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Forward Looking Statements

This Annual Report on Form 10-K, or Annual Report, including “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” in Item 7, contains forward-looking statements that involve risks, uncertainties and assumptions that could
cause our results to differ materially from those expressed or implied by such forward-looking statements. All statements, other than
statements of historical fact, are statements that could be deemed “forward-looking statements” within the meaning of the Private
Securities Litigation Reform Act of 1995, including, without limitation, any projections of revenue, gross margin, expenses, earnings or
losses from operations, or other financial items; any statements of the plans, strategies and objectives of management for future
operations; any statement concerning developments, performance or industry rankings relating to services; any statements regarding
future economic conditions or performance; any statements of expectation or belief; any statements regarding the proposed merger of
Remington Oil and Gas Corporation into a wholly owned subsidiary of Helix or the anticipated results (financial or otherwise) thereof;
and any statements of assumptions underlying any of the foregoing. The risks, uncertainties and assumptions referred to above include
the performance of contracts by suppliers, customers and partners; employee management issues; complexities of global political and
economic developments, other risks described herein under the heading “Risk Factors” and, with respect to the proposed Remington
merger, actual results could differ materially from Helix’s expectations depending on factors such as the combined company’s cost of
capital, the ability of the combined company to identify and implement cost savings, synergies and efficiencies in the time frame needed
to achieve these expectations, prior contractual commitments of the combined companies and their ability to terminate these
commitments or amend, renegotiate or settle the same, the combined company’s actual capital needs, the absence of any material incident
of property damage or other hazard that could affect the need to effect capital expenditures, any unforeseen merger or acquisition
opportunities that could affect capital needs, the costs incurred in implementing synergies and the factors that generally affect both
Helix’s and Remington’s respective businesses as further outlined in “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” herein and in Remington’s Annual Report on Form 10-K for the year ended December 31, 2005. Actual actions
that the combined company may take may differ from time to time as the combined company may deem necessary or advisable in the
best interest of the combined company and its shareholders to attempt to achieve the successful integration of the companies, the
synergies needed to make the transaction a financial success and to react to the economy and the combined company’s market for its
exploration and production. We assume no obligation and do not intend to update these forward-looking statements.

PART1

Item 1.  Business.

OVERVIEW

Effective March 6, 2006, we changed our name from Cal Dive International, Inc. to Helix Energy Solutions Group, Inc. (“Helix
Energy Solutions”, “Helix” or the “Company”). We are an energy services company, incorporated in the State of Minnesota, that
provides development solutions and related services to the energy market and specializes in the exploitation of marginal fields, including
exploration of unproven fields, where we differentiate ourselves by employing our services on our own oil and gas properties as well as
providing services to the open market. On January 23, 2006, the Company and Remington Oil and Gas Corporation announced an
agreement under which the Company will acquire Remington in a transaction valued at approximately $1.4 billion. Under the terms of
the agreement, Remington stockholders will receive $27.00 in cash and 0.436 shares of the Company’s common stock for each
Remington share. The acquisition is conditioned upon, among other things, the approval of Remington stockholders and customary
regulatory approvals. The transaction is expected to be completed in the second quarter of 2006. Remington is an exploration,
development and production company with operations in the Gulf of Mexico. In our Oil & Gas Production business segment, our
subsidiary Energy Resource Technology, Inc., or ERT, partners or acquires and produces marginal, mature and non-core offshore property
interests, offering customers a cost-effective alternative to the standard development and decommissioning process. In 2000, ERT’s
reservoir engineering and geophysical expertise enabled us to acquire in partnership with the operator, Kerr McGee Oil & Gas Corp., a
working interest in Gunnison, a Deepwater Gulf oil and natural gas exploration project, which began initial production in December
2003. In 2004, ERT continued to successfully
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pursue its strategy of acquiring (or partnering in) and developing proved undeveloped and high probability of success exploration
reserves, i.e., leases where reserves were judged by the current owner to be too marginal to justify development or for which they were
seeking a partner. During 2005, ERT was successful in acquiring a large package of mature properties on the Shelf from Murphy
Exploration & Production Company — USA and also equity interests in five additional undeveloped reservoirs in the Deepwater Gulf of
Mexico that will be developed over the next few years. Our ability to successfully develop these fields is subject to various risk factors,
as described later in this filing. Each of these Deepwater interests is owned in partnership with other producers. Also, in 2004, Helix
formed Energy Resource Technology (U.K.) Limited, or ERT (U.K.) Limited, to explore exporting these strategies to the North Sea.

In our Deepwater Contracting business segment, we have positioned ourselves for work in water depths greater than 1,000 feet,
referred to as the Deepwater, by continuing to grow our technically advanced fleet of dynamically positioned, or DP, vessels, ROVs and
the number of highly experienced support professionals we employ. These DP vessels serve as advanced work platforms for the subsea
solutions that enable us to offer a diverse range of DP subsea construction and intervention vessels, as well as robotics, to support most
drilling, development, life of field and abandonment requirements for our own, as well as third party, E&P projects. Our ROV subsidiary,
Canyon Offshore, Inc., or Canyon, offers survey, engineering, repair, maintenance and international pipe and cable burial services in the
Gulf, Europe/West Africa and Asia/Pacific regions.

Our Deepwater Contracting business also includes Wells Ops Inc., and its Aberdeen, Scotland based sister company, known as Well
Ops (U.K.) Limited, engineer, manage and conduct well construction, intervention and decommissioning operations in water depths from
200 to 10,000 feet in, the Gulf of Mexico and the North Sea. Saturation diving in the North Sea from the DP vessel, the Seawell, is also
performed. Utilizing specialty designed vessels, the Q4000 and the Seawell, we believe this well operations service is the global leader in
rig alternative subsea well intervention.

Also included in Deepwater Contracting is Reservoir and Well Technical Services. Until 2005, our reservoir and well tech services
were an in-house service for our own production. With the acquisition of Helix Energy Limited in 2005, which includes a technical staff
of over 200, we have increased the resources that we can bring to our own projects as well as provide a value adding service to our
clients. With offices in Aberdeen, Perth, London and Kuala Lumpur, these services provide the market presence in regions we have
identified as strategically important to future growth.

In our Production Facilities segment, we participate in the ownership of production facilities in hub locations where there is
potential for significant subsea tieback activity. In addition to production from the Gunnison reservoir, which is included in our Oil and
Gas Production segment, Helix will receive ongoing revenues from its 20% interest in the production facility as satellite prospects are
drilled and tied back to the spar. Deepwater Gateway, L.L.C., our second such endeavor, involves a 50% ownership position in the
tension-leg platform installed at Anadarko’s Marco Polo field at Green Canyon Block 608 (which began producing in July 2004). In
2004, we acquired a 20% interest in Independence Hub, LL.C, an affiliate of Enterprise Products Partners L.P. Independence Hub, LLC
will own the “Independence Hub” platform to be located in Mississippi Canyon Block 920 in a water depth of 8,000 feet. Construction is
ongoing and is expected to be complete and come online in early 2007. At both Gunnison and Marco Polo, we participated in field
development planning and performed subsea construction work.

These deepwater services and assets allow us to respond to market demand for the individual services and allow us to control and
lower our own cost of development and life of field production enhancement through well intervention.

In our Shelf Contracting business segment, we perform traditional subsea services, including air and saturation diving, salvage work
and shallow water pipelay on the Outer Continental Shelf, or OCS, of the Gulf of Mexico, in water depths up to 1,000 feet. We believe
that we are the market leader in the diving support business in the Gulf of Mexico OCS, including construction, inspection, maintenance,
repair and decommissioning. We also provide these services in select international offshore markets, such as Trinidad and the Middle
East. We currently own and operate a diversified fleet of 26 vessels, including 23 surface and saturation diving support vessels capable of
operating in water depths of up to 1,000 feet, as well as three shallow-water pipelay vessels. Our customers include major and
independent oil and natural gas producers, pipeline transmission companies and offshore engineering and
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construction firms. Since 1975, we have provided services in support of offshore oil and natural gas infrastructure projects involving the
construction and maintenance of pipelines, production platforms, risers and subsea production systems in the Gulf of Mexico. In the Gulf
of Mexico saturation diving market, which typically covers water depths of 200 to 1,000 feet, we offer our full complement of services
via our eight saturation diving vessels and three portable saturation diving systems. We believe that our saturation diving support fleet is
the largest in the world. We offer the same range of services through our 15 surface and mixed gas diving vessels in water depths
typically less than 300 feet. In addition to our diving operations, we have three vessels dedicated exclusively to pipelay and pipe burial
services in water depths of up to approximately 400 feet. We believe the scheduling flexibility offered by our large fleet and the advanced
technical expertise of our personnel provides a valuable advantage over our competitors. As a result, we believe that we are a leading
provider to most of the largest oil and gas producers operating in the Gulf of Mexico.

In the past year, we have substantially increased the size of our Shelf Contracting fleet and expanded our operating capabilities
through as series of strategic acquisitions. In August 2005, we acquired seven vessels and a portable saturation diving system from Torch
Offshore. In November 2005, we acquired all of Stolt Offshore’s diving and shallow water pipelay assets operating in the Gulf of Mexico
and Trinidad. Upon closing these transactions, we added a total of 13 vessels, including three premium saturation diving vessels and one
portable saturation diving system to our fleet.

Significant financial information relating to the Company’s segments for the last three years is contained in footnote 14 of the
Consolidated Financial Statements included herein, which financial statements are included in Item 8 hereof.

BUSINESS STRENGTHS AND STRATEGIES

Our overall corporate goal is to increase shareholder value by strengthening our market position to provide a return that leads our
Peer Group. Our goal for Return on Invested Capital is 10% or greater. We attempt to achieve our return on capital objective by focusing
on the following business strengths and strategies.

Our Strengths

Unique Business Model. We have assembled a company with highly specialized people, assets and methodologies that we believe
provide all of the necessary services to maximize the economics from marginal fields. Marginal fields that we target include (i) mature
properties on the OCS where we bring our late life field management expertise to bear and (ii) Deepwater properties with reserves that
are judged by the current owner to be too marginal to justify development and where we are able to bring our development expertise to
bear.

Oil & Gas Production. The strategy of ERT’s oil and gas production business differentiates us from our competitors and helps to
offset the cyclical nature of our subsea construction operations. ERT’s oil and gas investments secure utilization of Helix construction
vessels. The pending Remington acquisition would bring not only proven producing reserves, but also prospects that we believe will
likely generate over $1 billion of life of field services for our vessels.

Fleet of Dynamically Positioned Vessels. We believe our fleet of dynamically positioned, or DP, construction vessels is one of the
most capable in the world, with one of the most diverse and technically advanced collections of subsea intervention and construction
capabilities. The comprehensive services provided by our DP vessels are both complementary and overlapping, enabling us to provide
customers with the redundancy essential for most projects, especially in the Deepwater. We also utilize these capabilities to lower total
finding and development costs in both wholly owned properties as well as those in which we are partnered with third parties.

Subsea Well Operations Subsidiary. Establishment of the Well Ops group followed the construction of the purpose-built Q4000 and
the acquisition of the Subsea Well Operations Business Unit of Technip in Aberdeen, Scotland. The mission of these companies is to
provide the industry with a single, comprehensive source for addressing current subsea well operations needs and to engineer for future
needs using drill rig alternatives. We also use these capabilities to maintain, enhance and abandon our own reservoirs.
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Experienced Personnel and Qualified Turnkey Contracting. A key element of our successful growth has been our ability to attract
and retain experienced personnel who are among the best in the industry at providing turnkey contracting. We believe the recognized skill
of our personnel and our successful operating history uniquely position us to capitalize on the trend in the oil and gas industry of
increased outsourcing to contractors and suppliers. This is especially true on a broader scale with smaller, economically challenged
Teservoirs.

Leader in the Gulf of Mexico OCS Diving Market. We believe our Shelf Contracting business is the leader in the Gulf of Mexico
OCS diving market based on the size and quality of our fleet of vessels and diving assets. The size of our fleet and crews provides a
distinct advantage over our competitors in that we can respond more quickly to service the traditional spot diving market in the Gulf of
Mexico OCS.

High Quality, High Capability Asset Base. We believe that our diverse fleet of Shelf Contracting diving support vessels and
systems and pipelay and pipe burial vessels afford us the range of technical capabilities necessary to the execution of the more complex
integrated subsea project work that is in high demand in the Gulf of Mexico, and valued even more highly in certain international
markets.

Excellent, Long-Standing Customer Relationships with the Top Producers in the Gulf of Mexico. Our Shelf Contracting business
has built a reputation as a premium diving services contractor by consistently providing high-quality service to its customers in the Gulf
of Mexico for over 30 years. Shelf Contracting has developed a strong and loyal customer base through its ability to provide superior and
comprehensive services on schedule, while maintaining a strong safety record.

Production Facilities. At the Marco Polo field, our 50% ownership in the production facility allows us to realize a return on
investment consisting of both a fixed monthly demand charge and a volumetric tariff charge. In addition, we assisted with the installation
of the tension leg platform, or TLP, and the work to develop the surrounding acreage that can be tied back to the platform by our
construction vessels. With the acquisition of a 20% interest in Independence Hub, LLC, we are in a good position to secure installation
and tie-back work similar to what we achieved at the Marco Polo field. We also own a 20% interest in the spar at Gunnison. As our track
record increases so does the demand for our model.

Our Strategies

Focusing on the Gulf and Global Expansion. We will continue to focus on the Gulf of Mexico, where we have provided marine
construction services since 1975 and taken interests in reservoirs since 1992, as well as the North Sea, Southeast Asia and other
Deepwater basins worldwide. We expect oil and gas exploration and development activity in the Deepwater Gulf and other Deepwater
basins of the world to continue to increase over the next several years.

Focusing on Deepwater “Niche” Services. We will focus on services that provide the best “niche” financial return in the external
market and add value to acquired oil and gas properties, particularly in the Deepwater. These include pipelay (acquisition/conversion of
the Caesar), drilling (conversion of the Q4000 to drilling) and robotics (pipe burial). The pending Remington acquisition will bring a
significant prospect portfolio which we believe will likely generate over $1 billion of life of field services for our vessels. As our Shelf
Contracting services do not add value to acquired oil and gas properties, we may sell a minority stake in the Shelf Contracting business as
these services are not as critical to unlocking value in marginal fields. We would continue to control this business and retain access to the
services. This does not constitute an offer of any securities for sale.

Developing Well Operations Niche. As major and independent oil and gas companies expand operations in the deepwater basins of
the world, development of these reserves will often require the installation of subsea trees. Historically, drilling rigs were typically
necessary for subsea well operations to troubleshoot or enhance production, shift zones or perform recompletions. Three of our vessels
serve as work platforms for well operations services at costs significantly less than drilling rigs. In the Gulf of Mexico, our multi-service
semi-submersible, the Q4000 has set a series of well operations “firsts” in increasingly deep water without the use of a rig. In the North
Sea, the Seawell has provided intervention and abandonment services for approximately 500 North Sea wells since her commissioning in
1987. Competitive advantages of the Helix vessels stem from their lower operating costs, together with an ability to mobilize quickly and
to maximize productive time by performing a broad range of tasks
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for intervention, construction, inspection, repair and maintenance. These services provide a cost advantage in the development and
management of subsea reservoir developments.

Expanding Ownership in Production Facilities. Along with Enterprise Products Partners L.P., Helix owns 50% of the tension leg
production platform installed at the Marco Polo field and 20% of the Independence Hub platform, a 105 foot deep draft, semi-
submersible platform. We also own a 20% interest in the spar at Gunnison. Ownership of these production facilities provides a
transmission type return that does not entail any reservoir or commodity price risk. The Company plans to seek additional opportunities
to invest in such production facilities as well as evolved models, to be provided on a third party basis, and also to be utilized on our own
developments.

Acquiring Mature Oil and Gas Properties. Through ERT we have been acquiring mature or sunset properties since 1992, thereby
providing customers a cost effective alternative to the decommissioning process. In the last thirteen years, we have acquired interests in
168 leases and currently are the operator of 61 of 115 active offshore leases. ERT has been able to achieve a significant return on capital
by efficiently developing acquired reserves, lowering lease operating expenses and adding new reserves through exploitation drilling and
well work. Our customers consider ERT a preferred buyer as a result of ERT’s reputation, Helix’s financial strength and our salvage
expertise. As an industry leader in acquiring mature properties, ERT has a significant flow of potential acquisitions. In June 2005, ERT
acquired a large package of mature properties from Murphy Exploration & Production Company — USA for $163.5 million cash and
assumption of approximately $32.0 million abandonment liability.

Expanding the Model. The Deepwater Gulf has seen a significant increase in oil and gas exploration, development, and production
due, in part, to new technologies that reduce operational costs and risks; the discovery of new, larger oil and gas reservoirs with high
production potential; government deepwater incentives; and increasing demand and prices. Along with these larger fields are prospects
where the reserves are judged by the current owner to be too marginal to justify development. We first applied the ERT model to the
Deepwater with our involvement in the Gunnison field. During 2005, ERT was successful in acquiring equity interests in five additional
undeveloped reservoirs, in the Deepwater Gulf, that will be developed over the next few years. Through an integrated development
approach combining the advantages of application of each of our select services, we can apply a differentiated methodology to the
development of these marginal reservoirs. In 2006, ERT will continue to aggressively pursue its strategy of acquiring reserves and
develop these reserves utilizing Helix’s assets. In January we announced an agreement under which the Company will acquire
Remington, pending regulatory and Remington shareholder approval. Remington has a significant prospect inventory, mostly in the
Deepwater, which we believe will likely generate over $1 billion of life of field services for our vessels. Through ERT (U.K.) Limited,
we plan to expand the model to the North Sea, and eventually to the Asian Continent.

THE INDUSTRY

The offshore oilfield services industry originated in the early 1950’s as producers began to explore and develop the new frontier of
offshore fields. The industry has grown significantly since the 1970’s with service providers taking on greater roles on behalf of the
producers. Industry standards were established during this period largely in response to the emergence of the North Sea as a major
province leading the way into a new hostile frontier. The methodology of these standards was driven by the requirement of mitigating the
risk of developing relatively large reservoirs in a then challenging environment. This is still true today and these standards are still largely
adhered to for all developments even if they are small and the frontier is more understood. There are factors we believe will influence the
industry in the coming years: (1) Increasing world demand for oil and natural gas; (2) global production rates peaked or peaking;

(3) globalization of the natural gas market; (4) increasing number of mature and small reservoirs; (5) increasing ratio of contribution to
global production from marginal fields; (6) increasing offshore activity; and (7) increasing subsea developments.

In response to the oil and gas industry’s ongoing migration to the Deepwater, equipment and vessel requirements have and will
continue to change. A new industry set of methodologies will emerge alongside of the current ones. These new methodologies will focus
not only on the larger reservoirs in the harsh frontiers, but on the smaller and older reservoirs in the better understood frontiers. We
believe there is a niche for new generation vessels such as the Q4000 and employment of alternative methodologies for development of
marginal reservoirs in Deepwater depths.
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For now, we try to provide for both sets of methodologies. For marginal reservoirs we find it more efficient to develop our own and
work with partners. Therefore, we align our interests in the reservoir and are able to better control the development methodologies.

Defined below are certain terms helpful to understanding the services we perform in support of offshore development:

Bcfe: Billions of cubic feet equivalent, used to describe oil volumes converted to their energy equivalent in natural gas as
measured in billions of cubic feet.

Deepwater: Water depths beyond 1,000 feet.

Dive Support Vessel (DSV): Specially equipped vessel that performs services and acts as an operational base for divers, ROVs
and specialized equipment.

Dynamic Positioning (DP): Computer-directed thruster systems that use satellite-based positioning and other positioning
technologies to ensure the proper counteraction to wind, current and wave forces enabling the vessel to maintain its position without
the use of anchors. Two DP systems (DP-2) are necessary to provide the redundancy required to support safe deployment of divers,
while only a single DP system is necessary to support ROV operations.

DP-2: Redundancy allows the vessel to maintain position even with failure of one DP system; required for vessels which
support both manned diving and robotics and for those working in close proximity to platforms.

EHS: Environment, Health and Safety programs to protect the environment, safeguard employee health and eliminate injuries.
E&P: Oil and gas exploration and production activities.

F&D: Total finding and development costs.

G&G: Geological and geophysical.

IMR: Inspection, maintenance and repair activities.

Life of Field Services: Services performed on offshore facilities, trees and pipelines from the beginning to the economic end
of the life of an oil field, including installation, inspection, maintenance, repair, contract operations, well intervention, recompletion
and abandonment.

MBbI: When describing oil, refers to 1,000 barrels containing 42 gallons each.

Minerals Management Service (MMS): The federal regulatory body having responsibility for the mineral resources of the
United States OCS.

MMcf: When describing natural gas, refers to 1 million cubic feet.

Moonpool: An opening in the center of a vessel through which a saturation diving system or ROV may be deployed, allowing
safe deployment in adverse weather conditions.

MSV: Multipurpose support vessel.
Outer Continental Shelf (OCS): For purposes of our industry, areas in the Gulf from the shore to 1,000 feet of water depth.

Peer Group: Defined in this Annual Report as comprising Global Industries, Ltd. (Nasdaq: GLBL), McDermott International,
Inc. (NYSE: MDR), Oceaneering International, Inc. (NYSE: OII), Stolt Offshore SA (Nasdaq: SOSA), Technip-Coflexip (NYSE:
TKP), Superior Energy Services, Inc. (NYSE: SPN), TETRA Technologies, Inc. (NYSE: TTI) and Subsea 7.

Proved Undeveloped Reserve (PUD): Proved undeveloped oil and gas reserves that are expected to be recovered from a new
well on undrilled acreage, or from existing wells where a relatively major expenditure is required for recompletion.
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Remotely Operated Vehicle (ROV): Robotic vehicles used to complement, support and increase the efficiency of diving and
subsea operations and for tasks beyond the capability of manned diving operations.

Saturation Diving: Saturation diving, required for work in water depths between 200 and 1,000 feet, involves divers working
from special chambers for extended periods at a pressure equivalent to the pressure at the work site.

Spar: Floating production facility anchored to the sea bed with catenary mooring lines.

Spot Market: Prevalent market for subsea contracting in the Gulf, characterized by projects generally short in duration and
often of a turnkey nature. These projects often require constant rescheduling and the availability or interchangeability of multiple
vessels.

Stranded Field: Smaller PUD reservoir that standing alone may not justify the economics of a host production facility and/or
infrastructure connections.

Subsea Construction Vessels: Subsea services are typically performed with the use of specialized construction vessels which
provide an above-water platform that functions as an operational base for divers and ROVs. Distinguishing characteristics of subsea
construction vessels include DP systems, saturation diving capabilities, deck space, deck load, craneage and moonpool launching.
Deck space, deck load and craneage are important features of the vessel’s ability to transport and fabricate hardware, supplies and
equipment necessary to complete subsea projects.

Tension Leg Platform (TLP): A floating Deepwater compliant structure designed for offshore hydrocarbon production.

Trencher or Trencher System: A subsea robotics system capable of providing post lay trenching, inspection and burial (PLIB)
and maintenance of submarine cables and flowlines in water depths of 30 to 7,200 feet across a range of seabed and environmental
conditions.

Ultra-Deepwater: Water depths beyond 4,000 feet.

CONTRACTING SERVICES
We provide a full range of contracting services in both the shallow water and Deepwater including:

*» Exploration. Pre-installation surveys; rig positioning and installation assistance; drilling inspection; subsea equipment
maintenance; reservoir engineering; G&G; modeling; well design; and engineering.

* Development. Installation of production platforms; installation of subsea production systems; pipelay and burial; riser, manifold
assembly installation and tie in; integrated production modeling; commissioning, testing and inspection; cable and umbilical lay
and connection.

* Production. Inspection, maintenance and repair of production structures, risers and pipelines and subsea equipment; well
intervention; life of field support; reservoir management; production technology; and intervention engineering.

» Decommissioning. Decommissioning and remediation services; plugging and abandonment services; platform salvage and
removal; pipeline abandonment; site inspections.

Deepwater Contracting

In 1994, we began to assemble a fleet of DP vessels in order to deliver subsea services in the Deepwater and Ultra-Deepwater.
Today, our fleet consists of two semi-submersible DP MSVs, the Q4000 and the Uncle John; a dedicated well operations vessel, the
Seawell; four umbilical and pipelay vessels, the Intrepid, the Kestrel (which is expected to be acquired in March 2006), the Express and
the Caesar; three construction DP DSVs, the Witch Queen (through our 40% interest in Offshore Technology Solutions Limited), the
Mystic Viking, and the Eclipse; and an ROV support vessel the Northern Canyon. Additional assets are chartered as required. The Uncle
John, Kestrel,
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Witch Queen, Mystic Viking and Eclipse currently perform diving related activities and are accordingly included in our Shelf Contracting
segment.

Our subsidiary, Canyon Offshore, Inc., operates ROVs and trenchers designed for offshore construction, rather than supporting
drilling rig operations. As marine construction support in the Gulf of Mexico and other areas of the world moves to deeper waters, ROV
systems play an increasingly important role. Our vessels add value by supporting deployment of Canyon’s ROVs. We have positioned
ourselves to provide our customers with vessel availability and schedule flexibility to meet the technological challenges of these
Deepwater construction developments in the Gulf and internationally. Our 25 ROVs and four trencher systems operate in three regions:
the Americas, Europe/West Africa and Asia Pacific.

The mission of the Well Ops group is to provide the industry with a comprehensive source for addressing current subsea well
operations needs and to engineer for future needs. Our purpose-built vessels serve as work platforms for subsea well operations services
at costs significantly less than drilling rigs.

In both the Gulf of Mexico and North Sea, the increased number of subsea wells installed, the increasing value of the product, and
the shortfall in both rig availability and equipment have resulted in an increased demand for Well Ops services. During 2005 two critical
production recovery projects were successfully completed by the Q4000. These projects for Kerr McGee and Walter Oil & Gas
highlighted the value of an asset capable of performing repairs and installations normally requiring a drilling rig and available on short
call out. A high volume of less critical intervention and decommissioning work was delayed during the second half of the year by
extensive hurricane repair work. Despite the lower than expected utilization on Well Ops projects, 76 days versus the budgeted 106 days,
Well Ops met all of the 2005 financial goals, including gross profit. The back log of projects delayed by critical construction work is now
approaching 240 days and will be carried into 2006.

The Seawell has provided intervention and abandonment services on approximately 500 North Sea wells since her commissioning
in 1987, being the only consistent and continuous solution to light well intervention needs in the region, setting many records and “firsts”
over the last 17 years. One additional advantage is that the Seawell can undertake saturation diving and construction tasks independently
or simultaneously with the well intervention activities. Due to these unique capabilities, Well Ops (U.K.) Limited re-negotiated its
existing call-off contract with Shell Exploration and Production Limited in 2005 to incorporate utilization of the Seawell to service its
assets for a minimum of 120 days per annum in 2006 and 2007 with the potential to continue this arrangement until 2010. Competitive
advantages of our vessels stem from their lower operating costs and the ability to mobilize quickly for multi-well campaigns of work and
maximize productive time by performing a broad range of tasks for intervention, construction, inspection, repair and maintenance.

Well Ops Inc. and Well Ops (U.K.) Limited also collaborate with leading downhole service providers to provide superior,
comprehensive solutions to the well operations challenges faced by our customers.

Also included in Deepwater Contracting is Reservoir and Well Technical Services. Until 2005, our reservoir and well tech services
were an in-house service for our own production. With the acquisition of Helix Energy Limited in 2005, which includes a technical staff
of over 200, we have increased the resources that we can bring to our own projects as well as provide a value adding service to our
clients. With offices in Aberdeen, Perth, London and Kuala Lumpur, these services provide the market presence in regions we have
identified as strategically important to future growth.

Shelf Contracting

We provide marine contracting services, including saturation, surface and mixed gas diving as well as pipelay and pipe burial
services, to the offshore oil and natural gas industry. We believe that we are the market leader in the diving support business in the Gulf
of Mexico OCS, including construction, inspection, maintenance, repair and decommissioning. We also provide these services in select
international offshore markets, such as Trinidad and the Middle East. We currently own and operate a diversified fleet of 26 vessels,
including 23 surface and saturation diving support vessels capable of operating in water depths of up to 1,000 feet, as well as three
shallow-water pipelay vessels. Our customers include major and independent oil and natural gas producers, pipeline transmission
companies and offshore engineering and construction firms.
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Since 1975, we have provided services in support of offshore oil and natural gas infrastructure projects involving the construction
and maintenance of pipelines, production platforms, risers and subsea production systems in the Gulf of Mexico. In the Gulf of Mexico
saturation diving market, which typically covers water depths of 200 to 1,000 feet, we offer our full complement of services via our eight
saturation diving vessels and three portable saturation diving systems. We believe that our saturation diving support fleet is the largest in
the world. We offer the same range of services through our 15 surface and mixed gas diving vessels in water depths typically less than
300 feet. In addition to our diving operations, we have three vessels dedicated exclusively to pipelay and pipe burial services in water
depths of up to approximately 400 feet. We believe the scheduling flexibility offered by our large fleet and the advanced technical
expertise of our personnel provides a valuable advantage over our competitors. As a result, we believe that we are a leading provider to
most of the largest oil and gas producers operating in the Gulf of Mexico.

In the past year we have substantially increased the size of our Shelf Contracting fleet and expanded our operating capabilities
through a series of strategic acquisitions. In August 2005, we acquired five diving support vessels, two shallow water pipelay vessels and
a portable saturation diving system from Torch Offshore. In November 2005, we acquired all of Stolt Offshore’s assets operating in the
Gulf of Mexico. In January 2006, we acquired Stolt’s shallow water pipelay vessel and expect to acquire the Kestrel in March 2006.
Upon closing these transactions, we will have added a total of 13 vessels, including three premium saturation diving vessels, and one
portable saturation diving system to our fleet.

PRODUCTION FACILITIES

There are a significant number of small discoveries that cannot justify the economics of a dedicated host facility. These are typically
developed as subsea tie backs to existing facilities when capacity through the facility is available. We provide over-sized facilities to
operators for these fields without burdening the operator of the hub reservoir. We are well positioned to facilitate the tie back of the
smaller reservoir to these hubs through our services and production groups. When a hub is not feasible, we intend to apply an integrated
application of our services in a manner that camulatively lowers development costs to a point that allows for a small dedicated facility to
be used, thus being able to develop some fields that otherwise would be non-commercial to develop. The commercial risk is mitigated
since we have a portfolio of reservoirs and the assets to easily redeploy the facility. At the Marco Polo field, our 50% ownership in the
production facility through Deepwater Gateway, L.L.C. will allow us to realize a return on investment consisting of both a fixed monthly
demand charge and a volumetric tariff charge. In addition, we assisted with the installation of the TLP and will work to develop the
surrounding acreage that can be tied back to the platform by our construction vessels. Our 20% interest in the Independence Hub
platform, scheduled for installation in late 2006, should enable us to repeat the Marco Polo strategy. Our production facilities group has
evolved to become our development engineering group. In conjunction with our reservoir integrated modeling services, we are able to
efficiently assess opportunities and provide the conceptual development most appropriate to the reservoir.

OIL & GAS PRODUCTION

We formed ERT in 1992 to exploit a market opportunity to provide a more efficient solution to offshore abandonment, to expand
our off-season asset utilization and to achieve better returns than are likely through pure service contracting. In essence, we transfer the
risk of abandonment and through our services we mitigate that risk to yield a lower cost to produce and therefore increase value from the
reservoir.

Over the past 14 years, we have identified similar opportunities to transfer and mitigate risk throughout the life of the reservoir.
This has led to the assembly of a services set 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 to abandonment. We do not provide all services, but just those key to mitigating
certain risks and costs.

ERT now seeks to be involved in the reservoir at any stage of its life if we can apply our methodologies. The cumulative effect of
our model is the ability to meaningfully improve the economics of a reservoir that would otherwise be considered non-commercial or
non-impact, as well as making us a value adding partner. Interests are
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better aligned creating a more efficient relationship with other producers. With a focus on acquiring non-impact reservoirs or mature
fields, our approach taken as a whole is, itself, a service in demand by our producer clients and partners. During 2005, we were
successful in acquiring equity interests in five deepwater undeveloped reservoirs. Developing these fields over the next few years will
require meaningful capital commitments but will also provide significant backlog for our construction assets. In January we announced
an agreement under which the Company will acquire Remington, pending regulatory and Remington shareholder approval. In addition to
279 Bcfe of proven reserves as of December 31, 2005, Remington has a significant prospect inventory, mostly in the Deepwater, which
we believe will likely generate over $1 billion of life of field services for our vessels.

The benefits of our strategy are fourfold. First, oil and gas revenues counteract the volatility in revenues we experience in offshore
construction. Second, in periods of excess capacity, such as in 2002 and 2003, we have the flexibility to be less dependent on the
competitive bid market and instead focus on negotiated contracts thus avoiding contractual risks. Third, our oil and gas operations
generate significant cash flow and visibility that has partially funded construction and/or modification of assets such as the Q4000, the
Intrepid and the Caesar, enabling us to add technical talent to support our expansion into the new Deepwater frontier. Finally, a major
objective of our investments in oil and gas properties is to secure backlog for our services in a manner that yields better returns than the
typical backlog assembled by the service industry during slow demand cycles.

Within ERT we have assembled a team of personnel with experience in geology, geophysics, reservoir engineering, drilling,
production engineering, facilities management, lease operations and petroleum land management. ERT generates income in a number of
ways: mitigating abandonment liability risk, lowering development time and cost, mitigating finding (exploration) costs, operating the
field more effectively, and having a focus on extending the reservoir life through well exploitation operations. When a company sells an
OCS property, they retain the financial responsibility for plugging and decommissioning if their purchaser becomes financially unable to
do so. Thus, it becomes important that a property be sold to a purchaser who has the financial wherewithal to perform their contractual
obligations. Although there is significant competition in this mature field market, ERT’s reputation, supported by Helix’s financial
strength, has made it the purchaser of choice of many major and independent oil and gas companies. In addition, ERT’s reservoir
engineering and geophysical expertise and having access to service assets and an ability to impact development costs have made ERT a
preferred partner in development projects.

The offshore basins worldwide have seen a significant increase in oil and gas exploration, development and production due, in part,
to new technologies that reduce operational costs and risks, the discovery of new, larger oil and gas reservoirs with high production
potential, government deepwater incentives, and increasing demand and prices. Along with these larger fields are discoveries where the
exploratory well has encountered smaller proven undeveloped reserves that are judged by the current owner to be too marginal to justify
development. As an extension of ERT’s well exploitation strategy, it is the Company’s intent to participate in drilling of high probability
of success wells which initially do not possess proven reserves, and thus would be considered exploratory wells. Depending upon the
water depth, development of these fields may require state of the art equipment such as the Q4000, a more specialized asset such as the
Intrepid for pipelay, or a combination of Helix contracting assets. At the same time, the market is being revitalized by emerging new
small producers. When these producers have opportunities, but insufficient resources or access to services, then ERT is a logical value
adding partner.

The current terms of ERT’s leases on undeveloped acreage in the offshore Gulf of Mexico are scheduled to expire as shown in the
table below. The terms of a lease may be extended by drilling and production operations.
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For the Years Ended December 31,

(acreage)
Year Gross Net
2006 51,840 18,432
2007 97,920 38,592
2008 34,560 14,078
2009 and Beyond 34,560 12,480
Total 218,880 83,582

The table below sets forth information, as of December 31, 2005, with respect to estimates of net proved reserves and the present
value of estimated future net cash flows at such date, prepared in accordance with guidelines established by the Securities and Exchange
Commission. The Company’s estimates of reserves at December 31, 2005, have been audited by Huddleston & Co., Inc., independent
petroleum engineers. All of the Company’s reserves are currently located in the United States (55% of such reserves are PUDs). Proved
reserves cannot be measured exactly because the estimation of reserves involves numerous judgmental determinations. Accordingly,
reserve estimates must be continually revised as a result of new information obtained from drilling and production history, new
geological and geophysical data and changes in economic conditions.

Total Proved
Estimated Proved Reserves:

Natural gas (MMcf) 136,073
Oil and condensate (MBDbls) 14,873
Standardized measure of discounted future net cash flows (pre-tax)* $ 1,063,332,000

* The standardized measure of discounted future net cash flows attributable to our reserves was prepared using constant prices as of the
calculation date, discounted at 10% per annum. As of December 31, 2005, we owned an interest in 354 gross (285 net) oil wells
302 gross (154 net) natural gas wells located in federal offshore waters in the Gulf of Mexico.

In January 2006, we announced an agreement under which the Company will acquire Remington, pending regulatory and
Remington shareholder approval. Remington has proven reserves of 279 Bcfe as of December 31, 2005.

CUSTOMERS

Our customers include major and independent oil and gas producers and suppliers, pipeline transmission companies and offshore
engineering and construction firms. The level of construction services required by any particular contracting customer depends on the
size of that customer’s capital expenditure budget devoted to construction plans in a particular year. Consequently, customers that
account for a significant portion of contract revenues in one fiscal year may represent an immaterial portion of contract revenues in
subsequent fiscal years. The percent of consolidated revenue of major customers was as follows: 2005 — Louis Dreyfus Energy Services
(10%) and Shell Trading (US) Company (10%); 2004 — Louis Dreyfus Energy Services (11%) and Shell Trading (US) Company (10%);
2003 — Shell Trading (US) Company (10%) and Petrocom Energy Group Ltd. (10%). All of these customers were purchasers of ERT’s
oil and gas production. We estimate in 2005 we provided subsea services to over 150 customers. Our projects are typically of short
duration and are generally awarded shortly before mobilization. Accordingly, we believe backlog is not a meaningful indicator of future
business results. A more meaningful measure of our backlog is the potential of our production portfolio to generate work for our services.
We do not typically tender in the EPIC market as other contractors do. For that reason, the other contractors are more likely to be our
customers and we serve as a contractor’s contractor.
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COMPETITION

The marine contracting industry is highly competitive. While price is a factor, the ability to acquire specialized vessels, attract and
retain skilled personnel, and demonstrate a good safety record are also important. Our competitors on the OCS include Global Industries
Ltd., Oceaneering International, Inc and a number of smaller companies, some of which only operate a single vessel and often compete
solely on price. For Deepwater projects, our principal competitors include Stolt Offshore S.A., Subsea 7, and Technip-Coflexip.

ERT encounters significant competition for the acquisition of mature oil and gas properties. Our ability to acquire additional
properties depends upon our ability to evaluate and select suitable properties and consummate transactions in a highly competitive
environment. Competition includes TETRA Technologies, Inc. and Superior Energy Services, Inc. for Gulf of Mexico mature properties.
Small or mid-sized producers, and in some cases financial players, with a focus on acquisition of reserves through PUDs and PDP are
often competition on development properties.

TRAINING, SAFETY AND QUALITY ASSURANCE

We have established a corporate culture in which Environment, Health & Safety (EHS) remains among the highest of priorities. Our
corporate goal, based on the belief that all accidents can be prevented, is to provide an injury-free workplace by focusing on correct, safe
behavior. Our EHS procedures, training programs and management system were developed by management personnel, common industry
work practices and by employees with on-site experience who understand the physical challenges of the ocean work site. As a result,
management believes that our EHS programs are among the best in the industry. We have introduced a company-wide effort to enhance
and provide continual improvements to our behavioral based safety process, as well as our training programs, that continue to focus on
safety through open communication. The process includes the documentation of all daily observations, collection of data and data
treatment to provide the mechanism of understanding of both safe and unsafe behaviors at the worksite. In addition to we initiated
scheduled Hazard Hunts by Project Management on each vessel, complete with assigned responsibilities and action due dates. To further
this continual improvement effort, progressive auditing is done to continue improvement of our EHS management system. Results from
this program were evident as our safety performance improved significantly in 2003 through 2005.

GOVERNMENT REGULATION

Many aspects of the offshore marine construction industry are subject to extensive governmental regulations. We are subject to the
jurisdiction of the U.S. Coast Guard, the U.S. Environmental Protection Agency, the MMS and the U.S. Customs Service, as well as
private industry organizations such as the American Bureau of Shipping. In the North Sea, international regulations govern working
hours and a specified working environment, as well as standards for diving procedures, equipment and diver health. These North Sea
standards are some of the most stringent worldwide. In the absence of any specific regulation, our North Sea branch adheres to standards
set by the International Marine Contractors Association and the International Maritime Organization.

We support and voluntarily comply with standards of the Association of Diving Contractors International. The Coast Guard sets
safety standards and is authorized to investigate vessel and diving accidents, and to recommend improved safety standards. The Coast
Guard also is authorized to inspect vessels at will. We are required by various governmental and quasi-governmental agencies to obtain
various permits, licenses and certificates with respect to our operations. We believe that we have obtained or can obtain all permits,
licenses and certificates necessary for the conduct of our business.

In addition, we depend on the demand for our services from the oil and gas industry and, therefore, our business is affected by laws
and regulations, as well as changing taxes and policies relating to the oil and gas industry generally. In particular, the development and
operation of oil and gas properties located on the OCS of the United States is regulated primarily by the MMS.

The MMS requires lessees of OCS properties to post bonds or provide other adequate financial assurance in connection with the
plugging and abandonment of wells located offshore and the removal of all production
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facilities. Operators on the OCS are currently required to post an area-wide bond of $3.0 million, or $500,000 per producing lease. We
have provided adequate financial assurance for our offshore leases as required by the MMS.

We acquire production rights to offshore mature oil and gas properties under federal oil and gas leases, which the MMS administers.
These leases contain relatively standardized terms and require compliance with detailed MMS regulations and orders pursuant to the
Outer Continental Shelf Lands Act, or OCSLA. These MMS directives are subject to change. The MMS has promulgated regulations
requiring offshore production facilities located on the OCS to meet stringent engineering and construction specifications. The MMS also
has issued regulations restricting the flaring or venting of natural gas and prohibiting the burning of liquid hydrocarbons without prior
authorization. Similarly, the MMS has promulgated other regulations governing the plugging and abandonment of wells located offshore
and the removal of all production facilities. Finally, under certain circumstances, the MMS may require any operations on federal leases
to be suspended or terminated or may expel unsafe operators from existing OCS platforms and bar them from obtaining future leases.
Suspension or termination of our operations or expulsion from operating on our leases and obtaining future leases could have a material
adverse effect on our financial condition and results of operations.

Under OCSLA and the Federal Oil and Gas Royalty Management Act, MMS also administers oil and gas leases and establishes
regulations that set the basis for royalties on oil and gas produced from the leases. The MMS’s amendments to these regulations are
subject to judicial review. In 2002, the D.C. Circuit reversed a 2000 district court decision and upheld a 1997 MMS gas valuation rule
categorically denying allowances for post-production marketing costs such as long-term storage fees and marketer fees; however, the
D.C. Circuit decision expressly allows firm demand charges to be deducted. Two trade associations had sought judicial review of the
1997 gas valuation rule and procured a favorable district court decision; however, the D.C. Circuit decision and denial of certorari by the
Supreme Court ended the litigation in early 2003. On March 5, 2005, the MMS published a further revision to its gas valuation rule. The
2005 gas rule revision clarifies the deductibility of transportation costs and adopts the 2004 oil valuation rule’s cost of capital approach
described below. The revisions are not expected to reflect any major changes. We cannot predict what effect these changes will have on
our operations but nothing material is anticipated.

In 2004, the MMS further amended its royalty regulations governing the valuation of crude oil produced from federal leases. The
MMS’s 2000 oil valuation rule had replaced a set of valuation benchmarks based on posted prices and comparable sales with an indexing
system based on spot prices at nearby market centers. Among other things, the 2000 oil valuation rule (like the 1997 gas valuation rule)
also categorically disallowed deductions for post-production marketing costs. Two industry trade associations sought judicial review of
the 2000 oil rule, but voluntarily dismissed their suit after late 2002 negotiations led the MMS to amend its oil valuation rule further in
2004. The amended rule retained indexing for valuation but replaced spot prices with NYMEX future prices, except in the Rocky
Mountain Region and California. The 2004 oil valuation rule also liberalized allowances for non-arm’s length transportation
arrangements by increasing the multiplier used for calculating the cost of capital. While the 2000 oil valuation rule was likely to increase
our royalty obligation somewhat, the 2004 oil valuation rule is likely to attenuate that increase.

Historically, the transportation and sale for resale of natural gas in interstate commerce has been regulated pursuant to the Natural
Gas Act of 1938, the Natural Gas Policy Act of 1978, or NGPA, and the regulations promulgated thereunder by the Federal Energy
Regulatory Commission, or FERC. In the past, the federal government has regulated the prices at which oil and gas could be sold. While
sales by producers of natural gas, and all sales of crude oil, condensate and natural gas liquids currently can be made at uncontrolled
market prices, Congress could reenact price controls in the future. Deregulation of wellhead sales in the natural gas industry began with
the enactment of the NGPA. In 1989, the Natural Gas Wellhead Decontrol Act was enacted. This act amended the NGPA to remove both
price and non-price controls from natural gas sold in “first sales” no later than January 1, 1993.

Sales of natural gas are affected by the availability, terms and cost of transportation. The price and terms for access to pipeline
transportation remain subject to extensive federal and state regulation. Several major regulatory changes have been implemented by
Congress and the FERC from 1985 to the present that affect the economics of natural gas production, transportation and sales. In
addition, the FERC continues to promulgate revisions to various
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aspects of the rules and regulations affecting those segments of the natural gas industry, most notably interstate natural gas transmission
companies that remain subject to FERC jurisdiction. These initiatives may also affect the intrastate transportation of natural gas under
certain circumstances. The stated purpose of many of these regulatory changes is to promote competition among the various sectors of
the natural gas industry. The ultimate impact of the complex rules and regulations issued by the FERC since 1985 cannot be predicted.
We cannot predict what further action the FERC will take on these matters, but we do not believe any such action will materially affect us
differently than other companies with which we compete.

Additional proposals and proceedings before various federal and state regulatory agencies and the courts could affect the oil and gas
industry. We cannot predict when or whether any such proposals may become effective. In the past, the natural gas industry has been
heavily regulated. There is no assurance that the regulatory approach currently pursued by the FERC will continue indefinitely.
Notwithstanding the foregoing, we do not anticipate that compliance with existing federal, state and local laws, rules and regulations will
have a material effect upon our capital expenditures, earnings or competitive position.

ENVIRONMENTAL REGULATION

Our operations are subject to a variety of national (including federal, state and local) and international laws and regulations
governing the discharge of materials into the environment or otherwise relating to environmental protection. Numerous governmental
departments issue rules and regulations to implement and enforce such laws that are often complex and costly to comply with and that
carry substantial administrative, civil and possibly criminal penalties for failure to comply. Under these laws and regulations, we may be
liable for remediation or removal costs, damages and other costs associated with releases of hazardous materials including oil into the
environment, and such liability may be imposed on us even if the acts that resulted in the releases were in compliance with all applicable
laws at the time such acts were performed. Some of the environmental laws and regulations that are applicable to our business operations
are discussed in the following paragraphs, but the discussion does not cover all environmental laws and regulations that govern our
operations.

The Oil Pollution Act of 1990, as amended, or OPA, imposes a variety of requirements on “responsible parties” related to the
prevention of oil spills and liability for damages resulting from such spills in waters of the United States. A “Responsible Party” includes
the owner or operator of an onshore facility, a vessel or a pipeline, and the lessee or permittee of the area in which an offshore facility is
located. OPA imposes liability on each Responsible Party for oil spill removal costs and for other public and private damages from oil
spills. Failure to comply with OPA may result in the assessment of civil and criminal penalties. OPA establishes liability limits of
$350 million for onshore facilities, all removal costs plus $75 million for offshore facilities and the greater of $500,000 or $600 per gross
ton for vessels other than tank vessels. The liability limits are not applicable, however, if the spill is caused by gross negligence or willful
misconduct; if the spill results from violation of a federal safety, construction, or operating regulation; or if a party fails to report a spill or
fails to cooperate fully in the cleanup. Few defenses exist to the liability imposed under OPA. Management is currently unaware of any
oil spills for which we have been designated as a Responsible Party under OPA that will have a material adverse impact on us or our
operations.

OPA also imposes ongoing requirements on a Responsible Party, including preparation of an oil spill contingency plan and
maintaining proof of financial responsibility to cover a majority of the costs in a potential spill. We believe we have appropriate spill
contingency plans in place. With respect to financial responsibility, OPA requires the Responsible Party for certain offshore facilities to
demonstrate financial responsibility of not less than $35 million, with the financial responsibility requirement potentially increasing up to
$150 million if the risk posed by the quantity or quality of oil that is explored for or produced indicates that a greater amount is required.
The MMS has promulgated regulations implementing these financial responsibility requirements for covered offshore facilities. Under
the MMS regulations, the amount of financial responsibility required for an offshore facility is increased above the minimum amounts if
the “worst case” oil spill volume calculated for the facility exceeds certain limits established in the regulations. We believe that we
currently have established adequate proof of financial responsibility for our onshore and offshore facilities and that we satisfy the MMS
requirements for financial responsibility under OPA and applicable regulations.
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In addition, OPA requires owners and operators of vessels over 300 gross tons to provide the Coast Guard with evidence of
financial responsibility to cover the cost of cleaning up oil spills from such vessels. We currently own and operate six vessels over
300 gross tons. Satisfactory evidence of financial responsibility has been provided to the Coast Guard for all of our vessels.

The Clean Water Act imposes strict controls on the discharge of pollutants into the navigable waters of the U.S. and imposes
potential liability for the costs of remediating releases of petroleum and other substances. The controls and restrictions imposed under the
Clean Water Act have become more stringent over time, and it is possible that additional restrictions will be imposed in the future.
Permits must be obtained to discharge pollutants into state and federal waters. Certain state regulations and the general permits issued
under the Federal National Pollutant Discharge Elimination System program prohibit the discharge of produced waters and sand, drilling
fluids, drill cuttings and certain other substances related to the exploration for and production of oil and gas into certain coastal and
offshore waters. The Clean Water Act provides for civil, criminal and administrative penalties for any unauthorized discharge of oil and
other hazardous substances and imposes liability on responsible parties for the costs of cleaning up any environmental contamination
caused by the release of a hazardous substance and for natural resource damages resulting from the release. Many states have laws that
are analogous to the Clean Water Act and also require remediation of releases of petroleum and other hazardous substances in state
waters. Our vessels routinely transport diesel fuel to offshore rigs and platforms and also carry diesel fuel for their own use. Our vessels
transport bulk chemical materials used in drilling activities and also transport liquid mud which contains oil and oil by-products. Offshore
facilities and vessels operated by us have facility and vessel response plans to deal with potential spills of oil or its derivatives. We
believe that our operations comply in all material respects with the requirements of the Clean Water Act and state statutes enacted to
control water pollution.

OCSLA provides the federal government with broad discretion in regulating the production of offshore resources of oil and gas,
including authority to impose safety and environmental protection requirements applicable to lessees and permittees operating in the
OCS. Specific design and operational standards may apply to OCS vessels, rigs, platforms, vehicles and structures. Violations of lease
conditions or regulations issued pursuant to OCSLA can result in substantial civil and criminal penalties, as well as potential court
injunctions curtailing operations and cancellation of leases. Because our operations rely on offshore oil and gas exploration and
production, if the government were to exercise its authority under OCSLA to restrict the availability of offshore oil and gas leases, such
action could have a material adverse effect on our financial condition and results of operations. As of this date, we believe we are not the
subject of any civil or criminal enforcement actions under OCSLA.

The Comprehensive Environmental Response, Compensation, and Liability Act, or CERCLA, contains provisions requiring the
remediation of releases of hazardous substances into the environment and imposes liability, without regard to fault or the legality of the
original conduct, on certain classes of persons including owners and operators of contaminated sites where the release occurred and those
companies who transport, dispose of or who arrange for disposal of hazardous substances released at the sites. Under CERCLA, such
persons may be subject to joint and several liability for the costs of cleaning up the hazardous substances that have been released into the
environment, for damages to natural resources and for the costs of certain health studies. Third parties may also file claims for personal
injury and property damage allegedly caused by the release of hazardous substances. Although we handle hazardous substances in the
ordinary course of business, we are not aware of any hazardous substance contamination for which we may be liable.

We operate in foreign jurisdictions that have various types of governmental laws and regulations relating to the discharge of oil or
hazardous substances and the protection of the environment. Pursuant to these laws and regulations, we could be held liable for
remediation of some types of pollution, including the release of oil, hazardous substances and debris from production, refining or
industrial facilities, as well as other assets we own or operate or which are owned or operated by either our customers or our sub-
contractors.

Management believes that we are in compliance in all material respects with all applicable environmental laws and regulations to
which we are subject. We do not anticipate that compliance with existing environmental laws and regulations will have a material effect
upon our capital expenditures, earnings or competitive position. However, changes in the environmental laws and regulations, or claims
for damages to persons, property, natural resources or
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the environment, could result in substantial costs and liabilities, and thus there can be no assurance that we will not incur significant
environmental compliance costs in the future.

EMPLOYEES

We rely on the high quality of our workforce. As of December 31, 2005, we had approximately 1,800 employees, nearly 450 of
which were salaried personnel. As of that date, we also contracted with third parties to utilize approximately 500 non-U.S. citizens to
crew our foreign flag vessels. None of our employees belong to a union or are employed pursuant to any collective bargaining agreement
or any similar arrangement. We believe our relationship with our employees and foreign crew members is good.

WEBSITE AND OTHER AVAILABLE INFORMATION

The Company maintains a website on the Internet with the address of www.HelixESG.com. Copies of this Annual Report on
Form 10-K for the year ended December 31, 2005, and copies of the Company’s Quarterly Reports on Form 10-Q for 2005 and 2006 and
any Current Reports on Form 8-K for 2005 and 2006, and any amendments thereto, are or will be available free of charge at such website
as soon as reasonably practicable after they are filed with, or furnished to, the SEC. Information contained on the Company’s website is
not part of this report. Please note that prior to March 6, 2006, the name of the Company was Cal Dive International, Inc.

The general public may read and copy any materials the Company files with the SEC at the SEC’s Public Reference Room at
450 Fifth Street, N.W., Washington, D.C. 20549. The public may obtain information on the operation of the Public Reference Room by
calling the SEC at 1-800-SEC-0330. The Company is an electronic filer, and the SEC maintains an Internet website that contains reports,
proxy and information statements, and other information regarding issuers that file electronically with the SEC, including the Company.
The Internet address of the SEC’s website is www.sec.gov.
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Item 1A. Risk Factors.

Shareholders should carefully consider the following risk factors in addition to the other information contained herein. You should
be aware that the occurrence of the events described in these risk factors and elsewhere in this Annual Report could have a material
adverse effect on our business, results of operations and financial position.

Our Contracting Services business is adversely affected by low oil and gas prices and by the cyclicality of the oil and gas industry.

Our Contracting Services business is substantially dependent upon the condition of the oil and gas industry and, in particular, the
willingness of oil and gas companies to make capital expenditures for offshore exploration, drilling and production operations. The level
of capital expenditures generally depends on the prevailing view of future oil and gas prices, which are influenced by numerous factors
affecting the supply and demand for oil and gas, including, but not limited to:

» Worldwide economic activity,

* Economic and political conditions in the Middle East and other oil-producing regions,
+ Coordination by the Organization of Petroleum Exporting Countries, or OPEC,

* The cost of exploring for and producing oil and gas,

* The sale and expiration dates of offshore leases in the United States and overseas,

* The discovery rate of new oil and gas reserves in offshore areas,

* Technological advances,

* Interest rates and the cost of capital,

* Environmental regulations, and

* Tax policies.

The level of offshore construction activity improved somewhat in 2004 and continued the trend in 2005 following higher
commodity prices in 2003 through 2005 and significant damage sustained to the Gulf of Mexico infrastructure in Hurricanes Katrina and
Rita. We cannot assure you activity levels will remain the same or increase. A sustained period of low drilling and production activity or
the return of lower commodity prices would likely have a material adverse effect on our financial position, cash flows and results of
operations.

The operation of marine vessels is risky, and we do not have insurance coverage for all risks.

Marine construction involves a high degree of operational risk. Hazards, such as vessels sinking, grounding, colliding and
sustaining damage from severe weather conditions, are inherent in marine operations. These hazards can cause personal injury or loss of
life, severe damage to and destruction of property and equipment, pollution or environmental damage and suspension of operations.
Damage arising from such occurrences may result in lawsuits asserting large claims. We maintain such insurance protection as we deem
prudent, including Jones Act employee coverage, which is the maritime equivalent of workers’ compensation, and hull insurance on our
vessels. We cannot assure you that any such insurance will be sufficient or effective under all circumstances or against all hazards to
which we may be subject. A successful claim for which we are not fully insured could have a material adverse effect on us. Moreover, we
cannot assure you that we will be able to maintain adequate insurance in the future at rates that we consider reasonable. As a result of
market conditions, premiums and deductibles for certain of our insurance policies have increased substantially and could escalate further.
In some instances, certain insurance could become unavailable or available only for reduced amounts of coverage. For example,
insurance carriers are now requiring broad exclusions for losses due to war risk and terrorist acts and limitations for wind storm damages.
As construction activity expands into deeper water in the Gulf and other Deepwater basins of the world, a greater percentage of our
revenues may be from Deepwater construction projects that are larger and more complex, and thus riskier, than shallow water projects.
As a result, our revenues and profits are increasingly dependent on our
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larger vessels. The current insurance on our vessels, in some cases, is in amounts approximating book value, which could be less than
replacement value. In the event of property loss due to a catastrophic marine disaster, mechanical failure or collision, insurance may not
cover a substantial loss of revenues, increased costs and other liabilities, and could have a material adverse effect on our operating
performance if we were to lose any of our large vessels.

Our contracting business typically declines in winter, and bad weather in the Gulf or North Sea can adversely affect our
operations.

Marine operations conducted in the Gulf and North Sea are seasonal and depend, in part, on weather conditions. Historically, we
have enjoyed our highest vessel utilization rates during the summer and fall when weather conditions are favorable for offshore
exploration, development and construction activities. We typically have experienced our lowest utilization rates in the first quarter. As is
common in the industry, we typically bear the risk of delays caused by some, but not all, adverse weather conditions. Accordingly, our
results in any one quarter are not necessarily indicative of annual results or continuing trends.

If we bid too low on a turnkey contract, we suffer consequences.

A significant amount of our projects are performed on a qualified turnkey basis where described work is delivered for a fixed price
and extra work, which is subject to customer approval, is billed separately. The revenue, cost and gross profit realized on a turnkey
contract can vary from the estimated amount because of changes in offshore job conditions, variations in labor and equipment
productivity from the original estimates, and the performance of third parties such as equipment suppliers. These variations and risks
inherent in the marine construction industry may result in our experiencing reduced profitability or losses on projects.

Exploration and production of oil and natural gas is a high-risk activity and subjects us to a variety of factors that we cannot
control.

Our Oil & Gas Production business is subject to all of the risks and uncertainties normally associated with the exploration for and
development and production of oil and natural gas, including uncertainties as to the presence, size and recoverability of hydrocarbons.
We may not encounter commercially productive oil and natural gas reservoirs. We may not recover all or any portion of our investment in
new wells. The presence of unanticipated pressures or irregularities in formations, miscalculations or accidents may cause our drilling
activities to be unsuccessful and result in a total loss of our investment. In addition, we often are uncertain as to the future cost or timing
of drilling, completing and operating wells.

Projecting future natural gas and oil production is imprecise. Producing oil and gas reservoirs eventually have declining production
rates. Projections of production rates rely on certain assumptions regarding historical production patterns in the area or formation tests for
a particular producing horizon. Actual production rates could differ materially from such projections. Production rates depend on a
number of additional factors, including commodity prices, market demand and the political, economic and regulatory climate.

Further, our drilling operations may be curtailed, delayed or canceled as a result of a variety of factors, including:
« unexpected drilling conditions;

« title problems;

* pressure or irregularities in formations;

* equipment failures or accidents;

 adverse weather conditions; and

« compliance with environmental and other governmental requirements, which may increase our costs or restrict our activities.
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Estimates of our oil and gas reserves, future cash flows and abandonment costs may be significantly incorrect.

This Annual Report contains estimates of our proved oil and gas reserves and the estimated future net cash flows there from based
upon reports for the year ended December 31, 2004 and 2005, audited by our independent petroleum engineers. These reports rely upon
various assumptions, including assumptions required by the Securities and Exchange Commission, as to oil and gas prices, drilling and
operating expenses, capital expenditures, abandonment costs, taxes and availability of funds. The process of estimating oil and gas
reserves is complex, requiring significant decisions and assumptions in the evaluation of available geological, geophysical, engineering
and economic data for each reservoir. As a result, these estimates are inherently imprecise. Actual future production, cash flows,
development expenditures, operating and abandonment expenses and quantities of recoverable oil and gas reserves may vary
substantially from those estimated in these reports. Any significant variance in these assumptions could materially affect the estimated
quantity and value of our proved reserves. You should not assume that the present value of future net cash flows from our proved
reserves referred to in this Annual Report is the current market value of our estimated oil and gas reserves. In accordance with Securities
and Exchange Commission requirements, we base the estimated discounted future net cash flows from our proved reserves on prices and
costs on the date of the estimate. Actual future prices and costs may differ materially from those used in the net present value estimate. In
addition, if costs of abandonment are materially greater than our estimates, they could have an adverse effect on financial position, cash
flows and results of operations.

Our actual development results are likely to differ from our estimates of our proved reserves. We may experience production that
is less than estimated and development costs that are greater than estimated in our reserve reports. Such differences may be
material.

As a result of the large property acquisitions made in 2005 (Murphy Shelf package and five Deepwater non-producing fields), 55%
of our proven reserves as of December 31, 2005 are PUDs. Estimates of our oil and natural gas reserves and the costs associated with
developing these reserves may not be accurate. Development of our reserves may not occur as scheduled and the actual results may not
be as estimated. Development activity may result in downward adjustments in reserves or higher than estimated costs.

Reserve replacement may not offset depletion.

Oil and gas properties are depleting assets. We replace reserves through acquisitions, exploration and exploitation of current
properties. If we are unable to acquire additional properties or if we are unable to find additional reserves through exploration or
exploitation of our properties, our future cash flows from oil and gas operations could decrease.

Our oil and gas operations involve significant risks, and we do not have insurance coverage for all risks.

Our oil and gas operations are subject to risks incident to the operation of oil and gas wells, including, but not limited to,
uncontrollable flows of oil, gas, brine or well fluids into the environment, blowouts, cratering, mechanical difficulties, fires, explosions,
pollution and other risks, any of which could result in substantial losses to us. We maintain insurance against some, but not all, of the
risks described above. Drilling for oil and gas involves numerous risks, including the risk that the Company will not encounter
commercially productive oil or gas reservoirs. If certain exploration efforts are unsuccessful in establishing proved reserves and
exploration activities cease, the amounts accumulated as unproved property costs would be charged against earnings as impairments.

The Remington merger is subject to certain conditions to closing that, if not satisfied or waived, will result in the merger not
being completed.

Completion of the proposed merger of Remington Oil and Gas Corporation into a wholly owned subsidiary of Helix (“Merger
Sub”) is conditioned upon the receipt of (i) the approval by Remington’s stockholders of the merger agreement and the transactions
contemplated thereby and (ii) all material governmental authorizations, consents, orders and approvals, including the expiration or
termination of the applicable waiting periods, and any extension of the waiting periods, under the HSR Act. Helix and Remington are
working to obtain the required regulatory
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approvals and consents. However, although we expect to receive the required regulatory approvals, we can give no assurance as to when
or whether these approvals and consents will be obtained, or the terms and conditions that may be imposed. Further, under the terms of
the merger agreement, neither Helix, Merger Sub nor Remington, or any of their respective subsidiaries or affiliates, will be required to
sell, license, dispose of, hold separate or to operate in any specified manner, any assets of businesses of Helix, Merger Sub or Remington
in order to obtain any required regulatory approvals. Therefore, any conditions or divestiture requirements may delay completion of the
merger, may reduce the anticipated benefits of the merger or may cause the merger not to be completed. In limited circumstances, if
either party fails to close the transaction, Remington must pay Helix a $45 million breakup fee and reimburse up to $2 million of
expenses related to the transaction.

We may not be able to compete successfully against current and future competitors.

The businesses in which we operate are highly competitive. Several of our competitors are substantially larger and have greater
financial and other resources than we have. If other companies relocate or acquire vessels for operations in the Gulf or the North Sea,
levels of competition may increase and our business could be adversely affected.

The loss of the services of one or more of our key employees, or our failure to attract and retain other highly qualified personnel
in the future, could disrupt our operations and adversely affect our financial results.

Our industry has lost a significant number of experienced professionals over the years due to, among other reasons, the volatility in
commodity prices. Our continued success depends on the active participation of our key employees. The loss of our key people could
adversely affect our operations. We believe that our success and continued growth are also dependent upon our ability to attract and retain
skilled personnel. We believe that our wage rates are competitive; however, unionization or a significant increase in the wages paid by
other employers could result in a reduction in our workforce, increases in the wage rates we pay, or both. If either of these events occurs
for any significant period of time, our revenues and profitability could be diminished and our growth potential could be impaired.

If we fail to effectively manage our growth, our results of operations could be harmed.

We have a history of growing through acquisitions of large assets and acquisitions of companies. We must plan and manage our
acquisitions effectively to achieve revenue growth and maintain profitability in our evolving market. If we fail to effectively manage
current and future acquisitions, our results of operations could be adversely affected. Our growth has placed, and is expected to continue
to place, significant demands on our personnel, management and other resources. We must continue to improve our operational, financial,
management and legal/compliance information systems to keep pace with the growth of our business.

We may need to change the manner in which we conduct our business in response to changes in government regulations.

Our subsea construction, intervention, inspection, maintenance and decommissioning operations and our oil and gas production
from offshore properties, including decommissioning of such properties, are subject to and affected by various types of government
regulation, including numerous federal, state and local environmental protection laws and regulations. These laws and regulations are
becoming increasingly complex, stringent and expensive to comply with, and significant fines and penalties may be imposed for
noncompliance. We cannot assure you that continued compliance with existing or future laws or regulations will not adversely affect our
operations.

Certain provisions of our corporate documents and Minnesota law may discourage a third party from making a takeover
proposal.

In addition to the 55,000 shares of preferred stock issued to Fletcher International, Ltd. under the First Amended and Restated
Agreement dated January 17, 2003, but effective as of December 31, 2002, by and between Helix and Fletcher International, Ltd., our
board of directors has the authority, without any action by our
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shareholders, to fix the rights and preferences on up to 4,945,000 shares of undesignated preferred stock, including dividend, liquidation
and voting rights. In addition, our by-laws divide the board of directors into three classes. We are also subject to certain anti-takeover
provisions of the Minnesota Business Corporation Act. We also have employment contracts with all of our senior officers that require
cash payments in the event of a “change of control.” Any or all of the provisions or factors described above may have the effect of
discouraging a takeover proposal or tender offer not approved by management and the board of directors and could result in shareholders
who may wish to participate in such a proposal or tender offer receiving less for their shares than otherwise might be available in the
event of a takeover attempt.
Our operations outside of the United States subject us to additional risks.

Our operations outside of the U.S. are subject to risks inherent in foreign operations, including, without limitation:

« the loss of revenue, property and equipment from hazards such as expropriation, nationalization, war, insurrection, acts of
terrorism and other political risks,

* increases in taxes and governmental royalties,

+ changes in laws and regulations affecting our operations,

* renegotiation or abrogation of contracts with governmental entities,

« changes in laws and policies governing operations of foreign-based companies,

* currency restrictions and exchange rate fluctuations,

+ world economic cycles,

« restrictions or quotas on production and commodity sales,

« limited market access, and

« other uncertainties arising out of foreign government sovereignty over our international operations.

In addition, laws and policies of the U.S. affecting foreign trade and taxation may also adversely affect our international operations.

Our ability to market oil and natural gas discovered or produced in any future foreign operations, and the price we could obtain for
such production, depends on many factors beyond our control, including:

* ready markets for oil and natural gas,

« the proximity and capacity of pipelines and other transportation facilities,

« fluctuating demand for crude oil and natural gas,

« the availability and cost of competing fuels, and

« the effects of foreign governmental regulation of oil and gas production and sales.

Pipeline and processing facilities do not exist in certain areas of exploration and, therefore, any actual sales of our production could
be delayed for extended periods of time until such facilities are constructed.
Item 1B.  Unresolved Staff Comments.

None.
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Item 2.  Properties.

OUR VESSELS

We own a fleet of 34 vessels (two of which are held-for-sale at December 31, 2005) and 29 ROVs and trenchers. We also lease one
vessel. We believe that the Gulf market requires specially designed and/or equipped vessels to competitively deliver subsea construction
and well operations services. Eleven of our vessels have DP capabilities specifically designed to respond to the Deepwater market
requirements. Fifteen of our vessels (thirteen of which are based in the Gulf) have the capability to provide saturation diving services.
Recent developments in our fleet include:

Divestitures:

In April 2005, the Witch Queen was contributed for an interest in Offshore Technology Solutions Limited, or OTSL, a company
organized in Trinidad & Tobago. A wholly owned subsidiary of Helix owns a non-controlling 40% interest in OTSL.

In July 2005, the Merlin was sold to a third party.
In December 2005, the Mr. Sonny was sold to a third party.

Pursuant to a consent order with the U.S. Department of Justice permitting the Company to complete the Stolt Offshore acquisitions
in November 2005, the Company agreed to divest itself of the Carrier, the Seaway Defender and a portable saturation diving system
acquired out of the Torch Offshore bankruptcy. As a result, these vessels are held for sale at December 31, 2005.

The Cal Dive Barge I was retired in 2005 and sold in January 2006 to a third party.

Acquisitions/Investments:

In August 2005, the Brave, Carrier, Dancer, Fox, Express, Rider, and Sat Star were purchased out of the Torch Offshore
bankruptcy.

In November 2005, the acquisition of the American Constitution, American Diver, American Liberty, American Sat Star, American
Triumph, American Victory and Seaway Defender from Stolt Offshore was completed.

In January 2006, the DLB 801 was acquired from Stolt Offshore. Subsequent to that acquisition, the Company sold a one-half
undivided interest in the vessel to a pipelay contractor based in Mexico, which is currently operating the vessel under a bareboat charter.

In January 2006, the Caesar (formerly known as the Baron), a four year old mono-hull vessel, originally built for the cable lay
market, was acquired by the Company’s subsidiary Vulcan Marine Technology LLC. It is currently under charter to Oceanografia S.A. de
C.V. After completion of the charter (anticipated to end in mid-2006), the Company plans to convert the vessel into a deepwater pipelay
asset. The vessel is 485 feet long and already has a state-of-the-art, class 2, dynamic positioning system. The conversion program will
primarily involve the installation of a conventional ‘S’ lay pipelay system together with a main crane and a significant upgrade to the
accommodation capability. A conversion team has already been assembled with a base at Rotterdam, the Netherlands, and the vessel is
likely to enter service at the end of the first quarter of 2007. The estimated capital cost to purchase the vessel and complete the
conversion will be approximately $125 million.

In March 2006, the Company expects to acquire the Kestrel from Stolt Offshore.

The Q4000 will be enhanced to include drilling via the addition of a modular-based drilling system for approximately $40 million.
These enhancements involve primarily equipment installation and accordingly we believe the vessel will be out of service less than a
month. We anticipate this service being available in 2007.
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Listing of Vessels, Barges and ROVs

SHELF CONTRACTING
Pipelay

DLB 801 (2)

Brave

Rider

Saturation Diving

DP DSV Eclipse

DP DSV Kestrel (3)
DP DSV Mystic Viking
DP DSV Defender (4)
DP MSV Uncle John
DSV American Constitution
DSV Cal Diver I

DSV Cal Diver II
DSV Carrier (4)

DSV Sat Star

Air Diving

American Diver
American Liberty

Cal Diver IV

DSV American Star
DSV American Triumph
DSV American Victory
DSV Cal Diver V
DSV Dancer

DSV Mr. Fred

Fox

Mr. Jack

Mr. Jim

Polo Pony

Sterling Pony

White Pony

DEEPWATER CONTRACTING

Pipelay

Caesar (2)

Express

Intrepid

Talisman

Well Operations
Q4000

Seawell

Robotics

25 ROVs and 4 Trenchers (6)
Northern Canyon (5)

Notes:

DP or

Flag Placedin  Length SAT Anchor

State Service (Feet) Berths Diving Moored Crane Capacity (tons) Class Society (1)
Panama 1/2006 351 230 Capable Anchor 815 BV

u.s. 8/2005 275 80 — Anchor 30 and 50 ABS

u.s. 8/2005 275 80 — Anchor 50 ABS
Bahamas  3/2002 367 109 X DP 5; 4.3; 92/43; 20.4 A-Frame DNV
Vanuatu 3/2006 323 80 X DP 40; 15; 10; Hydralift HLR 308 ABS
Bahamas  6/2001 253 60 X DP 50 DNV
Panama 11/2005 220 63 X DP 24 block; 3.9 whip line ABS
Bahamas  11/1996 254 102 X DP 2x100 DNV
Panama 11/2005 200 46 X 4 point 20.41 IMC

u.s. 7/1984 196 40 X 4 point 20 ABS

u.s. 6/1985 166 32 X 4 point 40 A-Frame ABS
Vanuatu  8/2005 270 36 Capable 4 point Lloyds
Vanuatu 8/2005 197 42 — 4 point 20 and 40 ABS

u.s. 11/2005 105 22 — — ABS (LL only)

u.s. 11/2005 110 22 — — 1.588 USCG

u.s. 3/2001 120 24 — — ABS

u.s. 11/2005 165 30 — 4 point 9.072 ABS

Us. 11/2005 164 32 — 4 point 13.61 ABS (LL only)

u.s. 11/2005 165 34 — 4 point 9.072 ABS (LL only)

Us. 9/1991 166 34 — 4 point 20 A-Frame ABS

us. 8/2005 173 34 — 4 point 30 ABS

u.s. 3/2000 166 36 — 4 point 25 USCG

u.s. 10/2005 130 42 — — ABS

u.s. 1/1998 120 22 — — 10 USCG

u.s. 2/1998 110 19 — — USCG

Us. 3/2001 110 25 — — USCG

us. 3/2001 110 25 — — USCG

u.s. 3/2001 116 25 — — USCG
Vanuatu 1/2006 482 220 — DP 300 and 36 Lloyds
Vanuatu  8/2005 520 132 — DP 500 and 120 Lloyds
Bahamas  8/1997 381 50 — DP 400 ABS

Us. 11/2000 195 14 — — ABS

u.s. 4/2002 312 135 Capable DP 160 and 360; 600 Derrick ABS

UK. 7/2002 368 129 X DP 130 DNV

—  Various — — — — — —

Bahamas  6/2002 276 58 — DP 50 DNV

(1) Under government regulations and our insurance policies, we are required to maintain our vessels in accordance with standards of
seaworthiness and safety set by government regulations and classification
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organizations. We maintain our fleet to the standards for seaworthiness, safety and health set by the American Bureau of Shipping,
or ABS, Bureau Veritas, or BV, Det Norske Veritas, or DNV, Lloyds Register of Shipping, or Lloyds, and the U.S. Coast Guard, or
USCG. The ABS, BV, DNV and Lloyds are classification societies used by ship owners to certify that their vessels meet certain
structural, mechanical and safety equipment standards.

(2) Acquired in January 2006.

(3) Expected to be acquired in March 2006.

(4) Held for sale at December 31, 2005.

(5) Leased.

(6) Average age of ROV fleet is approximately 3.72 years. One of the ROVs is leased.

We incur routine drydock, inspection, maintenance and repair costs pursuant to Coast Guard regulations and in order to maintain
our vessels in class under the rules of the applicable Class Society. In addition to complying with these requirements, we have our own
vessel maintenance program that we believe permits us to continue to provide our customers with well maintained, reliable vessels. In the
normal course of business, we charter in other vessels on a short-term basis, such as tugboats, cargo barges, utility boats and dive support
vessels. The Q4000 is subject to a mortgage that secures the MARAD financing guarantees.
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SUMMARY OF NATURAL GAS AND OIL RESERVE DATA

The table below sets forth information, as of December 31, 2005, with respect to estimates of net proved reserves and the present
value of estimated future net cash flows at such date, prepared in accordance with guidelines established by the Securities and Exchange
Commission. The Company’s estimates of reserves at December 31, 2005, have been audited by Huddleston & Co., Inc., independent
petroleum engineers. All of the Company’s reserves are located in the United States (55% of such reserves are PUDs). Proved reserves
cannot be measured exactly because the estimation of reserves involves numerous judgmental determinations. Accordingly, reserve
estimates must be continually revised as a result of new information obtained from drilling and production history, new geological and
geophysical data and changes in economic conditions.

Total Proved
Estimated Proved Reserves:

Natural gas (MMcf) 136,073
Oil and condensate (MBbls) 14,873
Standardized measure of discounted future net cash flows (pre-tax)* $ 1,063,332,000

* The standardized measure of discounted future net cash flows attributable to our reserves was prepared using constant prices as of the
calculation date, discounted at 10% per annum. As of December 31, 2005, we owned an interest in 354 gross (285 net) oil wells and
302 gross (154 net) natural gas wells located in federal and state offshore waters in the Gulf of Mexico.

In January 2006, we announced an agreement under which the Company will acquire Remington, pending regulatory and
Remington shareholder approval. Remington has proven reserves of 279 Bcfe as of December 31, 2005.

PRODUCTION FACILITIES

Through our interest Deepwater Gateway, L.L.C., a 50/50 venture between us and Enterprise Products Partners L.P., we own a 50%
interest in the Marco Polo TLP, which was installed on Green Canyon Block 608 in 4,300 feet of water. Deepwater Gateway, L.L.C. was
formed to construct, install and own the Marco Polo TLP in order to process production from Anadarko Petroleum Corporation’s Marco
Polo field discovery at Green Canyon Block 608. Anadarko required 50,000 barrels of oil per day and 150 million feet per day of
processing capacity for Marco Polo. The Marco Polo TLP was designed to process 120,000 barrels of oil per day and 300 million cubic
feet of gas per day and payload with space for up to six subsea tie backs.

We also own a 20% interest in Independence Hub, LLC, an affiliate of Enterprise Products Partners L.P., that will own the
“Independence Hub” platform, a 105 foot deep draft, semi-submersible platform to be located in Mississippi Canyon block 920 in a water
depth of 8,000 feet that will serve as a regional hub for natural gas production from multiple Ultra-Deepwater fields in the previously
untapped eastern Gulf of Mexico. Installation of the platform is scheduled for late 2006 and first production is expected in 2007. The
Independence Hub facility will be capable of processing 1 billion cubic feet per day of gas.

At Gunnison, we own a 20% interest in the Gunnison truss spar facility, together with the operator Kerr-McGee Oil & Gas
Corporation, who owns a 50% interest, and Nexen, Inc., who owns the remaining 30% interest. The Gunnison spar, which is moored in
3,150 feet of water and located on Garden Banks Block 668, has daily production capacity of 40,000 barrels of oil and 200 million cubic
feet of gas. This facility is designed with excess capacity to accommodate production from satellite prospects in the area.
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FACILITIES

Our corporate headquarters are located at 400 N. Sam Houston Parkway E., Suite 400, Houston, Texas. Our primary subsea and
marine services operations are based in Port of Iberia, Louisiana. We own the Aberdeen (Dyce), Scotland facility. All of our other

facilities are leased.

Location

Houston, Texas

Houston, Texas
Fourchon, Louisiana
Lafayette, Louisiana*
Morgan City, Louisiana**
New Orleans, Louisiana
Port of Iberia, Louisiana

Aberdeen (Dyce), Scotland

Aberdeen (Westhill), Scotland
Kuala Lumpur, Malaysia
London, England

Perth, Australia

Rotterdam, The Netherlands

Singapore

* Closed on or about February 28, 2006.
** To be closed on or about March 31, 2006.

Properties and Facilities Summary

Function

Helix Energy Solutions Group, Inc.

Corporate Headquarters, Project Management,

and Sales Office
Cal Dive International, Inc.

Corporate Headquarters, Project Management,

and Sales Office
Energy Resource Technology, Inc.
Corporate Headquarters
Well Ops Inc.

Corporate Headquarters, Project Management,

and Sales Office
Canyon Offshore, Inc.

Corporate, Management and Sales Office

Cal Dive International, Inc.
Marine, Operations, Living Quarters
Cal Dive International, Inc.
Operations, Offices and Warehouse
Cal Dive International, Inc.
Operations, Offices and Warehouse
Cal Dive International, Inc.
Sales Office
Cal Dive International, Inc.
Operations, Offices and Warehouse
Well Ops (U.K.) Limited
Corporate Offices and Operations
Canyon Offshore Limited
Corporate Offices and Sales Office
Helix RDS Limited
Corporate Offices
Helix RDS Sdn Bhd
Corporate Offices
Helix RDS Limited
Corporate Offices
Helix RDS Pty Ltd
Corporate Offices
Cal Dive International BV
Corporate Offices
Canyon Offshore International
Corporate, Operations and Sales

Note: Cal Dive International, Inc. is the Shelf Contracting subsidiary of Helix.
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Size

80,000 square feet

15,000 square feet

10 acres
(Buildings: 2,300 sq. feet)
8 acres
(Buildings: 17,500 sq. feet)
28.5 acres
(Buildings: 34,500 sq. feet)
2,724 square feet

23 acres
(Buildings: 68,062 sq. feet)
3.9 acres
(Building: 42,463 sq. feet)
11,333 square feet
2,227 square feet
2,200 square feet
2,045 square feet

1,362 square feet

10,000 square feet
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Item 3. Legal Proceedings.
Insurance and Litigation

Our operations are subject to the inherent risks of offshore marine activity, including accidents resulting in personal injury and the
loss of life or property, environmental mishaps, mechanical failures, fires and collisions. We insure against these risks at levels consistent
with industry standards. We also carry workers’ compensation, maritime employer’s liability, general liability and other insurance
customary in our business. All insurance is carried at levels of coverage and deductibles we consider financially prudent. Our services are
provided in hazardous environments where accidents involving catastrophic damage or loss of life could occur, and litigation arising
from such an event may result in our being named a defendant in lawsuits asserting large claims. Although there can be no assurance the
amount of insurance we carry is sufficient to protect us fully in all events, or that such insurance will continue to be available at current
levels of cost or coverage, we believe that our insurance protection is adequate for our business operations. A successful liability claim
for which we are underinsured or uninsured could have a material adverse effect on our business.

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 as a result of alleged negligence. In addition, we from time to time incur other claims, such as
contract disputes, in the normal course of business. In that regard, in 1998, one of our subsidiaries entered into a subcontract with Seacore
Marine Contractors Limited (“Seacore) to provide a vessel to a Coflexip subsidiary in Canada (“Coflexip”). Due to difficulties with
respect to the sea states and soil conditions the contract was terminated and an arbitration to recover damages was commenced. A
preliminary liability finding has been made by the arbitrator against Seacore and in favor of the Coflexip subsidiary. We were not a party
to this arbitration proceeding. Seacore and Coflexip settled this matter prior to the conclusion of the arbitration proceeding with Seacore
paying Coflexip $6.95 million CDN. Seacore has initiated an arbitration proceeding against Cal Dive Offshore Ltd. (“CDQO”), a
subsidiary of Helix, seeking contribution of one-half of this amount. Because only one of the grounds in the preliminary findings by the
arbitrator is applicable to CDO, and because CDO holds substantial counterclaims against Seacore, it is anticipated our subsidiary’s
exposure, if any, should be less than $500,000.

Item 4. Submission of Matters to a Vote of Security Holders.

None.

Executive Officers of the Company

The executive officers of Helix are as follows:

Name Age Position

Owen Kratz 51 Chairman and Chief Executive Officer and Director

Martin R. Ferron 49 President and Director

Bart H. Heijermans 39 Executive Vice President and Chief Operating Officer

James Lewis Connor, I1T 48 Senior Vice President, General Counsel and Corporate Secretary

A. Wade Pursell 41 Senior Vice President, Chief Financial Officer and Treasurer

Lloyd A. Hajdik 40 Vice President — Corporate Controller and Chief Accounting Officer

Owen Kratz is Chairman and Chief Executive Officer of Helix Energy Solutions Group, Inc. He was appointed Chairman in May
1998 and has served as our Chief Executive Officer since April 1997. Mr. Kratz served as President from 1993 until February 1999, and
as a Director since 1990. He served as Chief Operating Officer from 1990 through 1997. Mr. Kratz joined Helix in 1984 and has held
various offshore positions, including saturation diving supervisor, and has had management responsibility for client relations, marketing
and estimating. Mr. Kratz has a Bachelor of Science degree in Biology and Chemistry from State University of New York.

Martin R. Ferron has served on our Board of Directors since September 1998. Mr. Ferron became President in February 1999 and
had served as Chief Operating Officer from January 1998 until September 2005. Mr. Ferron has over 25 years of experience in the
oilfield industry, including seven in senior management positions with the
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international operations of McDermott and Oceaneering. Mr. Ferron has a civil engineering degree, a master’s degree in marine
technology, an MBA and is a chartered civil engineer.

Bart H. Heijermans became Executive Vice President and Chief Operating Officer of Helix in September 2005. Prior to joining
Helix, Mr. Heijermans worked as Senior Vice President Offshore and Gas Storage for Enterprise Products Partners, L.P. from 2004 to
2005 and previously from 1998 to 2004 was Vice President Commercial and Vice President Operations and Engineering for GulfTerra
Energy Partners, L.P. Before his employment with GulfTerra, Mr. Heijermans held various positions with Royal Dutch Shell in the
United States, the United Kingdom and the Netherlands. Mr. Heijermans received a Master of Science degree in Civil and Structural
Engineering from the University of Delft, the Netherlands and is a graduate of the Harvard Business School Executive Program.

James Lewis Connor, I1I became Senior Vice President and General Counsel of Helix in May 2002 and Corporate Secretary in July
2002. He had previously served as Deputy General Counsel since May 2000. Mr. Connor has been involved with the oil and gas industry
for over 20 years, including nearly 15 years in his capacity as legal counsel to both companies and individuals. Prior to joining Helix,
Mr. Connor was a Senior Counsel at El Paso Production Company (formerly Sonat Exploration Company) from 1997 to 2000 and
previously from 1995 to 1997 was a senior associate in the oil, gas and energy law section of Hutcheson & Grundy, L.L.P. Mr. Connor
received his Bachelor of Science degree from Texas A&M University in 1979 and his law degree, with honors, from the University of
Houston in 1991.

A. Wade Pursell is Senior Vice President and Chief Financial Officer of Helix Energy Solutions Group, Inc. In this capacity, which
he was appointed to in October 2000, Mr. Pursell oversees the finance, treasury, accounting, tax, administration and corporate planning
functions. He joined Helix in May 1997, as Vice President — Finance and Chief Accounting Officer. From 1988 through 1997 he was
with Arthur Andersen LLP, lastly as an Experienced Manager specializing in the offshore services industry. Mr. Pursell received a
Bachelor of Science degree from the University of Central Arkansas.

Lloyd A. Hajdik joined the Company in December 2003 as Vice President — Corporate Controller and became Chief Accounting
Officer in February 2004. From January 2002 to November 2003 he was Assistant Corporate Controller for Houston-based NL
Industries, Inc. Prior to NL Industries, Mr. Hajdik served as Senior Manager of SEC Reporting and Accounting Services for Compaq
Computer Corporation from 2000 to 2002, and as Controller for Halliburton’s Baroid Drilling Fluids and Zonal Isolation product service
lines from 1997 to 2000. Mr. Hajdik served as Controller for Engineering Services for Cliffs Drilling Company from 1995 to 1997 and
was with Ernst & Young in the audit practice from 1989 to 1995. Mr. Hajdik graduated from Texas State University — San Marcos
(formerly Southwest Texas State University) receiving a Bachelor of Business Administration degree. Mr. Hajdik is a Certified Public
Accountant and a member of the Texas Society of CPAs as well as the American Institute of Certified Public Accountants.
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PART II

Item 5. Market for the Registrant’s Common Equity, and Related Shareholder Matters and Issuer Purchases of Equity Securities.

Our common stock is traded on the Nasdaq National Market under the symbol “HELX.” Prior to March 6, 2006, our common stock
traded under the symbol “CDIS”. The following table sets forth, for the periods indicated, the high and low closing sale prices per share
of our common stock:

Common Stock Price

_High* _Low*

Calendar Year 2004
First quarter $14.00 $11.37
Second quarter $15.62 $12.51
Third quarter $18.14 $13.96
Fourth quarter $21.86 $16.95

Calendar Year 2005
First Quarter $26.14 $19.11
Second Quarter $26.94 $20.57
Third Quarter $32.18 $25.98
Fourth Quarter $40.17 $26.40

Calendar Year 2006
First quarter (through March 13, 2006) $45.61 $33.00

* Adjusted to reflect the two-for-one stock split effective as the close of business on December 8, 2005.

On March 13, 2006, the closing sale price of our common stock on the Nasdaq National Market was $33.85 per share. As of
March 2, 2006, there were an estimated 49 registered shareholders (approximately 44,695 beneficial owners) of our common stock.

We have never declared or paid cash dividends on our common stock and do not intend to pay cash dividends in the foreseeable
future. We currently intend to retain earnings, if any, for the future operation and growth of our business. In addition, our financing
arrangements prohibit the payment of cash dividends on our common stock. See “Management’s Discussion and Analysis of Financial
Condition and Results of Operations — Liquidity and Capital Resources.”
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Item 6.  Selected Financial Data.

The financial data presented below for each of the five years ended December 31, 2005, should be read in conjunction with
Management’s Discussion and Analysis of Financial Condition and Results of Operations and the Consolidated Financial Statements and
Notes to Consolidated Financial Statements included elsewhere in this Form 10-K (in thousands, except per share amounts).

2005 2004 2003 2002 2001

Net Revenues $ 799,472 $ 543,392 $396,269 $302,705 $227,141
Gross Profit 283,072 171,912 92,083 53,792 66,911
Equity in Earnings (Losses) of Investments 13,459 7,927 87) — —
Net Income Before Change in Accounting Principle 152,568 82,659 33,678 12,377 28,932
Cumulative Effect of Change in Accounting Principle, net — — 530 — —
Net Income 152,568 82,659 34,208 12,377 28,932
Preferred Stock Dividends and Accretion 2,454 2,743 1,437 — —
Net Income Applicable to Common Shareholders 150,114 79,916 32,771 12,377 28,932
Earnings per Common Share (1)
Basic:
Earnings per Share Before Change in Accounting Principle 1.94 1.05 0.43 0.17 0.45
Cumulative Effect of Change in Accounting Principle — — 0.01 — —
Earnings Per Share 1.94 1.05 0.44 0.17 0.45
Diluted:
Net Income Before Change in Accounting Principle 1.86 1.03 0.43 0.17 0.44
Cumulative Effect of Change in Accounting Principle — — 0.01 — —
Earnings Per Share 1.86 1.03 0.44 0.17 0.44
Total Assets 1,660,864 1,038,758 882,842 840,010 494,296
Long-Term Debt (including current maturities of long-term

debt) 447,171 148,560 222,831 227,777 99,548
Convertible Preferred Stock 55,000 55,000 24,538 — —
Shareholders’ Equity 629,300 485,292 381,141 337,517 226,349

(1) All earnings per share information reflects a two-for-one stock split effective as of the close of business on December 8, 2005.
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Business Overview

The offshore oilfield services industry originated in the early 1950’s as producers began to explore and develop the new frontier of
offshore fields. The industry has grown significantly since the 1970’s with service providers taking on greater roles on behalf of the
producers. Industry standards were established during this period largely in response to the emergence of the North Sea as a major
province leading the way into a new hostile frontier. The methodology of these standards was driven by the requirement of mitigating the
risk of developing relatively large reservoirs in a then challenging environment. This is still true today and these standards are still largely
adhered to for all developments even if they are small and the frontier is more understood. There are factors we believe will influence the
industry in the coming years: (1) Increasing world demand for oil and natural gas; (2) global production rates peaked or peaking;

(3) globalization of the natural gas market; (4) increasing number of mature and small reservoirs; (5) increasing ratio of contribution to
global production from marginal fields; (6) increasing offshore activity; and (7) increasing subsea developments.

Oil and gas prices, the offshore mobile rig count, and Deepwater construction activity are three of the primary indicators we use to
forecast the future performance of our Deepwater and Shelf Contracting business. In addition, more recently, damage sustained to the
Gulf of Mexico infrastructure from hurricanes (e.g. Katrina and Rita) has resulted in significant inspection, repair and maintenance
activities for our Shelf Contracting business. Our construction services generally follow successful drilling activities by six to eighteen
months on the OCS and twelve months or longer in the Deepwater arena. The level of drilling activity is related to both short- and long-
term trends in oil and gas prices. Oil and natural gas prices have been at robust levels for the last three years and offshore drilling activity
has increased, but only modestly in the Gulf of Mexico. Our primary leading indicator, the number of offshore mobile rigs contracted, is
currently at approximately 130 rigs employed in the Gulf of Mexico, which is comparable with year ago levels. The Deepwater Gulf is
principally being developed for oil, with the complexity of developing these reservoirs resulting in significant lead times to first
production. In the North Sea, the rig count is currently at 72 rigs employed, which compared to 65 during the first quarter of 2005.

We are an energy services company which provides development solutions and related services to the energy market and specializes
in the exploitation of marginal fields, including exploration of unproven fields, where we differentiate ourselves by employing our
services on our own oil and gas properties as well as providing services to the open market. On January 23, 2006, the Company and
Remington Oil and Gas Corporation announced an agreement under which the Company will acquire Remington in a transaction valued
at approximately $1.4 billion. Under the terms of the agreement, Remington stockholders will receive $27.00 in cash and 0.436 shares of
the Company’s common stock for each Remington share. The acquisition is conditioned upon, among other things, the approval of
Remington stockholders and customary regulatory approvals. The transaction is expected to be completed in the second quarter of 2006.
Remington is an exploration, development and production company with operations in the Gulf of Mexico.

Our business is substantially dependent upon the condition of the oil and gas industry and, in particular, the willingness of oil and
gas companies to make capital expenditures for offshore exploration, drilling and production operations. The level of capital expenditures
generally depends on the prevailing view of future oil and gas prices, which are influenced by numerous factors affecting the supply and
demand for oil and gas, including, but not limited to:

» Worldwide economic activity,

* Economic and political conditions in the Middle East and other oil-producing regions,
* Coordination by the Organization of Petroleum Exporting Countries, or OPEC,

* The cost of exploring for and producing oil and gas,

* The sale and expiration dates of offshore leases in the United States and overseas,

* The discovery rate of new oil and gas reserves in offshore areas,

* Technological advances,
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« Interest rates and the cost of capital,
* Environmental regulations, and
+ Tax policies.

The level of offshore construction activity improved somewhat in 2004 and continued the trend in 2005 following higher
commodity prices in 2003 through 2005, and significant damage sustained to the Gulf of Mexico infrastructure in Hurricanes Katrina and
Rita. We cannot assure you that activity levels will continue to increase. A sustained period of low drilling and production activity or the
return of lower commodity prices would likely have a material adverse effect on our financial position and results of operations.

Product prices impact our oil and gas operations in several respects. Historically, we sought to acquire producing oil and gas
properties that were generally in the later stages of their economic life. The sellers’ potential abandonment liabilities are a significant
consideration with respect to the offshore properties we have purchased to date. Although higher natural gas prices tend to reduce the
number of mature properties available for sale, these higher prices typically contribute to improved operating results for ERT. In contrast,
lower natural gas prices typically contribute to lower operating results for ERT and a general increase in the number of mature properties
available for sale. During 2005 ERT acquired a large package of mature properties from Murphy Exploration & Production
Company — USA and also acquired equity interests in five deepwater undeveloped properties. On one such property, ERT agreed to
participate in the drilling of an exploratory well to be drilled in 2006 that targets reserves in deeper sands, within the same trapping fault
system, of a currently producing well with estimated drilling costs of approximately $19 million. If the drilling is successful, ERT’s share
of the development cost is estimated to be an additional $16 million, of which $6.4 million has been incurred through December 31, 2005
related to long lead equipment. This equipment can be redeployed if drilling is unsuccessful. Our Deepwater Contracting assets would
participate in this development.

In our Production Facilities segment we participate in the ownership of production facilities in hub locations where there is
potential for significant subsea tieback activity for our Marine Contracting assets. We have a 50% interest in the TLP at Marco Polo,
which began production in the second quarter of 2004, and a 20% interest in the Independence Hub semi-submersible which should be
online in early 2007.

Regarding deepwater and shelf contracting, vessel utilization is typically lower during the first quarter due to winter weather
conditions in the Gulf and the North Sea. Accordingly, we normally plan our drydock inspections and other routine and preventive
maintenance programs during this period. During the first quarter, a substantial number of our customers finalize capital budgets and
solicit bids for construction projects. The bid and award process during the first two quarters typically leads to the commencement of
construction activities during the second and third quarters. As a result, we have historically generated up to 65% of our deepwater and
shelf contracting revenues in the last six months of the year. Our operations can also be severely impacted by weather during the fourth
quarter. Operation of oil and gas properties and production facilities tends to offset the impact of weather since the first and fourth
quarters are typically periods of high demand and strong prices for natural gas. Due to this seasonality, full year results are not likely to
be a direct multiple of any particular quarter or combination of quarters.

The following table sets forth for the periods presented average U.S. natural gas and oil prices, our equivalent natural gas
production, the average number of offshore rigs under contract in the Gulf, the number of platforms installed and removed in the Gulf
and the vessel utilization rates for each of the major categories of our fleet.

2005 2004 2003
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
U.S. natural gas prices (1) $ 639 $ 694 $ 974 $1231 $ 561 $ 608 $ 544 $ 626 $ 625 $ 561 $ 4.87 $ 5.06
NYMEX oil prices (2) $49.84 $53.17 $63.19 $60.03 $ 35.15 $ 38.32 $43.88 $48.28 $33.86 $2891 $30.20 $31.18
ERT oil and gas production (MMcfe) 9,029 8858 8,430 6,656 10,020 10,043 9,959 9,792 6,780 6,722 7,175 7,241
Rigs under contract in the Gulf (3) 130 132 130 127 117 115 118 122 119 123 129 122
Rigs under contract in N. Sea (3) 65 67 68 70 54 56 57 64 58 65 63 57
Platform installations (4) 35 21 11 3 26 28 26 10 7 21 12 13
Platform removals (4) 11 42 32 6 23 47 67 22 3 11 34 18
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2005 2004 2003
Q@ Q2 Q8 Q4 Q0 Q2 Q8 Q4 Q1 Q2 Q3 Q4
Our average vessel utilization rate: (5)

Shelf contracting 50% 54%  65%  85% 42% 49% 50% 65% 60% 59% 68% 51%
Deepwater contracting:

Pipelay 64% 91% 100% 96% 90% 77%  40% 82% 80% 76% 49% 59%

Well Operations 96% 49%  94%  98% 82% 73%  73%  92% 51% 90% 81% 89%

ROVs 66% 68% 67% 75% 48% 47%  49% 59% 53% 57% 56% 47%

(1) Henry Hub Gas Daily Average (the midpoint index price per Mmbtu for deliveries into a specific pipeline for the applicable
calendar day as reported by Platts Gas Daily in the “Daily Price Survey” table).

(2) Per NYMEX Calendar pricing.
(3) Average monthly number of rigs contracted, as reported by Offshore Petrodata — Offshore Rig Locator.
(4) Source: Minerals Management Service; installation and removal of platforms with two or more piles in the Gulf.

(5) 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 days in each quarter.

Critical Accounting Policies

Our results of operations and financial condition, as reflected in the accompanying financial statements and related footnotes, are
subject to management’s evaluation and interpretation of business conditions, changing capital market conditions and other factors which
could affect the ongoing viability of our business segments and/or our customers. We believe the most critical accounting policies in this
regard are those described below. While these issues require us to make judgments that are somewhat subjective, they are generally based
on a significant amount of historical data and current market data.

Accounting for Oil and Gas Properties

ERT acquisitions of producing offshore properties are recorded at the fair value exchanged at closing together with an estimate of
its proportionate share of the decommissioning liability assumed in the purchase based upon its working interest ownership percentage.
In estimating the decommissioning liability assumed in offshore property acquisitions, we perform detailed estimating procedures,
including engineering studies and then reflect the liability at fair value on a discounted basis as discussed below. 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 the
drilling is determined to be unsuccessful.

The Company evaluates the impairment of its oil and gas properties on a field-by-field basis whenever events or changes in
circumstances indicate, but at least annually, an asset’s carrying amount may not be recoverable. Unamortized capital costs are reduced to
fair value (based upon discounted cash flows) if the expected undiscounted future cash flows are less than the asset’s net book value.
Cash flows are determined based upon proved reserves using prices and costs consistent with those used for internal decision making.
Although prices used are likely to approximate market, they do not necessarily represent current market prices.

Estimated Proved Oil and Gas Reserves

The evaluation of our oil and gas reserves is critical to the management of our oil and gas operations. Decisions such as whether
development of a property should proceed and what technical methods are available for development are based on an evaluation of
reserves. These oil and gas reserve quantities are also used as the basis for calculating the unit-of-production rates for depreciation,
depletion and amortization, evaluating impairment and estimating the life of our producing oil and gas properties in our decommissioning
liabilities. Our proved reserves are classified as either proved developed or proved undeveloped. Proved developed reserves are those
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reserves which can be expected to be recovered through existing wells with existing equipment and operating methods. Proved
undeveloped reserves include reserves expected to be recovered from new wells from undrilled proven reservoirs or from existing wells
where a significant major expenditure is required for completion and production. We prepare, and independent petroleum engineers
(Huddleston & Co.) audit, the estimates of our oil and gas reserves presented in this report based on guidelines promulgated under
generally accepted accounting principles and in accordance with the rules and regulations of the U.S. Securities and Exchange
Commission. The audit of our reserves by the independent petroleum engineers involves their rigorous examination of our technical
evaluation and extrapolations of well information such as flow rates and reservoir pressure declines as well as other technical information
and measurements. Our internal reservoir engineers interpret this data to determine the nature of the reservoir and ultimately the quantity
of proved oil and gas reserves attributable to a specific property. Our proved reserves in this Annual Report include only quantities that
we expect to recover commercially using current prices, costs, existing regulatory practices and technology. While we are reasonably
certain that the proved reserves will be produced, the timing and ultimate recovery can be affected by a number of factors including
completion of development projects, reservoir performance, regulatory approvals and changes in projections of long-term oil and gas
prices. Revisions can include upward or downward changes in the previously estimated volumes of proved reserves for existing fields
due to evaluation of (1) already available geologic, reservoir or production or (2) new geologic or reservoir data obtained from wells.
Revisions can also include changes associated with significant changes in development strategy, oil and gas prices, or production
equipment/facility capacity.

Goodwill and Other Intangible Assets

The Company tests for the impairment of goodwill and other indefinite-lived intangible assets on at least an annual basis. The
Company’s goodwill impairment test involves a comparison of the fair value of each of the Company’s reporting units with its carrying
amount. The fair value is determined using discounted cash flows and other market-related valuation models, such as earnings multiples
and comparable asset market values. The Company completed its annual goodwill impairment test as of November 1, 2005. The
Company’s goodwill impairment test involves a comparison of the fair value of each of the Company’s reporting units with its carrying
amount. Goodwill of $73.9 million and $69.2 million related to the Company’s Deepwater Contracting segment as of December 31, 2005
and 2004, respectively. Goodwill of $27.8 million and $15.0 million related to the Company’s Shelf Contracting segment as of
December 31, 2005 and 2004, respectively. None of the Company’s goodwill was impaired based on the impairment test performed as of
November 1, 2005 (the annual impairment test excluded the goodwill and other indefinite-lived intangible assets acquired in the Stolt
Offshore and Helix Energy Limited acquisitions which closed in November 2005). See footnote 5 for goodwill and intangible assets
related to the acquisitions. The Company will continue to test its goodwill and other indefinite-lived intangible assets annually on a
consistent measurement date unless events occur or circumstances change between annual tests that would more likely than not reduce
the fair value of a reporting unit below its carrying amount.

Property and Equipment

Property and equipment, both owned and under capital leases, are recorded at cost. Depreciation is provided primarily on the
straight-line method over the estimated useful lives of the assets described in footnote 2 to the Consolidated Financial Statements
included herein.

For long-lived assets to be held and used, excluding goodwill, the Company bases its evaluation of recoverability on impairment
indicators such as the nature of the assets, the future economic benefit of the assets, any historical or future profitability measurements
and other external market conditions or factors that may be present. If such impairment indicators are present or other factors exist that
indicate that the carrying amount of the asset may not be recoverable, the Company determines whether an impairment has occurred
through t