Through the acquisition, CDI acquired nine construction vessels, including four
pipelay/pipebury barges, one dedicated pipebury barge, one dive support vessel, one combination derrick/pipelay barge and two derrick barges.
The acquisition was accounted for as a business combination with the acquisition price allocated to the assets acquired and liabilities assumed
based upon their estimated fair values.
The following table summarizes the estimated preliminary fair values of the assets acquired and liabilities assumed at the date of acquisition
(in thousands):
Cash
Other current assets
Property and equipment
Goodwill
Intangible assets (1)
Other long-term assets
Total assets acquired

$170,607
157,137
351,147
258,083
9,510
15,270
$961,754

Current liabilities
Long-term debt
Deferred income taxes
Other non-current liabilities
Total liabilities assumed

$176,388
87,641
67,501
100
$331,630

Net assets acquired
(1)

$630,124

The intangible assets relate to the fair value of contract backlog, customer relationships and non-compete agreements between CDI and
certain members of Horizon’s senior management as follows (amounts in thousands):
Fair Value

Customer relationships
Contract backlog
Non-compete
Trade name
Total

$ 3,060
2,960
3,000
490
$ 9,510

Amortization
Period

5 years
1.5 years
1 year
7 years

At June 30, 2008, the net carrying amount for these intangible assets was $6.6 million.
The allocation of the purchase price was based upon preliminary valuations. Estimates and assumptions are subject to change upon the
receipt and CDI management’s review of the final valuations. The primary area of the purchase price allocation that is not yet finalized relates to
post-closing purchase price adjustments and the receipt of final valuations. The final valuation of net assets is expected to be completed no later
than one year from the acquisition date. The results of Horizon are included in our Shelf Contracting segment in the accompanying condensed
consolidated statements of operations since the date of purchase.
7
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The following unaudited pro forma combined operating results of us and Horizon for the three and six months ended June 30, 2007 are
presented as if the acquisition had occurred on January 1, 2007 (in thousands, except per share data):

Net revenues
Income before income taxes
Net income
Net income applicable to common shareholders
Earnings per common share:
Basic
Diluted

Three Months
Ended
June 30, 2007

Six Months
Ended
June 30, 2007

$ 523,465
82,395
51,729
50,784

$ 1,002,087
179,251
103,757
101,867

$
$

$
$

0.56
0.54

1.13
1.09

The pro forma operating results reflect adjustments for the increases in depreciation related to the “step-up” of the acquired assets to their fair
value and to reflect depreciation calculations under the straight-line method instead of the units-of-production method used by Horizon. Pro forma
results include the amortization of identifiable intangible assets. We estimated interest expense based upon increases in CDI’s long-term debt to
fund the cash portion of the purchase price at an estimated annual interest rate of 7.55% for the three and six months ended June 30, 2007, based
upon the interest rate of CDI’s new term loan of three month LIBOR plus 2.25%. The pro forma adjustment to income tax reflects the statutory
federal and state income tax impacts of the pro forma adjustments to our pretax income with an applied tax rate of 35%. The unaudited pro forma
combined results of operations are not indicative of the actual results had the acquisition occurred on January 1, 2007 or of future operations of the
combined companies. All material intercompany transactions between us and Horizon were eliminated.
Note 5 — Well Ops SEA Pty Ltd. Acquisition
In October 2006, we acquired a 58% interest in Seatrac Pty Ltd. (“Seatrac”) for total consideration of approximately $12.7 million (including
$0.2 million of transaction costs), with approximately $9.1 million paid to existing Seatrac shareholders and $3.4 million for subscription of new
Seatrac shares. We renamed this entity Well Ops SEA Pty Ltd. (“WOSEA”). WOSEA is a subsea well intervention and engineering services
company located in Perth, Australia. Under the terms of the purchase agreement, we had an option to purchase the remaining 42% of the entity for
approximately $10.1 million. On July 1, 2007, we exercised this option and now own 100% of the entity. In addition, the agreement with the
existing shareholders provides for an earnout period of five years from July 1, 2007. If during this five-year period WOSEA achieves certain
financial performance objectives, the shareholders will be entitled to additional consideration of approximately $5.8 million. For the period from
July 1, 2007 to June 30, 2008, the performance objectives were not reached, hence no additional consideration was paid. This purchase was
accounted for as a business combination with the acquisition price allocated to the assets acquired and liabilities assumed based upon their
estimated fair value, with the excess being recorded as goodwill. The following table summarizes the estimated fair values of the assets acquired
and liabilities assumed at July 1, 2007 (in thousands):
8
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Cash and cash equivalents
Other current assets
Property and equipment
Goodwill
Total assets acquired

$ 2,307
3,730
7,937
13,682
$ 27,656

Accounts payable and accrued liabilities
Deferred income taxes
Other non-current liabilities
Total liabilities assumed

$ 3,723
960
241
$ 4,924

Net assets acquired

$ 22,732

The allocation of the purchase price was finalized on June 30, 2008. The results of WOSEA have been included in the accompanying
consolidated statements of operations in our Contracting Services segment since the date of our respective purchases. Pro forma combined
operating results for the six months ended June 30, 2007 are not provided because the pre-acquisition results related to WOSEA were immaterial
to the historical results of the Company.
Note 6 — Oil and Gas Properties
We follow the successful efforts method of accounting for our interests in oil and gas properties. Under the successful efforts method, the
costs of successful wells and leases containing productive reserves are capitalized. Costs incurred to drill and equip development wells, including
unsuccessful development wells, are capitalized. Costs incurred relating to unsuccessful exploratory wells are expensed in the period in which the
drilling is determined to be unsuccessful.
As of June 30, 2008, we capitalized approximately $19.1 million of exploratory drilling costs associated with ongoing exploration and/or
appraisal activities. Such capitalized costs may be charged against earnings in future periods if management determines that commercial
quantities of hydrocarbons have not been discovered or that future appraisal drilling or development activities are not likely to occur. The following
table provides a detail of our capitalized exploratory project costs at June 30, 2008 and December 31, 2007 (in thousands):

Huey
Castleton (part of Gunnison)
Other
Total

June 30,
2008

December 31,
2007

$ 11,556
7,071
486
$ 19,113

$

$

11,556
7,071
469
19,096

As of June 30, 2008, the exploratory well costs for Castleton and Huey had been capitalized for longer than one year. We are not the operator
of Castleton.
The following table reflects net changes in suspended exploratory well costs during the six months ended June 30, 2008 (in thousands):
2008

Beginning balance at January 1,
Additions pending the determination of proved reserves
Reclassifications to proved properties
Credit to dry hole expense
Ending balance at June 30,

$ 19,096
735
(734)
16
$ 19,113

Further, the following table details the components of exploration expense for the three and six months ended June 30, 2008 and 2007 (in
thousands):
9
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Three Months Ended
June 30,
2008
2007

Delay rental and geological and geophysical costs
Dry hole expense
Total exploration expense

$ 1,438
36
$ 1,474

$ 2,988
(10)
$ 2,978

Six Months Ended
June 30,
2008
2007

$ 3,378
(16)
$ 3,362

$ 4,052
116
$ 4,168

On March 31, 2008, we agreed to sell a 30% working interest in the Bushwood discoveries (Garden Banks Blocks 463, 506 and 507) and other
Outer Continental Shelf oil and gas properties (East Cameron blocks 371 and 381), in two separate transactions to affiliates of a private
independent oil and gas company for total cash consideration of approximately $181.2 million (which includes the purchasers’ share of incurred
capital expenditures on these fields), and additional potential cash payments of up to $20 million based upon certain field production milestones.
The new co-owners will also pay their pro rata share of all future capital expenditures related to the exploration and development of these fields.
The assumption of certain decommissioning liabilities will be satisfied on a pro rata share basis between the new co-owners and us. We received
$120.8 million related to the sale of a 20% working interest and related to the reimbursement of capital expenditures on these fields from the
purchasers. We have also received $60.4 million for the 10% sale in the second quarter 2008. Proceeds from the sale of these properties were
used to pay down our outstanding revolving loans in April 2008. As a result of these sales, we recognized a pre-tax gain of $91.6 million (of which
$61.1 million was recognized in first quarter 2008).
In May 2008, we sold all our interests in our onshore proved and unproved oil and gas properties located in the states of Texas, Mississippi,
Louisiana, Oklahoma, New Mexico and Wyoming (“Onshore Properties”) to an unrelated investor. We sold these Onshore Properties for cash
proceeds of $47.2 million and recorded a related loss of $11.9 million in the second quarter of 2008. Included in the cost basis of the Onshore
Properties was an $8.1 million allocation of goodwill from our Oil and Gas segment. Following the allocation of goodwill, we performed an
impairment test for the remaining goodwill of $704.3 million related to our Oil and Gas segment and no impairment was indicated.
As a result of our unsuccessful development well in January 2008 on Devil’s Island (Garden Banks 344), we recognized impairment expense of
$14.6 million in the first half of 2008. Costs incurred as of December 31, 2007 of $20.9 million related to this well were charged to income in 2007.
Note 7 — Details of Certain Accounts (in thousands)
Other Current Assets consisted of the following as of June 30, 2008 and December 31, 2007:
June 30,
2008

Other receivables
Prepaid insurance
Other prepaids
Current deferred tax assets
Insurance claims to be reimbursed
Gas imbalance
Inventory
Income tax receivable
Margin deposits
Other

$ 10,824
2,281
26,104
14,359
7,018
7,036
36,445
—
50,563
7,569
$162,199
10

December 31,
2007

$

$

6,733
21,133
14,922
13,810
10,173
6,654
29,925
8,838
—
13,394
125,582
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Other Assets, Net, consisted of the following as of June 30, 2008 and December 31, 2007:
June 30,
2008

Restricted cash
Margin deposits
Deposits
Deferred drydock expenses, net
Deferred financing costs
Intangible assets with definite lives, net
Intangible asset with indefinite life
Contract receivables
Other

$ 35,198
22,637
3,419
83,970
38,793
18,568
7,043
—
3,469
$213,097

December 31,
2007

$

$

34,788
—
8,417
47,964
39,290
22,216
7,022
14,635
2,877
177,209

Accrued Liabilities consisted of the following as of June 30, 2008 and December 31, 2007:
June 30,
2008

Accrued payroll and related benefits
Royalties payable
Current decommissioning liability
Unearned revenue
Billings in excess of costs
Insurance claims to be reimbursed
Accrued interest
Accrued severance(1)
Deposit
Hedge liability
Other

(1)

$ 31,494
36,880
23,829
8,500
6,861
7,018
34,637
2,561
17,000
28,054
49,733
$246,567

December 31,
2007

$

$

50,389
21,974
23,829
1,140
20,403
14,173
7,090
14,786
13,600
10,308
43,674
221,366

Balance at December 31, 2007 was related to payments made to former Horizon personnel in the first quarter of 2008 as a result of the
acquisition by CDI. Balance at June 30, 2008 was related to the separation of two of our former executive officers from the Company (See
“Note — 17 — Resignation of Executive Officers”).

Note 8 — Equity Investments
As of June 30, 2008, we have the following material investments that are accounted for under the equity method of accounting:
•

Deepwater Gateway, L.L.C. In June 2002, we, along with Enterprise Products Partners L.P. (”Enterprise”), formed Deepwater Gateway,
L.L.C. (“Deepwater Gateway”) (each with a 50% interest) to design, construct, install, own and operate a tension leg platform (“TLP”)
production hub primarily for Anadarko Petroleum Corporation’s Marco Polo field in the Deepwater Gulf of Mexico. Our investment in
Deepwater Gateway totaled $108.6 million and $112.8 million as of June 30, 2008 and December 31, 2007, respectively, and was included
in our Production Facilities segment.

•

Independence Hub, LLC. In December 2004, we acquired a 20% interest in Independence Hub, LLC (“Independence”), an affiliate of
Enterprise. Independence owns the “Independence Hub” platform
11
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located in Mississippi Canyon block 920 in a water depth of 8,000 feet. First production began in July 2007. Our investment in
Independence was $90.6 million and $95.7 million as of June 30, 2008 and December 31, 2007, respectively (including capitalized
interest of $6.0 million and $6.2 million at June 30, 2008 and December 31, 2007, respectively), and was included in our Production
Facilities segment.
Note 9 — Long-Term Debt
Senior Unsecured Notes
On December 21, 2007, we issued $550 million of 9.5% Senior Unsecured Notes due 2016 (“Senior Unsecured Notes”). Interest on the Senior
Unsecured Notes is payable semiannually in arrears on each January 15 and July 15, commencing July 15, 2008. The Senior Unsecured Notes
are fully and unconditionally guaranteed by all of our existing restricted domestic subsidiaries, except for CDI and its subsidiaries and Cal Dive ITitle XI, Inc. In addition, any future restricted domestic subsidiaries that guarantee any of our and/or our restricted subsidiaries’ indebtedness are
required to guarantee the Senior Unsecured Notes. CDI, the subsidiaries of CDI, Cal Dive I -Title XI, Inc., and our foreign subsidiaries are not
guarantors. We used the proceeds from the Senior Unsecured Notes to repay outstanding indebtedness under our senior secured credit facilities
(see below).
Senior Credit Facilities
On July 3, 2006, we entered into a credit agreement (the “Senior Credit Facilities”) under which we borrowed $835 million in a term loan (the
“Term Loan”) and were initially able to borrow up to $300 million (the “Revolving Loans”) under a revolving credit facility (the “Revolving Credit
Facility”). The proceeds from the Term Loan were used to fund the cash portion of the Remington Oil and Gas Corporation (“Remington”)
acquisition. This facility was subsequently amended on November 27, 2007, and as part of that amendment, an accordion feature was added that
allows for increases in the Revolving Credit Facility up to $150 million, subject to availability of borrowing capacity provided by new or existing
lenders. On May 29, 2008, we completed a $120 million increase in the Revolving Credit Facility utilizing this accordion feature. Total borrowing
capacity under the Revolving Credit Facility now totals $420 million. The full amount of the Revolving Credit Facility may be used for issuances of
letters of credit.
The Term Loan matures on July 1, 2013 and is subject to quarterly scheduled principal payments. As a result of a $400 million prepayment
made in December 2007, the quarterly scheduled principal payment was reduced from $2.1 million to $1.1 million. The Revolving Loans mature on
July 1, 2011. At June 30, 2008, we had outstanding $115.0 million in borrowings under our Revolving Loans and $28.8 million of unsecured letters
of credit, and there were $276.2 million available under the Revolving Loans.
The Term Loan currently bears interest at the one-, three- or six-month LIBOR at our election plus a 2.00% margin. Our average interest rate on
the Term Loan for the six months ended June 30, 2008 and 2007 was approximately 5.7% and 7.3%, respectively, including the effects of our
interest rate swaps (see below). The Revolving Loans bear interest based on one-, three- or six-month LIBOR at our election plus a margin ranging
from 1.00% to 2.25%. Margins on the Revolving Loans will fluctuate in relation to the consolidated leverage ratio as provided in the Senior Credit
Facilities. Our average interest rate on the Revolving Loans for the six months ended June 30, 2008 was approximately 5.8%.
As the rates for our Term Loan are subject to market influences and will vary over the term of the Senior Credit Facilities, we entered into
various interest rate swaps to stabilize cash flows relating to a portion of our interest payments for our Term Loan. See detailed description related
to these swaps in “—Note 11 — Hedging Activities” below.
12
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Cal Dive International, Inc. Revolving Credit Facility
In December 2007, CDI entered into a secured credit facility with certain financial institutions, consisting of a $375 million term loan, and a
$300 million revolving credit facility. This credit facility replaced the credit facility CDI entered into in November 2006 prior to its initial public
offering. On December 11, 2007, CDI borrowed $375 million under the term loan to fund the cash portion of the merger consideration in connection
with CDI’s acquisition of Horizon and to retire Horizon’s existing debt. At June 30, 2008, CDI had $335.0 million of term loan outstanding and
$9.5 million in borrowings under its revolving credit facility. In addition, CDI had $22.1 million of unsecured letters of credit outstanding with
$268.4 million available under its revolving credit facility.
Loans under this facility are non-recourse to Helix. The term loan and the revolving loans bear interest in relation to the LIBOR. During the six
months ended June 30, 2008 and 2007, CDI’s average interest rate was 6.2%.
As the rates for CDI’s term loan are subject to market influences and will vary over the term of the loan, CDI entered into an interest rate swap
to stabilize cash flows relating to a portion of its interest payments for the CDI term loan. See detailed description related to this swap in “—Note
11 — Hedging Activities” below.
Convertible Senior Notes
On March 30, 2005, we issued $300 million of our Convertible Senior Notes at 100% of the principal amount to certain qualified institutional
buyers. The Convertible Senior Notes are convertible into cash and, if applicable, shares of our common stock based on the specified conversion
rate, subject to adjustment.
The Convertible Senior Notes can be converted prior to the stated maturity under certain triggering events specified in the indenture governing
the Convertible Senior Notes. In second quarter 2008, the closing sale price of our common stock for at least 20 trading days in the period of 30
consecutive trading days ending on June 30, 2008 exceeded 120% of the conversion price (i.e., exceeded $38.56 per share). As a result, pursuant
to the terms of the indenture, the Convertible Senior Notes can be converted during the third quarter of 2008. We expect to have approximately
$210 million available capacity under our Revolving Loans to cover the conversion during the third quarter 2008 (the conversion period). As a
result, $210 million of the Convertible Senior Notes remained in long-term debt and $90 million was reclassified to current maturities of long-term
debt. If in future quarters the conversion price trigger is met and we do not have alternative long-term financing or commitments available to cover
the conversion (or a portion thereof), the portion uncovered would be classified as a current liability in the accompanying balance sheet.
Approximately 1.2 million and 965,000 shares underlying the Convertible Senior Notes were included in the calculation of diluted earnings per
share for the three and six months ended June 30, 2008, respectively, and approximately 1.6 million shares and 977,000 shares for the three and
six months ended June 30, 2007, respectively, because our average share price for the respective periods was above the conversion price of
approximately $32.14 per share. In the event our average share price exceeds the conversion price, there would be a premium, payable in shares
of common stock, in addition to the principal amount, which is paid in cash, and such shares would be issued on conversion. The maximum
number of shares of common stock which may be issued upon conversion of the Convertible Senior Notes is 13,303,770.
MARAD Debt
At June 30, 2008 and December 31, 2007, $125.5 million and $127.5 million was outstanding on our long-term financing for construction of the
Q4000. This U.S. government guaranteed financing (“MARAD Debt”) is pursuant to Title XI of the Merchant Marine Act of 1936 which is
administered by the Maritime Administration. The MARAD Debt is payable in equal semi-annual installments which began in August 2002
13
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and matures 25 years from such date. The MARAD Debt is collateralized by the Q4000, with us guaranteeing 50% of the debt. In September 2005,
we fixed the interest rate on the debt through the issuance of a 4.93% fixed-rate note with the same maturity date (February 2027).
In accordance with the Senior Unsecured Notes, amended Senior Credit Facilities, Convertible Senior Notes, MARAD Debt agreements and
CDI’s credit facility, we are required to comply with certain covenants and restrictions, including the maintenance of minimum net worth, annual
working capital and debt-to-equity requirements. As of June 30, 2008, we were in compliance with these covenants and restrictions. The Senior
Unsecured Notes and Senior Credit Facilities contain provisions that limit our ability to incur certain types of additional indebtedness.
Other
On June 19, 2007, Kommandor LLC entered into a term loan agreement (“Nordea Loan Agreement”) with Nordea Bank Norge ASA. Pursuant to
the Nordea Loan Agreement, the lenders will make available to Kommandor LLC up to $45.0 million pursuant to a secured term loan facility.
Kommandor LLC will use all amounts borrowed under the facility to repay its existing subordinated indebtedness for the long-term financing of the
Vessel and to fund expenses and fees related to the conversion of such Vessel to operate as a floating production unit. Kommandor LLC expects
this borrowing to occur in the fourth quarter of 2008 upon the delivery of the Vessel after its initial conversion, and at such time, in accordance with
the provisions of FIN 46, the entire obligation will be included in our consolidated balance sheet. The funding of the amount set forth in the draw
request is subject to certain customary conditions.
On June 30, 2008, we entered into a Guaranty Facility Agreement with Nordea and its affiliate, Nordea Bank Finland Plc (together, the
“Guarantee Provider”). This facility provides us with $20 million of capacity for issuances of letters of credit that are required from time to time in
our business for performance guarantees or warranty requirements. The facility has a maturity date of 364 days, and may be renewed annually for
successive 364-day periods at the lenders’ option. Fees for letters of credit issued under the facility are 1.00% of the face amount of the letter of
credit. As of June 30, 2008, we had $7.2 million of unsecured letters of credit outstanding under this facility. This facility is unsecured; however, in
the event that the facility is not renewed and letters of credits remain outstanding, we may be required to provide cash collateral for 105% of the
face amount of the letters of credit.
Deferred financing costs of $38.8 million and $39.3 million are included in Other Assets, Net as of June 30, 2008 and December 31, 2007,
respectively, and are being amortized over the life of the respective loan agreements.
Scheduled maturities of long-term debt and capital lease obligations outstanding as of June 30, 2008 were as follows (in thousands):

Less than one year
One to two years
Two to three years
Three to four years
Four to five years
Over five years
Long-term debt
Current maturities
Long-term debt, less
current maturities

Helix
Term
Loan
$ 4,326
4,326
4,326
4,326
4,326
399,625
421,255
(4,326)

Helix
Revolving
Loans
$
—
—
—
115,000
—
—
115,000
—

CDI
Term
Loan
$ 60,000
80,000
80,000
80,000
35,000
—
335,000
(60,000)

CDI
Revolving
Loans
$
—
—
—
—
9,500
—
9,500
—

Senior
Unsecured
Notes
$
—
—
—
—
—
550,000
550,000
—

Convertible
Senior
Notes(2)
$
90,000
—
—
210,000
—
—
300,000
(90,000)

MARAD
Debt
$ 4,112
4,318
4,533
4,760
4,997
102,760
125,480
(4,112)

Other(1)
$ 5,218
—
—
—
—
—
5,218
(5,218)

Total
$ 163,656
88,644
88,859
414,086
53,823
1,052,385
1,861,453
(163,656)

$ 416,929

$ 115,000

$ 275,000

$

$

$

$ 121,368

$

$ 1,697,797

9,500

550,000

210,000

—

(1)

Includes $5 million loan provided by Kommandor RØMØ to Kommandor LLC and capital leases of $0.2 million.

(2)

Maturity 2025. Can be converted prior to stated maturity. In second quarter 2008, the conversion trigger was met, so the notes can be
converted during third quarter 2008. As of June 30, 2008, we have approximately $210 million available to cover the conversion during the
third quarter 2008 (the conversion period). As
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a result, $210 million of the Convertible Senior Notes remained in long-term debt (with the same maturity as the Revolving Loans) and
$90 million was reclassified to current maturities of long-term debt. If in future quarters the conversion price trigger is met and we do not have
alternative long-term financing or commitments available to cover the conversion (or a portion thereof), the portion uncovered would be
classified as a current liability in the accompanying balance sheet.
Our total exposure under letters of credit outstanding at June 30, 2008 was approximately $53.3 million. These letters of credit primarily
guarantee various contract bidding, contractual performance and insurance activities and shipyard commitments. The following table details our
interest expense and capitalized interest for the three and six months ended June 30, 2008 and 2007 (in thousands):
Three Months Ended
June 30,
2008
2007

Interest expense
Interest income
Capitalized interest
Interest expense, net

$ 29,692
(586)
(9,602)
$ 19,504

$ 23,153
(1,933)
(6,396)
$ 14,824

Six Months Ended
June 30,
2008
2007

$ 64,575
(1,628)
(20,573)
$ 42,374

$ 46,246
(6,575)
(11,799)
$ 27,872

Note 10 — Income Taxes
The effective tax rate for the six months ended June 30, 2008 and June 30, 2007 was 36.4% and 34.4%, respectively. The effective tax rate
for the first half of 2008 increased as compared to the same prior year period because of the following factors:
§

additional deferred tax expense was recorded as a result of the increase in the equity earnings of CDI in excess of our tax basis in CDI;
and

§

the allocation of goodwill to the cost basis for the Onshore Properties sale is not allowable for tax purposes.

These increases were partially offset by the increased benefit derived from the Internal Revenue Code §199 manufacturing deduction as it primarily
related to oil and gas production and the effect of lower tax rates in certain foreign jurisdictions.
We believe our recorded assets and liabilities are reasonable; however, tax laws and regulations are subject to interpretation and tax litigation is
inherently uncertain; therefore our assessments can involve a series of complex judgments about future events and rely heavily on estimates and
assumptions. See detailed description related to a tax assessment in “—Note 19 – Commitments and Contingencies” below.
Note 11 — Hedging Activities
We are currently exposed to market risk in three major areas: commodity prices, interest rates and foreign currency exchange rates. Our risk
management activities include the use of derivative financial instruments to hedge the impact of market price risk exposures primarily related to
our oil and gas production, variable interest rate exposure and foreign currency exchange rate exposure, as well as non-derivative forward sale
contracts to reduce commodity price risk on sales of hydrocarbons.
Commodity Hedges
We have entered into various cash flow hedging costless collar and swap contracts to stabilize cash flows relating to a portion of our expected
oil and gas production. All of these qualify for hedge accounting. The aggregate fair value of the hedge instruments was a net liability of $23.7
million and $8.1 million as of June 30, 2008 and December 31, 2007, respectively. We recorded unrealized losses of approximately $6.6 million
and $10.1 million, net of tax benefit of $3.5 million and $5.5 million during the three and six months ended June 30, 2008, respectively, in
accumulated other comprehensive income, a component of shareholders’ equity, as these hedges were highly effective. For the three and six
months ended June 30, 2007, we recorded unrealized gains (losses) of approximately $4.7 million and $(3.6)
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million, net of tax expense (benefit) of $2.5 million and $(1.9) million during the three and six months ended June 30, 2007, respectively, During the
three and six months ended June 30, 2008, we reclassified approximately $15.1 million and $19.1 million of losses from other comprehensive
income to net revenues upon the sale of the related oil and gas production. For the three and six months ended June 30, 2007, we reclassified
approximately $0.2 million and $2.3 million of gains from other comprehensive income to net revenues.
As of June 30, 2008, we had the following volumes under derivative and forward sale contracts related to our oil and gas producing activities
totaling 2,475 MBbl of oil and 29,605,800 MMbtu of natural gas:
Instrument Type

Average
Monthly Volumes

Weighted
Average Price

Crude Oil:
July 2008 – December 2008
July 2008 – December 2008
July 2008 – December 2009

Collar
Swap
Forward Sale

30 MBbl
40 MBbl
114,167 MBbl

$60.00 — $82.38
$107.02
$71.84

Natural Gas:
July 2008 – December 2008
July 2008 – December 2009

Collar
Forward Sale

375,000 MMBtu
1,519,767 MMBtu

$7.50 — $11.22
$8.26

Production Period

Changes in NYMEX oil and gas strip prices would, assuming all other things being equal, cause the fair value of these instruments to increase
or decrease inversely to the change in NYMEX prices.
Interest Rate Hedges
As interest rates for some of our long-term debt are subject to market influences and will vary over the term of the debt, we entered into various
interest rate swaps to stabilize cash flows relating to a portion of our interest payments related to our variable interest debt. Changes in the interest
rate swap fair value are deferred to the extent the swap is effective and are recorded as a component of accumulated other comprehensive income
until the anticipated interest payments occur and are recognized in interest expense. The ineffective portion of the interest rate swap, if any, will be
recognized immediately in earnings.
We formally document all relations between hedging instruments and hedged items, as well as our risk management objectives, strategies for
undertaking various hedge transactions and our methods for assessing and testing correlation and hedge ineffectiveness. We also assess, both at
inception of the hedge and on an on-going basis, whether the derivatives that are used in our hedging transactions are highly effective in offsetting
changes in cash flows of the hedged items. Changes in the assumptions used could impact whether the fair value change in the interest rate swap
is charged to earnings or accumulated other comprehensive income.
In September 2006, we entered into various interest rate swaps to stabilize cash flows relating to a portion of our interest payments on our
Term Loan. The interest rate swaps were effective as of October 3, 2006. These interest rate swaps qualified for hedge accounting. See “-Note 9
— Long-Term Debt” above for a detailed description of our Term Loan. On December 21, 2007, we prepaid a portion of our Term Loan which
reduced the notional amount of our interest rate swaps and caused our hedges to become ineffective. As a result, the interest rate swaps no
longer qualified for hedge accounting treatment under FASB Statement No. 133, Accounting for Derivative Instruments and Hedging Activities,
(“SFAS No. 133”). On January 31, 2008, we re-designated these swaps as cash flow hedges with respect to our outstanding LIBOR-based debt.
During the three months ended March 31, 2008, we recognized $1.8 million of unrealized losses as other expense, net of taxes of $1.0 million as a
result of the change in fair value of our interest rate swaps from January 1, 2008 to January 31, 2008, the date of re-designation. As of June 30,
2008, these swaps continued to be highly effective. Immaterial ineffectiveness was
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recorded in income related to the period from February 1, 2008 to June 30, 2008. No ineffectiveness was recognized during the three and six
months ended June 30, 2007. As of June 30, 2008 and December 31, 2007, the aggregate fair value of the derivative instruments was a net
liability of $5.9 million and $4.7 million, respectively. During the three and six months ended June 30, 2008 and 2007, we reclassified
approximately $0.3 million and $0.7 million of losses, respectively, from other comprehensive income to interest expense. During the three and six
months ended June 30, 2007, we reclassified approximately $0.1 million and $0.2 million of gains, respectively.
In addition, in April 2008, CDI entered into a two-year interest rate swap to stabilize cash flows relating to a portion of its variable interest
payments on the CDI term loan. As of June 30, 2008, these interest rate swaps were highly effective and qualified for hedge accounting. The fair
value of the hedge instrument was an asset of $1.3 million as of June 30, 2008.
Foreign Currency Hedge
Because we operate in various regions in the world, we conduct a portion of our business in currencies other than the U.S. dollar. We entered
into various foreign currency forwards to stabilize expected cash outflows relating to a shipyard contract where the contractual payments are
denominated in euros and expected cash outflows relating to certain vessel charters denominated in British pounds. The following table provides
details related to the remaining forward contracts at June 30, 2008 (amounts in thousands):
Forecasted Settlement Date

Amount

Exchange
Rate

July 31, 2008
August 27, 2008
August 29, 2008
September 26, 2008
September 29, 2008
December 15, 2008
March 2, 2009

£ 581
€ 698
£ 581
€ 1,344
€ 465
€ 3,500
€ 1,075

1.9263 (a)(b)
1.5593 (c)(d)
1.9225 (a)(b)
1.5569 (c)(b)
1.5567 (c)(d)
1.5508 (c)(b)
1.5456 (c)(b)

(a)

Related to our vessel charter payments denominated in British pounds.

(b)

Designated as hedges and qualify for hedge accounting at June 30, 2008.

(c)

Related to our shipyard contract where the contractual payments are denominated in euros.

(d)

Derivatives were not designated as hedges at June 30, 2008.

The aggregate fair value of the foreign currency forwards described above was a net asset of $0.2 million and $1.4 million as of June 30, 2008
and December 31, 2007, respectively.
Note 12 — Fair Value Measurements
In September 2006, the FASB issued Statement No. 157, Fair Value Measurements (“SFAS No. 157”). SFAS No. 157 was originally effective
for financial statements issued for fiscal years beginning after November 15, 2007 and interim periods within those fiscal years. The FASB agreed
to defer the effective date of SFAS No. 157 for all nonfinancial assets and liabilities, except those that are recognized or disclosed at fair value in
the financial statements on a recurring basis. We adopted the provisions of SFAS No. 157 on January 1, 2008 for assets and liabilities not subject
to the deferral and expect to adopt this standard for all other assets and liabilities by January 1, 2009. The adoption of SFAS No. 157 had
immaterial impact on our results of operations, financial condition and liquidity.
SFAS No. 157, among other things, defines fair value, establishes a consistent framework for measuring fair value and expands disclosure for
each major asset and liability category measured at fair value on either a recurring or nonrecurring basis. SFAS No. 157 clarifies that fair value is
an exit price, representing the amount that would be received to sell an asset, or paid to transfer a liability, in an orderly transaction between
market participants. SFAS No. 157 establishes a three-tier fair value hierarchy,
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which prioritizes the inputs used in measuring fair value as follows:
•

Level 1. Observable inputs such as quoted prices in active markets;

•

Level 2. Inputs, other than the quoted prices in active markets, that are observable either directly or indirectly; and

•

Level 3. Unobservable inputs in which there is little or no market data, which require the reporting entity to develop its own assumptions.

Assets and liabilities measured at fair value are based on one or more of three valuation techniques noted in SFAS No. 157. The valuation
techniques are as follows:
(a)

Market Approach. Prices and other relevant information generated by market transactions involving identical or comparable assets or
liabilities.

(b)

Cost Approach. Amount that would be required to replace the service capacity of an asset (replacement cost).

(c)

Income Approach. Techniques to convert expected future cash flows to a single present amount based on market expectations (including
present value techniques, option-pricing and excess earnings models).

The following table provides additional information related to assets and liabilities measured at fair value on a recurring basis at June 30, 2008
(in thousands):
Level 1

Level 2

Level 3

Valuation
Technique

Total

Assets:
Foreign currency forwards
Interest rate swap
Total

—
—
—

154
1,311
1,465

—
—
—

154
1,311
1,465

(c)
(c)

Liabilities:
Oil and gas swaps and collars
Interest rate swaps
Total

—
—
—

23,712
5,916
29,628

—
—
—

23,712
5,916
29,628

(c)
(c)

Note 13 — Comprehensive Income
The components of total comprehensive income for the three and six months ended June 30, 2008 and 2007 were as follows (in thousands):
Three Months Ended
June 30,
2008
2007

Net income
Foreign currency translation gain
Unrealized gain (loss) on hedges, net
Total comprehensive income

$ 91,782
1,985
(4,405)
$ 89,362

$ 58,647
4,078
6,098
$ 68,823

Six Months Ended
June 30,
2008
2007

$166,998
2,792
(6,852)
$162,938

$115,412
4,715
(2,091)
$118,036

The components of accumulated other comprehensive income were as follows (in thousands):
June 30,
2008

Cumulative foreign currency translation adjustment
Unrealized loss on hedges, net
Accumulated other comprehensive income

$ 31,052
(13,850)
$ 17,202
18

December 31,
2007

$
$

28,260
(6,998)
21,262
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Note 14 — Earnings Per Share
Basic earnings per share (“EPS”) is computed by dividing the net income available to common shareholders by the weighted average shares of
outstanding common stock. The calculation of diluted EPS is similar to basic EPS, except that the denominator includes dilutive common stock
equivalents and the income included in the numerator excludes the effects of the impact of dilutive common stock equivalents, if any. The
computation of basic and diluted EPS for the three and six months ended June 30, 2008 and 2007 were as follows (in thousands):
Three Months Ended
June 30, 2008
Income
Shares

Earnings applicable per common share – Basic
Effect of dilutive securities:
Stock options
Restricted shares
Employee stock purchase plan
Convertible Senior Notes
Convertible preferred stock
Earnings applicable per common share – Diluted

$ 90,902

90,519

$ 57,702

90,047

—
—
—
—
880
$ 91,782

367
210
2
1,199
3,631
95,928

—
—
—
—
945
$ 58,647

383
284
19
1,627
3,631
95,991

Six Months Ended
June 30, 2008
Income
Shares

Earnings applicable per common share – Basic
Effect of dilutive securities:
Stock options
Restricted shares
Employee stock purchase plan
Convertible Senior Notes
Convertible preferred stock
Earnings applicable per common share – Diluted

Three Months Ended
June 30, 2007
Income
Shares

Six Months Ended
June 30, 2007
Income
Shares

$165,237

90,511

$113,522

90,021

—
—
—
—
1,761
$166,998

384
161
—
965
3,631
95,652

—
—
—
—
1,890
$115,412

375
227
32
976
3,631
95,262

There were no antidilutive stock options in the three and six months ended June 30, 2008 and 2007 as the option strike price was below the
average market price for the applicable periods. Net income for the diluted EPS calculation for the three and six months ended June 30, 2008 and
2007 was adjusted to add back the preferred stock dividends as if the convertible preferred stock were converted into 3.6 million shares of
common stock.
Note 15 — Stock-Based Compensation Plans
We have three stock-based compensation plans: the 1995 Long-Term Incentive Plan, as amended (the “1995 Incentive Plan”), the 2005 LongTerm Incentive Plan, as amended (the “2005 Incentive Plan”) and the 1998 Employee Stock Purchase Plan, as amended (the “ESPP”). In addition,
CDI has two stock-based compensation plans, the 2006 Long-Term Incentive Plan (the “CDI Incentive Plan”) and the CDI Employee Stock
Purchase Plan (the “CDI ESPP”) available only to the employees of CDI and its subsidiaries.
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During the first half of 2008, we granted 507,597 shares of restricted stock and 43,977 restricted stock units to certain key executives,
selected management employees and non-employee members of the board of directors under the 2005 incentive plan, which grants generally have
a vesting period of 20% per year over five years. The weighted average market value per restricted share and restricted stock unit was $41.10 and
$41.50, respectively. There were no stock option grants in the six months ended June 30, 2008 and 2007.
Compensation cost is recognized over the respective vesting periods on a straight-line basis. For the three and six months ended June 30,
2008, $0.3 million and $0.9 million, respectively, was recognized as compensation expense related to stock options (of which $0.1 million and
$0.6 million for the three and six months ended June 30, 2008, respectively, was related to the acceleration of unvested options per the separation
agreements between the Company and two of our former executive officers). For the three and six months ended June 30, 2008, $4.5 million and
$11.5 million, respectively, was recognized as compensation expense related to restricted shares and restricted stock units (of which $1.2 million
and $2.4 million, respectively, was related to the CDI Incentive Plan and $0.5 million and $3.6 million, respectively, was related to the accelerated
vesting of restricted shares per the separation agreements between the Company and two of our former executive officers). For the three and six
months ended June 30, 2007, $3.0 million and $5.9 million, respectively, was recognized as compensation expense related to restricted shares (of
which $0.5 million and $1.0 million, respectively, was related to the CDI Incentive Plan). Future compensation cost associated with unvested
restricted stock awards at June 30, 2008 totaled approximately $49.7 million, of which approximately $15.2 million was related to CDI Incentive
Plan.
Employee Stock Purchase Plan
Effective May 12, 1998, we adopted a qualified non-compensatory employee stock purchase plan which allows employees to acquire shares of
our common stock through payroll deductions over a six-month period. The purchase price is equal to 85% of the fair market value of the common
stock on either the first or last day of the subscription period, whichever is lower. Purchases under the plan are limited to the lesser of 10% of an
employee’s base salary or $25,000 of our stock value. In January and July 2008, we issued 46,152 and 52,781 shares, respectively, of our
common stock to our employees under the ESPP. For the three and six months ended June 30, 2008, we recognized $0.6 million and $1.1 million,
respectively, of compensation expense related to the ESPP and the CDI ESPP (of which $0.3 million and $0.6 million, respectively, of expense
was related to the CDI ESPP that became effective third quarter 2007). For the three and six months ended June 30, 2007, we recognized
$0.5 million and $1.0 million, respectively, of compensation expense related to the ESPP.
Note 16 — Business Segment Information (in thousands)
Our operations are conducted through two lines of business: contracting services operations and oil and gas operations. We have
disaggregated our contracting services operations into three reportable segments in accordance with SFAS No. 131: Contracting Services, Shelf
Contracting and Production Facilities. As a result, our reportable segments consist of the following: Contracting Services, Shelf Contracting,
Production Facilities, and Oil and Gas. The Contracting Services segment includes services such as subsea construction, well operations, and
reservoir and well technology services. The Shelf Contracting segment represents the assets of Cal Dive, which consists of assets deployed
primarily for diving-related activities and shallow water construction. All material intercompany transactions among the segments have been
eliminated in our consolidated results of operations.
We evaluate our performance based on income before income taxes of each segment. Segment assets are comprised of all assets attributable
to the reportable segment. The majority of our Production Facilities segment is accounted for under the equity method of accounting. Our
investment in Kommandor LLC, a Delaware limited liability company, was consolidated in accordance with FASB Interpretation No. 46,
Consolidation of Variable Interest Entities (“FIN 46”) and is included in our Production Facilities segment.
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Three Months Ended
June 30,
2008
2007

Six Months Ended
June 30,
2008
2007

Revenues –
Contracting Services
Shelf Contracting
Oil and Gas
Intercompany elimination
Total

$228,351
171,970
194,161
(53,988)
$540,494

$154,719
135,258
142,082
(21,485)
$410,574

$ 412,140
316,541
365,212
(102,662)
$ 991,231

$292,436
284,484
273,049
(43,340)
$806,629

Income from operations –
Contracting Services
Shelf Contracting
Production Facilities equity investments (1)
Oil and Gas
Intercompany elimination
Total

$ 37,993
29,498
(156)
104,202
(4,241)
$167,296

$ 31,987
36,142
(145)
48,685
(2,608)
$114,061

$ 58,904
37,046
(294)
214,119
(8,271)
$ 301,504

$ 55,082
84,445
(332)
87,902
(8,021)
$219,076

Equity in losses of OTSL, inclusive of impairment

$

—

$ (11,793)

$

$ (10,841)

Equity in earnings of equity investments excluding OTSL

$

6,155

$

$ 17,078

(1)

7,045

—

$ 12,197

Includes selling and administrative expense of Production Facilities incurred by us. See equity in earnings of equity investments excluding
Offshore Technology Solutions Limited (“OTSL”) for earnings contribution.

Identifiable Assets –
Contracting Services.
Shelf Contracting
Production Facilities
Oil and Gas
Total

June 30,
2008

December 31,
2007

$1,358,720
1,184,077
427,432
2,764,216
$5,734,445

$ 1,177,431
1,274,050
366,634
2,634,238
$ 5,452,353

Intercompany segment revenues during the three and six months ended June 30, 2008 and 2007 were as follows:
Three Months Ended
June 30,
2008
2007

Contracting Services
Shelf Contracting
Total

$ 42,718
11,270
$ 53,988

$ 16,901
4,584
$ 21,485

Six Months Ended
June 30,
2008
2007

$ 85,041
17,621
$102,662

$ 31,497
11,843
$ 43,340

Intercompany segment profits during the three and six months ended June 30, 2008 and 2007 were as follows:
Three Months Ended
June 30,
2008
2007

Contracting Services
Shelf Contracting
Total

$ 2,979
1,262
$ 4,241
21

$

657
1,951
$ 2,608

Six Months Ended
June 30,
2008
2007

$ 5,892
2,379
$ 8,271

$ 2,675
5,346
$ 8,021
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Note 17 — Resignation of Executive Officers
Martin Ferron resigned as our President and Chief Executive Officer effective February 4, 2008. Concurrently, Mr. Ferron resigned from our
Board of Directors. Mr. Ferron remained employed by us through February 18, 2008, after which his employment terminated. At the time of
Mr. Ferron’s resignation, Owen Kratz, who served as Executive Chairman of Helix, resumed the role and assumed the duties of the President and
Chief Executive Officer, and was subsequently elected as President and Chief Executive Officer of Helix. In February 2008, we recognized
approximately $5.4 million of compensation expense (inclusive of the expenses recorded for the acceleration of unvested stock options and
restricted stock) related to the separation agreement between us and Mr. Ferron.
Wade Pursell resigned as our Chief Financial Officer effective June 25, 2008. Mr. Pursell remained employed by us through July 4, 2008, after
which his employment terminated. Anthony Tripodo, who served as the chairman of our audit committee on our Board of Directors, was elected by
our Board of Directors as the new Chief Financial Officer effective June 25, 2008, at which time he resigned from our Board of Directors. In
June 2008, we recognized approximately $1.5 million of compensation expense (inclusive of the expenses recorded for the acceleration of
unvested stock options and restricted stock) related to the separation between us and Mr. Pursell. In July 2008, we recognized an additional
$0.5 million of consulting expense related to a consulting agreement between the Company and Mr. Pursell.
Note 18 — Related Party Transactions
In April 2000, we acquired a 20% working interest in Gunnison, a Deepwater Gulf of Mexico prospect of Kerr-McGee. Financing for the
exploratory costs of approximately $20 million was provided by an investment partnership (OKCD Investments, Ltd. or “OKCD”), the investors of
which include our President and Chief Executive Officer, Owen Kratz, and certain former Helix senior management, in exchange for a revenue
interest that is an overriding royalty interest of 25% of Helix’s 20% working interest. Owen Kratz, through Class A limited partnership interests in
OKCD, personally owns approximately 74% of the partnership. In 2000, OKCD also awarded Class B limited partnership interests to key Helix
employees. Production began in December 2003. Payments to OKCD from us totaled $5.7 million and $11.2 million in the three and six months
ended June 30, 2008, respectively, and $5.7 million and $11.7 million in the three and six months ended June 30, 2007, respectively.
Note 19 — Commitments and Contingencies
Commitments
We are converting the Caesar (acquired in January 2006 for $27.5 million in cash) into a deepwater pipelay vessel. Total conversion costs are
estimated to range between $165 million and $185 million, of which approximately $124 million had been incurred, with an additional $31.7 million
committed, at June 30, 2008. The Caesar is expected to be completed in the fourth quarter of 2008.
We are also constructing the Well Enhancer, a multi-service dynamically positioned dive support/well intervention vessel that will be capable of
working in the North Sea and West of Shetlands to support our expected growth in that region. Total construction cost for the Well Enhancer is
expected to range between $200 million to $220 million. We expect the Well Enhancer to join our fleet in first quarter 2009. At June 30, 2008, we
had incurred approximately $137 million, with an additional $43.4 million committed to this project.
Further, we, along with Kommandor RØMØ, a Danish corporation, formed a joint venture called Kommandor LLC to convert a ferry vessel into a
floating production unit to be named the Helix Producer I (the “Vessel”). The total cost of the ferry and the conversion is estimated to range
between $130 million and $150 million which will be funded through project financing of $45 million, with the remaining amount funded through
equity contributions from the partners. The partners will guarantee the project financing
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on a several basis, with each partner providing a guarantee of $22.5 million. We have provided $40 million in interim construction financing to the
joint venture on terms that would equal an arms length financing transaction, and Kommandor RØMØ has provided $5 million on the same terms.
Both of these loans will be repaid with the proceeds of the permanent financing facility.
Total equity contributions and indebtedness guarantees provided by Kommandor RØMØ are expected to total $42.5 million. The remaining
costs to complete the project will be provided by Helix through equity contributions and its guarantee of the permanent financing facility. Under the
terms of the operating agreement of the joint venture, if Kommandor RØMØ elects not to make further contributions to the joint venture, the
ownership interests in the joint venture will be adjusted based on the relative contributions of each partner (including guarantees of indebtedness)
to the total of all contributions and project financing guarantees.
Upon completion of the initial conversion, scheduled for fourth quarter 2008, we will charter the Vessel from Kommandor LLC, and will install, at
100% our cost, processing facilities and a disconnectable fluid transfer system on the Vessel for use on our Phoenix field. The cost of these
additional facilities is approximately $135 million and the work is expected to be completed in second quarter 2009. As of June 30, 2008,
approximately $221 million of costs related to the purchase of the Vessel ($20 million), conversion of the Vessel and construction of the additional
facilities had been incurred, with an additional $54.7 million committed. Kommandor LLC qualified as a variable interest entity under FIN 46. We
determined that we were the primary beneficiary of Kommandor LLC and thus have consolidated the financial results of Kommandor LLC as of
June 30, 2008 in our Production Facilities segment. Kommandor LLC has been a development stage enterprise since its formation in
October 2006.
Our projected capital expenditures on certain projects have increased as compared to the initially budgeted amounts due primarily to scope
changes, escalating costs for certain materials and services due to increasing demand, and the weakening of the U.S. dollar with respect to
foreign denominated contracts. In addition, as of June 30, 2008, we have also committed approximately $94.8 million in additional capital
expenditures for exploration, development and drilling costs related to our oil and gas properties.
Contingencies
We are involved in various legal proceedings, primarily involving claims for personal injury under the General Maritime Laws of the United
States and the Jones Act based on alleged negligence. In addition, from time to time we incur other claims, such as contract disputes, in the
normal course of business.
On December 2, 2005, we received an order from the U.S. Department of the Interior Minerals Management Service (“MMS”) that the price
thresholds for both oil and gas were exceeded for 2004 production and that royalties are due on such production notwithstanding the provisions of
the Outer Continental Shelf Deep Water Royalty Relief Act of 2005 (“DWRRA”), which was intended to stimulate exploration and production of oil
and natural gas in the deepwater Gulf of Mexico by providing relief from the obligation to pay royalties on certain federal leases up to certain
specified production volumes. Our only leases affected by this order are the Gunnison leases. On May 2, 2006, the MMS issued an order that
superseded and replaced the December 2005 order, and claimed that royalties on gas production are due for 2003 in addition to oil and gas
production in 2004. The May 2006 order also seeks interest on all royalties allegedly due. We filed a timely notice of appeal with respect to both
MMS orders. Other operators in the deepwater Gulf of Mexico who have received notices similar to ours are seeking royalty relief under the
DWRRA, including Kerr-McGee, the operator of Gunnison. In March of 2006, Kerr-McGee filed a lawsuit in federal district court challenging the
enforceability of price thresholds in certain deepwater Gulf of Mexico leases, including ours. On October 30, 2007, the federal district court in the
Kerr-McGee case entered judgment in favor of Kerr-McGee and held that the Department of the Interior exceeded its authority by including the
price thresholds in the subject leases. The government filed a notice of appeal of that decision on December 21, 2007. We do not anticipate that
the MMS director will
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issue decisions in our or the other companies’ administrative appeals until the Kerr-McGee litigation has been resolved in a final decision. As a
result of our dispute with the MMS, we have recorded reserves for the disputed royalties (and any other royalties that may be claimed from the
Gunnison leases), plus interest, for our portion of the Gunnison related MMS claim. The total reserved amount for this matter at June 30, 2008 and
December 31, 2007 was approximately $62.1 million and $55.1 million, respectively, and was included in Other Long-term Liabilities in the
accompanying condensed consolidated balance sheet included herein. At this time, it is not anticipated that any penalties would be assessed if we
are unsuccessful in our appeal.
During the fourth quarter of 2006, Horizon received a tax assessment from the Servicio de Administracion Tributaria (“SAT”), the Mexican
taxing authority, for approximately $23 million related to fiscal 2001, including penalties, interest and monetary correction. The SAT’s assessment
claims unpaid taxes related to services performed among the Horizon subsidiaries that CDI acquired at the time it acquired Horizon. CDI believes
under the Mexico and United States double taxation treaty that these services are not taxable and that the tax assessment itself is invalid. On
February 14, 2008, CDI received notice from the SAT upholding the original assessment. On April 21, 2008, CDI filed a petition in Mexico tax court
disputing the assessment. We believe that CDI’s position is supported by law and CDI intends to vigorously defend its position. However, the
ultimate outcome of this litigation and CDI’s potential liability from this assessment, if any, cannot be determined at this time. Nonetheless, an
unfavorable outcome with respect to the Mexico tax assessment could have a material adverse effect on our and CDI’s financial position and
results of operations. Horizon’s 2002 through 2007 tax years remain subject to examination by the appropriate governmental agencies for Mexico
tax purposes, with 2002 through 2004 currently under audit.
Note 20 — Recently Issued Accounting Principles
In March 2008, the FASB issued Statement No. 161, Disclosures about Derivative Instruments and Hedging Activities, an amendment of
FASB Statement No. 133 (“SFAS No. 161”). SFAS 161 applies to all derivative instruments and related hedged items accounted for under FASB
Statement No. 133, Accounting for Derivative Instruments and Hedging Activities (“SFAS No. 133”). SFAS No. 161 asks entities to provide
qualitative disclosures about the objectives and strategies for using derivatives, quantitative data about the fair value of and gains and losses on
derivative contracts, and details of credit-risk-related contingent features in their hedged positions. The standard is effective for financial
statements issued for fiscal years and interim periods beginning after November 15, 2008, with early application encouraged, but not required. We
are currently evaluating the impact of this statement on our disclosures.
In May 2008, the FASB issued FASB Staff Position (“FSP”) APB 14-1, Accounting for Convertible Debt Instruments That May Be Settled in
Cash Upon Conversion (Including Partial Cash Settlement) (“FSP APB 14-1"). The FSP would require the proceeds from the issuance of
convertible debt instruments to be allocated between a liability component (issued at a discount) and an equity component. The resulting debt
discount would be amortized over the period the convertible debt is expected to be outstanding as additional non-cash interest expense. The
effective date of FSP APB 14-1 is for fiscal years beginning after December 15, 2008 and requires retrospective application to all periods reported
(with the cumulative effect of the change reported in retained earnings as of the beginning of the first period presented). The FSP does not permit
early application. This FSP changes the accounting treatment for our Convertible Senior Notes. FSP APB 14-1 will increase our non-cash interest
expense for our past and future reporting periods. In addition, it will reduce our long-term debt and increase our shareholders’ equity for the past
reporting periods. We are currently evaluating the impact of this FSP on our consolidated financial statements.
In June 2008, the FASB issued FSP Emerging Issues Task Force 03-6-1, Determining Whether Instruments Granted in Share-Based Payment
Transactions Are Participating Securities (“FSP EITF 03-6-1”). This FSP would require unvested share-based payment awards containing nonforfeitable rights to dividends or dividend equivalents (whether paid or unpaid) to be included in the computation of basic EPS according to the twoclass method. The effective date of FSP EITF 03-6-1 is for fiscal years
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beginning after December 15, 2008 and requires all prior-period EPS data presented to be adjusted retrospectively (including interim financial
statements, summaries of earnings, and selected financial data) to conform with the provisions of this FSP. FSP EITF 03-6-1 does not permit
early application. This FSP changes our calculation of basic and diluted EPS and will lower previously reported basic and diluted EPS as
weighted-average shares outstanding used in the EPS calculation will increase. We are currently evaluating the impact of this statement on our
consolidated financial statements.
Note 21 — Condensed Consolidated Guarantor and Non-Guarantor Financial Information
The payment of obligations under the Senior Unsecured Notes is guaranteed by all of our restricted domestic subsidiaries (“Subsidiary
Guarantors”) except for Cal Dive and its subsidiaries and Cal Dive I-Title XI, Inc. Each of these Subsidiary Guarantors is included in our
consolidated financial statements and has fully and unconditionally guaranteed the Senior Unsecured Notes on a joint and several basis. As a
result of these guarantee arrangements, we are required to present the following condensed consolidating financial information. The accompanying
guarantor financial information is presented on the equity method of accounting for all periods presented. Under this method, investments in
subsidiaries are recorded at cost and adjusted for our share in the subsidiaries’ cumulative results of operations, capital contributions and
distributions and other changes in equity. Elimination entries related primarily to the elimination of investments in subsidiaries and associated
intercompany balances and transactions.
HELIX ENERGY SOLUTIONS GROUP, INC.
CONDENSED CONSOLIDATING BALANCE SHEETS
(in thousands)

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable, net
Other current assets
Total current assets
Intercompany
Property and equipment, net
Other assets:
Equity investments
Goodwill
Other assets, net
LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Accounts payable
Accrued liabilities
Income taxes payable
Current maturities of long-term debt
Total current liabilities
Long-term debt
Deferred income taxes
Decommissioning liabilities
Other long-term liabilities
Due to parent
Total liabilities
Minority interest
Convertible preferred stock
Shareholders’ equity

$

Helix

Guarantors

2,837
73,136
76,562
152,535
144,846
148,949

$

4,163
169,137
108,694
281,994
51,929
2,164,490

As of June 30, 2008
NonGuarantors

$

16,148
270,223
47,834
334,205
(176,459)
1,225,382

Consolidating
Entries

Consolidated

$

$

—
241
(70,891)
(70,650)
(20,316)
(2,769)

23,148
512,737
162,199
698,084
—
3,536,052

3,195,861
—
54,257
$3,696,448

35,203
749,670
62,055
$3,345,341

202,501
335,316
125,949
$2,046,894

(3,231,064)
(275)
(29,164)
$ (3,354,238)

202,501
1,084,711
213,097
$ 5,734,445

$

$ 161,354
106,550
106,221
—
374,125
—
284,320
181,660
64,584
72,878
977,567
—
—
2,367,774
$3,345,341

$ 110,941
76,852
4,723
130,025
322,541
431,353
178,148
4,168
7,152
37,028
980,390
—
—
1,066,504
$2,046,894

$

$

52,625
66,588
(8,478)
94,326
205,061
1,291,929
148,837
—
1,573
(37,028)
1,610,372
—
55,000
2,031,076
$3,696,448
25

41
(3,423)
(6,778)
(60,695)
(70,855)
(25,485)
(11,847)
—
(4,759)
(72,878)
(185,824)
275,121
—
(3,443,535)
$ (3,354,238)

324,961
246,567
95,688
163,656
830,872
1,697,797
599,458
185,828
68,550
—
3,382,505
275,121
55,000
2,021,819
$ 5,734,445
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HELIX ENERGY SOLUTIONS GROUP, INC.
CONDENSED CONSOLIDATING BALANCE SHEETS
(in thousands)

ASSETS
Current assets:
Cash and cash equivalents
Accounts receivable, net
Other current assets
Total current assets
Intercompany
Property and equipment, net
Other assets:
Equity investments
Goodwill
Other assets, net

LIABILITIES AND SHAREHOLDERS’ EQUITY
Current liabilities:
Accounts payable
Accrued liabilities
Income taxes payable
Current maturities of long-term debt
Total current liabilities
Long-term debt
Deferred income taxes
Decommissioning liabilities
Other long-term liabilities
Due to parent
Total liabilities
Minority interest
Convertible preferred stock
Shareholders’ equity

$

Helix

Guarantors

3,507
99,354
74,665
177,526
38,989
92,864

$

2,609
104,339
45,752
152,700
51,001
2,093,194

As of December 31, 2007
NonConsolidating
Guarantors
Entries

$

83,439
308,439
55,529
447,407
(83,546)
1,060,298

$

—
—
(50,364)
(50,364)
(6,444)
(1,668)

Consolidated

$

89,555
512,132
125,582
727,269
—
3,244,688

3,015,250
—
59,554
$3,384,183

30,046
757,752
40,686
$3,125,379

213,429
332,281
111,259
$2,081,128

(3,045,296)
(275)
(34,290)
$ (3,138,337)

213,429
1,089,758
177,209
$ 5,452,353

$

$ 207,222
71,945
159
2
279,328
—
318,492
189,639
56,325
98,504
942,288
—
—
2,183,091
$3,125,379

$ 131,730
110,443
4,467
113,975
360,615
463,934
178,275
4,011
9,244
37,028
1,053,107
—
—
1,028,021
$2,081,128

$

$

43,774
40,415
1,798
4,327
90,314
1,287,092
137,967
—
3,294
(35,681)
1,482,986
—
55,000
1,846,197
$3,384,183
26

41
(1,437)
(6,424)
(43,458)
(51,278)
(25,485)
(9,226)
—
(5,680)
(99,851)
(191,520)
263,926
—
(3,210,743)
$ (3,138,337)

382,767
221,366
—
74,846
678,979
1,725,541
625,508
193,650
63,183
—
3,286,861
263,926
55,000
1,846,566
$ 5,452,353

Table of Contents

HELIX ENERGY SOLUTIONS GROUP, INC.
CONDENSED CONSOLIDATING STATEMENTS OF OPERATIONS
(in thousands)
Three Months Ended June 30, 2008
NonConsolidating
Guarantors
Guarantors
Entries

Helix

Net revenues
Cost of sales
Gross profit
Gain on sale of assets, net
Selling and administrative expenses
Income from operations
Equity in earnings (losses) of investments
Net interest expense and other
Income before income taxes
Provision for income taxes
Minority interest
Net income
Preferred stock dividends
Net income applicable to common shareholders

$ 90,099
84,747
5,352
—
6,400
(1,048)
101,727
(117)
100,796
5,861
—
94,935
880
$ 94,055

$ 247,465
133,457
114,008
18,594
14,618
117,984
(215)
11,205
106,564
37,524
—
69,040
—
$ 69,040

$

$

(59,940)
(54,764)
(5,176)
—
(933)
(4,243)
(101,512)
632
(106,387)
(1,744)
7,076
(111,719)
—
(111,719)

Three Months Ended June 30, 2007
NonConsolidating
Guarantors
Guarantors
Entries

Helix

Net revenues
Cost of sales
Gross profit
Gain on sale of assets, net
Selling and administrative expenses
Income from operations
Equity in earnings (losses) of investments
Net interest expense and other
Income before income taxes
Provision for income taxes
Minority interest
Net income
Preferred stock dividends
Net income applicable to common shareholders

$ 262,870
184,640
78,230
209
23,836
54,603
6,155
6,948
53,810
14,284
—
39,526
—
$ 39,526

$ 35,201
29,077
6,124
221
5,547
798
65,229
(931)
66,958
1,576
—
65,382
945
$ 64,437

$ 197,230
124,476
72,754
2,175
12,260
62,669
2,988
11,479
54,178
18,216
—
35,962
—
$ 35,962
27

$ 204,816
138,935
65,881
3,288
15,968
53,201
(4,748)
3,738
44,715
14,326
13
30,376
—
$ 30,376

$

$

(26,673)
(23,679)
(2,994)
—
(387)
(2,607)
(68,217)
—
(70,824)
(857)
3,106
(73,073)
—
(73,073)

Consolidated

$

$

540,494
348,080
192,414
18,803
43,921
167,296
6,155
18,668
154,783
55,925
7,076
91,782
880
90,902

Consolidated

$

$

410,574
268,809
141,765
5,684
33,388
114,061
(4,748)
14,286
95,027
33,261
3,119
58,647
945
57,702
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HELIX ENERGY SOLUTIONS GROUP, INC.
CONDENSED CONSOLIDATING STATEMENTS OF OPERATIONS
(in thousands)
Six Months Ended June 30, 2008
NonConsolidating
Guarantors
Guarantors
Entries

Helix

Net revenues
Cost of sales
Gross profit
Gain on sale of assets, net
Selling and administrative expenses
Income from operations
Equity in earnings of investments
Net interest expense and other
Income before income taxes
Provision for income taxes
Minority interest
Net income
Preferred stock dividends
Net income applicable to common shareholders

$174,990
150,861
24,129
—
17,295
6,834
184,116
6,377
184,573
14,469
—
170,104
1,761
$168,343

$ 449,707
271,208
178,499
79,707
29,077
229,129
5,157
24,468
209,818
71,050
—
138,768
—
$ 138,768

$

$

(114,707)
(104,426)
(10,281)
—
(2,034)
(8,247)
(189,273)
(1,834)
(195,686)
(3,327)
7,313
(199,672)
—
(199,672)

Six Months Ended June 30, 2007
NonConsolidating
Guarantors
Guarantors
Entries

Helix

Net revenues
Cost of sales
Gross profit
Gain on sale of assets, net
Selling and administrative expenses
Income from operations
Equity in earnings of investments
Net interest expense and other
Income before income taxes
Provision for income taxes
Minority interest
Net income
Preferred stock dividends
Net income applicable to common shareholders

$ 481,241
360,295
120,946
209
47,367
73,788
17,078
15,703
75,163
17,365
—
57,798
—
$ 57,798

$ 90,884
66,979
23,905
221
11,740
12,386
118,367
(3,284)
134,037
8,694
—
125,343
1,890
$123,453

$ 363,099
236,716
126,383
2,175
22,533
106,025
6,055
22,737
89,343
28,807
—
60,536
—
$ 60,536
28

$ 405,792
269,953
135,839
3,288
30,446
108,681
1,356
7,845
102,192
31,687
113
70,392
—
$ 70,392

$

$

(53,146)
(44,399)
(8,747)
—
(731)
(8,016)
(124,422)
—
(132,438)
(2,804)
11,225
(140,859)
—
(140,859)

Consolidated

$

$

991,231
677,938
313,293
79,916
91,705
301,504
17,078
44,714
273,868
99,557
7,313
166,998
1,761
165,237

Consolidated

$

$

806,629
529,249
277,380
5,684
63,988
219,076
1,356
27,298
193,134
66,384
11,338
115,412
1,890
113,522

Table of Contents

HELIX ENERGY SOLUTIONS GROUP, INC.
CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS
(in thousands)

Helix

Cash flow from operating activities:
Net income
Adjustments to reconcile net income to net cash
provided by (used in) operating activities:
Equity in losses of unconsolidated affiliates
Equity in earnings of affiliates
Other adjustments
Net cash provided by operating activities
Cash flows from investing activities:
Capital expenditures
Investments in equity investments
Distributions from equity investments, net
Proceeds from sales of property
Other
Net cash used in investing activities
Cash flows from financing activities:
Borrowings on revolver
Repayments on revolver
Repayments of debt
Deferred financing costs
Preferred stock dividends paid
Repurchase of common stock
Excess tax benefit from stock-based
compensation
Exercise of stock options, net
Intercompany financing
Net cash provided by (used in) financing
activities
Effect of exchange rate changes on cash and cash
equivalents
Net increase (decrease) in cash and cash
equivalents
Cash and cash equivalents:
Balance, beginning of year
Balance, end of period

$ 170,104

Six Months Ended June 30, 2008
NonConsolidating
Guarantors
Guarantors
Entries

Consolidated

$ 138,768

$

57,798

$

(199,672)
—
189,273
(9,823)
(20,222)

166,998

—
(184,116)
75,295
61,283

—
(5,157)
(44,031)
89,580

2,304
—
(414)
59,688

(48,121)
—
—
—
—
(48,121)

(335,468)
—
—
228,483
(400)
(107,385)

(171,211)
(708)
9,118
760
—
(162,041)

—
—
—
—
—
—

(554,800)
(708)
9,118
229,243
(400)
(317,547)

2,304
—
21,027
190,329

32,500
(23,000)
(41,982)
—
—
—

—
—
—
—
—
—

574,000
(467,500)
(44,145)
(1,709)
(1,761)
(3,223)

541,500
(444,500)
(2,163)
(1,709)
(1,761)
(3,223)

—
—
—
—
—
—

2,567
2,138
(106,681)

—
—
19,359

—
—
67,100

—
—
20,222

2,567
2,138
—

(13,832)

19,359

34,618

20,222

60,367

—

444

—

444

—
(670)

$

$

1,554

3,507
2,837

$
29

2,609
4,163

(67,291)

$

83,439
16,148

—

$

—
—

(66,407)

$

89,555
23,148
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HELIX ENERGY SOLUTIONS GROUP, INC.
CONDENSED CONSOLIDATING STATEMENTS OF CASH FLOWS
(in thousands)

Helix

Cash flow from operating activities:
Net income
Adjustments to reconcile net income to net cash
provided by (used in) operating activities:
Equity in losses of unconsolidated affiliates
Equity in earnings of affiliates
Other adjustments
Net cash provided by (used in) operating
Activities
Cash flows from investing activities:
Capital expenditures
Sale of short-term investments
Investments in equity investments
Distributions from equity investments, net
Proceeds from sales of property
Other
Net cash provided by (used in) investing
activities
Cash flows from financing activities:
Borrowings on revolver
Repayments on revolver
Repayments of debt
Deferred financing costs
Capital lease payments
Preferred stock dividends paid
Repurchase of common stock
Excess tax benefit from stock-based
compensation
Exercise of stock options, net
Intercompany financing
Net cash provided by (used in) financing
activities
Effect of exchange rate changes on cash and cash
equivalents
Net decrease in cash and cash equivalents
Cash and cash equivalents:
Balance, beginning of year
Balance, end of period

$ 125,343

Six Months Ended June 30, 2007
NonConsolidating
Guarantors
Guarantors
Entries

Consolidated

$

$

60,536

$

70,392

$

(140,859)

115,412

—
(118,367)
(164,754)

—
(6,055)
118,130

10,865
—
6,532

—
124,422
37,506

(157,778)

172,611

87,789

21,069

(24,236)
275,395
—
—
—
—

(349,025)
—
—
—
2,003
(687)

(58,221)
—
(15,265)
6,279
2,336
—

—
—
—
—
—
—

(431,482)
275,395
(15,265)
6,279
4,339
(687)

251,159

(347,709)

(64,871)

—

(161,421)

6,600
(67,600)
(1,888)
(15)
(1,249)
—
—

—
—
—
—
—
—
—

6,600
(67,600)
(6,088)
(88)
(1,249)
(1,890)
(3,969)

—
—
(4,200)
(73)
—
(1,890)
(3,969)

—
—
—
—
—
—
—

432
802
(172,584)

—
—
170,369

—
—
23,284

—
—
(21,069)

(181,482)

170,369

(40,868)

(21,069)

—
(88,101)

—
(4,729)

142,489
$ 54,388

$
30

7,690
2,961

906
(17,044)

$

56,085
39,041

10,865
—
(2,586)
123,691

432
802
—
(73,050)

—
—

$

—
—

906
(109,874)

$

206,264
96,390
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
FORWARD-LOOKING STATEMENTS AND ASSUMPTIONS
This Quarterly Report on Form 10-Q contains certain statements that are, or may be deemed to be, “forward-looking statements” within the
meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended (the
“Exchange Act”). All statements, other than statements of historical facts, included herein or incorporated herein by reference are forward-looking
statements. Included among forward-looking statements are, among other things:
•

statements regarding our anticipated production volumes, results of exploration, exploitation, development, acquisition or operations
expenditures, and current or prospective reserve levels, with respect to any property or well;

•

statements related to the volatility in commodity prices for oil and gas and in the supply of and demand for oil and natural gas or the ability
to replace oil and gas reserves;

•

statements relating to our proposed acquisition , exploration, development and/or production of oil and gas properties, prospects or other
interests and any anticipated costs related thereto;

•

statements regarding any financing transactions or arrangements, our ability to enter into such transactions or our ability to comply with
covenants or restrictions;

•

statements relating to the construction or acquisition of vessels or equipment, including statements concerning the engagement of any
engineering, procurement and construction contractor and any anticipated costs related thereto;

•

statements that our proposed vessels, when completed, will have certain characteristics or the effectiveness of such characteristics;

•

statements regarding projections of revenues, gross margin, expenses, earnings or losses, working capital or other financial items;

•

statements regarding our business strategy, our business plans or any other plans, forecasts or objectives, any or all of which is subject to
change;

•

statements regarding any Securities and Exchange Commission (“SEC”) or other governmental or regulatory inquiry or investigation;

•

statements regarding anticipated legislative, governmental, regulatory, administrative or other public body actions, requirements, permits or
decisions;

•

statements regarding anticipated developments, industry trends, performance or industry ranking;

•

statements related to the underlying assumptions related to any projection or forward-looking statement;

•

statements related to environmental risks, exploration and development risks, or drilling and operating risks;

•

statements related to the ability of the Company to retain key members of its senior management and key employees;

•

statements regarding general economic or political conditions, whether international, national or in the regional and local market areas in
which we are doing business; and

•

any other statements that relate to non-historical or future information.

These forward-looking statements are often identified by the use of terms and phrases such as “achieve,” “anticipate,” “believe,” “estimate,”
“expect,” “forecast,” “plan,” “project,” “propose,” “strategy,” “predict,” “envision,” “hope,” “intend,” “will,” “continue,” “may,” “potential,” “achieve,”
“should,” “could” and similar terms and phrases. Although we believe that the expectations reflected in these forward-looking statements are
reasonable, they do involve assumptions, risks and uncertainties, and these expectations may prove to be incorrect. You should not place undue
reliance on these forward-looking statements.
Our actual results could differ materially from those anticipated in these forward-looking statements as a result of a variety of factors, including
those described under the heading “Risk Factors” in our 2007 Form 10-K. All forward-looking statements attributable to us or persons acting on our
behalf are expressly qualified in their entirety by these risk factors. Forward-looking statements are only as of
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the date they are made, and other than as required under the securities laws, we assume no obligation to update or revise these forward-looking
statements or provide reasons why actual results may differ.
RESULTS OF OPERATIONS
Our operations are conducted through two lines of business: contracting services operations and oil and gas operations.
Contracting Services Operations
We seek to provide services and methodologies which we believe are critical to finding and developing offshore reservoirs and maximizing
production economics, particularly from marginal fields. Our “life of field” services are organized in five disciplines: construction, well operations,
production facilities, reservoir and well tech services, and drilling. We have disaggregated our contracting services operations into three reportable
segments in accordance with SFAS No. 131: Contracting Services (which currently includes subsea construction, well operations and reservoir
and well technology services and in the future, drilling), Shelf Contracting, and Production Facilities. Within our contracting services operations, we
operate primarily in the Gulf of Mexico, the North Sea, Asia/Pacific and Middle East regions, with services that cover the lifecycle of an offshore
oil or gas field. The Shelf Contracting segment consists of assets deployed primarily for diving-related activities and shallow water construction.
The assets of our Shelf Contracting segment are the assets of Cal Dive. Our ownership in Cal Dive was 58.2% as of June 30, 2008. As of
June 30, 2008, our contracting services operations had backlog of approximately $1.3 billion, of which over $700 million was expected to be
completed in the remainder of 2008.
Oil and Gas Operations
In 1992 we began our oil and gas operations to provide a more efficient solution to offshore abandonment, to expand our off-season asset
utilization of our contracting services business and to achieve incremental returns to our contracting services. Over the last 16 years, we have
evolved this business model to include not only mature oil and gas properties but also proved and unproved reserves yet to be developed and
explored. By owning oil and gas reservoirs and prospects, we are able to utilize the services we otherwise provide to third parties to create value at
key points in the life of our own reservoirs including during the exploration and development stages, the field management stage and the
abandonment stage. It is also a feature of our business model to opportunistically monetize part of the created reservoir value, through sales of
working interests, in order to help fund field development and reduce gross profit deferrals from our Contracting Services operations. Therefore the
reservoir value we create is realized through oil and gas production and/or monetization of working interest stakes.
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Comparison of Three Months Ended June 30, 2008 and 2007
The following table details various financial and operational highlights for the periods presented:
Three Months Ended
June 30,
2008
2007

Revenues (in thousands) Contracting Services
Shelf Contracting
Oil and Gas
Intercompany elimination

Gross profit (in thousands) Contracting Services
Shelf Contracting
Oil and Gas
Intercompany elimination

Gross Margin Contracting Services
Shelf Contracting
Oil and Gas
Total company
Number of vessels (1)/ Utilization(2) Contracting Services:
Offshore construction vessels
Well operations
ROVs
Shelf Contracting

Increase/
(Decrease)

$228,351
171,970
194,161
(53,988)
$540,494

$154,719
135,258
142,082
(21,485)
$410,574

$ 73,632
36,712
52,079
(32,503)
$ 129,920

$ 51,049
47,256
98,350
(4,241)
$192,414

$ 43,071
45,565
55,737
(2,608)
$141,765

$

22%
27%
51%

28%
34%
39%

36%

35%

8/93%
2/60%
42/70%
30/55%

7/70%
2/94%
34/87%
25/63%

7,978
1,691
42,613
(1,633)
$ 50,649

(6 pts)
(7 pts)
12 pts
1 pt

(1)

Represents number of vessels (including chartered vessels) as of the end of the period excluding acquired vessels prior to their in-service
dates, and vessels taken out of service prior to their disposition.

(2)

Average vessel utilization rate is calculated by dividing the total number of days the vessels in this category generated revenues by the total
number of calendar days in the applicable period.
Intercompany segment revenues during the three months ended June 30, 2008 and 2007 were as follows (in thousands):
Three Months Ended
June 30,
2008
2007

Contracting Services
Shelf Contracting

$ 42,718
11,270
$ 53,988
33

$ 16,901
4,584
$ 21,485

Increase/
(Decrease)

$ 25,817
6,686
$ 32,503
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Intercompany segment profit during the three months ended June 30, 2008 and 2007 was as follows (in thousands):
Three Months Ended
June 30,
2008
2007

Contracting Services
Shelf Contracting

$ 2,979
1,262
$ 4,241

$

657
1,951
$ 2,608

Increase/
(Decrease)

$
$

2,322
(689)
1,633

The following table details various financial and operational highlights related to our Oil and Gas segment for the periods presented:
Three Months Ended
June 30,
2008
2007

Oil and Gas informationOil production volume (MBbls)
Oil sales revenue (in thousands)
Average oil sales price per Bbl (excluding hedges)
Average realized oil price per Bbl (including hedges)
Increase (decrease) in oil sales revenue due to:
Change in prices (in thousands)
Change in production volume (in thousands)
Total increase in oil sales revenue (in thousands)

897
$ 94,591
$ 115.57
$ 105.48

938
$ 58,429
$ 62.78
$ 62.32

(41)
$ 36,162
$ 52.79
$ 43.16

10,182
$ 81,892
$
7.99
$
8.04

(690)
$ 16,471
$
3.01
$
2.32

$ 40,463
(4,301)
$ 36,162

Gas production volume (MMcf)
Gas sales revenue (in thousands)
Average gas sales price per mcf (excluding hedges)
Average realized gas price per mcf (including hedges)
Increase (decrease) in gas sales revenue due to:
Change in prices (in thousands)
Change in production volume (in thousands)
Total increase in gas sales revenue (in thousands)

9,492
$ 98,363
$ 11.00
$ 10.36
$ 23,617
(7,146)
$ 16,471

Total production (MMcfe)
Price per Mcfe

$

Oil and Gas revenue information (in thousands)Oil and gas sales revenue
Miscellaneous revenues (1)

(1)

Increase/
(Decrease)

14,873
12.97

$192,954
1,207
$194,161

Miscellaneous revenues primarily relate to fees earned under our process handling agreements.
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15,807
8.88

$140,321
1,761
$142,082

$

(934)
4.09

$ 52,633
(554)
$ 52,079
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Presenting the expenses of our Oil and Gas segment on a cost per Mcfe of production basis normalizes for the impact of production
gains/losses and provides a measure of expense control efficiencies. The following table highlights certain relevant expense items in total (in
thousands) converted to Mcfe at a ratio of one barrel of oil to six Mcf:
Three Months Ended June 30,
2008
Total

2007
Per Mcfe

Oil and gas operating expenses (1):
Direct operating expenses (2)
Workover
Transportation
Repairs and maintenance
Overhead and company labor
Total

$ 23,995
3,964
2,184
5,728
1,134
$ 37,005

$

Depletion expense
Abandonment
Accretion expense
Impairment

$ 50,951
2,818
3,257
306

$

$

Total

Per Mcfe

1.61
0.27
0.15
0.39
0.07
2.49

$ 19,897
1,328
1,275
2,884
3,230
$ 28,614

$

3.43
0.19
0.22
0.02

$ 48,521
2,754
2,574
904

$

$

1.26
0.08
0.08
0.18
0.21
1.81
3.07
0.17
0.16
0.06

(1)

Excludes exploration expense of $1.5 million and $3.0 million for the three months ended June 30, 2008 and 2007, respectively. Exploration
expense is not a component of lease operating expense.

(2)

Includes production taxes.

Revenues. During the three months ended June 30, 2008, our revenues increased by 32% as compared to the same period in 2007.
Contracting Services revenues increased primarily due to strong performance from our robotics subsidiary as well as increased utilization of our
offshore construction vessels. These increases were partially offset by increased number of out-of-service days for the marine and drilling
upgrades of the Q4000. Shelf Contracting revenues increased primarily as a result of the revenue contributions from certain former Horizon assets
acquired in December 2007. This increase was partially offset by lower vessel utilization related to winter seasonality and harsh weather conditions
which continued into May 2008.
Oil and Gas revenues increased 37% during the three months ended June 30, 2008 as compared to the same period in 2007. The increase in
oil revenues was attributable to a 69% increase in realized oil prices with slightly lower production compared with the same prior year period. The
increase in gas revenues was attributable to a 29% increase in realized gas prices, partially offset by a 7% decrease in gas production in the
second quarter of 2008 as compared to the same prior year period. Production declines were attributable to the loss of production at the Tiger
deepwater field in late 2007, along with a natural decline in shelf production as a result of reduction in capital allocable to shelf exploration.
Gross Profit. Gross profit in the second quarter of 2008 increased $50.6 million as compared to the same period in 2007. This increase was
primarily due to higher gross profit attributable to our Oil and Gas segment as a result of higher commodity prices realized, as described above.
Further, Contracting Services gross profit increased 19% for the reasons stated above, However, Contracting Services gross margin decreased
by six points. The decline in gross margin was primarily due to lower margins realized on certain international deepwater pipelay projects during the
quarter as services were provided to the customer under various change orders; however, no revenue was recognized associated with this work as
certain revenue recognition criteria were not met at June 30, 2008. We expect our Contracting Services gross margin to improve in the remainder
of the year.
Shelf Contracting gross profit increased slightly during second quarter 2008 as compared to the same prior year period. The increase was
primarily attributable to gross profit contributions from certain
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Horizon assets, offset partially by lower vessel utilization, as described above, and higher depreciation and amortization due primarily to assets
purchased in the Horizon acquisition.
Gain on Sale of Assets, Net. Gain on sale of assets, net, was $18.8 million during the three months ended June 30, 2008. In April 2008, we
sold a 10% working interest in the Bushwood discoveries (Garden Banks Blocks 463, 506 and 507) and other Outer Continental Shelf oil and gas
properties (East Cameron blocks 371 and 381) for a gain of $30.5 million. This gain was partially offset by an $11.9 million loss related to the sale
of all our interest in our Onshore Properties. Included in the cost basis of our Onshore Properties was $8.1 million of goodwill allocated from our Oil
and Gas segment.
Selling and Administrative Expenses. Selling and administrative expenses of $43.9 million for the second quarter of 2008 were $10.5 million
higher than the $33.4 million incurred in the same prior year period. The increase was due primarily to higher overhead (primarily related to the
Horizon acquisition) to support our growth. In addition, in June 2008, we recognized approximately $1.5 million of expenses related to the
separation agreement between the Company and Mr. Pursell, our former Chief Financial Officer, as a result of his resignation and the termination
of his employment with the Company.
Equity in Earnings of Investments. Equity in earnings of investments increased by $10.9 million during the three months ended June 30,
2008 as compared to the same prior year period. This increase was mostly due to second quarter 2007 equity losses and a related non-cash asset
impairment charge totaling $11.8 million from CDI’s 40% investment in OTSL. In June 2007, CDI’s investment in OTSL was reduced to zero. Our
equity in earnings related to our 20% investment in Independence Hub increased $1.0 million over the same prior year period. Our investment in
Deepwater Gateway contributed a $0.4 million increase in equity in earnings.
Net Interest Expense and Other. We reported net interest and other expense of $18.7 million in second quarter 2008 as compared to
$14.3 million in the same prior year period. Gross interest expense of $29.7 million during the three months ended June 30, 2008 was higher than
the $23.2 million incurred in 2007 due to overall higher levels of indebtedness as a result of our Senior Unsecured Notes and CDI’s term loan,
which both closed in December 2007. Offsetting the increase in interest expense was $9.6 million of capitalized interest and $0.6 million of interest
income in the second quarter of 2008, compared with $6.4 million of capitalized interest and $1.9 million of interest income in the same prior year
period.
Provision for Income Taxes. Income taxes increased to $55.9 million in the three months ended June 30, 2008 as compared to $33.3 million
in the same prior year period. The increase was primarily due to increased profitability. In addition, the effective tax rate of 36.1% for the second
quarter of 2008 was higher than the 35.0% for the second quarter of 2007. The effective tax rate for the second quarter of 2008 increased primarily
because of additional deferred tax expense recorded as a result of the increase in the equity earnings of CDI in excess of our tax basis. Further,
the allocation of goodwill to the cost basis for the Onshore Properties sale is not allowable for tax purposes. These increases were partially offset
by the increased benefit derived from the Internal Revenue Code §199 manufacturing deduction primarily related to oil and gas production and the
effect of lower tax rates in certain foreign jurisdictions.
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Comparison of Six Months Ended June 30, 2008 and 2007
The following table details various financial and operational highlights for the periods presented:
Six Months Ended
June 30,
2008
2007

Revenues (in thousands) –
Contracting Services
Shelf Contracting
Oil and Gas
Intercompany elimination

Gross profit (in thousands) –
Contracting Services
Shelf Contracting
Oil and Gas
Intercompany elimination

Gross Margin –
Contracting Services
Shelf Contracting
Oil and Gas
Total company
Number of vessels (1)/ Utilization(2) –
Contracting Services:
Offshore construction vessels
Well operations
ROVs
Shelf Contracting

Increase/
(Decrease)

$ 412,140
316,541
365,212
(102,662)
$ 991,231

$292,436
284,484
273,049
(43,340)
$806,629

$ 119,704
32,057
92,163
(59,322)
$ 184,602

$ 89,889
71,946
159,729
(8,271)
$ 313,293

$ 77,565
103,517
104,319
(8,021)
$277,380

$ 12,324
(31,571)
55,410
(250)
$ 35,913

22%
23%
44%

27%
36%
38%

(5 pts)
(13 pts)
6 pts

32%

34%

(2 pts)

8/95%
2/43%
42/66%
30/48%

7/73%
2/80%
34/80%
25/66%

(1)

Represents number of vessels (including chartered vessels) as of the end of the period excluding acquired vessels prior to their in-service
dates, and vessels taken out of service prior to their disposition.

(2)

Average vessel utilization rate is calculated by dividing the total number of days the vessels in this category generated revenues by the total
number of calendar days in the applicable period.
Intercompany segment revenues during the six months ended June 30, 2008 and 2007 were as follows (in thousands):
Six Months Ended
June 30,
2008
2007

Contracting Services
Shelf Contracting

$ 85,041
17,621
$102,662
37

$ 31,497
11,843
$ 43,340

Increase/
(Decrease)

$ 53,544
5,778
$ 59,322
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Intercompany segment profit during the six months ended June 30, 2008 and 2007 was as follows (in thousands):
Six Months Ended
June 30,
2008
2007

Contracting Services
Shelf Contracting

$ 5,892
2,379
$ 8,271

$ 2,675
5,346
$ 8,021

Increase/
(Decrease)

$

3,217
(2,967)
$
250

The following table details various financial and operational highlights related to our Oil and Gas segment for the periods presented:
Six Months Ended
June 30,
2008
2007

Oil and Gas information –
Oil production volume (MBbls)
Oil sales revenue (in thousands)
Average oil sales price per Bbl (excluding hedges)
Average realized oil price per Bbl (including hedges)
Increase (decrease) in oil sales revenue due to:
Change in prices (in thousands)
Change in production volume (in thousands)
Total increase in oil sales revenue (in thousands)

1,807
$174,045
$ 103.78
$ 96.33

1,897
$112,482
$ 59.41
$ 59.31

(90)
$ 61,563
$ 44.37
$ 37.02

20,152
$157,803
$
7.71
$
7.83

(558)
$ 31,022
$
2.21
$
1.81

$ 70,224
(8,661)
$ 61,563

Gas production volume (MMcf)
Gas sales revenue (in thousands)
Average gas sales price per mcf (excluding hedges)
Average realized gas price per mcf (including hedges)
Increase (decrease) in gas sales revenue due to:
Change in prices (in thousands)
Change in production volume (in thousands)
Total increase in gas sales revenue (in thousands)

19,594
$188,825
$
9.92
$
9.64
$ 36,393
(5,371)
$ 31,022

Total production (MMcfe)
Price per Mcfe

$

Oil and Gas revenue information (in thousands)–
Oil and gas sales revenue
Miscellaneous revenues (1)

(1)

Increase/
(Decrease)

30,435
11.92

$362,870
2,342
$365,212

$

31,531
8.57

$270,285
2,764
$273,049

$

(1,096)
3.35

$ 92,585
(422)
$ 92,163

Miscellaneous revenues primarily relate to fees earned under our process handling agreements.

Presenting the expenses of our Oil and Gas segment on a cost per Mcfe of production basis normalizes for the impact of production
gains/losses and provides a measure of expense control efficiencies. The following table highlights certain relevant expense items in total (in
thousands) converted to Mcfe at a ratio of one barrel of oil to six Mcf:
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Six Months Ended June 30,
2008
Total

2007
Per Mcfe

Oil and gas operating expenses (1):
Direct operating expenses (2)
Workover
Transportation
Repairs and maintenance
Overhead and company labor
Total

$ 46,295
6,706
3,136
10,601
3,796
$ 70,534

$

Depletion expense
Abandonment
Accretion expense
Impairment

$104,579
3,477
6,503
17,028

$

$

Total

Per Mcfe

1.52
0.22
0.10
0.35
0.13
2.32

$ 39,708
4,673
2,493
6,176
5,862
$ 58,912

$

3.44
0.11
0.21
0.56

$ 95,439
4,079
5,229
904

$

$

1.26
0.15
0.08
0.20
0.18
1.87
3.03
0.13
0.17
0.03

(1)

Excludes exploration expense of $3.4 million and $4.2 million for the six months ended June 30, 2008 and 2007, respectively. Exploration
expense is not a component of lease operating expense.

(2)

Includes production taxes.

Revenues. During the six months ended June 30, 2008, our revenues increased by 23% as compared to the same period in 2007. Contracting
Services revenues increased primarily due to strong performance from our robotics subsidiary as well as significant increased revenues from our
offshore construction vessels. These increases were partially offset by increased number of out-of-service days for marine and drilling upgrades of
the Q4000, which returned to service in June 2008. Shelf Contracting revenues increased primarily as a result of the revenue contributions from
certain former Horizon assets acquired in December 2007. This increase was partially offset by lower vessel utilization related to winter
seasonality and harsh weather conditions which continued into May 2008.
Oil and Gas revenues increased 34% during the six months ended June 30, 2008 as compared to the same period in 2007. The increase in oil
revenues was attributable to a 62% increase in oil prices realized offset by slightly lower production compared to the same prior year period. The
increase in gas revenues was attributable to a 23% increase in gas prices realized, partially offset by lower gas production during the first half of
2008 as compared to the same prior year period. Production declines were attributable to the loss of production at the Tiger deepwater field in late
2007, along with a natural decline in shelf production as a result of reduction in capital allocable to shelf exploration.
Gross Profit. Gross profit during the six months ended June 30, 2008 increased $35.9 million as compared to the same period in 2007. This
increase was primarily due to higher gross profit attributable to our Oil and Gas segment as a result of higher commodity prices realized, as
described above, offset partially by impairment expense of approximately $17.0 million, of which approximately $14.6 million was related to the
unsuccessful development well in January 2008 on Devil’s Island (Garden Banks 344).
In addition, Contracting Services gross profit increased 16% due to the factors stated above, However, Contracting Services gross margin
decreased by five points. The decline in gross margin was primarily due to lower margins realized on certain international deepwater pipelay
projects during the quarter as services were provided to the customer under various change orders; however, no revenue was recognized
associated with this work as certain revenue recognition criteria were not met at June 30, 2008.
These increases were partially offset by decreased Shelf Contracting gross profit. This decrease was attributable to lower vessel utilization
referred to above and increased depreciation and amortization as a result of assets purchased in the Horizon acquisition. The utilization impact
from the continued harsh weather in the Gulf of Mexico during the first five months of 2008 was compounded by CDI’s increased exposure in
terms of fleet size following the Horizon acquisition.
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Gain on Sale of Assets, Net. Gain on sale of assets, net, was $79.9 million during the six months ended June 30, 2008. We recognized a gain
of $91.6 million related to the sale of a 30% working interest in the Bushwood discoveries (Garden Banks Blocks 463, 506 and 507) and other
Outer Continental Shelf oil and gas properties (East Cameron blocks 371 and 381). Offsetting this gain was a loss of $11.9 million related to the
sale of all our interest in our Onshore Properties. Included in the cost basis of our Onshore Properties was $8.1 million of goodwill allocated from
our Oil and Gas segment.
Selling and Administrative Expenses. Selling and administrative expenses for the six months ended June 30, 2008 were $27.7 million higher
than the same prior year period. The increase was due primarily to higher overhead (primarily related to the Horizon acquisition) to support our
growth. In addition, we recognized approximately $6.9 million of expenses related to the separation agreements between the Company and two of
our former executive officers.
Equity in Earnings of Investments. Equity in earnings of investments increased by $15.7 million during the six months ended June 30, 2008
as compared to the same prior year period. This increase was partially due to a $6.4 million increase in equity in earnings related to our 20%
investment in Independence Hub which began production during the third quarter of 2007. Our investment in Deepwater Gateway contributed a
$0.7 million increase in equity in earnings. Also, in second quarter 2007 equity losses and a related non-cash asset impairment charge both
totaling $11.8 million from CDI’s 40% investment in OTSL were recorded.
Net Interest Expense and Other. We reported net interest and other expense of $44.7 million for the first six months of 2008 as compared to
$27.3 million in the same prior year period. Gross interest expense of $64.6 million during the six months ended June 30, 2008 was higher than the
$46.2 million incurred in 2007 due to overall higher levels of indebtedness as a result of our Senior Unsecured Notes and CDI’s term loan, which
both closed in December 2007. Offsetting the increase in interest expense was $20.6 million of capitalized interest and $1.6 million of interest
income in the first six months of 2008, compared with $11.8 million of capitalized interest and $6.6 million of interest income in the same prior year
period.
Provision for Income Taxes. Income taxes increased to $99.6 million in the first six months of 2008 as compared to $66.4 million in the same
prior year period. The increase was primarily due to increased profitability. In addition, the effective tax rate of 36.4% for the six months ended
June 30, 2008 was higher than the 34.4% for the same prior year period. The effective tax rate for the first six months of 2008 was higher because
of the additional deferred tax expense recorded as a result of the increase in the equity earnings of CDI in excess of our tax basis. Further, the
allocation of goodwill to the cost basis for the Onshore Properties sale is not allowable for tax purposes. These increases were partially offset by
the increased benefit derived from the Internal Revenue Code §199 manufacturing deduction primarily related to oil and gas production and the
effect of lower tax rates in certain foreign jurisdictions.
LIQUIDITY AND CAPITAL RESOURCES
Overview
The following tables present certain information useful in the analysis of our financial condition and liquidity for the periods presented (in
thousands):
June 30,
2008

Net working capital
Long-term debt (1)
(1)

$ (132,788)
1,697,797

December 31,
2007

$

48,290
1,725,541

Long-term debt does not include the current maturities portion of the long-term debt as such amount is included in net working capital.
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Six Months Ended
June 30,

Net cash provided by (used in):
Operating activities
Investing activities
Financing activities

2008

2007

$ 190,329
$(317,547)
$ 60,367

$ 123,691
$(161,421)
$ (73,050)

Our primary cash needs are to fund capital expenditures to allow the growth of our current lines of business and to repay outstanding
borrowings and make related interest payments. Historically, we have funded our capital program, including acquisitions, with cash flows from
operations, borrowings under credit facilities and use of project financing along with other debt and equity alternatives.
In accordance with the Senior Unsecured Notes, amended Senior Credit Facilities, Convertible Senior Notes, MARAD Debt and Cal Dive’s
credit facility, we are required to comply with certain covenants and restrictions, including the maintenance of minimum net worth, annual working
capital and debt-to-equity requirements. As of June 30, 2008 and December 31, 2007, we were in compliance with these covenants and
restrictions. The Senior Unsecured Notes and Senior Credit Facilities contain provisions that limit our ability to incur certain types of additional
indebtedness.
The Convertible Senior Notes can be converted prior to the stated maturity under certain triggering events specified in the indenture governing
the Convertible Senior Notes. In second quarter 2008, the closing sale price of our common stock for at least 20 trading days in the period of 30
consecutive trading days ending on June 30, 2008 exceeded 120% of the conversion price (i.e., exceeded $38.56 per share). As a result, pursuant
to the terms of the indenture, the Convertible Senior Notes can be converted during third quarter 2008. We expect to have approximately $210
million available capacity under our Revolving Loans to cover the conversion during the third quarter 2008 (the conversion period). As a result,
$210 million of the Convertible Senior Notes remained in long-term debt and $90 million was reclassified to current maturities of long-term debt.
In May 2008, as provided by our amended Senior Credit Facilities, we increased our Revolving Credit Facility by $120 million. As a result, our
total borrowing capacity is now $420 million. As of June 30, 2008, we had $276.2 million of available borrowing capacity under our credit facilities.
If our Senior Convertible Notes are converted during third quarter 2008 (see “—Senior Convertible Notes” below), we expect to use our available
capacity under the Revolving Loans to satisfy this obligation. In addition, CDI had $268.4 million of available borrowing under its revolving credit
facility. We do not have access to any unused portion of CDI’s revolving credit facility. See “Notes to Condensed Consolidated Financial
Statements (Unaudited) — Note 9 – Long-term Debt” for additional information related to our long-term obligations.
Working Capital
Cash flow from operating activities increased by $66.6 million in the six months ended June 30, 2008 as compared to the same period in 2007.
This increase was primarily due to lower income taxes paid in the first six months of 2008 of approximately $15.5 million compared to
approximately $192.0 million in the first six months of 2007, most of which ($126.6 million) was related to the proceeds received from the CDI
initial public offering in December 2006. This increase was partially offset by $73.2 million increase related to margin deposits as required by
various forward commodity sales contracts we have in place (see description below under “—Margin Deposits”).
We had a net working capital deficit of $132.8 million at June 30 2008. The following items were contributing factors to this deficit:
§

A $90 million reclassification of our Senior Convertible Notes from Long-term Debt to Current Maturities of Long-term Debt as certain
conversion triggers were met in the second quarter 2008 (see “Note — 9 — Long-Term Debt”). We do not expect the notes to be
converted during the third quarter.
41

Table of Contents

§

A $22.6 million increase in non-current margin deposits related to various forward commodity sales contracts.

Under the terms of the MARAD Debt, we are required to maintain positive working capital as of the end of each fiscal year. In the event that
our working capital on December 31, 2008 is negative, under the terms of MARAD Debt agreements we would be required to deposit with the
trustee an amount of cash determined pursuant to the agreements (the “Title XI Reserve Fund”) within 120 days after the year end. The Title XI
Reserve Fund is calculated based on our after tax earnings, adjusted for depreciation, multiplied by a percentage equal to the original cost basis in
the Q4000 divided by our total fixed assets as of December 31. This Title XI Reserve Fund is available, under conditions imposed by MARAD, for
use in future periods for payment of interest and principal due under the indenture. If this deposit is required, we estimate the aggregate deposit to
be between $10 million to $15 million. Although we have a net working capital deficit at June 30, 2008, we believe internally generated cash flow
and borrowings under our existing credit facilities will provide the necessary capital to fund our working capital requirements.
Investing Activities
Capital expenditures have consisted principally of strategic asset acquisitions related to the purchase or construction of dynamically positioned
vessels, acquisition of select businesses, improvements to existing vessels, acquisition of oil and gas properties and investments in our
production facilities. Significant sources (uses) of cash associated with investing activities for the six months ended June 30, 2008 and 2007 were
as follows (in thousands):
Six Months Ended
June 30,
2008
2007

Capital expenditures:
Contracting Services
Shelf Contracting
Production Facilities
Oil and Gas
Sale of short-term investments
Investments in equity investments
Distributions from equity investments, net (1)
Proceeds from sales of properties
Other
Cash used in investing activities
(1)

$(185,552)
(40,875)
(66,044)
(262,329)
—
(708)
9,118
229,243
(400)
$(317,547)

$ (99,557)
(12,272)
(36,854)
(282,799)
275,395
(15,265)
6,279
4,339
(687)
$(161,421)

Distributions from equity investments are net of undistributed equity earnings from our equity investments. Gross distributions from our
equity investments are detailed below.

Restricted Cash
As of June 30, 2008 and December 31, 2007, we had $35.2 million and $34.8 million, respectively, of restricted cash. Almost all of our
restricted cash was related to funds required to be escrowed to cover decommissioning liabilities associated with the South Marsh Island 130
(“SMI 130”) acquisition in 2002 by our Oil and Gas segment. We had fully satisfied the escrow requirement as of June 30, 2008. We may use the
restricted cash for decommissioning the related field.
Margin Deposits
As of June 30, 2008, we had $73.2 million of margin deposits as related to various forward commodity sales contracts we have in place, of
which $50.6 million and $22.6 million were reported in Other Current Assets and Other Assets, Net, respectively. To the extent that market prices
for oil or natural gas exceed the applicable strike price or contractual price in a hedge or forward sale, the
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counterparty may request cash or letters of credit as collateral for exposures above specific credit thresholds established by them. Cash funded is
held in an interest bearing escrow account at the counterparty’s financial institution. Amounts held in escrow are returned to us as either
commodity prices decline thereby reducing the counterparty’s exposure, or as the underlying contracts are settled on a monthly basis. At July 31,
2008, total margin deposits under these forward commodity sales contracts were reduced to $5.8 million.
Equity Investments
We made the following contributions to our equity investments during the six months ended June 30, 2008 and 2007 (in thousands):
Six Months Ended
June 30,
2008
2007

Independence
Other
Total

$
$

—
708
708

$ 12,475
2,790
$ 15,265

We received the following distributions from our equity investments during the six months ended June 30, 2008 and 2007 (in thousands):
Six Months Ended
June 30,
2008
2007

Deepwater Gateway
Independence
Total

$ 14,500
14,000
$ 28,500

$ 15,500
3,000
$ 18,500

Sale of Oil and Gas Properties
On March 31, 2008, we agreed to sell 30% working interest in the Bushwood discoveries (Garden Banks Blocks 463, 506 and 507) and other
Outer Continental Shelf oil and gas properties (East Cameron blocks 371 and 381), in two separate transactions to affiliates of private independent
oil and gas company for total cash consideration of approximately $181.2 million (which includes the purchasers’ share of past capital
expenditures on these fields), and additional potential cash payments of up to $20 million based upon certain field production milestones. The new
co-owners will also pay their pro rata share of all future capital expenditures related to the exploration and development of these fields. The
assumption of certain decommissioning liabilities will be satisfied on a pro rata share basis between the new co-owners and us. We received
$120.8 million related to the sale of a 20% working interest and the reimbursement of capital expenditures on these fields from the purchasers. We
have also received $60.4 million for the 10% sale in the second quarter of 2008. Proceeds from the sale of these properties were used to pay down
our outstanding revolving loans in April 2008. As a result of these sales, we recognized a pre-tax gain of $91.6 million (of which $61.1 million was
recognized in first quarter 2008).
In May 2008, we sold all our interests in our Onshore Properties to an unrelated investor. We sold these Onshore Properties for cash proceeds
of $47.2 million and recorded a related loss of $11.9 million in the second quarter of 2008. Included in the cost basis of the Onshore Properties
was an $8.1 million allocation of goodwill from our Oil and Gas segment.
Outlook
We anticipate capital expenditures for the remainder of 2008 will range from $375 million to $475 million. Our projected capital expenditures on
certain projects have increased as compared to the initially budgeted amounts due primarily to scope changes, escalating costs for certain
materials and services
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due to increasing demand, and the weakening of the U.S. dollar with respect to foreign currency denominated construction contracts. We may
increase or decrease these plans based on various economic factors. We believe internally generated cash flow and borrowings under our existing
credit facilities will provide the necessary capital to fund our 2008 initiatives.
The following table summarizes our contractual cash obligations as of June 30, 2008 and the scheduled years in which the obligations are
contractually due (in thousands):

Convertible Senior Notes (2)
Senior Unsecured Notes
Term Loan
MARAD debt
Revolving Credit Facility
CDI Term Loan
CDI Revolving Credit Facility
Loan notes
Capital leases
Interest related to long-term debt (3)
Preferred stock dividends (4)
Drilling and development costs
Property and equipment (5)
Operating leases (6)
Total cash obligations

Total (1)

Less Than
1 year

$ 300,000
550,000
421,255
125,480
115,000
335,000
9,500
5,000
218
779,596
2,737
94,800
129,800
130,313
$2,998,699

$ 90,000
—
4,326
4,112
—
60,000
—
5,000
218
110,191
2,737
94,800
129,800
56,637
$ 557,821

More Than
5 Years

1-3 Years

3-5 Years

$

$210,000
—
8,652
9,757
115,000
115,000
9,500
—
—
180,695
—
—
—
11,570
$660,174

—
—
8,652
8,851
—
160,000
—
—
—
199,320
—
—
—
44,369
$421,192

$

—
550,000
399,625
102,760
—
—
—
—
—
289,390
—
—
—
17,737
$1,359,512

(1)

Our total exposure under letters of credit outstanding at June 30, 2008 was approximately $53.3 million and was excluded from the table
above. These letters of credit primarily guarantee various contract bidding, contractual performance and insurance activities and shipyard
commitments.

(2)

Maturity 2025. Can be converted prior to stated maturity (see “Notes to Condensed Consolidated Financial Statements (Unaudited) — Note
9”). In second quarter 2008, the conversion trigger was met, so the notes can be converted during third quarter 2008. As of June 30, 2008,
we have approximately $210 million available to cover the conversion during the third quarter 2008 (the conversion period). As a result,
$210 million of the Convertible Senior Notes remained in long-term debt (with the same maturity as the Revolving Loans) and $90 million was
reclassified to current maturities of long-term debt. If in future quarters the conversion price trigger is met and we do not have alternative
long-term financing or commitments available to cover the conversion (or a portion thereof), the portion uncovered would be classified as a
current liability in the accompanying balance sheet.

(3)

Amount includes estimated interest payment for the Convertible Senior Notes through maturity of 2025.

(4)

Amount represents dividend payment for one year only. Dividends are paid quarterly until such time the holder elects to redeem the stock.

(5)

Costs incurred as of June 30, 2008 and additional property and equipment commitments (excluding capitalized interest) at June 30, 2008
consisted of the following (in thousands):
Costs
Incurred

Caesar conversion
Well Enhancer construction
Helix Producer I (a)
Total

$124,000
137,000
221,000
$482,000

Costs
Committed

$

31,700
43,400
54,700
$ 129,800

Total Estimated
Project Cost Range

$165,000 – 185,000
200,000 – 220,000
270,000 – 290,000
$635,000 – 695,000

(a)

Represents 100% of the cost of the vessel, conversion and construction of additional facilities, of which we expect our portion to range
between $228 million and $248 million.

(6)

Operating leases included facility leases and vessel charter leases. Vessel charter lease commitments at June 30, 2008 were approximately
$78.1 million.

Contingencies
In orders from the MMS dated December 2005 and May 2006, we received notice from the MMS that lease price thresholds were exceeded for
2004 oil and gas production and for 2003 gas production,
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and that royalties are due on such production notwithstanding the provisions of the DWRRA. As of June 30, 2008, we have approximately
$62.1 million accrued for the related royalties and interest. On October 30, 2007, the federal district court in the Kerr-McGee case entered
judgment in favor of Kerr-McGee and held that the Department of the Interior exceeded its authority by including the price thresholds in the subject
leases. The government filed a notice of appeal of that decision on December 21, 2007. See “Notes to Condensed Consolidated Financial
Statements (Unaudited)—Note 19” for a detailed description of this contingency.
During the fourth quarter of 2006, Horizon received a tax assessment from the SAT, the Mexican taxing authority, for approximately $23 million
related to fiscal 2001, including penalties, interest and monetary correction. The SAT’s assessment claims unpaid taxes related to services
performed among the Horizon subsidiaries that CDI acquired at the time it acquired Horizon. CDI believes under the Mexico and United States
double taxation treaty that these services are not taxable and that the tax assessment itself is invalid. On February 14, 2008, CDI received notice
from the SAT upholding the original assessment. On April 21, 2008, CDI filed a petition in Mexico tax court disputing the assessment. We believe
that CDI’s position is supported by law and CDI intends to vigorously defend its position. However, the ultimate outcome of this litigation and CDI’s
potential liability from this assessment, if any, cannot be determined at this time. Nonetheless, an unfavorable outcome with respect to the Mexico
tax assessment could have a material adverse effect on CDI’s and our financial position and results of operations. Horizon’s 2002 through 2007
tax years remain subject to examination by the appropriate governmental agencies for Mexico tax purposes, with 2002 through 2004 currently
under audit.
CRITICAL ACCOUNTING POLICIES AND ESTIMATES
Our discussion and analysis of our financial condition and results of operations are based upon our consolidated financial statements. We
prepare these financial statements in conformity with accounting principles generally accepted in the United States. As such, we are required to
make certain estimates, judgments and assumptions that affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the periods presented. We base our estimates on historical experience,
available information and various other assumptions we believe to be reasonable under the circumstances. These estimates may change as new
events occur, as more experience is acquired, as additional information is obtained and as our operating environment changes. Due to the
adoption of SFAS No. 157, we have updated our critical accounting policies fair value measurement. Please read the following discussion in
conjunction with our “Critical Accounting Policies and Estimates” as disclosed in our 2007 Form 10-K.
Fair Value Measurement
SFAS No. 157 provides enhanced guidance for using fair value to measure assets and liabilities. We adopted the provisions of SFAS No. 157
on January 1, 2008 for assets and liabilities not subject to the deferral and expect to adopt this standard for all other assets and liabilities by
January 1, 2009. SFAS No. 157 establishes a three-tier fair value hierarchy, which prioritizes the inputs used in measuring fair value as follows:
• Level 1. Observable inputs such as quoted prices in active markets;
• Level 2. Inputs, other than the quoted prices in active markets, that are observable either directly or indirectly; and
• Level 3. Unobservable inputs in which there is little or no market data, which require the reporting entity to develop its own assumptions.
Assets and liabilities measured at fair value are based on one or more of three valuation techniques noted in SFAS No. 157. The valuation
techniques are as follows:
(a) Market Approach. Prices and other relevant information generated by market transactions involving identical or comparable assets or
liabilities.
(b) Cost Approach. Amount that would be required to replace the service capacity of an asset
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(replacement cost).
(c) Income Approach. Techniques to convert expected future cash flows to a single present amount based on market expectations (including
present value techniques, option-pricing and excess earnings models).
The financial assets and liabilities that are recognized based on fair value on a recurring basis at June 30, 2008 include our oil and gas
costless collars, interest rate swaps and foreign currency forwards. The following table provides additional details regarding the significant inputs
used in the calculation of the fair values:
Item

Fair Value
Hierarchy

Valuation
Technique

Oil swaps and collars

Level 2

Income

•
•
•

Hedged oil price
NYMEX sweet crude oil forward price
Light surface crude oil volatility rate

Gas swaps and collars

Level 2

Income

•
•
•

Hedged gas price
NYMEX natural gas forward price
Natural gas volatility rate

Interest rate swaps

Level 2

Income

•
•

Fixed rate
Three months LIBOR forward rate

Foreign currency forwards

Level 2

Income

•
•
•

Hedged rate
Spot exchange rate
Forward exchange rate – calculated by adjusting the spot exchange rate by the
prevailing interest differential between the currencies

Significant Inputs

As the financial assets and liabilities listed above qualify for hedge accounting, and as long as these instruments continue to be effective hedges,
changes to the significant inputs described above would not have a material impact on results of operations as the change in the fair value is
recorded in accumulated other comprehensive income, a component of shareholders’ equity. In addition, changes to significant inputs would not
have a material impact on our liquidity, however, they may have a material impact on our financial condition.
Recently Issued Accounting Principles
In March 2008, the FASB issued SFAS No. 161, which applies to all derivative instruments and related hedged items accounted for under
SFAS No. 133. SFAS No. 161 asks entities to provide qualitative disclosures about the objectives and strategies for using derivatives,
quantitative data about the fair value of and gains and losses on derivative contracts, and details of credit-risk-related contingent features in their
hedged positions. The standard is effective for financial statements issued for fiscal years and interim periods beginning after November 15, 2008,
with early application encouraged, but not required. We are currently evaluating the impact of this statement on our disclosures.
In May 2008, the FASB issued FSP APB 14-1. This FSP would require the proceeds from the issuance of convertible debt instruments to be
allocated between a liability component (issued at a discount) and an equity component. The resulting debt discount would be amortized over the
period the convertible debt is expected to be outstanding as additional non-cash interest expense. The effective date of FSP APB 14-1 is for fiscal
years beginning after December 15, 2008 and requires retrospective application to all periods reported (with the cumulative effect of the change
reported in retained earnings as of the beginning of the first period presented). The FSP does not permit early application. This FSP changes the
accounting treatment for our Convertible Senior Notes. FSP APB 14-1 will increase our non-cash interest expense for our past and future reporting
periods. In addition, it will reduce our long-term
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debt and increase our stockholder’s equity for the past reporting periods. We are currently evaluating the potential impact of this issue on our
consolidated financial statements.
In June 2008, the FASB issued FSP EITF 03-6-1. This FSP would require unvested share-based payment awards containing non-forfeitable
rights to dividends or dividend equivalents (whether paid or unpaid) to be included in the computation of basic EPS according to the two-class
method. The effective date of FSP EITF 03-6-1 is for fiscal years beginning after December 15, 2008 and requires all prior-period EPS data
presented to be adjusted retrospectively (including interim financial statements, summaries of earnings, and selected financial data) to conform
with the provisions of this FSP. The FSP does not permit early application. This FSP changes our calculation of basic and diluted EPS and will
lower previously reported basic and diluted EPS as weighted-average shares outstanding used in the EPS calculation will increase. We are
currently evaluating the impact of this statement on our consolidated financial statements.
Item 3. Quantitative and Qualitative Disclosure about Market Risk
We are currently exposed to market risk in three major areas: interest rates, commodity prices and foreign currency exchange rates.
Interest Rate Risk. As of June 30, 2008, including the effects of interest rate swaps, approximately 41.4% of our outstanding debt was based
on floating rates. As a result, we are subject to interest rate risk. In September 2006, effective October 3, 2006, we entered into various cash flow
hedging interest rate swaps to stabilize cash flows relating to interest payments on $200 million of our Term Loan. In addition, in April 2008, CDI
entered into an interest rate swap to stabilize cash flows relating to its interest payments on $100 million of the CDI term loan. Excluding the
portion of our consolidated debt for which we have interest rate swaps in place, the interest rate applicable to our remaining variable rate debt may
rise, increasing our interest expense. The impact of market risk is estimated using a hypothetical increase in interest rates by 100 basis points for
our variable rate long-term debt that is not hedged. Based on this hypothetical assumption, we would have incurred an additional $1.4 million and
$3.2 million in interest expense for the three and six months ended June 30, 2008, respectively. For the three and six months ended June 30,
2007, we would have incurred an additional $2.5 million and $5.1 million in interest expense, respectively.
Commodity Price Risk. As of June 30, 2008, we had the following volumes under derivative and forward sale contracts related to our oil and
gas producing activities totaling 2,475 MBbl of oil and 29,605,800 MMbtu of natural gas:
Instrument Type

Average
Monthly Volumes

Crude Oil:
July 2008 – December 2008
July 2008 – December 2008
July 2008 – December 2009

Collar
Swap
Forward Sale

30 MBbl
40 MBbl
114,167 MBbl

$60.00 — $82.38
$ 107.02
$ 71.84

Natural Gas:
July 2008 – December 2008
July 2008 – December 2009

Collar
Forward Sale

375,000 MMBtu
1,519,767 MMBtu

$ 7.50 — $11.22
$ 8.26

Production Period

Weighted
Average Price

Foreign Currency Exchange Risk. Because we operate in various regions in the world, we conduct a portion of our business in currencies other
than the U.S. dollar. We entered into various foreign currency forwards to stabilize expected cash outflows relating to a shipyard contract where
the contractual payments are denominated in euros and expected cash outflows relating to certain vessel charters denominated in British pounds.
The following table provides details related to the remaining forward contracts at June 30, 2008 (amounts in thousands):
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Forecasted Settlement Date

Amount

July 31, 2008
August 27, 2008
August 29, 2008
September 26, 2008
September 29, 2008
December 15, 2008
March 2, 2009

£ 581
€ 698
£ 581
€1,344
€ 465
€3,500
€1,075

(a)

Related to our vessel charter payments denominated in British pounds.

(b)

Designated as hedges and qualify for hedge accounting at June 30, 2008.

(c)

Related to our shipyard contract where the contractual payments are denominated in euros.

(d)

Derivatives were not designated as hedges at June 30, 2008.

Exchange
Rate

1.9263(a)(b)
1.5593(c)(d)
1.9225(a)(b)
1.5569(c)(b)
1.5567(c)(d)
1.5508(c)(b)
1.5456(c)(b)

The aggregate fair value of the foreign currency forwards described above was a net asset of $0.2 million and $1.4 million as of June 30, 2008
and December 31, 2007, respectively.
Item 4. Controls and Procedures
(a) Evaluation of disclosure controls and procedures. Our management, with the participation of our principal executive officer and principal
financial officer, evaluated the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) promulgated
under the Exchange Act) as of the end of the fiscal quarter ended June 30, 2008. Based on this evaluation, the principal executive officer and the
principal financial officer have concluded that our disclosure controls and procedures were effective as of the end of the fiscal quarter ended
June 30, 2008 to ensure that information that is required to be disclosed by us in the reports we file or submit under the Exchange Act is
(i) recorded, processed, summarized and reported, within the time periods specified in the SEC’s rules and forms and (ii) accumulated and
communicated to our management, as appropriate, to allow timely decisions regarding required disclosure.
(b) Changes in internal control over financial reporting. There have been no changes in our internal control over financial reporting, as defined in
Rule 13a-15(f) of the Exchange Act, in the period covered by this report that have materially affected, or are reasonably likely to materially affect,
our internal control over financial reporting. We implemented an enterprise resource planning system on January 1, 2008 for Helix Subsea
Construction, Inc. (excluding our ROV and trencher business) and our U.S. Well Operations division and continue to evolve our controls
accordingly. Resulting impacts on internal controls over financial reporting were evaluated and determined not to be significant for the fiscal quarter
ended June 30, 2008. However, this ongoing implementation effort may lead to our making additional changes in our internal controls over financial
reporting in future fiscal periods. On December 11, 2007, our majority owned subsidiary, Cal Dive International, Inc., completed the acquisition of
Horizon Offshore, Inc. Cal Dive continues to integrate Horizon’s historical internal controls over financial reporting into their own internal controls
over financial reporting within our overall control structure. This ongoing integration may lead to our making additional changes in our internal
controls over financial reporting in future fiscal periods.
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Part II. OTHER INFORMATION
Item 1. Legal Proceedings
See Part I, Item 1, Note 19 to the Condensed Consolidated Financial Statements, which is incorporated herein by reference.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
Issuer Purchases of Equity Securities

Period

April 1 to April 30, 2008(1)
May 1 to May 31, 2008(1)
June 1 to June 30, 2008(1)

(1)

(a) Total
number
of shares
purchased

(b)
Average
price paid
per share

(c) Total
number
of shares
purchased as
part of publicly
announced
program

61
114
377
552

$ 33.70
36.33
39.94
$ 38.51

—
—
—
—

(d) Maximum
value of shares
that may yet be
purchased
under
the program

$

$

N/A
N/A
N/A
N/A

Represents shares subject to restricted share awards withheld to satisfy tax obligations arising upon the vesting of restricted shares.

Item 4. Other Information
Helix’s Annual Meeting of Shareholders was held on May 6, 2008. As of the close of business on March 28, 2008, the record date for the
annual meeting, there were 91,680,796 shares of common stock entitled to vote, of which there were 80,488,087 (87.8%) shares present at the
annual meeting in person or by proxy. At the annual meeting, stockholders voted on one matter: the election of two Class III Directors for a term of
three years expiring at the 2011 Annual Meeting of Shareholders. The voting results were as follows:
Gordon F. Ahalt
Anthony Tripodo(1)

For
For

79,429,410
72,433,492

Withheld
Withheld

1,058,677
8,054,595

The two nominees for Class III Director were elected.
(1) Anthony Tripodo resigned from our board of directors on June 25, 2008 at which date he was appointed our Chief Financial Officer.
Our Class I Directors Owen Kratz, Bernard J. Duroc-Danner and John V. Lovoi, continue in office until our 2010 Annual Meeting of
Shareholders. Our Class II Directors, T. William Porter, William L. Transier and James A. Watt, continue in office until our 2009 Annual Meeting of
Shareholders.
Item 6. Exhibits
4.1

Guaranty Facility Agreement effective June 30, 2008 by and among Helix Energy Solutions Group, Inc and Nordea Bank Norge ASA
and its affiliate, Nordea Bank Finland Plc (1)

10.1

Separation Agreement by and between Helix Energy Solutions Group, Inc. and A. Wade Pursell effective June 25, 2008, incorporated by
reference to Exhibit 10.1 to the Form 8-K filed with the Securities and Exchange Commission on June 30, 2008 (“June 2008 8-K”).

10.2

Employment Agreement by and between Helix Energy Solutions Group, Inc. and Anthony Tripodo dated June 25, 2008, incorporated by
reference to Exhibit 10.2 of the June 2008 8-K.
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10.3

Consulting Agreement by and between Helix Energy Solutions Group, Inc. and A. Wade Pursell entered into July 4, 2008(1)

15.1

Independent Registered Public Accounting Firm’s Acknowledgement Letter(1)

31.1

Certification Pursuant to Rule 13a-14(a) under the Securities Exchange Act of 1934 by Owen Kratz, Chief Executive Officer(1)

31.2

Certification Pursuant to Rule 13a-14(a) under the Securities Exchange Act of 1934 by Anthony Tripodo, Chief Financial Officer(1)

32.1

Certification of Helix’s Chief Executive Officer and Chief Financial Officer pursuant to Section 906 of the Sarbanes — Oxley Act of
2002(2)

99.1

Report of Independent Registered Public Accounting Firm(1)

(1)

Filed herewith

(2)

Furnished herewith
SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned, thereunto duly authorized.
HELIX ENERGY SOLUTIONS GROUP, INC.
(Registrant)
Date: August 1, 2008

By: /s/ Owen Kratz
Owen Kratz
President and Chief Executive Officer

Date: August 1, 2008

By: /s/ Anthony Tripodo
Anthony Tripodo
Executive Vice President and Chief Financial Officer
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Exhibit 4.1
Part A: Specific Terms — Guarantee Facility
Nordea Bank Norge ASA (the “Bank”), organisation no. NO 911 044 110 and Nordea Bank Finland Plc. (the “Guarantee Issuer”) (organisation
no. 1680235-8) have agreed to make available to Helix Energy Solutions Group, Inc. (the “Customer”) a guarantee facility (the “Guarantee
Facility”) on the terms of this agreement (the “Agreement”).
The Agreement consists of the following parts (and is the collective term used for them):
Part A: Specific Terms — Guarantee Facility
Part B: Standard Terms — Guarantee Facility
Part C: Initial Conditions Precedent — Guarantee Facility

Part D: Power of Attorney/Signatures
Part E: Documentary Credit Application

Background:
The Bank represents the Guarantee Issuer in all matters related to the Agreement (and which are stipulated in the Agreement) and all
communication between the Customer and the Guarantee Issuer under the Agreement shall be made through the Bank unless otherwise
explicitly agreed. The Agreement shall govern issued Guarantees on behalf of the Customer according to the agreed written routines for the
ordering of Guarantees in force at any given time. All Guarantees issued by the Bank and/or Guarantee Issuer covering obligations of the
Customer prior to the date of this Agreement shall be governed by this Agreement and regarded as issued under this Agreement.
Customer

Name
Helix Energy Solutions Group Inc.

Organisation number
95-3409686

Facility Amount:

USD 20,000,000.

Purpose:

For the issuance of performance guarantees in connection with contract work in the UK and Norwegian North
Sea (each a “Guarantee” and collectively the “Guarantees”)

Maturity Date:

364 days from the date of signing of the Agreement. The Guarantee Facility may be extended for successive
364-day periods through annual renewals as stipulated in Part B (Standard Terms – Guarantee Facility).

Arrangement Fee – Facility:

0.30% of Facility Amount, payable at signing of the Agreement.

Annual Renewal Fee:

0.20% of Facility Amount, payable at each 364-day extension of the Guarantee Facility as stipulated in Part B
(Standard Terms – Guarantee Facility).
1.00% p.a. of the amount available to be drawn under, any of issued and outstanding Guarantees, but in no
event less than USD 500 per Guarantee per annum. The Guarantee Commission is payable quarterly in
arrears.

Guarantee Commission:

In the event that cash has been deposited in the Cash Collateral Account (as defined below) following from
the Guarantee Facility not being extended through an annual review (as set out below), the Guarantee
Commission shall be reduced to 0.30% p.a.

Arrangement Fee – Guarantee:

USD 500, payable on the issuance of the respective Guarantee.
Amounts due to Nordea shall be paid in accordance with the following wiring instructions:
Pay to:

CHASUS33

For the account of:

NDEAFIHH

Charging:

Ref:

Trade Finance Oslo — Helix Energy Solutions Group

Other:

The Guarantee Facility shall be available for the issuance of Guarantees with up to 3 years tenor on an
unsecured basis, provided however that in the event the Guarantee Facility is not extended through an annual
renewal as stipulated in Part B (Standard Terms – Guarantee Facility), cash in an amount equal to 105% of
the aggregate amount available to be drawn under issued and outstanding Guarantees shall be deposited with
the Bank no later than 7 days prior to the then applicable Maturity Date. Any unused commitment under the
Guarantee Facility will terminate at the then applicable Maturity Date. In the event that cash has been
deposited into the Cash Collateral Account (as defined below) as a

Nordea Bank Norge ASA Middelthuns gate 17 Oslo P.O. Box 1166 Sentrum NO-0107 OSLO Norway company registration number NO 911 044
110 MVA

Part A: Specific Terms — Guarantee Facility
result of the foregoing, the Guarantee Commission shall be reduced to 0.30% p.a.
Cash deposited shall be held in an account with the Bank (the “Cash Collateral Account”), which account shall
be pledged to the Bank and Guarantee Issuer as security for the Customer’s obligations under to the Agreement.
The Cash Collateral Account shall be blocked for withdrawals by the Customer and accrue interest in accordance
with prevailing market terms for similar accounts. Upon termination of all issued and outstanding Guarantees,
satisfactory settlement of Customer’s obligations under the Agreement and termination of the Agreement in
whole, any remaining balance in the Cash Collateral Account shall be returned to the Customer together with
accrued interest thereon.
Funds held in the Cash Collateral Account shall be available to the Bank and the Guarantee Issuer for
reimbursement of claims paid under issued Guarantees and unpaid commission, fees and reasonable charges
and expenses payable under the Agreement, including, but not limited to, expenses for enforcement of the
Agreement and any documents relating thereto.
By signing this Agreement, we confirm that we have received all parts of the Agreement, consisting of Part A (Specific Terms — Guarantee
Facility), Part B (Standard Terms — Guarantee Facility), Part C (Initial Conditions Precedent — Guarantee Facility), Part D (Power of
Attorney/Signatures) and Part E (Documentary Credit Application). We confirm that we have read and understood the terms and conditions of the
Agreement.
Customer:
Helix Energy Solutions Group, Inc.
400 North Sam Houston Parkway East, Suite 400
Houston, TX 77060
USA
Name:
Title:
Date:
Bank
Nordea Bank Norge ASA
Middelthunsgate 17
Postboks 1166, Sentrum
N-0107 OSLO
Norway
Name:
Title:
Date:

Name:
Title:
Date:

Guarantee Issuer:
Nordea Bank Finland Plc
Middelthunsgate 17
Postboks 1166, Sentrum
N-0107 OSLO
Norway
Name:
Title:
Date:

Name:
Title:
Date:

Nordea Bank Norge ASA Middelthuns gate 17 Oslo P.O. Box 1166 Sentrum NO-0107 OSLO Norway company registration number NO 911 044
110 MVA

Part B: Standard Terms — Guarantee Facility
1 DEFINITIONS
1.1 In the Agreement and in any document related to the Agreement, the below terms shall have the following meaning:
Business day

A day on which banks are open for business of the nature required by this Agreement in Oslo, New York and
(when the Guarantee lssuer is involved) Helsinki, and such other places which are contemplated by the
transactions hereunder.

Beneficiary

A stated beneficiary under a Guarantee issued under the Agreement.

Bank

Nordea Bank Norge ASA (organisation no NO 91 1 044 11 0).

Default

Any circumstances described as such in Clause 10 (Default).

Guarantee

Any performance guarantee, including amendments thereto, issued or to be issued under the Agreement, as
for the purpose set out in Part A (Specified Terms – Guarantee Facility).

Guarantee Amount

The maximum amount for which the Guarantee Issuer is liable as stated in a Guarantee.

Guarantee Date

The date on which a Guarantee is issued.

Guarantee Facility

The Guarantee Facility made available to the Customer pursuant to the Agreement.

Guarantee Issuer

Nordea Bank Finland PIc (organisation no 1680235-8).

Guarantee Request

A request from the Customer to the Bank to issue a Guarantee, substantially in the form set out in Part E
(Documentary Credit Application).

Facility Amount

The Guarantee Facility amount granted to the Customer pursuant to Clause 2 (Amount) to the extent not
repaid, prepaid, cancelled or otherwise reduced pursuant to the Agreement.

IBOR

Interbank Offered Rate is the rate (LIBOR/NIBOR/GBPIBOR/EURIBOR) of USD, NOK, GBP or EUR,
calculated and determined according to market practice for the relevant currency for one month interest
periods.

Issuance date

The date on which a Guarantee is issued.

Maturity Date

364 days from the signing of the Agreement, subject to annual renewal. The Bank and/or the Guarantee
lssuer will annually review the Guarantee Facility, the financial and operational situation of the Customer and
other circumstances deemed relevant by the Bank and/or the Guarantee Issuer. The Bank will inform the
Customer of the outcome of the review and whether the Guarantee Facility has been renewed for 364 days or
for another period as decided by the Bank and the Guarantee issuer. In case of expiry of this Agreement the
Customer shall pay all outstanding amounts under the Guarantee Facility within the Maturity Date, and/or the
Customer shall deposit cash into a Cash Collateral Account as set out in Part A (Specific Terms —
Guarantee Facility) or ensure that the Bank’s and the Guarantee Issuer’s obligations are taken over as
agreed in Clause 10.2 iii) (Consequences of default).

Nordea Group

Nordea Bank AB (publ) and any company, directly or indirectly, controlled by Nordea Bank AB (publ).

Security Documents

All and any documents entered into as security for any of the obligations of the Customer to the Bank and/or
Guarantee lssuer under the Agreement and/or under Guarantees.

2. AMOUNT
2.1 Facility Amount:
The available Facility Amount according to Part A (Specific Terms — Guarantee Facility), or the equivalent amount thereof in NOK, GBP or
EUR. Exposure under issued and outstanding Guarantees shall be calculated monthly and in the event the aggregate USD equivalent amount
available to be drawn under issued and outstanding Guarantees exceed the Facility Amount, cash covering such excess amount shall be
deposited into the Cash Collateral Account and held as security by the Bank on behalf of the Guarantee Issuer.
2.2 Guarantee approval:
The Guarantee lssuer decides at its own discretion whether to issue the requested Guarantee (with regard to the form and purpose). The
Guarantee lssuer and/or the Bank shall inform the Customer without undue delay in case the Guarantee lssuer decides not to issue the
requested Guarantee.
3. CONDITIONS PRECEDENT
3.1 The Bank on behalf of the Guarantee lssuer shall receive the documentation required in Part C (Initial Conditions Precedent — Guarantee
Facility) from the Customer, in form and substance acceptable to the Bank, not later than three (3) Business days prior to the requested
Guarantee Date.

4. APPLICATION FOR AND ISSUANCE OF GUARANTEES
4.1 Subject to Clause 3 (Conditions Precedent), and the other terms and conditions of the Agreement, the Customer may request the issuance of
a Guarantee when the following conditions have been duly fulfilled:
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i)

The Bank, on behalf of the Guarantee Issuer, has received from the Customer a signed Documentary Credit Application attached to this
Agreement. The Documentary Credit Application shall be signed by the Customer according to Part D (Power of Attorney/Signatures) of
the Agreement.

ii)

The Bank and/or the Guarantee lssuer and the Customer have separately agreed on the terms for the Guarantee, including amount and
expiry date.

iii)

Any other information or documents that the Bank might reasonably request.

5. NOTIFICATION OF CLAIMS UNDER GUARANTEES
5.1 The Bank, on behalf of the Guarantee Issuer, shall within 5 business days notify the Customer in writing of a Beneficiary’s demand for
payment under a Guarantee.
6. PAYMENT AND INDEMNITY, ETC.
6.1 If the Bank or the Guarantee lssuer receives a demand for payment under a Guarantee, and which corresponds to the wording of the
Guarantee, the Bank and the Guarantee lssuer have the right to pay as follows:
i)

On-demand guarantees:
For on-demand guarantees, standby letters of credit and other guarantees under which the Bank’s and/or the Guarantee Issuer’s payment
obligation in connection with the presented claim is based solely on the terms and conditions of the Guarantee and is independent of the
existence of an underlying claim between the Customer and the Beneficiary and possible disputes in relation hereto: The Bank and/or the
Guarantee Issuer shall at all times be entitled to make any payment under the Guarantee for which a request or demand has been made,
upon receipt of the first written demand from the Beneficiary, without any further investigation or enquiry. It shall not be a defence to any
demand made of the Customer hereunder, nor shall any of the obligations of the Customer hereunder or under any other finance
document, be impaired by the fact (if it be the case), that the Bank or Guarantee Issuer were or might have been justified in refusing
payment, in whole or in part, of the amounts so claimed.
Any disputes between the Beneficiary under such Guarantees and the Customer shall be settled without any involvement from the Bank
and the Guarantee Issuer, and shall neither affect the Bank’s nor the Guarantee Issuer’s right to pay under the Guarantees or the
Customer’s obligation to indemnify the Bank and the Guarantee Issuer under this Agreement.

ii)

Joint and several accessory guarantees:
For joint and several accessory guarantees (in Norwegian “Selvskyldnergarantier”) (under which the Bank and/or the Guarantee Issuer
have the right to object to any submitted claims on the basis of justified objections in relation to the agreement between the Customer and
the Beneficiary): the Bank and/or the Guarantee Issuer have the right to pay the submitted claim provided that the Customer has not
submitted written justified protests against the claim not later than twelve (12) days (including the day of receipt) after the receipt of
notification from the Bank according to Clause 5.1. (Notification of claims under guarantees). In such cases the Customer cannot claim
that the Bank and/or the Guarantee Issuer should not have paid under the Guarantee or protest against the Bank’s and/or the Guarantee
Issuer’s claim for indemnification.
If the Customer has protested against the submitted claim in writing to the Bank within the given deadline, the Bank and the Guarantee
Issuer may at their own discretion consider the protests in relation to the submitted claim and decide whether the nature of the objections
give the Bank and/or the Guarantee Issuer the right to protest against the claim. Based on its conclusion the Bank and/or the Guarantee
Issuer may, wholly or partly, pay the submitted claim, and have full rights of indemnity against the Customer. The Customer’s right to
protest against any claim for indemnity based on the Bank’s and/or the Guarantee Issuer’s payment, is governed by Clause 6.2 below
(Indemnity).

iii)

Guarantees with dispute clauses.
The following shall apply to joint and several accessory Guarantees (in Norwegian “Selvskyldnergarantier”) under which the payment from
the Bank and/or the Guarantee Issuer is postponed until disputes between the Beneficiary and the Customer have been finally solved by a
final and enforceable judgement or by a settlement: the Bank and/or the Guarantee Issuer may freely pay the submitted claim provided
that the Customer has not submitted written justified protests against the claim as well as documentation that the dispute according to the
dispute clause of the Guarantee is taking place, within twelve (12) days (including the day of receipt) (or if shorter, the deadline stated in
the Guarantee) after the receipt of such notification from the Bank according to Clause 5.1. (Notification of claims under guarantees). In
such cases the Customer cannot claim that the Bank and/or the Guarantee Issuer should not have paid the Guarantee or protest against
any claim for indemnity.
If the Bank, within the deadline given in the above paragraph, receives protests as well as information and documentation as mentioned
above, the payment will only take place when the wording of the Guarantee permits this.

6.2 Indemnity:
i)

On-demand guarantees:
If the Guarantee is an on-demand guarantee, a standby letter of credit or other guarantee under which the Guarantee Issuer according to
applicable law or agreement is obliged to pay upon receipt of the Beneficiary’s demand, the Customer shall pay to the Bank on the Bank’s
first written demand and without protest, an amount corresponding to all amounts paid by the Bank and the Guarantee Issuer under the
Guarantee.

ii)

Other guarantees:

If the Guarantee is not of the type described in Clause 6.2 i), the Customer shall pay to the Bank immediately upon the Bank’s or
Guarantee Issuer’s payment to the Beneficiary an amount corresponding to all amounts paid by the Bank and the Guarantee Issuer under
the Guarantee, but the Customer shall have the right to protest against the
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payment according to the general principles of Norwegian guarantee law, and in consideration of Clause 6.1.
iii) Indemnification for commission, fees, costs, interest, etc:
The Customer (and the Principal) shall cover guarantee commission, fees, costs, expenses, interest, etc and shall indemnify and keep
indemnified the Bank and the Guarantee Issuer for all liabilities, costs, losses, damages and expenses that the Bank and/or Guarantee Issuer,
acting in good faith, may at any time incur or sustain as a result of the issue of the Guarantee.
Payments mentioned above must (unless otherwise decided by the Bank and/or the Guarantee Issuer) be in same currency as the payment to
the Beneficiary.
6.3 Interest:
Amounts that the Bank and/or Guarantee lssuer has paid under or in connection with a Guarantee, bears interest from and including the date
of payment by the Bank and/or Guarantee lssuer and at the rate at any time following from the Norwegian Act no 100 relating to interest on
overdue payments (“Lov om renter ved forsinket betaling”) dated 17 December 1976, or 2 % pa over the relevant currency’s IBOR (if higher) to
and including the day the Bank, on behalf of the Guarantee Issuer, has received full payment from the Customer. The same applies to any
overdue payments owed by the Customer to the Bank and/or Guarantee lssuer under or in connection with the Agreement.
6.3 Guarantee request:
The liabilities of the Customer shall not be affected by the Customer’s request for any Guarantee not being in compliance with Clause 4.1.
(Application and issue of a guarantee.
6.5 Submitted claims:
The Bank and the Guarantee lssuer have the right to rely on any claim submitted under the Guarantee. The Bank’s or Guarantee Issuer’s
payment without protest of a claim shall not reduce the Customer’s obligation to indemnify the Bank and/or Guarantee lssuer unless explicitly
provided for in this Agreement.
7 SECURITY
7.1 Security for all the Customer’s current and future obligations (conditional or unconditional) to the Bank and the Guarantee lssuer (incl. the
Guarantees) under this Agreement is agreed in Part C (Initial Conditions Precedent — Guarantee Facility).
7.2 Any security shall cover the obligations as of any time pursuant to renewals, prolongations, and extension of the time for payment,
irrespective of the amount of the Customer’s obligations and irrespective of whether the Facility Amount has been exceeded. The Security
shall be in force until the Bank or the Guarantee lssuer has no further liabilities under any Guarantees, the Bank’s and the Guarantee Issuer’s
claims have been fully paid and this Agreement expires or is terminated, whichever occurs last.
8 COMMISSIONS, COSTS AND INDEMNIFICATION
8.1 Arrangement Fee - Facility:
The Customer shall pay the Arrangement Fee — Facility agreed in Part A (Specific Terms - Guarantee Facility). The fee shall be paid on the
date the Agreement is signed.
8.2 Guarantee Commission:
The Customer shall pay the Guarantee Commission agreed in Part A (Specific Terms — Guarantee Facility), based on the aggregate amount
available to be drawn under issued and outstanding Guarantees. The commission is charged quarterly in arrears, based on the actual number
of days divided by 365.
8.3 Arrangement Fee - Guarantee:
The Customer shall pay the Arrangement Fee — Guarantee agreed in Part A (Specific Terms - Guarantee Facility). The fee shall be paid on
the date of issue of a Guarantee.
8.4 Guarantee commission per Guarantee:
The Customer shall pay the guarantee commission agreed in Part A (Specific terms — guarantee facility). The calculation of the commission
shall be based on the Guarantee Amount. The quarterly minimum commission per Guarantee is also agreed in Part A (Specific terms guarantee facility).
The guarantee commission is charged quarterly in advance and is calculated from the Guarantee Date and until the expiry of the Guarantee. A
Guarantee expires in relation to this Clause 8.4 on the stated expiry date of the Guarantee or on the earlier date when the Guarantee Issuer
receives the original Guarantee and satisfactory confirmation in writing from the Beneficiary that the Beneficiary has no further claims under
the Guarantee. Guarantee commission paid during a period will not be refunded if the Guarantee expires or lapses before the end of the
relevant period.
8.5 Other expenses:
On request the Customer shall pay the Bank’s and/or the Guarantee Issuer’s reasonable costs and expenses, including costs for legal
assistance in connection with the preparation, maintenance and implementation of the Agreement, any related documents and the release
and/or cancellation of such documents. The Customer shall pay these costs whether or not a Guarantee under the Agreement has been
issued.
8.6 Indemnification:

The Customer shall on demand indemnify the Bank and the Guarantee lssuer for any loss or liability which the Bank or Guarantee lssuer
properly incurs or sustain as a consequence of:
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i)

The occurrence of any Default,

ii)

the operation of any enforcement rights/realisation under the Agreement and/or security documents, including reasonable costs incurred to
obtain prior assessments of enforcement and realisation, and

iii)

the Bank or the Guarantee lssuer basing its actions or course on the Customer’s representations, information and/or statements given
under or in connection with the Agreement,.

8.7 The Customer’s right to set-off:
All payments to be made by the Customer hereunder shall be made without set off or counterclaim and free and clear of and without deduction
for or on account of any present or future taxes or withholdings of any nature now or hereafter imposed unless the Customer is compelled by
law to make payment subject to any such tax. If the Customer is required by law to make any deduction or withholding from any sum payable
by the Customer to any person hereunder, the sum payable by the Customer in respect of which such deduction or withholding is required to be
made shall be increased to the extent necessary to ensure that, after the making of such deduction or withholding, such person receives and
retains (free from any liability in respect of any such deduction or withholding) a new sum equal to the sum which it would have received and so
retained had no such deduction or withholding been made or required to be made.
8.8 The Guarantee Issuer’s and the Bank’s right to set-off:
The Customer authorises the Bank and the Guarantee Issuer, to the extent permitted by applicable law, to apply any credit balance to which the
Customer is entitled on any account of the Customer with the Bank, or any other company in the Nordea Group, in satisfaction of any sum due
and payable from the Customer to the Bank/Guarantee lssuer hereunder but unpaid; for this purpose the Bank/Guarantee lssuer is authorised to
purchase with the moneys standing to the credit of any such account such other currencies as may be necessary to effect such application,
provided however that unless a Default has occurred and is continuing hereunder, the foregoing shall not apply to cash deposited in the Cash
Collateral Account as security for any Guarantee except to the extent the obligation to be satisfied by such cash is an obligation of the
Customer solely related to this Agreement and provided further that this right shall not apply to any account held with the Bank or Guarantee
Issuer by Cal Dive International, Inc. or any of its subsidiaries (“CDI”).
9 UNDERTAKINGS
9.1 Information
As long as the Agreement is in effect or any amount is outstanding under the Agreement, the Customer shall:
i) Financial information:
Deliver to the Bank as soon as possible but not later than 90 days and 45 days respectively, in each case after the end of the financial period
to which they relate, (i) its audited consolidated financial statements for each financial year and (ii) its unaudited consolidated financial
statements in respect of each interim period on the same basis as the annual statement;
ii) General information: Miscellaneous information:
Immediately inform the Bank about:
a) events that could reasonably be expected to have a material adverse effect on the Customer’s ability to perform its obligations under the
Agreement.
b) upon becoming aware of them, details of any litigation, arbitration, administrative proceedings or investigations or measures by or
against it which are current, threatened or pending, which, if decided adversely to the Customer, is reasonably likely to have a material
adverse effect on Customer’s ability to perform its obligations under this Agreement;
c) all documents and information available to the Customer’s shareholders (or any class of them), which could reasonably be expected to
be material to the interests of the Bank and/or the Guarantee Issuer, and all documents and information generally submitted to the
creditors.
iii) Notification of Default:
Promptly inform the Bank of any occurrence or circumstance which might have a material adverse effect on its ability to perform its obligations
under the Agreement and of any Default, and the steps (if any) taken to remedy it;
iv) Other information:
To the extent there is no obstacle under any undertaking by the Customer to any stock exchange or authorised marketplace, provide the Bank
with such financial and other information concerning its business, assets (incl, any security) and affairs as the Bank may reasonably require
from time to time.
9.2 General obligations:
As long as the Agreement is in effect or any amount is outstanding under the Agreement, the Customer shall:
i) Preservation of Existence, Etc:
(a) Preserve, renew and maintain in full force and effect its legal existence and good standing under the laws of its jurisdiction of its
organization; (b) take reasonable action to maintain all rights, privileges, permits, licenses and franchises necessary or desirable in the normal
conduct of its business, except to the extent that failure to do so could not reasonably be expected to have a material adverse effect on the
Customer’s ability to perform its obligations under this Agreement; and (c) preserve or renew all of its registered patents, trademarks, trade
names and service marks, the non-preservation of which could reasonably be expected to have a material adverse effect on the Customer’s
ability to perform its obligations under this Agreement.
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ii) Compliance with laws and regulations: Comply with all laws and regulations to which it may be subject where failure to do so is
reasonably likely to have a material adverse effect.
iii) Insurance, control and maintenance:
Maintain insurances on or in relation to its business, assets and liabilities with underwriters and insurance companies of repute against such
risks of the kinds customarily insured against by, and on terms and conditions and in amounts reasonably and commercially prudent for,
companies carrying on similar businesses, and ensure that its assets are used, attended to and maintained in an adequate way.
iv) Changes to business:
Not make or permit any material changes in the nature of its business (or commence any new type of business materially different from its
business), corporate form, ownership structure and articles of association that, in the opinion of the Bank, may materially or adversely affect its
ability to fulfil its obligations under the Agreement.
v) Mergers and demergers:
Not merge or consolidate with, unless the Customer is the surviving entity or enter into any material demerger or divestiture transaction outside
of contemplated transactions known to the Bank at the time of signing of the Agreement.
vi) Disposal of assets:
Except as provided below, the Customer may not, either in a single transaction or in a series of transactions, whether related or not and whether
voluntarily or involuntarily (i) sell, transfer, lease or otherwise dispose of all or substantially all of its assets, or (ii) with respect to the vessels
and related equipment that the Customer and its subsidiaries (other thanCDI) use in the world-wide deepwater construction, well service and
pipelaying business, sell, transfer, lease or otherwise dispose of a material part of such assets. This shall, however, not apply to any sale,
lease, transfer or other disposal:
a) in contemplated transactions known to the Bank at the time of signing of the Agreement;
b) made with the prior written consent of the Bank;
c) of assets made in the ordinary course of trading of the disposing entity for market value on an arm’s length basis;
d) of property or assets in immediate exchange for other property or assets of a comparable type and value and
e) of obsolete assets.
It is understood and agreed that the foregoing undertakings of this Clause 9.2 shall not apply to CDI.
9.3 Financial Undertakings:
As long as this Agreement is in effect or any amount is outstanding under the Agreement the Customer shall:
i) Interest Coverage Ratio:
Permit the ratio of Consolidated EBITDA for the immediately preceding four fiscal quarters to Consolidated Interest Charges for such period to
be less than 2.75 to 1.00.
ii) Leverage Ratio:
Permit the ratio of Consolidated Funded Indebtedness to Consolidated EBITDA for the immediately preceding four fiscal quarters to be greater
than 3.50 to 1.00.
Definitions of Consolidated EBITDA, Consolidated Interest Charges and Consolidated Funded Indebtedness shall be those included in the credit
agreement dated as of July 3, 2006 among Customer (as Borrower) and Bank of America N.A. (as Administrative Agent on behalf of a
syndicate of Lenders).
The above calculations shall be made as of the end of each fiscal quarter of the Customer and shall be included in a side letter (the
“Compliance Certificate”) to be signed by a financial officer of the Customer and delivered together with the financial statements referred to in
Clause 9.1(i) of this Agreement.
10 DEFAULT
10.1 Any of the following events shall constitute a Default of the Agreement:
i) Non Payment:
The Customer fails to pay within three (3) Business Days after the due date in the manner provided in the Agreement any sum payable by it
under Agreement or any related document when due, provided that such failure shall not be a Default if it occurs solely for administrative or
technical reasons affecting the transfer of funds despite timely payment instructions by the Customer, beyond the control of the Customer and
that payment is received by the Bank within (8) Business days after the due date.
ii) Misrepresentation:
Any representation or warranty made or deemed to be made or repeated by the Customer in or pursuant to the Agreement is or proves to have
been untrue or incorrect in any material respect when made or when deemed to be repeated.
iii) Nordea cross-default:
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Any payment to or other performance of an obligation to be made by the Customer to a company in the Nordea Group is not paid or fulfilled
when due (subject to applicable grace periods) or becomes due or capable of being declared due prior to its stated maturity by reason of default
(howsoever described).
iv) Cross-default:
If any other financial indebtedness of the Customer exceeding in the aggregate USD 20,000,000 is not paid when due nor within any originally
applicable grace period, or is declared to be or otherwise becomes due and payable prior to its specified maturity as a result of an event of
default (however described), other than indebtedness of CDI.
v) Legal process:
Any judgement or order, which when aggregated with other judgements or orders exceed USD 20,000,000, made against the Customer is not
stayed or complied with within the applicable period of enforcement or a creditor attaches or takes possession of or a distress, execution,
sequestration or other process is levied or enforced upon or sued out against, any of the undertakings, assets, rights or revenues of the
Customer and is not stayed, discharged or satisfied within 30 consecutive days, if, in the reasonable opinion of the Bank, such event is capable
of being remedied within the said 30 consecutive days period, other than with respect to CDI or equity interest of CDI held by the Customer.
vi) Insolvency and bankruptcy:
The Customer or any of its material subsidiaries (other than CDI) institutes or consents to the institution of any proceeding under any Debtor
Relief Law, or makes an assignment for the benefit of creditors, or applies for or consents to the appointment of any receiver, trustee,
custodian, conservator, liquidator, rehabilitator or similar officer for it or for all or any material part of its property; or (ii) any receiver, trustee,
custodian, conservator, liquidator, rehabilitator or similar officer is appointed without the application or consent of such person and the
appointment continues undischarged or unstayed for 60 calendar days; or (iii) any proceeding under any Debtor Relief Law relating to any such
person or to all or any material part of its property is instituted without the consent of such person and continues undismissed or unstayed for
60 calendar days, or an order for relief is entered in any such proceeding; or
The Customer or any subsidiary (other than CDI) becomes unable or admits in writing its inability or fails generally to pay its debts as they
become due, or (ii) any writ or warrant of attachment or execution or similar process is issued or levied against all or any material part of the
property of any such person and is not released, vacated or fully bonded within 30 days after its issue or levy.
vii) Cessation of business:
The Customer ceases or threatens to cease to carry on the whole or a substantial part of its world-wide deepwater construction, well service
and pipelaying business other than with respect to CDI.
viii) Security:
It becomes impossible or unlawful for the Customer (or any third party) to fulfil any of the terms of the Agreement, relevant security documents
or the Agreement and/or relevant security documents for any reason cease to be valid and enforceable with their intended priority.
ix) Revocation etc. of material consents:
Any material consent is withdrawn or revoked or expires or is modified or made subject to any condition, all of which in the opinion of the Bank
may have a material adverse effect on Customer’s ability to perform its obligations under this Agreement.
x) Change of control:
There occurs an event or series of events by which: a) A third party directly or indirectly becomes the owner or in other ways exercises control
of 30% or more of the equity voting rights of the Customer, or b) during any period of 12 consecutive months, there occurs a material change in
the board of directors or other equivalent governing body of the Customer.
xi) Breach of specific non-financial undertakings:
The Customer fails to perform or observe any term, covenant or agreement contained in any of Clauses 9.1 ii) a) and b), 9.1 iii), 9.2 i) , 9.2 ii)
and 9.2 v).
xii) Breach of financial undertakings:
There occurs a breach of Clause 9.3 (Financial Undertakings) above.
xiii) Other:
The Customer fails to perform or observe any other undertaking or agreement (not specified above) contained in this Agreement or any related
documents and such failure continues unremedied for 30 days after the earlier of (i) the date on which the Customer obtains, or reasonably
should have had, knowledge of such failure and (ii) the date on which the Customer receives notice thereof from the Bank or Guarantee Issuer.
10.2 Consequences of Default:
i) cancel the Facility Amount and cease issuance of further Guarantees.
ii) pay any claims made by Beneficiaries under issued Guarantees and negotiate settlements with Beneficiaries. All payments made by the
Bank and/or the Guarantee lssuer according to such settlements shall be considered as payments according to a claim for payment under the
Guarantee as per Clause 6 (Payment, Indemnity, etc), and
iii) the Customer shall immediately:
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a)

provide unquestionably adequate security in form of cash in an amount specified by the Bank as may be necessary to ensure that
such amount equals 105% of the aggregate amount available to be drawn under issued and outstanding Guarantees. The security may
be used to fulfil the Customer’s obligations under Clause 6 (Payment, Indemnity, etc) of this Agreement as far as possible and any
excess amount will only be paid to the Customer after all issued and outstanding Guarantees have been terminated and the
Customer’s obligations under the Agreement have been fully satisfied , or

b)

ensure that the Guarantee Issuer’s and/or the Bank’s obligations under the Agreement and/or the issued Guarantees fully, finally and
bindingly cease, and

iv) The Guarantee lssuer and the Bank may enforce the Security Documents and/or the security, and take such other action as is available to
the Bank and the Guarantee lssuer according to the Agreement, the Security documents and applicable law.
10.3 No delay or omission on the part of the Bank and/or the Guarantee lssuer in exercising any right, power or remedy under this Agreement
shall impair such right, power or remedy or be construed as a waiver thereof or of any other right, power or remedy
11. NOTICES AND THE BANK’S REPRESENTATION
11.1 Notices:
All notices, requests, demands or other communications to or upon the respective parties hereto shall be in writing and sent by mail or fax, or
in such other way as specifically agreed in writing between the parties. If sent by sent by fax or electronic mail, it shall be confirmed by mail if
requested by the recipient. If it has been agreed (in writing) that e-mail may be used, the sender is responsible for ensuring that the recipient
has received it, including taking the necessary steps in this regard. The following address shall be used:
To the Guarantee lssuer and the Bank:
Nordea Bank Norge ASA
Trade Finance
P.O. Box 1166 Sentrum,
N-0107 Oslo, Norway
Telephone: + 47 22 48 50 00.
Fax + 47 22 48 69 36 / + 47 22 48 61 97
With a copy to:
Nordea Bank Norge ASA
Shipping, Oil services and International
Attn: Offshore Group
P.O. Box 1166 Sentrum
N-0107 Oslo Norway
Telephone: +47 22 48 55 14
Fax: +47 22 48 66 68
11.2 The Bank as a representative for the Guarantee Issuer:
The Bank represents the Guarantee lssuer as an agent for the Guarantee lssuer towards the Customer in relation to this Agreement, any
Guarantee and any related documents, including security documents. All decisions communicated by the Bank shall be considered as
decisions made by the Guarantee lssuer unless otherwise explicitly stated or evident from the context. The same applies to the Bank’s
notices to the Customer. The Customer’s notices to the Bank are also considered as given to the Guarantee Issuer.
12. CHANGES IN LAW AND OTHER CIRCUMSTANCES
i) In the event that any applicable law, regulation or the interpretation or application thereof shall subject the Bank and/or Guarantee lssuer to
any taxes or impose any reserve or other requirement against any assets or deposits held by the Bank and/or Guarantee Issuer, the result of
which is to increase the cost to the Bank and/or Guarantee lssuer of making or maintaining this Agreement or any Guarantee (save for taxes
on overall income of the Bank and/or Guarantee Issuer) or to reduce the amount of principal or interest receivable by the Bank or the
Guarantee Issuer, then the Customer shall be required to promptly compensate the Bank and the Guarantee lssuer for any additional cost or
reduction. The Bank will as soon as reasonably possible, notify the Customer of the occurrence of such an event, and of the resulting
additional cost.
ii) In the event that any applicable law or regulation or change in the interpretation or application thereof shall make it unlawful (wholly or partly)
for the Bank or the Guarantee lssuer to make or maintain its participation in the Agreement or any Guarantee, then the Bank shall immediately
notify the Customer, and all the Bank’s and/or the Guarantee Issuer’s obligations according to the Agreement shall cease and the Customer
shall ensure that the Bank and the Guarantee lssuer is released from its obligations under any Guarantee to the extent this is required to
comply with the relevant provision.
iii) Notwithstanding any suspension, termination or cessation of this Agreement all outstanding liabilities and obligations of the Customer to the
Bank and/or Guarantee lssuer under the Agreement shall remain in force until the Bank or the Guarantee lssuer has no further liabilities under
any Guarantees and the Bank’s and the Guarantee Issuer’s claims have been fully paid, whichever occurs last.
iv) The Bank and/or Guarantee Provider shall take reasonable steps to mitigate the effect of any of the foregoing on the Customer.
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13. MISCELLANEOUS
13.1 Customer information:
The Customer accepts and consents that the Bank, the Guarantee lssuer and all other companies in the Nordea Group may give, exchange
and use information about the Customer in the Nordea Group and towards third parties as a part of the execution and fulfilment of the
Agreement, including the provisions in Clause 7 (Security) and to whom, and to the extent that, information is required to be disclosed by
any applicable law or regulation. The Bank and the Guarantee lssuer may disclose information about the Customer to a prospective
transferee or to any other person who may propose or consider on offer to entering into contractual relations with the Bank and/or Guarantee
lssuer in relation to the Agreement.
13.2 Correspondents:
The Customer accepts and consents that if a Guarantee is issued by one of the Guarantee Issuer’s or the Bank’s international
correspondents, the Guarantee lssuer and the Bank are not responsible for any errors or omissions by the correspondent.
13.3 Amendments:
All amendments to the Agreement must be in writing, unless otherwise explicitly agreed.
14. TRANSFER
14.1 The Guarantee lssuer and the Bank may transfer all or parts of its rights and obligations hereunder to other banks and/or financial institutions
acceptable to the Customer, except that if a Default has occurred and is continuing, the Guarantee lssuer and the Bank may transfer all or
parts of its rights and obligations hereunder to any bank or financial institution in its sole discretion.
15. PROCESS AGENT
15.1 For the purpose of service of process in relation to any suit, action or proceeding to be brought against the Customer in Norway in connection
with this Agreement, any Security Document or any other document pertaining to either of the aforesaid documents, the Customer hereby,
unconditionally and irrevocably, appoints [•] its agent to which any such process may be delivered.
16. GOVERNING LAW AND JURISDICTION
16.1 This Agreement shall be governed by and construed in accordance with Norwegian law.
The Customer irrevocably agrees for the exclusive benefit of the Bank/Guarantee lssuer that the courts of Norway (in the first instance Oslo
District Court (Oslo tingrett)) shall have jurisdiction to hear and determine any suit, action or proceeding, and to settle any disputes, which
may arise out of or in connection with this Agreement and for such purposes hereby irrevocably submits to the jurisdiction of such courts.
The Customer irrevocably waives any objection which it may have now or in the future to the courts of Norway being nominated for the
purpose of this clause and agrees not to claim that any such court is not a convenient or appropriate forum.
Nothing in this Clause shall limit the right of the Bank/Guarantee Issuer to bring proceedings against the Customer in connection with the
Agreement or related documents in any other court of competent jurisdiction or (to the extent permitted by law) concurrently in more than one
jurisdiction.
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Conditions precedent for making the Guarantee Facility available:
Before the Guarantee facility is made available and not later than three (3) Business days prior to the issuance of any Guarantee the Bank must
receive from the Customer, in form and substance acceptable to the Bank, the following documents:
1)

The Agreement with appendices duly signed by the Customer in accordance with its corporate resolution.

2)

Certified copies of appropriate corporate documents, including certificate of incorporation, by-laws, corporate resolution evidencing
signing authority, certificate from authorized officer of the Customer stating that the entering into the Agreement and/or the issuance
of a Guarantee will not create a material conflict with any material agreement to which the Customer or any of its subsidiaries is
party; legal opinion addressed to the Bank from local counsel evidencing good standing and valid existence of the Customer, due
authorisation, execution and delivery of the Agreement, no conflict with the organisational documents, Minnesota law or US federal
law and no consents/approvals needed for execution and delivery of the Agreement under Minnesota or US Federal law.

3)

Security:
The Guarantee Facility shall be available for the issuance of Guarantees with up to 3 years tenor on an unsecured basis, provided
however that in the event the Guarantee Facility is not extended through an annual renewal as stipulated in Part B (Standard Terms
– Guarantee Facility), cash in an amount equal to 105% of the aggregate amount available to be drawn under issued and
outstanding Guarantees shall be deposited with the Bank no later than 7 days prior to the then applicable Maturity Date. Any unused
commitment under the Guarantee Facility will terminate at the then applicable Maturity Date.
Cash deposited shall be held in an account with the Bank (the “Cash Collateral Account”), which account shall be pledged to the
Bank and Guarantee Issuer as security for the Customer’s obligations under to the Agreement. The Cash Collateral Account shall
be blocked for withdrawals by the Customer and accrue interest in accordance with prevailing market terms for similar accounts.
Upon termination of all issued and outstanding Guarantees, satisfactory settlement of Customer’s obligations under the Agreement
and termination of the Agreement in whole, any remaining balance in the Cash Collateral Account shall be returned to the Customer
together with accrued interest thereon.
Funds held in the Cash Collateral Account shall be available to the Bank and the Guarantee Issuer for reimbursement of claims paid
under issued Guarantees and unpaid commission, fees and reasonable charges and expenses payable under the Agreement,
including, but not limited to, expenses for enforcement of the Agreement and any documents relating thereto.

4)

Process agent: Evidence that [•] unconditionally and irrevocably has accepted the appointment by the Customer as their agent for
service of process in relation to any suit, action or proceeding to be brought against any of them in Norway in connection with this
Agreement and any other documents relating thereto.

5)

Other conditions:
Satisfactory evidence that invoiced fees and expenses provided for under the Agreement has been paid in accordance with wiring
instructions provided in Part A (Specific Terms – Guarantee Facility).
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Part D: Power of Attorney/Signatures
The following persons are authorised to:
•

request Nordea Bank Norge ASA, on behalf of Nordea Bank Finland Plc, to issue/extend/ increase Guarantees under the granted
Guarantee Facility dated [
].

•

sign binding undertakings/confirmations relating to the issue/extension/increase of Guarantees.

•

sign documents binding the Customer in every respect related to Guarantees.

As sole signatory/As one of two joint signatories (please delete as appropriate)
Name in block letters

Signature

Name in block letters

Signature

Name in block letters

Signature

Name in block letters

Signature

Name in block letters

Signature

Name in block letters

Signature

Name in block letters

Signature

This power of attorney is valid from today’s date until it is cancelled by the undersigned in writing. The persons listed cannot use their power of
attorney until they have identified themselves to Nordea Bank Norge ASA to the Guarantee Issuer’s satisfaction and in accordance with the
Guarantee Issuer’s and the Bank’s at any time applicable “Know your customer” and anti-money laundering policies.
Authorised signature of Customer
Place, date

National id.no

Name

Binding signature
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Part E: Documentary Credit Application
I/we hereby ask Nordea Bank Norge ASA / Nordea Bank Finland Plc, for
my/our account and risk, to issue the guarantee on the conditions stated by
me/us in this Guarantee request.
Name and address of orderer

Guarantee term

Contact person
Telephone
Organisation number
Currency and amount of guarantee

Beneficiary’s bank (if known) *

Beneficiary’s name and address

Telefax

Type of guarantee
o Tender guarantee
o Advance guarantee
o Performance guarantee
o Norwegian Standard (NS)
NS
NS and customs guarantees: please specify
Underlying tender, contract, loan facility, etc
Type:
Total contract amount, currency and amount:
Description of guarantee/underlying conditions:

o Complaint guarantee
o Statement of willingness
o Customs guarantee
o Other, please specify:

o Betalingsgaranti
o Lånegaranti
o Tax deduction guarantee

Number:
Date:

Form of guarantee
The guarantee will be in accordance with our model for
Guarantee text
o ICC, Uniform Rules for Demand Guarantees (URDG)
o Standard
o On-demand guarantee
o In accordance with prior guarantee number:
o Ordinary guarantee
o In accordance with attached draft guarantee text
The guarantee shall be subject to
o The prevailing version of the International Chamber of Commerce (ICC) Uniform Rules for Demand Guarantees (URDG)
o The following legislation:o Norwegian o Other
o If the guarantee is to be issued by a local bank, the counter guarantee must also be in accordance with URDG
o Other, please specify:
Miscellaneous

The guarantee will be
o sent to us
o sent by Swift to the beneficiary via local bank (please fill in * above)
o sent to the Beneficiary
o issued by local bank (please fill in * above)
Account to be charged for commissions and costs

We consent to the guarantee being issued on the basis of this Guarantee request, and confirm that it is in accordance with and that we otherwise
comply with all the provisions of the guarantee facility agreement entered into by Brilleland AS and Nordea Bank Norge ASA and Nordea Bank
Finland Plc (the “Agreement”). This confirmation also applies to any subsequent changes to or extensions of the guarantee. Security provided
under the Agreement also covers our liability towards the bank as a result of or in connection with the guarantee.
Place and date
Attachments:
o Draft guarantee text
o Copy of tender
o Copy of contract/other

Orderer’s name and authorised signature(s)
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Exhibit 10.3
CONSULTING AGREEMENT
This Consulting Agreement (the “Agreement”) is entered into as of July 4, 2008, by and between Helix Energy Solutions Group, Inc. (the
“Company”) and A. Wade Pursell (“Consultant”) to set forth the agreement of the Company and Consultant (individually, a “Party” and collectively,
the “Parties”), with respect to the engagement of Consultant and the terms and conditions of such engagement.
1. Statement of Services
The Company hereby engages Consultant to perform certain consulting, advisory and management services and to provide certain information and
expertise to the Company, including advice and general business and financial analysis, as the Company may from time to time request
(collectively, the “Services”). The Parties hereby acknowledge and agree that the Services provided hereunder shall be less than 20 percent of the
average level of services performed by Consultant as an employee of the Company in the 36-month period immediately prior to the date hereof.
2. Payment
As consideration for the Services to be rendered hereunder, the Company shall pay Consultant an amount equal to Thirty Thousand Four Hundred
and Fifteen Dollars ($30,415) per month (which the Company may pay in monthly or bi-weekly payments); provided, however, that such consulting
fees during the initial six-month period commencing on the date hereof will be accumulated and paid to Consultant in one aggregate payment six
months after the date hereof on January 4, 2009. In the event the Consultant should die prior to the Termination Date, all amounts payable
hereunder through the Termination Date, shall be due and payable to Consultant’s estate within 30 days of Consultant’s death.
3. Term
The term of this Agreement shall commence on the date hereof and shall continue for eighteen months from the date hereof, or January 4, 2010
(the “Termination Date”), unless earlier terminated by written agreement of the Company and the Consultant.
4. Services
The Services shall be performed solely by Consultant and Consultant shall not engage or allow any other entity or person to perform the Services
without the knowledge and express written consent of the Company. Neither this Agreement, nor any interest herein shall be assigned or
transferred by Consultant to any party or parties without the written authorization of the Company. Consultant shall use his best efforts and
exercise utmost diligence to protect and guard the confidential information of the Company.
This Agreement is made with the express understanding that Consultant is an independent contractor. Nothing contained herein shall be construed
or applied to create the relationship of

employer and employee or principal and agent between the Company and Consultant. Consultant shall have no power or authority to enter into any
contracts or otherwise bind or incur liability on behalf of the Company.
Consultant shall be fully responsible for all state and federal income taxes, pension benefits, social security taxes, employment, disability, and
other customary insurance and for any other taxes or payments which may be due and owing by Consultant or which are the result of fees or
amounts paid by the Company under this Agreement, and Consultant shall timely pay, indemnify and hold harmless the Company from any
payment which may be due and owing by Consultant.
5. Governing Law
This Agreement shall be governed by the laws of the State of Texas.
6. Non-Waiver
No waiver by either Party at any time of its rights under this Agreement or provided by law, or of any default by the other Party, shall be
considered a continuing waiver.
7. Authority
Consultant represents and warrants to the Company that he has the power, authority and right to enter into this Agreement and to carry out and
perform the terms hereof.
8. Entire Agreement
This Agreement constitutes the complete and final agreement of the parties and supersedes any and all agreements, both oral and in writing,
between the parties hereto with respect to the subject matter hereof.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement in multiple counterparts, each of which shall be an original for all
purposes, effective as of the day and year set forth below.
ENTERED INTO in Houston, Texas as of the 4th day of July, 2008.
HELIX ENERGY SOLUTIONS GROUP, INC.
By:
Name:
Title:
ENTERED INTO in Houston, Texas as of the 4th day of July, 2008.

A. Wade Pursell

Exhibit 15.1
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM’S
ACKNOWLEDGEMENT LETTER
July 30, 2008
To the Board of Directors and Shareholders
of Helix Energy Solutions Group, Inc.
We are aware of the incorporation by reference in Registration Statement Forms S-3 (Nos. 333-103451 and 333-125276) and Forms S-8 (Nos. 333126248, 333-58817, 333-50289 and 333-50205) of Helix Energy Solutions Group, Inc. of our report dated July 30, 2008 relating to the unaudited
condensed consolidated interim financial statements of Helix Energy Solutions Group, Inc. and subsidiaries that are included in its Form 10-Q for
the quarter ended June 30, 2008.
Very truly yours,
/s/ Ernst & Young LLP
Houston, Texas

EXHIBIT 31.1
SECTION 302 CERTIFICATION
I, Owen Kratz, the President and Chief Executive Officer of Helix Energy Solutions Group, Inc., certify that:
1. I have reviewed this quarterly report on Form 10-Q of Helix Energy Solutions Group, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f)
and 15d-15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others
within those entities, particularly during the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.
Date: August 1, 2008
/s/ OWEN KRATZ
Owen Kratz
President and Chief Executive Officer

EXHIBIT 31.2
SECTION 302 CERTIFICATION
I, Anthony Tripodo, the Executive Vice President and Chief Financial Officer of Helix Energy Solutions Group, Inc., certify that:
1. I have reviewed this quarterly report on Form 10-Q of Helix Energy Solutions Group, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to
make the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period
covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material
respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others
within those entities, particularly during the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial
reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.
Date: August 1, 2008
/s/ Anthony Tripodo
Anthony Tripodo
Executive Vice President and
Chief Financial Officer

EXHIBIT 32.1
CERTIFICATION OF CEO AND CFO PURSUANT TO 18 U.S.C. SECTION 1350
(Adopted Pursuant to Section 906 of Sarbanes-Oxley Act of 2002)
Pursuant to section 1350 of chapter 63 of title 18 of the United States Code, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2002, Owen Kratz, as President and Chief Executive Officer, and Anthony Tripodo, as Chief Financial Officer, each hereby certifies that the
Quarterly Report of Helix Energy Solutions Group, Inc. (“Helix”) on Form 10-Q for the period ended June 30, 2008, as filed with the Securities and
Exchange Commission on the date hereof (the “Report”):
(1) The Report fully complies with the requirements of Section 13(a) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of Helix.
Date: August 1, 2008
/s/ OWEN KRATZ
Owen Kratz
President and Chief Executive Officer
Date: August 1, 2008
/s/ Anthony Tripodo
Anthony Tripodo
Executive Vice President and
Chief Financial Officer
A signed original of this written statement required by Section 906 has been provided to Helix and will be retained by Helix and furnished to the
Securities and Exchange Commission or its staff upon request.
This certification accompanies the Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not be deemed filed by the
Company for purposes of Section 18 of the Securities Exchange Act of 1934, as amended.

Exhibit 99.1
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors and Shareholders of
Helix Energy Solutions Group, Inc.
We have reviewed the condensed consolidated balance sheet of Helix Energy Solutions Group, Inc. and subsidiaries as of June 30, 2008, and the
related condensed consolidated statements of operations for the three-month and six-month periods ended June 30, 2008 and 2007, and the
condensed consolidated statements of cash flows for the six-month periods ended June 30, 2008 and 2007. These financial statements are the
responsibility of the Company’s management.
We conducted our review in accordance with the standards of the Public Company Accounting Oversight Board (United States). A review of
interim financial information consists principally of applying analytical procedures and making inquiries of persons responsible for financial and
accounting matters. It is substantially less in scope than an audit conducted in accordance with the standards of the Public Company Accounting
Oversight Board, the objective of which is the expression of an opinion regarding the financial statements taken as a whole. Accordingly, we do
not express such an opinion.
Based on our review, we are not aware of any material modifications that should be made to the condensed consolidated financial statements
referred to above for them to be in conformity with U.S. generally accepted accounting principles.
We have previously audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheet of Helix Energy Solutions Group, Inc. and subsidiaries as of December 31, 2007, and the related consolidated
statements of operations, shareholders’ equity, and cash flows for the year then ended, not presented herein, and in our report dated February 28,
2008, we expressed an unqualified opinion on those consolidated financial statements and included an explanatory paragraph for the Company’s
2007 adoption of FASB Interpretation No. 48, Accounting for Uncertainty in Income Taxes, an Interpretation of FASB Statement No. 109, and 2006
adoption of Statement of Financial Accounting Standards No. 123 (Revised 2004), Share-Based Payment. In our opinion, the information set forth
in the accompanying condensed consolidated balance sheet as of December 31, 2007, is fairly stated, in all material respects, in relation to the
consolidated balance sheet from which it has been derived.
/s/ Ernst & Young LLP
Houston, Texas
July 30, 2008

