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incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, or a non-accelerated
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
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The aggregate market value of the voting Common Stock held by non-affiliates of the registrant, based upon the
closing price on the New York Stock Exchange, as of September 30, 2005 was $803,769,759.

The number of shares outstanding of the registrant s Common Stock as of May 31, 2006 was 23,389,205.
DOCUMENTS INCORPORATED BY REFERENCE
Certain portions of the Registrant s Definitive Proxy Statement, to be filed with the Securities and Exchange

Commission pursuant to Regulation 14A not later than 120 days after the close of the Registrant s fiscal year, are
incorporated by reference under Part III of this Form 10-K.
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BRISTOW GROUP INC.
ANNUAL REPORT (FORM 10-K)
INTRODUCTION

This Annual Report on Form 10-K is filed by Bristow Group Inc. (formerly Offshore Logistics, Inc.), a Delaware
corporation, which we refer to separately as Bristow Group, the Company or the registrant. On February 1, 2006, OL
Sub, Inc., a wholly-owned subsidiary of Offshore Logistics, Inc., merged into Offshore Logistics, Inc. In conjunction
with the merger, the name of the Company changed from Offshore Logistics, Inc. to Bristow Group Inc.

We use the pronouns we, our and us to refer collectively to Bristow Group and its consolidated subsidiaries and
affiliates, unless the context indicates otherwise. We also own interests in other entities that we do not consolidate for
financial reporting purposes, which we refer to as unconsolidated affiliates. Bristow Group, Bristow Aviation

Holdings Limited ( Bristow Aviation ), its consolidated subsidiaries and affiliates, and the unconsolidated affiliates are
each separate corporations, limited liability companies or other legal entities, and our use of the terms we, our and
does not suggest that we have abandoned their separate identities or the legal protections given to them as separate

legal entities.

THE INTERNAL REVIEW

In February 2005, we voluntarily advised the staff of the United States Securities and Exchange Commission (the

SEC ) that the Audit Committee of our Board of Directors had engaged special outside counsel to undertake a review
of certain payments made by two of our affiliated entities in a foreign country. The review of these payments, which
initially focused on Foreign Corrupt Practices Act matters, was subsequently expanded by such special outside
counsel to cover operations in other countries and other issues (the Internal Review ). In connection with this review,
special outside counsel to the Audit Committee retained forensic accountants. As a result of the findings of the
Internal Review, our Annual Report on Form 10-K for the year ended March 31, 2005 reflected our restated financial
statements. For further information on the restatements, see our Annual Report on Form 10-K for the fiscal year ended
March 31, 2005.

The SEC then notified us that it had initiated an informal inquiry and requested that we provide certain documents on
a voluntary basis. The SEC thereafter advised us that the inquiry has become a formal investigation. We have
responded to the SEC s requests for documents and intend to continue to do so.

The Internal Review is complete. All known required restatements were reflected in the financial statements included
in our fiscal year 2005 Annual Report, and no further restatements were required in this fiscal year 2006 Annual
Report. As a follow-up to matters identified during the course of the Internal Review, special counsel to the Audit
Committee is completing certain work, and may be called upon to undertake additional work in the future to assist in
responding to inquiries from the SEC, from other governmental authorities or customers, or as follow-up to the
previous work performed by such special counsel.

For additional discussion of the SEC investigation, the Internal Review and related proceedings, see Item 3. Legal
Proceedings included elsewhere in this Annual Report.

FORWARD-LOOKING STATEMENTS

This Annual Report contains forward-looking statements within the meaning of Section 27A of the Securities Act of
1933 and Section 21E of the Securities Exchange Act of 1934 (the Exchange Act ). Forward-looking statements are

Table of Contents 5



Edgar Filing: Bristow Group Inc - Form 10-K

statements about our future business, strategy, operations, capabilities and results; financial projections; plans and
objectives of our management; expected actions by us and by third parties, including our customers, competitors and
regulators; and other matters. Some of the forward-looking statements can be identified by the use of words such as

believes , belief , expects , plans , anticipates , intends , projects , estimates , may , might , would ,

words; however, all statements in this Annual Report, other than statements of historical fact or historical financial
results are forward-looking statements.
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Our forward-looking statements reflect our views and assumptions on the date we are filing this Annual Report
regarding future events and operating performance. We believe that they are reasonable, but they involve known and
unknown risks, uncertainties and other factors, many of which may be beyond our control, that may cause actual
results to differ materially from any future results, performance or achievements expressed or implied by the
forward-looking statements. Accordingly, you should not put undue reliance on any forward-looking statements.
Factors that could cause our forward-looking statements to be incorrect and actual events or our actual results to differ
from those that are anticipated include all of the following:

the risks and uncertainties described below under Item 1A. Risk Factors ;

the level of activity in the oil and natural gas industry is lower than anticipated;

production-related activities become more sensitive to variances in commodity prices;

the major oil companies do not continue to expand internationally;

market conditions are weaker than anticipated;

we are not able to re-deploy our aircraft to regions with the greater demand,;

we do not achieve the anticipated benefit of our fleet renewal program;

the outcome of the SEC investigation relating to the Foreign Corrupt Practices Act and other matters, or the
Internal Review, has a greater than anticipated financial or business impact; and

the outcome of the United States Department of Justice ( DOJ ) antitrust investigation, which is ongoing, has a
greater than anticipated financial or business impact.

All forward-looking statements in this Annual Report are qualified by these cautionary statements and are only made
as of the date of this Annual Report. We do not undertake any obligation, other than as required by law, to update or

revise any forward-looking statements, whether as a result of new information, future events or otherwise.

2
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PART 1
Item 1. Business
Overview

We are a leading provider of helicopter transportation services to the worldwide offshore oil and gas industry with
major operations in the U.S. Gulf of Mexico and the North Sea. We also have operations, both directly and indirectly,
in most of the other major offshore oil and gas producing regions of the world, including Alaska, Australia, Brazil,
China, Mexico, Nigeria, Russia and Trinidad. Additionally, we are a leading provider of production management
services for oil and gas production facilities in the U.S. Gulf of Mexico. As of March 31, 2006, we owned or leased
331 aircraft (including eight aircraft held for sale), and our unconsolidated affiliates operated an additional 146 aircraft
throughout the world (excluding those aircraft leased from us).

We operate our business in two segments: Helicopter Services and Production Management Services. We conduct our
Helicopter Services through the following business units:

North America;

South and Central America;

Europe;

West Africa;

Southeast Asia;

Other International; and

Eastern Hemisphere ( EH ) Centralized Operations.
The North America and South and Central America business units are managed together under the Western
Hemisphere division while the other business units are managed under the Eastern Hemisphere division. For
additional information about our segments and business units, see Note 11 in our Notes to Consolidated Financial
Statements included elsewhere in this Annual Report. For a description of certain risks affecting our business and

operations, see Risk Factors included elsewhere in this Annual Report.

We are a Delaware corporation incorporated in 1969. Our executive offices are located at 2000 W. Sam Houston
Parkway South, Suite 1700, Houston, Texas 77042. Our telephone number is (713) 267-7600.

Our Internet website address is http://www.bristowgroup.com. We make our website content available for information
purposes only. It should not be relied upon for investment purposes, nor is it incorporated by reference in this Annual
Report. All of our periodic report filings with the SEC pursuant to Section 13(a) or 15(d) of the Securities Exchange
Act of 1934 for fiscal periods ended on or after December 15, 2002 are made available, free of charge, through our
website, including our annual reports on Form 10-K, quarterly reports on Form 10-Q, and current reports on

Form 8-K, and any amendments to these reports. These reports are available through our website as soon as
reasonably practicable after we electronically file or furnish such material to the SEC. In addition, the public may read
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and copy any materials we file with the SEC at the SEC s Public Reference Room at 100 F Street, N.E.,

Washington, D.C. 20549 or on their Internet website located at http://www.sec.gov. The public may obtain
information on the operation of the Public Reference Room and the SEC s Internet website by calling the SEC at
1-800-SEC-0330. On February 8, 2006, we submitted to the New York Stock Exchange ( NYSE ) the Annual CEO
Certification required by Section 303A 12(a) of the New York Stock Exchange Listing Manual. We filed with the
SEC the certifications required under Section 302 of the Sarbanes-Oxley Act of 2002 as Exhibits 31.1 and 31.2 to this
Annual Report on Form 10-K for the fiscal year ended March 31, 2006.

Our fiscal year ends March 31, and we refer to fiscal years based on the end of such period. Therefore, the fiscal year
ended March 31, 2006 is referred to as fiscal year 2006.
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Helicopter Services

Our customers charter our helicopters to transport personnel and time-sensitive equipment from onshore bases to
offshore drilling rigs, platforms and other installations. We classify our helicopter fleet into three categories: small,
medium and large. Small helicopters hold four to seven passengers and are better suited for support of production
management activities and for daytime flights and shorter routes. With more than 4,000 active production facilities,
many of which are unable to accommodate medium or large helicopters, the U.S. Gulf of Mexico is a significant
market for helicopters of this type. Medium helicopters hold up to 13 passengers and are the most versatile aircraft in
our fleet. Generally, they are equipped to fly in a variety of different operating conditions and are capable of flying
longer distances and carrying larger payloads than small helicopters. Similarly, large helicopters, which can hold up to
25 passengers, are generally equipped to fly in a variety of conditions including harsh weather conditions, carry larger
payloads and fly longer distances. Medium and large helicopters are most commonly used for crew changes on large
offshore production facilities and drilling rigs. With their ability to carry greater payloads, travel greater distances and
move at higher speeds, medium and large helicopters are preferred in international markets, where the offshore
facilities tend to be larger, the drilling locations tend to be more remote and the onshore infrastructure tends to be
more limited. As a result of the greater distances offshore, demand for medium and large helicopters is also driven by
drilling, development and production activity levels in deepwater locations throughout the world.

We are able to deploy our aircraft to the regions with the greatest demand, subject to the satisfaction of local
governmental regulations. There are also additional markets for helicopter services beyond the oil and gas industry,
including search and rescue services and emergency medical transportation. Markets which we do not serve include
agricultural support and general aviation activities. The existence of these alternative markets enables us to better
manage our helicopter fleet by providing both a source of additional aircraft during times of high demand in the oil
and gas industry and potential purchasers for our excess aircraft during times of reduced demand in the oil and gas
industry.

We also have technical services operations that provide helicopter repair and overhaul services, engineering and
design services, technical manpower support and transmission testing from facilities located in Tucson, Arizona, New
Iberia, Louisiana, Redhill, England, and Aberdeen, Scotland. While a portion of this work is performed on our own
aircraft, some of these services are performed for third parties.

Most countries in which we operate limit foreign ownership of aviation companies. To comply with these regulations
and yet expand internationally, we have formed or acquired interests in numerous foreign helicopter operations. These
investments typically combine a local ownership interest with our experience in providing helicopter services to the
oil and gas industry. These arrangements have allowed us to expand operations while diversifying the risks and
reducing the capital outlays associated with independent expansion. Because we do not own a majority of the equity
or maintain voting control of these entities, we may not have the ability to control their policies, management or
affairs. We refer to these entities as unconsolidated affiliates. We lease some of our aircraft to a number of these
unconsolidated affiliates which in turn provide helicopter services to customers.

4
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The composition of our fleet as of March 31, 2006 (including eight aircraft held for sale), and some of the
characteristics of the individual types of aircraft we own or lease are as follows:

Passenger Speed
Type Number Capacity (MPH)(1) Engine
Small Helicopters:
Bell 206L Series 77 6 115 Turbine
Bell 206B Jet Ranger 25 4 100 Turbine
Bell 407 39 6 132 Turbine
Bell 427 1 7 145 Twin Turbine
BO-105 2 4 125 Twin Turbine
EC120 10 4 110 Turbine
154
Medium Helicopters:
Bell 212 18 12 115 Twin Turbine
Bell 412 24 13 125 Twin Turbine
EC155 6 13 167 Twin Turbine
Sikorsky S-76 52 12 145 Twin Turbine
100
Large Helicopters:
AS332L Super Puma 33 18 144 Twin Turbine
Bell 214ST 6 18 144 Twin Turbine
Sikorsky S-61 16 18 132 Twin Turbine
Sikorsky S-92 1 19 158 Twin Turbine
Mil Mi-8 8 20 138 Twin Turbine
EC225 2 25 167 Twin Turbine
66
Other (includes fixed wing) 11
Total consolidated affiliates(2) 331
Additional aircraft operated by unconsolidated
affiliates(2) 146

(1) Represents the approximate normal cruise speed flying at gross weight and at sea level under standard operating
conditions.

(2) We owned 311 of the 331 aircraft reflected in the table above and held the remaining 20 aircraft under operating
leases. Unconsolidated affiliates leased 30 of our 331 aircraft in addition to the 146 aircraft they operate.
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The following table shows the distribution of our small, medium and large aircraft among our business units as of
March 31, 2006.

South
and EH
North Central West  Southeast Other Centralized

Type America America Europe Africa Asia  InternationalOperations Total
Small 138 2 1 12 1 154
Medium 26 29 6 27 5 7 100
Large 5 1 33 4 8 10 5 66
Other (includes fixed
wing) 1 5 1 4 11
Total 170 32 40 48 15 21 5 331
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The following table sets forth the number of our aircraft owned or leased as of the dates indicated:

March 31,

2006 2005
North America 170 166
South and Central America 32 34
Europe 40 42
West Africa 48 42
Southeast Asia 15 13
Other International 21 17
EH Centralized Operations 5 6
Total consolidated affiliates 331 320
Additional aircraft operated by unconsolidated affiliates 146 110

Fleet Expansion

We expect to incur additional capital expenditures over the next four to seven years to replace certain of our aircraft
and upgrade strategic base facilities. Our capital commitments in future periods related to this fleet expansion are
discussed under Management s Discussion and Analysis of Financial Condition Liquidity and Capital

Resources Future Cash Requirements Capital Commitments below and are detailed in the table provided in that
section.

North America

As of March 31, 2006, we conducted our North America Helicopter Services operations primarily from 12 operating
facilities along the U.S. Gulf of Mexico, with additional operations in Alaska. As of March 31, 2006, we operated 154
aircraft in the U.S. Gulf of Mexico and 16 aircraft in Alaska. During fiscal year 2006, our North America business
unit contributed 26% of our gross revenue. We are one of the two largest suppliers of helicopter services in the

U.S. Gulf of Mexico and a major supplier in Alaska, where we fly the entire length of the Alyeska pipeline. The

U.S. Gulf of Mexico is a major offshore oil and gas producing region with approximately 4,000 production platforms.
These platforms are typically unmanned and are serviced by our small aircraft. In fiscal year 2006, Hurricane Katrina
caused a total loss of our Venice, Louisiana, shorebase facility, and Hurricane Rita severely damaged our Creole,
Louisiana, base and flooded our Intracoastal City, Louisiana, base. We recorded a $0.2 million net gain ($2.8 million
in probable insurance recoveries offset by $2.6 million of involuntary conversion losses) during fiscal year 2006
related to property damage to these facilities. We reopened our Intracoastal City, Louisiana, base in December 2005,
our Venice, Louisiana, base in March 2006 and our Creole, Louisiana, base in April 2006.

South and Central America

We conduct our South and Central America Helicopter Services operations in Brazil, Colombia, Mexico and Trinidad.
As of March 31, 2006, we operated 32 helicopters in South and Central America (eight in Brazil, two in Colombia,
eleven in Mexico and eleven in Trinidad). In Brazil and Mexico, operations are conducted through affiliates in those
countries, which are unconsolidated. See discussion of these arrangements below. During fiscal year 2006, our South
and Central America business unit contributed 6% of our gross revenue.
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Trinidad

We own a 40% interest in Bristow Caribbean Ltd. ( Bristow Caribbean ), a joint venture in Trinidad with a local partner
(60% interest). Bristow Caribbean provides helicopter services to a customer of ours in Trinidad. As we control the
significant management decisions of this entity, including the payment of dividends to our partner, we account for this
entity as a consolidated subsidiary.
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Mexico

We own a 49% interest in Hemisco Helicopters International, Inc., or Hemisco, a Panamanian corporation, and
Heliservicio Campeche, S.A. de C.V., or Heliservicio, a Mexican corporation (together with Hemisco, HC ), that
provide onshore helicopter services to the Mexican Federal Electric Commission and offshore helicopter
transportation to other companies on a contract and ad hoc basis. HC owns three aircraft and leases eight aircraft from
us, nine aircraft from another affiliate of ours (discussed below) and three aircraft from a third party to provide
helicopter services to its customers.

We own a 49% interest in Rotorwing Leasing Resources, L.L.C., or RLR, a Louisiana limited liability company. RLR
owns six aircraft and leases three aircraft from us, all of which it leases to HC.

Brazil

We own a 50% interest in Aeroleo Taxi Aereo S.A., or Aeroleo, a Brazilian corporation. Aeroleo provides offshore
helicopter transportation services primarily to the Brazilian national oil company and also serves other oil and gas
companies. Aeroleo owns one aircraft and leases eight aircraft from us and two aircraft from another affiliate of ours
(discussed below).

We own a 50% interest in Helicopter Leasing Associates, or HLA, a Louisiana limited liability company. HLA leases
two aircraft from a third party, which it leases to Aeroleo.

Europe

Based on the number of aircraft operating, we are the second largest provider of helicopter services in the North Sea,
where there are harsh weather conditions and geographically concentrated offshore facilities. The facilities in the
North Sea are large and require frequent crew change flight services. We deploy the majority of our large aircraft in
this region. In addition to our oil and gas helicopter services, we are the sole civil supplier of search and rescue
services to Her Majesty s Coast Guard in the U.K. As of March 31, 2006, we operated 40 aircraft in Europe. We also
have an ownership interest in and lease aircraft to Norsk for use in its North Sea operations (see discussion below).
During fiscal year 2006, our Europe business unit contributed 31% of our gross revenue.

The U.K., as do other countries in which we operate, limits foreign ownership of aviation companies. To comply with
these restrictions, we own only 49% of the Common Stock of Bristow Aviation, but we own 100% of Bristow
Aviation s subordinated debt. In addition, we have a put/call agreement with the other two stockholders of Bristow
Aviation which grants us the right to buy all of their shares of Bristow Aviation Common Stock (and them the right to
require us to buy all of their shares). Under U.K. regulations, to maintain Bristow Aviation s operating license, we
would be required to find a qualified European Union owner to acquire any of the Bristow Aviation shares that we
have the right or obligation to acquire under the put/call agreement.

We own a 49% interest in Norsk, a Norwegian corporation that provides helicopter transportation services in the
Norwegian sector of the North Sea. Norsk operated 11 aircraft, five of which are leased from us. During the first
quarter of fiscal year 2006, Norsk completed the acquisition of Lufttransport AS, a Norwegian company, and its sister
company, Lufttransport AB, a Swedish company, collectively operating 28 aircraft and engaged in providing air
ambulance services in Scandinavia. This brings the number of aircraft operated by Norsk and its subsidiaries to 39. In
fiscal year 2006, Norsk committed to purchase three large aircraft. The Company, Norsk and the other equity owner in
Norsk each agreed to purchase one of the these three aircraft.
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We own a 50% interest in each of FBS Limited ( FBS ), FB Heliservices Limited ( FBH ), and FB Leasing Limited
( FBL ) (collectively, the FB Entities ), U.K. corporations which principally provide pilot training, maintenance and
support services to the British military under an agreement that runs through March 31, 2012. FBS and FBL own a
total of 59 aircraft.

West Africa

As of March 31, 2006, we operated 48 helicopters in West Africa (all of which were operating in Nigeria). As a result
of the potential cancellation by customers of their contracts with us resulting from the findings of the Internal

7
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Review (although none have been cancelled as of the date of filing this Annual Report), we may experience a
substantial reduction in business activity in Nigeria in future periods. During fiscal year 2006, our West Africa
business unit contributed 14% of our gross revenue.

Southeast Asia

We conduct our Southeast Asia operations in Australia, China and Malaysia. As of March 31, 2006, we operated 15
helicopters in our Southeast Asia business unit (13 of which were operating in Australia). During fiscal year 2006, our
Southeast Asia business unit contributed 8% of our gross revenue.

Other International

We conduct our Other International operations in Egypt, India, Kazakhstan, Mauritania, Russia and Turkmenistan. As
of March 31, 2006, we operated 21 helicopters in our Other International business unit (12 of which were operating in
Russia). During fiscal year 2006, our Other International business unit contributed 4% of our gross revenue.

In Egypt, we operate through our 25% interest in Petroleum Air Services ( PAS ), an Egyptian corporation. PAS
provides helicopter and fixed wing transportation to the oil and gas industry. Additionally, spare fixed-wing capacity
is chartered to tourism operators. PAS owns 36 aircraft and leases two aircraft from us.

EH Centralized Operations

Our EH Centralized Operations business unit is comprised of a helicopter leasing subsidiary, our technical services
business, other non-flight services business in the Eastern Hemisphere and corporate level expenses for our Eastern
Hemisphere businesses. These operations are managed centrally by our Eastern Hemisphere management. During
fiscal year 2006, our EH Centralized Operations business unit contributed 2% of our gross revenue.

Our technical services portion of this business unit provides helicopter repair and overhaul services from facilities
located in Redhill, England and Aberdeen, Scotland. In November 2004, we sold certain contracts within this business
to FBH. Additionally, we began downsizing the remaining operations of technical services in the U.K. by ceasing to
perform certain types of third-party work that had generated poor financial results during fiscal years 2004 and 2003.
The remaining services include engine overhauls, engineering and design services, technical manpower support and
transmission testing. While a portion of this work is performed on our own aircraft, some of these services are
performed for third parties.

Production Management Services

We are a leading independent contract operator of oil and gas production facilities in the U.S. Gulf of Mexico. As of
March 31, 2006, we managed or had personnel assigned to 315 production facilities in the U.S. Gulf of Mexico. Our
customers are typically independent oil and gas companies who hire us to monitor and maintain their offshore
production facilities and provide other services for certain onshore facilities. When servicing offshore oil and gas
production facilities, our employees normally live on the offshore facility in seven-day rotations. Our services include
furnishing specialized production operations personnel, engineering services, production operating services,
paramedic services and providing marine and helicopter transportation of personnel and supplies between onshore
bases and offshore facilities. This provides us additional opportunities to use our Helicopter Services. We also handle
regulatory and production reporting for some of our customers. During fiscal year 2006, our Production Management
Services segment contributed 9% of our gross revenue.
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The production management business depends primarily on production activity levels in the offshore U.S. oil and gas
industry. Since 90% of our production management costs consist of labor and contracted transportation services, we
are able to scale our operations up or down according to market conditions.

8
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Customers and Contracts
Helicopter Services

The principal customers for our Helicopter Services are national and international oil and gas companies. During
fiscal years 2006, 2005 and 2004, Shell Oil Company accounted for 10%, 11% and 11%, respectively, of our gross
revenue. No other customer accounted for 10% or more of our gross revenue during those fiscal years. During fiscal
year 2006, our top ten customers accounted for 50% of our gross revenue.

Our helicopter contracts are generally based on a two-tier rate structure consisting of a daily or monthly fixed fee plus
additional fees for each hour flown. We also provide services to customers on an ad hoc basis, which usually entails a
shorter notice period and shorter duration. Our charges for ad hoc services are generally based on an hourly rate, or a
daily or monthly fixed fee plus additional fees for each hour flown. Generally, our ad hoc services have a higher

margin than our other helicopter contracts due to supply and demand dynamics. In addition, our standard rate structure
is based on fuel costs remaining at or below a predetermined threshold. Fuel costs in excess of this threshold are
generally charged to the customer. We also derive revenue from reimbursements for third party out-of-pocket cost

such as certain landing and navigation costs, consultant salaries, travel and accommodation costs, and dispatcher
charges. The costs incurred that are rebilled to our customers are presented as reimbursable expense and the related
revenue is presented as reimbursable revenue in our consolidated statements of income.

Our helicopter contracts are for varying periods and in certain cases permit the customer to cancel the charter before
the end of the contract term. These contracts provide that the customer will reimburse us for cost increases associated
with the contract and are cancelable by the customer with notice of generally 30 days in the U.S. Gulf of Mexico, 90
to 180 days in Europe and 90 days in West Africa. In North America, we generally enter into short-term contracts for
twelve months or less, although we occasionally enter into longer-term contracts. In Europe, contracts are longer term,
generally between two and five years. In South and Central America, West Africa, Southeast Asia and Other
International, contract length generally ranges from three to five years. At the expiration of a contract, our customers
often negotiate renewal terms with us for the next contract period. In other instances, customers solicit new bids at the
expiration of a contract. Contracts are generally awarded based on a number of factors, including price, quality of
service, equipment and record of safety. An incumbent operator has a competitive advantage in the bidding process
based on its relationship with the customer, its knowledge of the site characteristics and its understanding of the cost
structure for the operations.

Production Management Services

Customers of our Production Management Services are primarily independent oil and gas companies that own oil and
gas production facilities in the U.S. Gulf of Mexico but outsource production management of their facilities to
companies such as our own. This practice allows these customers to focus on the exploration for and development of
additional oil and gas reserves. During the past three fiscal years, no single production management customer
accounted for more than 10% of our consolidated gross revenue, although one customer did account for 46%, 38%
and 28% of our segment gross revenue during fiscal years 2006, 2005 and 2004, respectively. We enter into a master
service agreement with each new production management customer. When work is awarded to us, the pricing
agreement included in the bid submission, which details the monthly rates for contract personnel and transportation
services as well as hourly rates for services provided outside the scope of the contract, becomes a part of the master
service agreement with the customer. Revenue associated with transportation services and other goods and services
provided by third parties is presented as reimbursable revenue as discussed under Helicopter Services above.

Government Regulation
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United States

As a commercial operator of small aircraft, our U.S. operations are subject to regulations under the Federal Aviation
Act of 1958, as amended, and other laws. We carry persons and property in our helicopters under an Air Taxi
Certificate granted by the Federal Aviation Administration ( FAA ). The FAA regulates our U.S. flight operations and,
in this respect, exercises jurisdiction over personnel, aircraft, ground facilities and certain technical
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aspects of our operations. The National Transportation Safety Board is authorized to investigate aircraft accidents and
to recommend improved safety standards. Our U.S. operations are also subject to the Federal Communications Act of
1934 because we use radio facilities in our operations.

Under the Federal Aviation Act, it is unlawful to operate certain aircraft for hire within the United States unless such
aircraft are registered with the FAA and the FAA has issued an operating certificate to the operator. As a general rule,
aircraft may be registered under the Federal Aviation Act only if the aircraft are owned or controlled by one or more
citizens of the United States and an operating certificate may be granted only to a citizen of the United States. For
purposes of these requirements, a corporation is deemed to be a citizen of the United States only if, among other
things, at least 75% of its voting interests are owned or controlled by United States citizens. If persons other than
United States citizens should come to own or control more than 25% of our voting interest, we have been advised that
our aircraft may be subject to deregistration under the Federal Aviation Act and we may lose our ability to operate
within the United States. Deregistration of our aircraft for any reason, including foreign ownership in excess of
permitted levels, would have a material adverse effect on our ability to conduct operations within our North America
business unit. Our organizational documents currently provide for the automatic suspension of voting rights of shares
of our Common Stock owned or controlled by non-U.S. citizens, and our right to redeem those shares, to the extent
necessary to comply with these requirements. As of March 31, 2006, approximately 1,404,000 shares of our Common
Stock were held by persons with foreign addresses. These shares represented approximately 6.0% of our total
outstanding common shares as of March 31, 2006. Because a substantial portion of our Common Stock is publicly
traded, our foreign ownership may fluctuate on each trading day.

United Kingdom

Our operations in the U.K. are subject to the Civil Aviation Act 1982 and other similar U.K. and European statutes

and regulations. We carry persons and property in our helicopters pursuant to an operating license issued by the Civil
Aviation Authority ( CAA ). The holder of an operating license must meet the ownership and control requirements of
Council Regulation 2407/92. This means that the entity that operates under the license must be owned directly or
through majority ownership by European Union nationals, and must at all times be effectively controlled by them.

The CAA regulates our U.K. flight operations and exercises jurisdiction over personnel, aircraft, ground facilities and
certain technical aspects of those operations. Accident investigations are carried out by an inspector from the Air
Accidents Investigation Branch of the Department for Transport. The CAA often imposes improved safety standards
on the basis of a report of the inspector. Under the Licensing of Air Carriers Regulations 1992, it is unlawful to
operate certain aircraft for hire within the U. K. unless such aircraft are approved by the CAA. Changes in U.K. or
European Union statutes or regulations, administrative requirements or their interpretation may have a material
adverse effect on our business or financial condition or on our ability to continue operations in these areas.

International

Our operations in areas other than the United States and the U.K. are subject to local governmental regulations that
may limit foreign ownership of aviation companies. Because of these local regulations, we conduct some of our
operations through entities in which local citizens own a majority interest and we hold only a minority interest, or
under contracts that provide for us to operate assets for the local companies or to conduct their flight operations. This
includes our operations in Kazakhstan, Russia and Turkmenistan. Changes in local laws, regulations or administrative
requirements or their interpretation may have a material adverse effect on our business or financial condition or on our
ability to continue operations in these areas.

Production Management
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The Minerals Management Service Bureau of the United States Department of the Interior regulates the operations of
oil and gas producers in the outer continental shelf of the Gulf of Mexico and, in this respect, exercises jurisdiction
over personnel, production facilities and certain technical aspects of our operations.
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The helicopter transportation business is highly competitive throughout the world. We compete against several
providers in almost all of our regions of operation. We have one competitor with a comparable number of aircraft in
the U.S. Gulf of Mexico and two significant competitors in the North Sea. We believe that it is difficult for additional
significant competitors to enter our industry because it requires considerable working capital, a complex system of
onshore and offshore bases, personnel and operating experience. However, these requirements can be overcome with
the appropriate level of customer support and commitment. In addition, while not the predominant practice, certain of
our customers in the oil and gas industry have the capability to perform their own helicopter services on a limited
basis should they elect to do so.

Generally, customers charter helicopters on the basis of competitive bidding. In some situations, our customers may
renew or extend existing contracts without employing a competitive bid process. Contracts in our North America
business unit are generally renewable on an annual or shorter basis. For our operations in the North Sea and other
international locations, contracts tend to be of longer duration. While price is a key determinant in the award of a
contract to a successful bidder, operational experience, safety, quality and type of equipment, customer relationship
and professional reputation are also factors taken into consideration. Since certain of our customers in the oil and gas
industry have the capability to perform their own helicopter services, our ability to increase charter rates may be
limited under certain circumstances.

The production management business is also highly competitive. There are a number of competitors providing
production management services throughout the U.S. Gulf of Mexico. In addition, there are many smaller competitors
that compete locally or for single projects or jobs. Two key elements in competing for production management
contracts are personnel costs and transportation costs. In addition, the reliability of the production manager and the
quality of its personnel, training programs and safety record are important competitive factors.

Industry Hazards and Insurance

Hazards, such as harsh weather and marine conditions, mechanical failures, crashes and collisions are inherent in the
offshore transportation industry and may cause losses of equipment and revenue, and death or injury to personnel.

In fiscal year 2006, we had one helicopter accident in the U.S. Gulf of Mexico that resulted in two fatalities. In fiscal
year 2005, we had two helicopter accidents involving fatalities: an accident in Alaska that resulted in one fatality and
an accident in the Gulf of Guinea, offshore Nigeria, that resulted in four fatalities. We maintain insurance with respect
to the aircraft involved and related liabilities and believe that our insurance coverage will be adequate to cover any
claims ultimately paid.

On May 5, 2006, we had another helicopter accident in the U.S. Gulf of Mexico which did not result in any fatalities.

We maintain hull and liability insurance, which generally insures us against damage to our aircraft, as well as certain
legal liabilities to others. We also carry workers compensation, employers liability, auto liability, property and
casualty coverages for most of our U.S. and U.K. operations. It is also our policy to carry insurance for, or require our
customers to indemnify us against, expropriation, war risk and confiscation of the helicopters we use in our operations
internationally.

Terrorist attacks, the continuing threat of terrorist activity and economic and political uncertainties (including, but not
limited to, our operations in Nigeria), significantly affect our premiums for much of our insurance program. There is
no assurance that in the future we will be able to maintain our existing coverage or that we will not experience
substantial increases in premiums, nor is there any assurance that our liability coverage will be adequate to cover all
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potential claims that may arise.
Our Production Management Services operations are subject to the normal risks associated with working on offshore
oil and gas production facilities. These risks could result in damage to or loss of property and injury to or death of

personnel. We carry customary business insurance for these operations, including general liability,
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workers compensation, and property and casualty coverage. We also carry other insurance as required in the U.S. by
the Jones Act for certain offshore workers, and liability insurance for our medics on board drilling vessels.

Environmental

All of our operations are subject to national and local laws and regulations controlling the discharge of materials into
the environment or otherwise relating to the protection of the environment. To date, such laws and regulations have
not had a material adverse effect on our business, results of operations or financial condition. Increased public
awareness and concern over the environment, however, may result in future changes in the regulation of the oil and
gas industry, which in turn could adversely affect us. We have been named as a potentially responsible party in
connection with certain sites. See Item 3. Legal Proceedings.

Employees

As of March 31, 2006, we employed approximately 4,200 employees. Approximately 3,700 of these employees are
employed in our Helicopter Services segment, approximately 470 are employed in our Production Management
Services segment and approximately 30 are employed in our corporate office.

We employ approximately 300 pilots in our North America business unit who are represented by the Office and
Professional Employees International Union ( OPEIU ) under a collective bargaining agreement. We and the pilots
represented by the OPEIU ratified an amended collective bargaining agreement on April 4, 2005. The terms under the
amended agreement are fixed until October 3, 2008 and include a wage increase for the pilot group and improvements
to several benefit plans. We do not believe that these increases will place us at a competitive, financial or operational
disadvantage.

Additionally, as of March 31, 2006, substantially all of our employees in the U.K., Nigeria and Australia are
represented by collective bargaining or union agreements which are ongoing with no specific termination dates.

We are currently involved in negotiations with the unions in Nigeria and anticipate that we will increase certain
benefits for union personnel as a result of these negotiations. We do not expect these benefit increases to have a
material impact on our results of operations.

Many of the employees of our affiliates are represented by collective bargaining agreements.

Periodically, certain groups of our employees who are not covered by a collective bargaining agreement consider
entering into such an agreement.

Activities engaged in by certain of our current and former employees have been examined in the Internal Review,

some of which are discussed in greater detail in Item 3. Legal Proceedings. We have taken corrective actions intended
to ensure that each of our employees complies with the laws of the countries in which we operate and with our own
ethical guidelines. See Item 9A. Controls and Procedures and Item 1A. Risk Factors The SEC investigation, any
related proceedings in other countries and the consequences of the activities identified in the Internal Review could
result in civil or criminal proceedings, the imposition of fines and penalties, the commencement of third-party

litigation, the incurrence of expenses, the loss of business and other adverse effects on our Company included
elsewhere in this Annual Report.

We believe that our relations with our employees are satisfactory.

Item 1A. Risk Factors
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If you hold our securities or are considering an investment in our securities, you should carefully consider the
following risks, together with the other information contained in this Annual Report.
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The SEC investigation, any related proceedings in other countries and the consequences of the activities identified
in the Internal Review could result in civil or criminal proceedings, the imposition of fines and penalties, the
commencement of third-party litigation, the incurrence of expenses, the loss of business and other adverse effects
on our Company.

In February 2005, we voluntarily advised the staff of the SEC that the Audit Committee of our Board of Directors had
engaged special outside counsel to undertake a review of certain payments made by two of our affiliated entities in a
foreign country. The review of these payments, which initially focused on Foreign Corrupt Practices Act matters, was
subsequently expanded by such special outside counsel to cover operations in other countries and other issues. In
connection with this review, special outside counsel to the Audit Committee retained forensic accountants. As a result
of the findings of the Internal Review, our Annual Report on Form 10-K for the year ended March 31, 2005 reflected
our restated financial statements. For further information on the restatements, see our Annual Report on Form 10-K
for the fiscal year ended March 31, 2005.

The SEC then notified us that it had initiated an informal inquiry and requested that we provide certain documents on
a voluntary basis. The SEC thereafter advised us that the inquiry has become a formal investigation. We have
responded to the SEC s requests for documents and intend to continue to do so.

The Internal Review is complete. All known required restatements were reflected in the financial statements included
in our fiscal year 2005 Annual Report, and no further restatements were required in this fiscal year 2006 Annual
Report. As a follow-up to matters identified during the course of the Internal Review, special counsel to the Audit
Committee is completing certain work, and may be called upon to undertake additional work in the future to assist in
responding to inquiries from the SEC, from other governmental authorities or customers, or as follow-up to the
previous work performed by such special counsel.

In October 2005, the Audit Committee reached certain conclusions with respect to findings to date from the Internal
Review. The Audit Committee concluded that, over a considerable period of time, (a) improper payments were made
by, and on behalf of, certain foreign affiliated entities directly or indirectly to employees of the Nigerian government,
(b) improper payments were made by certain foreign affiliated entities to Nigerian employees of certain customers
with whom we have contracts, (c) inadequate employee payroll declarations and, in certain instances, tax payments
were made by us or our affiliated entities in certain jurisdictions, (d) inadequate valuations for customs purposes may
have been declared in certain jurisdictions resulting in the underpayment of import duties, and (e) an affiliated entity
in a South American country, with the assistance of our personnel and two of our other affiliated entities, engaged in
transactions which appear to have assisted the South American entity in the circumvention of currency transfer
restrictions and other regulations. In addition, as a result of the Internal Review, the Audit Committee and
management determined that there were deficiencies in our books and records and internal controls with respect to the
foregoing and certain other activities.

Based on the Audit Committee s findings and recommendations, the Board of Directors has taken disciplinary action
with respect to our personnel who it determined bore responsibility for these matters. The disciplinary actions
included termination or resignation of employment (including of certain members of senior management), changes of
job responsibility, reductions in incentive compensation payments and reprimands. One of our affiliates has also
obtained the resignation of certain of its personnel.

We have initiated remedial action, including initiating action to correct underreporting of payroll tax, disclosing to
certain customers inappropriate payments made to customer personnel and terminating certain agency, business and
joint venture relationships. We also have taken steps to reinforce our commitment to conduct our business with
integrity by creating an internal corporate compliance function, instituting a new code of business conduct (our new
code of business conduct entitled Code of Business Integrity is available on our website,
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http://www.bristowgroup.com), and developing and implementing a training program for all employees. In addition to
the disciplinary actions referred to above, we have also taken steps to strengthen our control environment by hiring
new key members of senior and financial management, including persons with appropriate technical accounting
expertise, expanding our corporate finance group and internal audit staff, realigning reporting lines within the
accounting function so that field accounting reports directly to the corporate accounting function instead of operations
management, and improving the management of our tax structure to comply with its intended design. Our compliance
program has also begun full operation, and clear corporate
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policies have been established and communicated to our relevant personnel related to employee expenses, delegation
of authority, revenue recognition and customer billings.

We have communicated the Audit Committee s conclusions with respect to the findings of the Internal Review to
regulatory authorities in some, but not all, of the jurisdictions in which the relevant activities took place. We are in the
process of gathering and analyzing additional information related to these matters, and expect to disclose the Audit
Committee s conclusions to regulatory authorities in other jurisdictions once this process has been completed. Such
disclosure may result in legal and administrative proceedings, the institution of administrative, civil injunctive or
criminal proceedings involving us and/or current or former employees, officers and/or directors who are within the
jurisdictions of such authorities, the imposition of fines and other penalties, remedies and/or sanctions, including
precluding us from participating in business operations in their countries. To the extent that violations of the law may
have occurred in several countries in which we operate, we do not yet know whether such violations can be cured
merely by the payment of fines or whether other actions may be taken against us, including requiring us to curtail our
business operations in one or more such countries for a period of time. In the event that we curtail our business
operations in any such country, we then may face difficulties exporting our aircraft from such country. As of

March 31, 2006, the book values of our aircraft in Nigeria and the South American country where certain improper
activities took place were approximately $115.9 million and $8.1 million, respectively.

We cannot predict the ultimate outcome of the SEC investigation, nor can we predict whether other applicable U.S.
and foreign governmental authorities will initiate separate investigations. The outcome of the SEC investigation and
any related legal and administrative proceedings could include the institution of administrative, civil injunctive or
criminal proceedings involving us and/or current or former employees, officers and/or directors, the imposition of
fines and other penalties, remedies and/or sanctions, modifications to business practices and compliance programs
and/or referral to other governmental agencies for other appropriate actions. It is not possible to accurately predict at
this time when matters relating to the SEC investigation will be completed, the final outcome of the SEC
investigation, what if any actions may be taken by the SEC or by other governmental agencies in the U.S. or in foreign
jurisdictions, or the effect that such actions may have on our consolidated financial statements.

In addition, in view of the findings of the Internal Review, we are likely to encounter difficulties in the future
conducting business in Nigeria and a South American country, and with certain customers. It is also possible that
certain of our existing contracts may be cancelled (although none have been cancelled as of the date of filing of this
Annual Report) and that we may become subject to claims by third parties, possibly resulting in litigation. The matters
identified in the Internal Review and their effects could have a material adverse effect on our business, financial
condition and results of operations.

In connection with its conclusions regarding payroll declarations and tax payments, the Audit Committee determined
on November 23, 2005, following the recommendation of our senior management, that there was a need to restate our
historical consolidated financial statements, including those for the quarterly periods in fiscal year 2005. Such
restatement was reflected in our fiscal year 2005 Annual Report. As of March 31, 2006, we have accrued an aggregate
of $20.1 million for the taxes, penalties and interest attributable to underreported employee payroll. Operating income
for fiscal years 2006, 2005 and 2004 includes $4.3 million, $3.8 million and $4.2 million, respectively, attributable to
this accrual. At this time, we cannot estimate what additional payments, fines, penalties and/or litigation and related
expenses may be required in connection with the matters identified as a result of the Internal Review, the SEC
investigation, and/or any other related regulatory investigation that may be instituted or third-party litigation;
however, such payments, fines, penalties and/or expenses could have a material adverse effect on our business,
financial condition and results of operations.

As we continue to respond to the SEC investigation and other governmental authorities and take other actions relating
to improper activities that have been identified in connection with the Internal Review, there can be no assurance that
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restatements, in addition to those reflected in our fiscal year 2005 Annual Report, will not be required or that our
historical financial statements included in this Annual Report will not change or require further amendment. In
addition, new issues may be identified that may impact our financial statements and the scope of the restatements
described in this Annual Report and lead us to take other remedial actions or otherwise adversely impact us.
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For additional discussion of the SEC investigation, the Internal Review, and related proceedings, see Item 3. Legal
Proceedings included elsewhere in this Annual Report.

The disclosure and remediation of activities identified in the Internal Review could result in the loss of business
relationships and adversely affect our business.

As a result of the disclosure and remediation of a number of activities identified in the Internal Review, we are likely
to encounter difficulties conducting business in certain foreign countries and retaining and attracting additional
business with certain customers. We cannot predict the extent of these difficulties; however, our ability to continue
conducting business in these countries and with these customers and through these agents may be significantly
impacted.

We have commenced actions to disclose activities in Nigeria identified in the Internal Review to affected customers,
and one or more of these customers may seek to cancel their contracts with us. One of such customers already has
commenced its own investigation. Among other things, we have been advised that such customer intends to exercise
its rights to audit a specific contract, as well as to review its other relations with us. Although we have no indication as
to what the final outcome of the audit and review will be, it is possible that such customer may seek to cancel one or
more existing contracts if it believes that they were improperly obtained or that we breached any of their terms. Since
our customers in Nigeria are affiliates of major international petroleum companies, with whom we do business
throughout the world, any actions which are taken by certain customers could have a material adverse effect on our
business, financial position and results of operations, and these customers may preclude us from bidding on future
business with them either locally or on a worldwide basis. In addition, applicable governmental authorities may
preclude us from bidding on contracts to provide services in the countries where improper activities took place.

In connection with the Internal Review, we also have terminated our business relationship with certain agents and
have taken actions to terminate business relationships with other agents. In November 2005, one of the terminated
agents and his affiliated entity commenced litigation against two of our foreign affiliated entities claiming damages of
$16.3 million for breach of contract.

We may be required to indemnify certain of our agents to the extent that regulatory authorities seek to hold them
responsible in connection with activities identified in the Internal Review.

In a South American country where certain improper activities took place, we are negotiating to terminate our
ownership interest in the joint venture that provides us with the local ownership content necessary to meet local
regulatory requirements for operating in that country. We may not be successful in our negotiations to terminate our
ownership interest in the joint venture, and the outcome of such negotiations may negatively affect our ability to
continue leasing our aircraft to the joint venture or other unrelated operating companies, to conduct other business in
that country, or to export our aircraft from that country. We believe that it is unlikely that we will recover the value of
our investment in the joint venture, and therefore we recorded an impairment charge of $1.0 million during fiscal year
2006 to reduce the recorded value of our investment in the joint venture. During fiscal years 2006 and 2005, we
derived approximately $8.0 million and $10.2 million, respectively, of leasing and other revenues from this joint
venture, of which $4.0 million and $3.2 million, respectively, was paid by us to a third party for the use of the aircraft.
In addition, during fiscal year 2005, approximately $0.3 million of dividend income was derived from this joint
venture.

Without a joint venture partner, we will be unable to maintain an operating license and our future activities in that
country may be limited to leasing our aircraft to unrelated operating companies. Our joint venture partners and agents
are typically influential members of the local business community and instrumental in aiding us in obtaining contracts
and managing our affairs in the local country. As a result of terminating these relationships, our ability to continue
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We expect to incur higher costs and lower profit margins as a result of the remediation of activities identified in the
Internal Review.

Many of the improper actions identified in the Internal Review resulted in decreasing the costs incurred by us in
performing our services. The remedial actions we are taking will result in an increase in these costs and, if we cannot
raise our prices simultaneously and to the same extent as our increased costs, our operating income will decrease.

We have identified certain material weaknesses related to our disclosure controls and procedures and internal
control over financial reporting. As a result of these material weaknesses, we have concluded that as of March 31,
2006, we did not maintain effective internal control over financial reporting. These material weaknesses remain
unremediated, which could affect our ability to report accurately and in a timely manner our results of operations
and financial condition and could lessen investor confidence in our financial reports.

Our management assessed the effectiveness of our disclosure controls and procedures and internal control over
financial reporting as of March 31, 2006 and concluded that these controls and procedures were not effective as of this
date. Management reached this conclusion because it found that certain material weaknesses related to these controls
and procedures existed as of this date. Although we have taken steps to address them, these material weaknesses
remain unremediated as of the date of this Annual Report. As long as these material weaknesses continue to exist, they
could result in accounting errors such as those which led to the restatement of our financial statements in the fiscal
year 2005 Annual Report. For further information on this restatement, see our fiscal year 2005 Annual Report. We
may in the future identify similar errors in prior period financial information, requiring further restatement of our
financial statements. These material weaknesses may likewise negatively impact our ability to report accurately and in
a timely manner our financial condition and results of operations for future periods, which could cause us to fail to
comply with reporting obligations contained in the rules of the SEC and NYSE and our debt agreements. In addition,
these material weaknesses could cause investors to lose confidence in the reliability of our financial statements, which
could negatively impact market prices for our securities. Any of these results could have a material adverse effect on
our business, financial condition and results of operations.

For additional discussion of these material weaknesses and the steps we have taken to remedy them, as well as
management s assessment of our disclosure controls and procedures and internal control over financial reporting as of
March 31, 2006, see Item 9A. Controls and Procedures included elsewhere in this Annual Report.

The demand for our services is substantially dependent on the level of offshore oil and gas exploration,
development and production activity.

We provide helicopter services to companies engaged in offshore oil and gas exploration, development and production
activities. As a result, demand for our services, as well as our revenue and our profitability, are substantially
dependent on the worldwide levels of activity in offshore oil and gas exploration, development and production. These
activity levels are principally affected by trends in, and expectations regarding, oil and gas prices, as well as the
capital expenditure budgets of oil and gas companies. We cannot predict future exploration, development and
production activity or oil and gas price movements. Historically, the prices for oil and gas and activity levels have
been volatile and are subject to factors beyond our control, such as:

the supply of and demand for oil and gas and market expectations for such supply and demand;

actions of the Organization of Petroleum Exporting Countries ( OPEC ) and other oil producing countries to
control prices or change production levels;

general economic conditions, both worldwide and in particular regions;
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the price and availability of alternative fuels;
weather conditions, including the impact of hurricanes and other weather-related phenomena;
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advances in exploration, development and production technology;
the policies of various governments regarding exploration and development of their oil and gas reserves; and

the worldwide political environment, including the war in Iraq, uncertainty or instability resulting from an
escalation or additional outbreak of armed hostilities or other crises in the Middle East or the other geographic
areas in which we operate (including, but not limited to, Nigeria), or further acts of terrorism in the United
States or elsewhere.

Our industry is highly competitive and cyclical, with intense price competition.

Our industry has historically been cyclical and is affected by the volatility of oil and gas price levels. There have been
periods of high demand for our services, followed by periods of low demand for our services. Changes in commodity
prices can have a dramatic effect on demand for our services, and periods of low activity intensify price competition in
the industry and often result in our aircraft being idle for long periods of time.

The implementation by our customers of cost-saving measures could reduce the demand for our services.

Oil and gas companies are continually seeking to implement measures aimed at greater cost savings. As part of these
measures, these companies are attempting to improve cost efficiencies with respect to helicopter transportation
services. For example, these companies may reduce staffing levels on both old and new installations by using new
technology to permit unmanned installations and may reduce the frequency of transportation of employees by
increasing the length of shifts offshore. In addition, these companies could initiate their own helicopter or other
alternative transportation methods. The continued implementation of these kinds of measures could reduce the
demand for helicopter transportation services and have a material adverse effect on our business, financial condition
and results of operations.

We are highly dependent upon the level of activity in North America and the North Sea.

Approximately 57% of our fiscal year 2006 gross revenue was derived from helicopter services provided to customers
operating in North America and the North Sea. The U.S. Gulf of Mexico and the North Sea are mature exploration and
production regions that have experienced substantial seismic survey and exploration activity for many years.
Hurricanes Katrina and Rita have resulted in, or may result in, the plugging and abandonment of many wells in the
U.S. Gulf of Mexico. Because a large number of oil and gas prospects in these regions have already been drilled,
additional prospects of sufficient size and quality could be more difficult to identify. In addition, the U.S. government s
exercise of authority under the Outer Continental Shelf Lands Act, as amended, to restrict the availability of offshore
oil and gas leases could adversely impact exploration and production activity in the U.S. Gulf of Mexico. If activity in
oil and gas exploration, development and production in either North America or the North Sea materially declines, our
business, financial condition and results of operations could be materially and adversely affected. We cannot predict
the levels of activity in these areas.

Our future growth depends on the level of international oil and gas activity and our ability to operate outside of
North America and the North Sea.

Our future growth will depend significantly on our ability to expand into international markets outside of North

America and the North Sea. Expansion of our business depends on the level of offshore oil and gas exploration,
development and production activity and our ability to operate in these regions.
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Expansion of our business outside of North America and the North Sea may be adversely affected by:
local regulations restricting foreign ownership of helicopter operators;
requirements to award contracts to local operators; and
the number and location of new drilling concessions granted by foreign sovereigns.

We can predict neither the level of activity in these areas nor the restrictions or requirements that may be imposed in
the countries in which we operate. If we are unable to continue to operate or retain contracts in
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operations outside of North America and the North Sea, our future business, financial condition and results of
operations may be adversely affected, and our operations outside of North America and the North Sea may not grow.
Our operations in Nigeria and South America are likely to be negatively affected by actions that we are taking as a
result of the activities identified in the Internal Review, as discussed above under The disclosure and remediation of
activities identified in the Internal Review could result in the loss of business relationships and adversely affect our
business.

In order to grow our business, we may require additional capital in the future, which may not be available to us.

Our business is capital intensive, and to the extent we do not generate sufficient cash from operations, we will need to
raise additional funds through public or private debt or equity financings to execute our growth strategy. Adequate
sources of capital funding may not be available when needed, or may not be available on favorable terms. In addition,
the SEC investigation, any related proceedings in other countries and the consequences of the activities identified in
the Internal Review could adversely affect our ability to raise additional funds. If we raise additional funds by issuing
equity securities, dilution to the holdings of existing stockholders may result. If funding is insufficient at any time in
the future, we may be unable to acquire additional aircraft, take advantage of business opportunities or respond to
competitive pressures, any of which could harm our business. See discussion of our capital commitments in Item 7.
Management s Discussion and Analysis of Financial Condition and Results of Operations Liquidity and Capital
Resources Future Cash Requirements Capital Commitments.

Our operations outside of North America and the North Sea are subject to additional risks.

Approximately 34% of our fiscal year 2006 gross revenue was attributable to helicopter services provided to oil and
gas customers operating outside of North America and the North Sea. Operations in most of these areas are subject to
various risks inherent in conducting business in international locations, including:

political, social and economic instability, including risks of war, general strikes and civil disturbances;

governmental actions that restrict payments or the movement of funds or result in the deprivation of contract
rights;

the taking of property without fair compensation; and

the lack of well-developed legal systems in some countries which could make it difficult for us to enforce our
contractual rights.

For example, there has been continuing unrest in Nigeria, where we derived 14% of our fiscal year 2006 gross
revenue. While this unrest has not adversely affected our results of operations, any future unrest in Nigeria or our
other operating regions could adversely affect our business, financial condition and results of operations. We cannot
predict whether any of these events will occur in the future in Nigeria or elsewhere.

Foreign exchange risks and controls may affect our financial position and results of operations.

Through our operations outside the U.S., we are exposed to currency fluctuations and exchange rate risks. The
majority of both our revenue and expenses from our Europe business unit is denominated in British pounds sterling.
Our foreign exchange rate risk is even greater when our revenue is denominated in a currency different from that
associated with the corresponding expenses. In addition, some of our contracts provide for payment in currencies
other than British pounds sterling or U.S. dollars. We attempt to minimize our exposure to foreign exchange rate risk
by contracting the majority of our services, other than in our Europe business unit, in U.S. dollars. As a result, a strong
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U.S. dollar may increase the local cost of our services that are provided under U.S. dollar-denominated contracts,
which may reduce the demand for our services in foreign countries. Generally, we do not enter into hedging
transactions to protect against foreign exchange risks related to our gross revenue.

Because we maintain our financial statements in U.S. dollars, our financial results are vulnerable to fluctuations in the
exchange rate between the U.S. dollar and foreign currencies, such as the British pound sterling. In preparing our

financial statements, we must convert all non-U.S. dollar currencies to U.S. dollars. The
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effect of foreign currency translation is reflected in a component of stockholders investment, while foreign currency
transaction gains or losses and translation of currency amounts not deemed permanently reinvested are credited or
charged to income and reflected in other income (expense). Changes in exchange rates could cause significant changes
in our financial position and results of operations in the future.

We operate in countries with foreign exchange controls including Brazil, Egypt, India, Kazakhstan, Malaysia and
Russia. These controls may limit our ability to repatriate funds from our international operations and unconsolidated
affiliates or otherwise convert local currencies into U.S. dollars. These limitations could adversely affect our ability to
access cash from these operations.

See further discussion of foreign exchange risks and controls under Item 7A. Quantitative and Qualitative Disclosure
About Market Risk included elsewhere in this Annual Report.

We operate in many international areas through entities that we do not control.

We conduct many of our international operations through entities in which we have a minority investment or through
strategic alliances with foreign partners. For example, we have acquired interests in, and in some cases have lease and
service agreements with, entities that operate aircraft in Egypt, Mexico, Norway, and the U.K. Additionally, as
indicated above, we have an interest in a joint venture in a South American country that we are currently in the
process of terminating. We provide engineering and administrative support to these entities. We derive significant
amounts of lease revenue, service revenue and dividend income from these entities. In fiscal year 2006, we derived
approximately $2.7 million of dividend income from our unconsolidated affiliates, none of which was derived from
the joint venture in such South American country. More significantly, we received approximately $56.2 million of
revenues in fiscal year 2006 from the provision of aircraft and other services to unconsolidated affiliates, of which
approximately $8.0 million was derived from the joint venture in such South American country. Because we do not
own a majority or maintain voting control of these entities, we do not have the ability to control their policies,
management or affairs. The interests of persons who control these entities or partners may differ from ours, and may
cause such entities to take actions that are not in our best interest. If we are unable to maintain our relationships with
our partners in these entities, we could lose our ability to operate in these areas, potentially resulting in a material
adverse effect on our business and results of operations.

Helicopter operations involve risks that may not be covered by our insurance or may increase our operating costs.

The operation of helicopters inherently involves a degree of risk. Hazards such as harsh weather and marine
conditions, mechanical failures, crashes and collisions are inherent in our business and may result in personal injury,
loss of life, damage to property and equipment and suspension or reduction of operations. Our aircraft have been
involved in accidents in the past, some of which have included loss of life and property damage. We may experience
similar accidents in the future. In addition, our Production Management Services are subject to the normal risks
associated with working on offshore oil and gas production facilities. These risks include injury to or death of
personnel and damage to or loss of property.

We attempt to protect ourselves against these losses and damage by carrying insurance, including hull and liability,
general liability, workers compensation, and property and casualty insurance. Our insurance coverage is subject to
deductibles and maximum coverage amounts, and we do not carry insurance against all types of losses, including
business interruption. We cannot assure you that our existing coverage will be sufficient to protect against all losses,
that we will be able to maintain our existing coverage in the future or that the premiums will not increase
substantially. In addition, future terrorist activity, accidents or other events could increase our insurance premiums.
The loss of our liability insurance coverage, inadequate coverage from our liability insurance or substantial increases
in future premiums could have a material adverse effect on our business, financial condition and results of operations.
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We are subject to government regulation that limits foreign ownership of aircraft companies.

We are subject to governmental regulation that limits foreign ownership of aircraft companies. In the United States,
our aircraft may be subject to deregistration under the Federal Aviation Act, and we may lose our ability to
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operate within the United States if persons other than United States citizens should come to own or control more than
25% of our voting interest. Deregistration of our aircraft for any reason, including foreign ownership in excess of
permitted levels, would have a material adverse effect on our ability to conduct operations within our North America
business unit. In the United Kingdom, we are subject to regulation under U.K. and European statutes and regulations.
Changes in these statutes or regulations, administrative requirements or their interpretation may have a material
adverse effect on our business or financial condition or on our ability to continue operations in these areas.
Additionally, changes in local laws, regulations or administrative requirements or their interpretation in other
international locations where we operate may have a material adverse effect on our business or financial condition or
on our ability to continue operations in these areas.

We cannot assure you that there will be no changes in aviation laws, regulations or administrative requirements or the
interpretations thereof, that could restrict or prohibit our ability to operate in certain regions. Any such restriction or
prohibition on our ability to operate may have a material adverse effect on our business, financial condition and results
of operations.

See further discussion under the heading ~ Government Regulation above.
Our failure to attract and retain qualified personnel could have an adverse affect on us.

Our ability to attract and retain qualified pilots, mechanics and other highly-trained personnel is an important factor in
determining our future success. For example, many of our customers require pilots with very high levels of flight
experience. The market for these experienced and highly-trained personnel is competitive and will become more
competitive if oil and gas industry activity levels increase. Accordingly, we cannot assure you that we will be
successful in our efforts to attract and retain such personnel. In addition, some of our pilots, mechanics and other
personnel, as well as those of our competitors, are members of the U.S. or U.K. Military Reserves who have been, or
could be, called to active duty. If significant numbers of such personnel are called to active duty, it would reduce the
supply of such workers and likely increase our labor costs. Additionally, as a result of the disclosure and remediation
of activities identified in the Internal Review, we may have difficulty attracting and retaining qualified personnel, and
we may incur increased expenses.

We face substantial competition in both of our business segments.

The helicopter business is highly competitive. Chartering of helicopters is usually done on the basis of competitive
bidding among those providers having the necessary equipment, operational experience and resources. Factors that
affect competition in our industry include price, reliability, safety, professional reputation, availability, equipment and
quality of service. In addition, certain of our customers have the capability to perform their own helicopter operations
should they elect to do so, which may limit our ability to increase charter rates under certain circumstances.

In our North America business unit, we face competition from a number of providers, including one U.S. competitor
with a comparable number of helicopters servicing the U.S. Gulf of Mexico. We have two significant competitors in
the North Sea. In our other international operations, we also face significant competition. In addition, foreign
regulations may require the awarding of contracts to local operators.

The production management services business is also highly competitive. There are a number of competitors that
maintain a presence throughout the U.S. Gulf of Mexico. In addition, there are many smaller operators that compete
with us on a local basis or for single projects or jobs. Contracts for our Production Management Services are generally
for terms of a year or less and could be awarded to our competitors upon expiration. Many of our customers are also
able to perform their own production management services should they choose to do so.
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As a result of significant competition, we must continue to provide safe and efficient service or we will lose market
share, which could have a material adverse effect on our business, financial condition and results of operations. The
loss of a significant number of our customers or termination of a significant number of our contracts could have a
material adverse effect on our business, financial condition and results of operations.
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We depend on a small number of large oil and gas industry customers for a significant portion of our revenues.

We derive a significant amount of our revenue from a small number of major and independent oil and gas companies.
Our loss of one of these significant customers, if not offset by sales to new or other existing customers, could have a
material adverse effect on our business, financial condition and results of operations. See Item 1. Business Customers
and Contracts. The results of the Internal Review may impact our ability to retain some or all of the business we have
with certain of these customers. See The disclosure and remediation of activities identified in the Internal Review
could result in the loss of business relationships and adversely affect our business.

Our operations are subject to weather-related and seasonal fluctuations.

Generally, our operations can be impaired by harsh weather conditions. Poor visibility, high wind and heavy
precipitation can affect the operation of helicopters and result in a reduced number of flight hours. A significant
portion of our operating revenue is dependent on actual flight hours, and a substantial portion of our direct cost is
fixed. Thus, prolonged periods of harsh weather can have a material adverse effect on our business, financial condition
and results of operations.

In the Gulf of Mexico, the months of December through March have more days of harsh weather conditions than the
other months of the year. Heavy fog during those months often limits visibility. In addition, in the Gulf of Mexico,
June through November is tropical storm and hurricane season. When a tropical storm or hurricane is about to enter or
begins developing in the Gulf of Mexico, flight activity may increase because of evacuations of offshore workers.
However, during a tropical storm or hurricane, we are unable to operate in the area of the storm. In addition, as a
significant portion of our facilities are located along the coast of the U.S. Gulf of Mexico, tropical storms and
hurricanes may cause substantial damage to our property in these locations, including helicopters. For example, during
the summer and fall of 2005, Hurricanes Katrina and Rita caused damage to several of our Louisiana facilities. See

Item 1. Business Helicopter Services North America. Additionally, we incur costs in evacuating our aircraft,
personnel and equipment prior to tropical storms and hurricanes.

The fall and winter months have fewer hours of daylight, particularly in the North Sea. While some of our aircraft are
equipped to fly at night, we generally do not do so. In addition, drilling activity in the North Sea is lower during the
winter months than the rest of the year. Anticipation of harsh weather during this period causes many oil companies to
limit activity during the winter months. Consequently, flight hours are generally lower during these periods, typically
resulting in a reduction in operating revenue during those months. Accordingly, our reduced ability to operate in harsh
weather conditions and darkness may have a material adverse effect on our business, financial condition and results of
operations.

Environmental regulations and liabilities may increase our costs and adversely affect us.

All of our operations are subject to local environmental laws and regulations that impose limitations on the discharge
of pollutants into the environment and establish standards for the treatment, storage, recycling and disposal of toxic
and hazardous wastes. The nature of the business of operating and maintaining helicopters requires that we use, store
and dispose of materials that are subject to environmental regulation. Liabilities associated with environmental matters
could have a material adverse effect on our business, financial condition and results of operations. For additional
information see Item 3. Legal Proceedings.

The DOJ investigation could result in criminal proceedings and the imposition of fines and penalties.

On June 15, 2005, we issued a press release disclosing that one of our subsidiaries had received a document subpoena
from the Antitrust Division of the DOJ. The subpoena relates to a grand jury investigation of potential antitrust
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violations among providers of helicopter transportation services in the U.S. Gulf of Mexico.

We are continuing to investigate this matter and are providing the information that the DOJ has requested from us in
the investigation. The outcome of the DOJ investigation and any related legal proceedings could include civil
injunctive or criminal proceedings, the imposition of fines and other penalties, remedies and/or sanctions, referral to
other governmental agencies, and/or the payment of damages in civil litigation, any of which could have a material
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adverse effect on our business, financial condition and results of operations. For additional information see Item 3.
Legal Proceedings.

Item 1B. Unresolved Staff Comments

In late March 2006, we received comments from the SEC on our fiscal year 2005 Annual Report and our Quarterly
Reports on Form 10-Q for the quarters ended December 31, 2005 and September 30, 2005. We responded to the SEC s
comments in early May 2006, and in early June 2006 the SEC asked for additional information concerning four of

their comments. In their June 2006 letter, the SEC requested: (1) additional information concerning the basis for our
accounting for and expansion of disclosures with respect to the consolidation of a non-majority owned subsidiary and
(2) the addition, expansion or modification of disclosures with respect to (a) certain put-call arrangements with the
other equity owners of one of our subsidiaries, (b) anticipated insurance recoveries and (c) reserves for tax
contingencies.

With respect to the comments concerning the basis for our accounting for the item described above, we expect to
provide additional information that we believe supports our current accounting practices. With respect to the addition,
expansion or modification of disclosures, we have reflected changes in this fiscal year 2006 Annual Report which we
believe will adequately address the issues raised by the SEC. However, as of the date of this Annual Report, we have
not formally responded to the SEC. Consequently, we treat the SEC s comments described above as unresolved for the
purposes of this Item 1B.

Item 2. Properties

The number and types of aircraft we operate are described under Item 1. Business Helicopter Services above. In
addition, we lease the significant properties listed below for use in our operations.

Approximately 18.6 acres of land at the Acadiana Regional Airport in New Iberia, Louisiana, under a lease
expiring in fiscal year 2030. We have constructed on that site office, training, parts facilities and helicopter
maintenance facilities comprising about 120,000 square feet of floor space, which is used by our Western
Hemisphere operations (primarily our North America business unit). The property has access to the airport
facilities, as well as to a major highway.

Approximately 77,000 square feet of facilities at Redhill Aerodrome near London, England, including office
and workshop space under a lease expiring in 2075.

A helicopter terminal, offices and hangar facilities totaling approximately 138,000 square feet sitting on
approximately 15 acres of property at Aberdeen Airport, Scotland, under a lease expiring in 2013 with an option
to extend to 2023. We also maintain additional hangar and office facilities at Aberdeen Airport under a lease
expiring in 2030.

Approximately 42,000 square feet of office and shop space in a building in Tucson, Arizona, under a lease
expiring in 2007, which is used by a technical services subsidiary within our North America business unit.

Approximately 17,800 square feet of office space in a building in Houston, Texas, under a lease expiring in
2011, which we use as our headquarters and for our Production Management Services business.

In addition to these facilities, we lease various office and operating facilities worldwide, including facilities along the

U.S. Gulf of Mexico which support our North America Helicopter Services operations and numerous residential
locations near our operating bases in the United Kingdom, Australia, China, Russia, Nigeria and Trinidad primarily

Table of Contents 45



Edgar Filing: Bristow Group Inc - Form 10-K

for housing pilots and staff supporting those areas of operation. These facilities are generally suitable for our
operations and can be replaced with other available facilities if necessary.

Additional information about our properties can be found in Note 6 in the Notes to Consolidated Financial Statements
included elsewhere in this Annual Report (under the captions Aircraft Purchase Contracts and Operating Leases ). A
detail of our long-lived assets by geographic area as of March 31, 2006 and 2005 can be found in Note 11 in the Notes
to Consolidated Financial Statements included elsewhere in this Annual Report.
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Item 3. Legal Proceedings
Internal Review

In February 2005, we voluntarily advised the staff of the SEC that the Audit Committee of our Board of Directors had
engaged special outside counsel to undertake a review of certain payments made by two of our affiliated entities in a
foreign country. The review of these payments, which initially focused on Foreign Corrupt Practices Act matters, was
subsequently expanded by such special outside counsel to cover operations in other countries and other issues. In
connection with this review, special outside counsel to the Audit Committee retained forensic accountants. As a result
of the findings of the Internal Review, our fiscal year 2005 Annual Report reflected our restated financial statements.
For further information on the restatements, see our fiscal year 2005 Annual Report.

The SEC then notified us that it had initiated an informal inquiry and requested that we provide certain documents on
a voluntary basis. The SEC thereafter advised us that the inquiry has become a formal investigation. We have
responded to the SEC s requests for documents and intend to continue to do so.

The Internal Review is complete. All known required restatements were reflected in the financial statements included
in our fiscal year 2005 Annual Report, and no further restatements were required in this fiscal year 2006 Annual
Report. As a follow-up to matters identified during the course of the Internal Review, special counsel to the Audit
Committee is completing certain work, and may be called upon to undertake additional work in the future to assist in
responding to inquiries from the SEC, from other governmental authorities or customers, or as follow-up to the
previous work performed by such special counsel.

In October 2005, the Audit Committee reached certain conclusions with respect to findings to date from the Internal
Review. The Audit Committee concluded that, over a considerable period of time, (a) improper payments were made
by, and on behalf of, certain foreign affiliated entities directly or indirectly to employees of the Nigerian government,
(b) improper payments were made by certain foreign affiliated entities to Nigerian employees of certain customers
with whom we have contracts, (c) inadequate employee payroll declarations and, in certain instances, tax payments
were made by us or our affiliated entities in certain jurisdictions, (d) inadequate valuations for customs purposes may
have been declared in certain jurisdictions resulting in the underpayment of import duties, and (e) an affiliated entity
in a South American country, with the assistance of our personnel and two of our other affiliated entities, engaged in
transactions which appear to have assisted the South American entity in the circumvention of currency transfer
restrictions and other regulations. In addition, as a result of the Internal Review, the Audit Committee and
management determined that there were deficiencies in our books and records and internal controls with respect to the
foregoing and certain other activities.

Based on the Audit Committee s findings and recommendations, the Board of Directors has taken disciplinary action
with respect to our personnel who it determined bore responsibility for these matters. The disciplinary actions
included termination or resignation of employment (including of certain members of senior management), changes of
job responsibility, reductions in incentive compensation payments and reprimands. One of our affiliates has also
obtained the resignation of certain of its personnel.

We have initiated remedial action, including initiating action to correct underreporting of payroll tax, disclosing to
certain customers inappropriate payments made to customer personnel and terminating certain agency, business and
joint venture relationships. We also have taken steps to reinforce our commitment to conduct our business with
integrity by creating an internal corporate compliance function, instituting a new code of business conduct (our new
code of business conduct entitled Code of Business Integrity is available on our website,
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http://www.bristowgroup.com), and developing and implementing a training program for all employees. In addition to
the disciplinary actions referred to above, we have also taken steps to strengthen our control environment by hiring
new key members of senior and financial management, including persons with appropriate technical accounting
expertise, expanding our corporate finance group and internal audit staff, realigning reporting lines within the
accounting function so that field accounting reports directly to the corporate accounting function instead of operations
management, and improving the management of our tax structure to comply with its intended design. Our compliance
program has also begun full operation, and clear corporate policies have been established and communicated to our
relevant personnel related to employee expenses, delegation of authority, revenue recognition and customer billings.
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We have communicated the Audit Committee s conclusions with respect to the findings of the Internal Review to
regulatory authorities in some, but not all, of the jurisdictions in which the relevant activities took place. We are in the
process of gathering and analyzing additional information related to these matters, and expect to disclose the Audit
Committee s conclusions to regulatory authorities in other jurisdictions once this process has been completed. Such
disclosure may result in legal and administrative proceedings, the institution of administrative, civil injunctive or
criminal proceedings involving us and/or current or former employees, officers and/or directors who are within the
jurisdictions of such authorities, the imposition of fines and other penalties, remedies and/or sanctions, including
precluding us from participating in business operations in their countries. To the extent that violations of the law may
have occurred in several countries in which we operate, we do not yet know whether such violations can be cured
merely by the payment of fines or whether other actions may be taken against us, including requiring us to curtail our
business operations in one or more such countries for a period of time. In the event that we curtail our business
operations in any such country, we then may face difficulties exporting our aircraft from such country. As of

March 31, 2006, the book values of our aircraft in Nigeria and the South American country where certain improper
activities took place were approximately $115.9 million and $8.1 million, respectively.

We cannot predict the ultimate outcome of the SEC investigation, nor can we predict whether other applicable U.S.
and foreign governmental authorities will initiate separate investigations. The outcome of the SEC investigation and
any related legal and administrative proceedings could include the institution of administrative, civil injunctive or
criminal proceedings involving us and/or current or former employees, officers and/or directors, the imposition of
fines and other penalties, remedies and/or sanctions, modifications to business practices and compliance programs
and/or referral to other governmental agencies for other appropriate actions. It is not possible to accurately predict at
this time when matters relating to the SEC investigation will be completed, the final outcome of the SEC
investigation, what if any actions may be taken by the SEC or by other governmental agencies in the U.S. or in foreign
jurisdictions, or the effect that such actions may have on our consolidated financial statements. In addition, in view of
the findings of the Internal Review, we are likely to encounter difficulties in the future conducting business in Nigeria
and a South American country, and with certain customers. It is also possible that certain of our existing contracts may
be cancelled (although none have been cancelled as of the date of filing of this Annual Report) and that we may
become subject to claims by third parties, possibly resulting in litigation. The matters identified in the Internal Review
and their effects could have a material adverse effect on our business, financial condition and results of operations.

In connection with its conclusions regarding payroll declarations and tax payments, the Audit Committee determined
on November 23, 2005, following the recommendation of our senior management, that there was a need to restate our
historical consolidated financial statements, including those for the quarterly periods in fiscal year 2005. Such
restatement was reflected in our fiscal year 2005 Annual Report. As of March 31, 2006, we have accrued an aggregate
of $20.1 million for the taxes, penalties and interest attributable to underreported employee payroll. Operating income
for fiscal years 2006, 2005 and 2004 includes $4.3 million, $3.8 million and $4.2 million, respectively, attributable to
this accrual. At this time, we cannot estimate what additional payments, fines, penalties and/or litigation and related
expenses may be required in connection with the matters identified as a result of the Internal Review, the SEC
investigation, and/or any other related regulatory investigation that may be instituted or third-party litigation;
however, such payments, fines, penalties and/or expenses could have a material adverse effect on our business,
financial condition and results of operations.

As we continue to respond to the SEC investigation and other governmental authorities and take other actions relating
to improper activities that have been identified in connection with the Internal Review, there can be no assurance that
restatements, in addition to those reflected in our fiscal year 2005 Annual Report, will not be required or that our
historical financial statements included in this Annual Report will not change or require further amendment. In
addition, new issues may be identified that may impact our financial statements and the scope of the restatements
described in this Annual Report and lead us to take other remedial actions or otherwise adversely impact us.
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In addition, we face legal actions relating to the remedial actions which we have taken as a result of the Internal
Review, and may face further legal action of this type in the future. In November 2005, two of our consolidated
foreign affiliates were named in a lawsuit filed with the High Court of Lagos State, Nigeria by Mr. Benneth Osita
Onwubealili and his affiliated company, Kensit Nigeria Limited, which allegedly acted as agents of our affiliates in
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Nigeria. The claimants allege that an agreement between the parties was terminated without justification and seek
damages of $16.3 million. We have responded to this claim and are continuing to investigate this matter.

Document Subpoena from U.S. Department of Justice

On June 15, 2005, we issued a press release disclosing that one of our subsidiaries had received a document subpoena
from the Antitrust Division of the DOJ. Contemporaneously, similar subpoenas were served on two of our former
executive officers. Contemporaneously, similar subpoenas were served on two of our former executive officers. The
subpoena relates to a grand jury investigation of potential antitrust violations among providers of helicopter
transportation services in the U.S. Gulf of Mexico. We are continuing to investigate this matter and are providing the
information that the DOJ has requested from us in the investigation. The outcome of the DOJ investigation and any
related legal and administrative proceedings could include civil injunctive or criminal proceedings, the imposition of
fines and other penalties, remedies and/or sanctions, referral to other governmental agencies and/or the payment of
damages in civil litigation. It is not possible to predict accurately at this time when the government investigation
described above will be completed. Based on current information, we cannot predict the outcome of such investigation
or what, if any, actions may be taken by the DOJ or other U.S. agencies or authorities or the effect that they may have
on us.

Environmental Contingencies

The United States Environmental Protection Agency ( EPA ) has in the past notified us that we are a potential
responsible party, or PRP, at four former waste disposal facilities that are on the National Priorities List of
contaminated sites. Under the federal Comprehensive Environmental Response, Compensation, and Liability Act, also
known as the Superfund law, persons who are identified as PRPs may be subject to strict, joint and several liability for
the costs of cleaning up environmental contamination resulting from releases of hazardous substances at National
Priorities List sites. We were identified by the EPA as a PRP at the Western Sand and Gravel Superfund site in Rhode
Island in 1984, at the Sheridan Disposal Services Superfund site in Waller County, Texas in 1989, at the Gulf Coast
Vacuum Services Superfund site near Abbeville, Louisiana in 1989, and at the Operating Industries, Inc. Superfund
site in Monterey Park, California in 2003. We have not received any correspondence from the EPA with respect to the
Western Sand and Gravel Superfund site since February 1991, nor with respect to the Sheridan Disposal Services
Superfund site since 1989. Remedial activities at the Gulf Coast Vacuum Services Superfund site were completed in
September 1999 and the site was removed from the National Priorities List in July 2001. The EPA has offered to
submit a settlement offer to us in return for which we would be recognized as a de minimis party in regard to the
Operating Industries Superfund site, but we have not yet received this settlement proposal. Although we have not
obtained a formal release of liability from the EPA with respect to any of these sites, we believe that our potential
liability in connection with these sites is not likely to have a material adverse effect on our business, financial
condition or results of operations.

Other Matters

We are involved from time to time in various litigation and regulatory matters arising in the ordinary course of
business. The amount, if any, of our ultimate liability with respect to these matters cannot be determined, but we do
not expect the resolution of any pending matters to have a material adverse effect on our business or financial
condition.

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

Not applicable.
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PART II
Item 5. Market for the Registrant s Common Equity and Related Stockholder Matters
Beginning on February 6, 2006, our Common Stock has been listed on the NYSE under the symbol BRS. Prior to that
date, our Common Stock was listed on the NYSE under the symbol OLG. Prior to becoming listed on the NYSE in
2003, our Common Stock had been quoted on the NASDAQ National Market system since 1984.
The following table shows the range of closing prices for our Common Stock during each quarter of our last two fiscal

years.

Fiscal Year Ended March 31,

2006 2005
High Low High Low
First Quarter $ 3493 $ 27.78 $ 28.16 $ 21.85
Second Quarter 37.00 32.10 34.42 27.08
Third Quarter 36.86 29.17 38.05 32.47
Fourth Quarter 36.50 27.67 35.12 29.10

As of May 31, 2006, there were 711 holders of record of our Common Stock.
We have not paid dividends on our Common Stock since January 1984. We do not intend to declare or pay regular
dividends on our Common Stock in the foreseeable future. Instead, we generally intend to invest any future earnings
in our business. Subject to Delaware law, our Board of Directors will determine the payment of future dividends on
our Common Stock, if any, and the amount of any dividends in light of:

any applicable contractual restrictions limiting our ability to pay dividends;

our earnings and cash flows;

our capital requirements;

our financial condition; and

other factors our Board of Directors deems relevant.

On June 20, 2003, we issued $230 million of 61/8% Senior Notes due 2013. The terms of these Senior Notes restrict
our payment of cash dividends to stockholders.

Please refer to Item 12 of this Annual Report for information concerning securities authorized under our equity
compensation plans.

Item 6. Selected Financial Data
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The following table contains our selected historical consolidated financial data. You should read this table along with
Management s Discussion and Analysis of Financial Condition and Results of Operations and the Consolidated
Financial Statements and Notes to Consolidated Financial Statements that are included elsewhere in this Annual
Report.

Fiscal Year Ended March 31,
2004
2006(1) 2005(1) 12)A3) 2003 2002
(In thousands, except per share data)

Statement of Income Data: (4)

Gross revenue $ 768,940 $ 673,646 S 617,001 $ 601,550 $ 552,913
Net income 57,809 51,560 49,825 40,404 42,039
Net income per common share:
Basic 2.48 2.24 2.21 1.80 1.91
Diluted 2.45 2.21 2.15 1.67 1.75
Cash dividends
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March 31,
2006 2005 2004 2003 2002
(In thousands)
Balance Sheet Data: (4)
Total assets $ 1,176,413 $ 1,149,576 $ 1,046,828 $ 906,031 $ 807,301
Long-term debt, including current
maturities 265,296 262,080 255,534 232,818 208,014

(1) Effective July 1, 2003, we changed the useful lives of certain of our aircraft to 15 years from a range of seven to
ten years. The effect of this change for fiscal years 2006, 2005 and 2004 was a reduction in depreciation expense
(after tax) of $2.9 million, $2.9 million and $2.3 million, respectively.

(2) Results for fiscal year 2004 include $21.7 million ($15.7 million, net of tax) of curtailment gain relating to the
pension plan discussed in Note 9 in the Notes to Consolidated Financial Statements included elsewhere in this
Annual Report.

(3) Results for fiscal year 2004 include $6.2 million in loss on extinguishment of debt related to notes redeemed in
that fiscal year. See discussion in Note 5 in the Notes to Consolidated Financial Statements included elsewhere in
this Annual Report.

(4) Results of operations and financial position of companies that we have acquired have been included beginning on
the respective dates of acquisition and include Aviashelf (July 2004), Pan African Airlines (Nigeria) Ltd. (July
2002), and Turbo Engines Inc. (formerly Pueblo Automotive) (December 2001).

Item 7. Management s Discussion and Analysis of Financial Condition and Results of Operations

Management s Discussion and Analysis of Financial Condition and Results of Operations should be read in

conjunction with Forward-Looking Statements , Item 1A. Risk Factors and our Consolidated Financial Statements for
fiscal years 2006, 2005 and 2004, and the related notes thereto, all of which are included elsewhere in this Annual

Report.

Executive Overview

This Executive Overview only includes what management considers to be the most important information and
analysis for evaluating our financial condition and operating performance. It provides the context for the discussion
and analysis of the financial statements which follows and does not disclose every item bearing on our financial
condition and operating performance.

General

We are a leading provider of helicopter transportation services to the worldwide offshore oil and gas industry with
major operations in the U.S. Gulf of Mexico and the North Sea. We also have operations, both directly and indirectly,
in most of the other major offshore oil and gas producing regions of the world, including Alaska, Australia, Brazil,
China, Egypt, Kazakhstan, Malaysia, Mexico, Nigeria, Russia, Trinidad and Turkmenistan. Additionally, we are a
leading provider of production management services for oil and gas production facilities in the U.S. Gulf of Mexico.
As of March 31, 2006, we owned or leased 331 aircraft (including eight aircraft held for sale), and our unconsolidated
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affiliates operated an additional 146 aircraft throughout the world (excluding those aircraft leased from us).

We conduct our business in two segments: Helicopter Services and Production Management Services. The Helicopter
Services segment conducts its operations through seven business units:

North America;

South and Central America;
Europe;

West Africa;
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Southeast Asia;
Other International; and
EH Centralized Operations.

During fiscal year 2006, our North America, South and Central America, Europe, West Africa, Southeast Asia, Other
International and EH Centralized Operations business units contributed 26%, 6%, 31%, 14%, 8%, 4% and 2%,
respectively, of our gross revenue. Our Production Management Services segment contributed the remaining 9% of
our gross revenue in fiscal year 2006.

Our operating revenue depends on the demand for our services and the pricing terms of our contracts. We measure the
demand for our helicopter services in flight hours. Demand for our services depends on the level of worldwide
offshore oil and gas exploration, development and production activities. We believe that our customers exploration
and development activities are influenced by actual and expected trends in commodity prices for oil and gas.
Exploration and development activities generally use medium-size and larger aircraft on which we typically earn
higher margins. We believe that production-related activities are less sensitive to variances in commodity prices, and
accordingly, provide more stable activity levels and revenue stream. We estimate that a majority of our operating
revenue from Helicopter Services is related to the production activities of the oil and gas companies.

Helicopter Services are seasonal in nature, as our flight activities are influenced by the length of daylight hours and
weather conditions. The worst of these conditions typically occurs during the winter months when our ability to safely
fly and our customers ability to safely conduct their operations, is inhibited. Accordingly, our flight activity is
generally lower in the fourth fiscal quarter.

Our helicopter contracts are generally based on a two-tier rate structure consisting of a daily or monthly fixed fee plus
additional fees for each hour flown. We also provide services to customers on an ad hoc basis, which usually entails a
shorter notice period and shorter duration. Our charges for ad hoc services are generally based on an hourly rate, or a
daily or monthly fixed fee plus additional fees for each hour flown. Generally, our ad hoc services have a higher

margin than our other helicopter contracts due to supply and demand dynamics. In addition, our standard rate structure
is based on fuel costs remaining at or below a predetermined threshold. Fuel costs in excess of this threshold are
generally charged to the customer. We also derive revenue from reimbursements for third party out-of-pocket costs

such as certain landing and navigation costs, consultant salaries, travel and accommodation costs, and dispatcher
charges. The costs incurred that are rebilled to our customers are presented as reimbursable expense and the related
revenue is presented as reimbursable revenue in our consolidated statements of income.

Our helicopter contracts are for varying periods and in certain cases permit the customer to cancel the charter before
the end of the contract term. These contracts provide that the customer will reimburse us for cost increases associated
with the contract and are cancelable by the customer with notice of generally 30 days in the U.S. Gulf of Mexico, 90
to 180 days in Europe and 90 days in West Africa. In North America, we generally enter into short-term contracts for
twelve months or less, although we occasionally enter into longer-term contracts. In Europe, contracts are longer term,
generally between two and five years. In South and Central America, West Africa, Southeast Asia and Other
International, contract length generally ranges from three to five years. At the expiration of a contract, our customers
often negotiate renewal terms with us for the next contract period. In other instances, customers solicit new bids at the
expiration of a contract. Contracts are generally awarded based on a number of factors, including price, quality of
service, equipment and record of safety. An incumbent operator has a competitive advantage in the bidding process
based on its relationship with the customer, its knowledge of the site characteristics and its understanding of the cost
structure for the operations.
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Maintenance and repair expenses, training costs, employee wages and insurance premiums represent a significant
portion of our overall expenses. Our production management costs also include contracted transportation services. We
expense maintenance and repair costs, including major aircraft component overhaul costs, as the costs are incurred. As
a result, our earnings in any given period are directly impacted by the amount of our maintenance and repair expenses
for that period. In certain instances, major aircraft components, primarily engines and transmissions, are maintained
by third-party vendors under contractual arrangements. Under these agreements, we are charged an agreed amount per
hour of flying time.
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As a result of local laws limiting foreign ownership of aviation companies, we conduct helicopter services in many
foreign countries through interests in affiliates, some of which are unconsolidated. Generally, we realize revenue from
these foreign operations by leasing aircraft and providing services and technical support to those entities. We also
receive dividend income from the earnings of some of these entities. For additional information about these
unconsolidated affiliates, see Note 3 in the Notes to Consolidated Financial Statements included elsewhere in this
Annual Report.

Market Outlook

Worldwide demand for hydrocarbons is expected to continue to grow for the foreseeable future. This growth, driven
largely by economic expansion, is expected to result in sustained strength in oil and natural gas prices, driving further
increases in offshore exploration and development activity by our customers. We believe this increase in offshore
exploration and development activity is also likely to lead to growth in production related activities as these
development projects come on stream. As a result of the current commodity price environment, we have experienced
an increase in aircraft fleet utilization in all of our present markets and expect this trend to continue. In addition, as
operators increasingly pursue prospects in deepwater and push further offshore, we expect demand for medium and
large helicopters to be further stimulated.

In particular, we expect growth in demand for additional helicopter support in North and South America, West Africa
and Asia, including the Caspian Sea region. We expect that the relative importance of our Southeast Asia and Other
International business units will continue to increase as the major oil and gas companies increasingly focus on
prospects outside of North America and the North Sea. This growth will provide us with opportunities to add new
aircraft to our fleet, as well as opportunities to redeploy aircraft from weaker markets into markets that will sustain
higher rates for our services. Currently, helicopter manufacturers are indicating very limited supply availability during
the next three years. We expect that this tightness in aircraft availability from the manufacturers and the lack of
suitable aircraft in the secondary market, coupled with the increase in demand for helicopter support, will result in
upward pressure on the rates we charge for our services. At the same time, we believe that our recent aircraft
acquisitions and commitments position us to capture a portion of the upside created by the current market conditions.

Current activity levels in the Gulf of Mexico are at or near all-time highs. In the near term, we also believe that the
impact of hurricanes Katrina and Rita will continue to result in higher activity levels as operators repair facilities and
work to bring production back on line.

While contracts in the North Sea are generally long term, we have experienced a trend of increased spot market
contracting of helicopters as exploration activity has increased in the North Sea. Our Other International operations
have experienced high customer demand for aircraft to support new and ongoing operations, and we expect this trend
to continue. Due to the current high levels of fleet utilization, we have experienced, along with other helicopter
operators, some difficulty in meeting our customers needs for short-notice exploration drilling support, particularly in
remote international locations.

Despite our expectations of growth in demand for helicopter support, our operations in Nigeria and a South American
country may be negatively affected as a result of our remedial actions taken in connection with the Internal Review, as
discussed in more detail below under Investigations.
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Overview of Operating Results

The following table presents our operating results and other income statement information for the applicable periods:

Fiscal Year Ended March 31,

2006 2005 2004
(In thousands)

Gross revenue:
Operating revenue $ 688,719 $ 608,922 $ 558,137
Reimbursable revenue 80,221 64,724 58,864
Total gross revenue 768,940 673,646 617,001
Operating expense:
Direct cost 512,518 454,836 417,359
Reimbursable expense 78,525 63,303 58,090
Depreciation and amortization 42,256 40,693 39,543
General and administrative 61,948 45,245 38,892
Gain on disposal of assets (102) (8,039) (3,943)
Curtailment gain (21,665)
Total operating expense 695,145 596,038 528,276
Operating income 73,795 77,608 88,725
Earnings from unconsolidated affiliates, net 6,758 9,600 11,039
Interest expense, net (10,530) (12,477) (15,140)
Loss on extinguishment of debt (6,205)
Other income (expense), net 4,612 (1,126) (7,810)
Income before provision for income taxes and minority interest 74,635 73,605 70,609
Provision for income taxes 16,607 21,835 19,402
Minority interest (219) (210) (1,382)
Net income $ 57,809 $ 51,560 $ 49,825

Fiscal Year 2006 Compared to Fiscal Year 2005

Our gross revenue increased to $768.9 million, an increase of 14.1%, for fiscal year 2006 from $673.6 million for
fiscal year 2005. The increase in gross revenue was noted in both our Helicopter Services segment and our Production
Management Services segment. Helicopter Services contributed to most of the increase with improvements for North
America, resulting from an increase in flight hours and rates, and improvements in Europe, resulting from higher rates
and new contracts. Our operating expenses for fiscal year 2006 increased to $695.1 million, an increase of 16.6%,
from $596.0 million for fiscal year 2005. The increase was primarily a result of higher costs associated with higher
activity levels, higher labor costs, higher fuel rates (which are generally recovered from our customers) and higher
professional fees related to the Internal Review and DOJ investigations. In addition, we had a gain on disposal of
assets of $0.1 million for fiscal year 2006 compared to a gain on disposal of assets of $8.0 million for fiscal year 2005.
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As a result of the higher professional fees and lower gains on disposals of assets, our operating income and operating
margin for fiscal year 2006 decreased to $73.8 million and 9.6%, respectively, compared to $77.6 million and 11.5%,
respectively, for fiscal year 2005.

Net income for fiscal year 2006 of $57.8 million represents a $6.2 million increase from fiscal year 2005. This
increase primarily resulted from the decrease in the overall effective tax rate from 29.7% to 22.3% primarily due to
the reversal of reserves for tax contingencies in fiscal year 2006 and foreign exchange gains of $5.4 million in fiscal
year 2006 compared to foreign exchange losses of $1.3 million in fiscal year 2005.
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Fiscal Year 2005 Compared to Fiscal Year 2004

Our gross revenue increased to $673.6 million, an increase of 9.2%, for fiscal year 2005 from $617.0 million for fiscal
year 2004. The increase in gross revenue for our Helicopter Services segment was primarily due to higher third-party
revenue from rate increases in our North America business unit and a favorable change in the mix of aircraft in our
other Helicopter Services business units as compared to fiscal year 2004. Gross revenue from our Production
Management Services segment increased due to additional activity from a major customer. Our operating expense for
fiscal year 2005 increased to $596.0 million, an increase of 12.8%, from $528.3 million in fiscal year 2004. The
increase was primarily a result of higher labor and maintenance costs in fiscal year 2005 and a $21.7 million
curtailment gain reflected in operating expense for fiscal year 2004. Our operating income and operating margin for
fiscal year 2005 decreased to $77.6 million and 11.5%, respectively, compared to $88.7 million and 14.4%,
respectively, in fiscal year 2004. However, excluding the curtailment gain of $21.7 million in fiscal year 2004, our
operating income and operating margin for fiscal year 2005 increased compared to fiscal year 2004 primarily as a
result of higher revenue.

Net income for fiscal year 2005 was $51.6 million, compared to net income of $49.8 million in fiscal year 2004.
Excluding the curtailment gain discussed above, our net income for fiscal year 2005 increased by $17.5 million
compared to fiscal year 2004, primarily as a result of higher revenue and a decrease in other expense. Other expenses
decreased due to lower foreign exchange losses in fiscal year 2005 as compared to fiscal year 2004 and the

$6.2 million loss on extinguishment of debt charged to expense during fiscal year 2004.

Internal Review

In February 2005, we voluntarily advised the staff of the SEC that the Audit Committee of our Board of Directors had
engaged special outside counsel to undertake a review of certain payments made by two of our affiliated entities in a
foreign country. The review of these payments, which initially focused on Foreign Corrupt Practices Act matters, was
subsequently expanded by such special outside counsel to cover operations in other countries and other issues. In
connection with this review, special outside counsel to the Audit Committee retained forensic accountants. As a result
of the findings of the Internal Review, our fiscal year 2005 Annual Report reflected our restated financial statements.
For further information on the restatements, see our fiscal year 2005 Annual Report.

The SEC then notified us that it had initiated an informal inquiry and requested that we provide certain documents on
a voluntary basis. The SEC thereafter advised us that the inquiry has become a formal investigation. We have
responded to the SEC s requests for documents and intend to continue to do so.

The Internal Review is complete. All known required restatements were reflected in the financial statements included
in our fiscal year 2005 Annual Report, and no further restatements were required in this fiscal year 2006 Annual
Report. As a follow-up to matters identified during the course of the Internal Review, special counsel to the Audit
Committee is completing certain work, and may be called upon to undertake additional work in the future to assist in
responding to inquiries from the SEC, from other governmental authorities or customers, or as follow-up to the
previous work performed by such special counsel.

For additional discussion of the SEC investigation, the Internal Review, and related proceedings, see Item 3. Legal
Proceedings Internal Review included elsewhere in this Annual Report.

We have communicated the Audit Committee s conclusions with respect to the findings of the Internal Review to
regulatory authorities in some, but not all, of the jurisdictions in which the relevant activities took place. We are in the
process of gathering and analyzing additional information related to these matters, and expect to disclose the Audit
Committee s conclusions to regulatory authorities in other jurisdictions once this process has been completed. Such
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disclosure may result in legal and administrative proceedings, the institution of administrative, civil injunctive or
criminal proceedings involving us and/or current or former employees, officers and/or directors who are within the
jurisdictions of such authorities, the imposition of fines and other penalties, remedies and/or sanctions, including
precluding us from participating in business operations in their countries. To the extent that violations of the law may
have occurred in several countries in which we operate, we do not yet know whether such violations can be cured
merely by the payment of fines or whether other actions may be taken against us, including requiring us to curtail our
business operations in one or more such countries for a period of time. In the event that we
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curtail our business operations in any such country, we then may face difficulties exporting our aircraft from such
country. As of March 31, 2006, the book values of our aircraft in Nigeria and the South American country where
certain improper activities took place were approximately $115.9 million and $8.1 million, respectively.

We cannot predict the ultimate outcome of the SEC investigation, nor can we predict whether other applicable U.S.
and foreign governmental authorities will initiate separate investigations. The outcome of the SEC investigation and
any related legal and administrative proceedings could include the institution of administrative, civil injunctive or
criminal proceedings involving us and/or current or former employees, officers and/or directors, the imposition of
fines and other penalties, remedies and/or sanctions, modifications to business practices and compliance programs
and/or referral to other governmental agencies for other appropriate actions. It is not possible to accurately predict at
this time when matters relating to the SEC investigation will be completed, the final outcome of the SEC
investigation, what if any actions may be taken by the SEC or by other governmental agencies in the U.S. or in foreign
jurisdictions, or the effect that such actions may have on our consolidated financial statements. In addition, in view of
the findings of the Internal Review, we are likely to encounter difficulties in the future conducting business in Nigeria
and a South American country, and with certain customers. It is also possible that certain of our existing contracts may
be cancelled (although none have been cancelled as of the date of filing of this Annual Report) and that we may
become subject to claims by third parties, possibly resulting in litigation. The matters identified in the Internal Review
and their effects could have a material adverse effect on our business, financial condition and results of operations.

As we continue to respond to the SEC investigation and other governmental authorities and take other actions relating
to improper activities that have been identified in connection with the Internal Review, there can be no assurance that
restatements, in addition to those reflected in our fiscal year 2005 Annual Report, will not be required or that our
historical financial statements included in this Annual Report will not change or require further amendment. In
addition, new issues may be identified that may impact our financial statements and the scope of the restatements
described in this Annual Report and lead us to take other remedial actions or otherwise adversely impact us.

During fiscal year 2005, we incurred approximately $2.2 million in legal and other professional costs in connection
with the Internal Review. During fiscal year 2006, we incurred an additional $10.5 million in legal and other
professional costs related to the Internal Review. We expect to incur additional costs associated with the Internal
Review, which will be expensed as incurred and which could be significant in the fiscal quarters in which they are
recorded.

As a result of the disclosure and remediation of a number of activities identified in the Internal Review, we expect to
encounter difficulties conducting business in certain foreign countries and retaining and attracting additional business
with certain customers. We cannot predict the extent of these difficulties; however, our ability to continue conducting
business in these countries and with these customers and through these agents may be significantly impacted.

We have commenced actions to disclose activities in Nigeria identified in the Internal Review to affected customers,
and one or more of these customers may seek to cancel their contracts with us. One of such customers already has
commenced its own investigation. Among other things, we have been advised that such customer intends to exercise
its rights to audit a specific contract, as well as to review its other relations with us. Although we have no indication as
to what the final outcome of the audit and review will be, it is possible that such customer may seek to cancel one or
more existing contracts if it believes that they were improperly obtained or that we breached any of their terms. Since
our customers in Nigeria are affiliates of major international petroleum companies, with whom we do business
throughout the world, any actions which are taken by certain customers could have a material adverse effect on our
business, financial position and results of operations, and these customers may preclude us from bidding on future
business with them either locally or on a worldwide basis. In addition, applicable governmental authorities may
preclude us from bidding on contracts to provide services in the countries where improper activities took place.
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In connection with the Internal Review, we also have terminated our business relationship with certain agents and
have taken actions to terminate business relationships with other agents. One of the terminated agents and his
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affiliated entity have commenced litigation against two of our foreign affiliated entities claiming damages of
$16.3 million for breach of contract.

We may be required to indemnify certain of our agents to the extent that regulatory authorities seek to hold them
responsible in connection with activities identified in the Internal Review.

In a South American country where certain improper activities took place, we are negotiating to terminate our
ownership interest in the joint venture that provides us with the local ownership content necessary to meet local
regulatory requirements for operating in that country. We may not be successful in our negotiations to terminate our
ownership interest in the joint venture, and the outcome of such negotiations may negatively affect our ability to
continue leasing our aircraft to the joint venture or other unrelated operating companies, to conduct other business in
that country, to export our aircraft from that country, or to recover our investment in the joint venture. We believe that
it is unlikely that we will recover the value of our investment in the joint venture, and therefore we recorded an
impairment charge of $1.0 million during fiscal year 2006 to reduce the recorded value of our investment in the joint
venture. During fiscal years 2006 and 2005, we derived approximately $8.0 million and $10.2 million, respectively, of
leasing and other revenues from this joint venture, of which $4.0 million and $3.2 million, respectively, was paid by
us to a third party for the use of the aircraft. In addition, during fiscal year 2005, approximately $0.3 million of
dividend income was derived from this joint venture.

Without a joint venture partner, we will be unable to maintain an operating license and our future activities in that
country may be limited to leasing our aircraft to unrelated operating companies. Our joint venture partners and agents
are typically influential members of the local business community and instrumental in aiding us in obtaining contracts
and managing our affairs in the local country. As a result of terminating these relationships, our ability to continue
conducting business in these countries where the improper activities took place may be negatively affected.

Many of the improper actions identified in the Internal Review resulted in decreasing the costs incurred by us in
performing our services. The remedial actions we are taking will result in an increase in these costs and, if we cannot
raise our prices simultaneously and to the same extent as our increased costs, our operating income will decrease.

For additional information regarding the Internal Review, see Item 3. Legal Proceedings Internal Review .
Document Subpoena from U.S. Department of Justice

On June 15, 2005, we issued a press release disclosing that one of our subsidiaries had received a document subpoena
from the Antitrust Division of the DOJ. Contemporaneously, similar subpoenas were served on two of our former
executive officers. The subpoena relates to a grand jury investigation of potential antitrust violations among providers
of helicopter transportation services in the U.S. Gulf of Mexico. We are continuing to investigate this matter and are
providing the information that the DOJ has requested from us in the investigation. The outcome of the DOJ
investigation and any related legal and administrative proceedings could include civil injunctive or criminal
proceedings, the imposition of fines and other penalties, remedies and/or sanctions, referral to other governmental
agencies and/or the payment of damages in civil litigation. It is not possible to predict accurately at this time when the
government investigation described above will be completed. Based on current information, we cannot predict the
outcome of such investigation or what, if any, actions may be taken by the DOJ or other U.S. agencies or authorities
or the effect that they may have on us. To date, we have not identified any material adjustments to our financial
statements in connection with the investigation and do not expect, based on information developed to date, that any
such adjustment is likely to be required. We expect to incur costs associated with this investigation, which will be
expensed as incurred and which could be significant in the fiscal quarters in which they are recorded.
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For additional information regarding the DOJ investigation, see Item 3. Legal Proceedings Document Subpoena from
U.S. Department of Justice .
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Other Matters
Fiscal Year 2006 and Following

In May 2006, we extended our contract with a major customer to March 31, 2008, under which we will provide and
operate two large and two medium helicopters. The contract is not cancelable by the customer during the first
12 months and 180 days cancelation notice is required in the second 12 months.

On December 30, 2005, we sold nine aircraft for $68.6 million in aggregate to a subsidiary of General Electric Capital
Corporation and then leased back each of the nine aircraft under separate operating leases with terms of ten years
expiring in January 2016. There was a deferred gain on the sale of the aircraft in the amount of approximately

$10.8 million in aggregate, which is being amortized over the lease term. See  Liquidity and Capital

Resources Financing Activities for further information related to this transaction.

In December 2005, we were informed that we were not awarded the contract extension commencing in mid-2007 to
provide search and rescue services using seven S-61 aircraft and operate four helicopter bases for the U.K. Maritime
and Coastguard Agency ( MCA ). The MCA has the option to extend our agreement through July 2009, and we expect
that the transition of work will take place, one base at a time, over a period of at least one year. At the end of the
agreement and any transition period, we expect that we will either be able to employ these aircraft for other customers
or trade the aircraft in for new aircraft being purchased. We are currently evaluating our options related to these

aircraft. In fiscal years 2006 and 2005, we had $27.4 million and $26.4 million, respectively, in operating revenues
associated with this contract.

In May 2005, Bristow Aviation was awarded a three-year extension to the Integrated Aviation Consortium ( IAC )
contract. This extension began on July 1, 2005 and will continue the utilization of five large aircraft.

As previously discussed, we employ approximately 300 pilots in our North American Operations who are represented
by the OPEIU under a collective bargaining agreement. We and the pilots represented by the OPEIU ratified an
amended collective bargaining agreement on April 4, 2005. The terms under the amended agreement are fixed until
October 3, 2008 and include a wage increase for the pilot group and improvements to several benefit plans that we do
not expect to have a material effect on our future operating expenses.

We are currently involved in negotiations with the unions in Nigeria and anticipate that we will increase certain
benefits for union personnel as a result of these negotiations. We do not expect these benefit increases to have a
material impact on our results of operations.

Prior to Fiscal Year 2006

In January 2005, Bristow Aviation was awarded two contracts to provide helicopter services in the North Sea. The
first is a seven-year contract that began on July 1, 2005 and is for a total of two large and four medium aircraft. The
second contract is a five-year contract that began on April 1, 2005 and utilizes two large aircraft. Additionally,
Bristow Aviation was awarded the renewal of a contract in Nigeria with an international oil company in January 2005
for a minimum of five medium aircraft. The contract term is for five years beginning on April 1, 2005.

In November 2004, we sold certain contracts held by one of our technical services subsidiaries to an existing joint
venture. The remaining operations of the subsidiary were downsized by ceasing to perform certain services for third
parties that had generated poor financial results during the prior two years. As a result of the downsizing, we reduced
staffing levels by 80 positions in our Europe business unit over a nine-month period ended on December 31, 2004.
Approximately $3.1 million in severance costs and approximately $76,000 in other related costs have been incurred as
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On July 15, 2004, Bristow Aviation, through certain wholly-owned subsidiaries, acquired an interest in an operation in
Russia in an arm s-length transaction with previously unrelated parties. This transaction included the purchase of a
48.5% interest in Aviashelf, a Russian helicopter company that owns five large twin-engine helicopters.
Simultaneously, through two newly formed 51%-owned companies, Bristow Aviation purchased two large
twin-engine helicopters and two fixed-wing aircraft, for an aggregate purchase price of $10.7 million. The acquisition
was accounted for under the purchase method, and we have consolidated the results of Aviashelf from the date of
acquisition. The acquisition was financed with $2.0 million of existing cash and the assumption of
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$8.7 million in debt. The purchase price was allocated to the assets and liabilities acquired based upon estimated fair
values. No goodwill was recorded. The pro forma effect on operations of the acquisition as of the beginning of the
periods presented was not material to our consolidated statements of income.

In January 2004, we amended our defined benefit pension plan covering certain United Kingdom and other overseas
employees. The amendment, which was effective February 1, 2004, essentially removed the defined benefit feature for
a participant s future services and replaced it with a defined contribution arrangement. Under the new defined
contribution feature, we contribute a maximum of 7.35% of a participant s non-variable salary to a defined
contribution section of the plans. The participant is required to contribute a minimum of 5% of non-variable salary for
us to match the contribution. Participants were also given the option to transfer out of the plans. The net impact on our
statement of income as a result of these changes was a reduction in pension expense of approximately £1.4 million
($2.6 million) for our fourth quarter of fiscal year 2004. The above change to the plans constitutes a curtailment of
benefits and, accordingly, all previously deferred service gains or losses are immediately recognized in the statement
of income. At the date of the 2004 amendment, we had a deferred prior service gain of £11.9 million ($21.7 million),
or $0.65 per diluted share, related to prior plan amendments, which was recognized as a curtailment gain in fiscal year
2004.

Results of Operations

The following tables set forth certain operating information, which forms the basis for discussion of our Helicopter
Services and Production Management Services segments, and for the seven business units comprising our Helicopter
Services segment. Certain reclassifications have been made to prior year information to conform to the current
presentation of the Helicopter Services segment s business units. See Note 11 in the Notes to Consolidated Financial
Statements included elsewhere in this Annual Report for further information.

March 31,

2006 2005
Number of Aircraft:
Helicopter Services:
North America 170 166
South and Central America 32 34
Europe 40 42
West Africa 48 42
Southeast Asia 15 13
Other International 21 17
EH Centralized Operations 5 6
Consolidated total 331 320

Fiscal Year Ended March 31,

2006 2005 2004
Flight hours (excludes unconsolidated affiliates):
Helicopter Services:
North America 142,409 118,371 123,488
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Other International
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Edgar Filing: Bristow Group Inc - Form 10-K

35

38,469
38,648
34,185
12,119

6,711

272,541

42,351
35,542
31,918
11,547

3,389

243,118

44,657
37,479
30,059
10,643

2,919

249,245
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Gross revenue:

Helicopter Services:

North America

South and Central America
Europe

West Africa

Southeast Asia

Other International

EH Centralized Operations
Intrasegment eliminations

Total Helicopter Services(1)
Production Management Services(2)
Corporate

Intersegment eliminations

Consolidated total

Operating expense:(3)
Helicopter Services:

North America

South and Central America
Europe

West Africa

Southeast Asia

Other International

EH Centralized Operations
Curtailment gain allocated to Helicopter Services(4)
Intrasegment eliminations

Total Helicopter Services

Production Management Services

Gain on disposal of assets

Corporate

Curtailment gain allocated to Corporate(4)
Intersegment eliminations

Consolidated total

36

Fiscal Year Ended March 31,

2006

228,584
44,554
242,941
107,411
61,168
35,339
54,933
(65,876)

709,054

68,170

693
(8,977)

768,940

190,721
39,512
212,311
101,779
56,368
27,790
54,496

(65,876)
617,101
62,843

(102)
24,280

(8,977)

695,145

(In thousands)

$

2005

179,019
53,699

223,698
94,432
53,024
21,344
56,169

(60,567)

620,818

58,982

1,684
(7,838)

673,646

153,042
41,616
194,324
88,541
49,022
18,465
60,610

(60,567)

545,053
55,075
(8,039)
11,787
(7,838)

596,038

$

$

2004

172,138
52,580

211,499
77,205
43,329
10,821
72,177

(67,284)

572,465

49,815

1,529
(6,808)

617,001

143,715
39,605
194,190
76,104
40,943
9,097
69,853
(20,365)
(67,284)

485,858

47,301
(3,943)

7,168
(1,300)
(6,808)

528,276
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Operating income:

Helicopter Services:

North America

South and Central America

Europe

West Africa

Southeast Asia

Other International

EH Centralized Operations

Curtailment gain allocated to Helicopter Services(4)

Total Helicopter Services

Production Management Services

Gain on disposal of assets

Corporate

Curtailment gain allocated to Corporate(4)

Consolidated operating income
Earnings from unconsolidated affiliates
Interest income

Interest expense

Loss on extinguishment of debt

Other income (expense), net

Income before provision for income taxes and minority interest

Provision for income taxes
Minority interest

Net income

Operating margin:(5)
Helicopter Services:

North America

South and Central America
Europe

West Africa

Southeast Asia

Other International

EH Centralized Operations
Total Helicopter Services
Production Management Services
Consolidated total

See Notes on following page.
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Fiscal Year Ended March 31,

2006

2005

2004

(In thousands, except percentages)

$ 37,863
5,042
30,630
5,632
4,800
7,549

437

91,953

5,327

102
(23,587)

73,795
6,758
4,159

(14,689)

4,612

74,635
16,607
(219)

$ 57,809

16.6%
11.3%
12.6%
52%
7.8%
21.4%
0.8%
13.0%
7.8%
9.6%

$ 25977
12,083
29,374

5,891

4,002

2,879
(4,441)

75,765
3,907
8,039

(10,103)

77,608
9,600
3,188

(15,665)

(1,126)

73,605
21,835
(210)

$ 51,560

14.5%
22.5%
13.1%
6.2%
7.5%
13.5%
(7.9%
12.2%
6.6%
11.5%

$

$

28,423
12,975
17,309
1,101
2,386
1,724
2,324
20,365

86,607
2,514
3,943

(5,639)
1,300

88,725

11,039

1,689
(16,829)
(6,205)
(7,810)

70,609
19,402
(1,382)

49,825

16.5%
24.7%
8.2%
1.4%
5.5%
15.9%
3.2%
15.1%
5.0%
14.4%
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(1) Includes reimbursable revenue of $62.9 million, $53.6 million and $52.2 million for fiscal years 2006, 2005, and
2004, respectively.

(2) Includes reimbursable revenue of $17.3 million, $11.1 million and $6.7 million for fiscal years 2006, 2005, and
2004, respectively.

(3) Operating expenses include depreciation and amortization in the following amounts for the periods presented:

Fiscal Year Ended March 31,

2006 2005 2004
(In thousands)

Helicopter Services:

North America $ 16,899 $ 14,953 $ 12,693
South and Central America 2,064 2,110 2,516
Europe 497 507 505
West Africa 1,707 1,132 1,114
Southeast Asia 341 294 231
Other International 1,936 1,478 666
EH Centralized Operations 18,521 19,917 21,453
Total Helicopter Services 41,965 40,391 39,178
Production Management Services 196 194 166
Corporate 95 108 199
Consolidated total $ 42,256 $ 40,693 $ 39,543

(4) See discussion of the curtailment gain under Other Matters Prior to Fiscal Year 2006 above.
(5) Operating margin is calculated as gross revenues less operating expenses divided by gross revenues.
Fiscal Year 2006 compared to Fiscal Year 2005

Set forth below is a discussion of the results of operations of our segments and business units. Our consolidated results
are discussed under Executive Overview Overview of Operating Results above.

Helicopter Services

Gross revenue for Helicopter Services increased to $709.1 million, an increase of 14.2%, for fiscal year 2006 from
$620.8 million for fiscal year 2005, and operating expense increased to $617.1 million, an increase of 13.2%, from
$545.1 million for fiscal year 2005. This resulted in an operating margin of 13.0% for fiscal year 2006 compared to

12.2% for fiscal year 2005. Helicopter Services results are further explained below by business unit.

North America
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Gross revenue for North America increased to $228.6 million for fiscal year 2006 from $179.0 million for fiscal year
2005 and flight activity increased by 20.3%. This increase in gross revenue is due to: an increase in the number of
aircraft on month-to-month contracts for fiscal year 2006, as is reflected in the increase in flight activity; the effect in
fiscal year 2006 of an 8% rate increase for the U.S. Gulf of Mexico that was phased in beginning in May 2005 and, to
a lesser extent, an additional 10% rate increase for certain contracts that was effective on March 1, 2006 (that will be
phased in over the next fiscal year); and an increase in fuel surcharges as fuel prices have increased.

Operating expense for North America increased to $190.7 million for fiscal year 2006 from $153.0 million for fiscal
year 2005. The increase was primarily due to an increase in maintenance and salary costs due to increased flight
activity and higher fuel costs associated with both the increase in flight activity and a higher average cost per gallon.
In addition, direct costs for fiscal year 2006 include a $2.7 million charge related to obsolete inventory.

Operating margin for North America increased to 16.6% for fiscal year 2006 from 14.5% for fiscal year 2005
primarily due to the increase in rates discussed above.
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South and Central America

Gross revenue for South and Central America decreased to $44.6 million for fiscal year 2006 from $53.7 million for
fiscal year 2005 due to a 13.5% reduction in flight activity in Mexico and Brazil, offset in part by increased activity in
Trinidad. In Mexico, flight activity decreased 13.8% and revenue decreased 55.5% during fiscal year 2006 compared
to fiscal year 2005. The reduction in flight activity and revenue is due to the conclusion of the contract with PEMEX
in February 2005. As a result, our 49% owned unconsolidated affiliates, Hemisco and Heliservicio, have experienced
difficulties in meeting their obligations to make lease rental payments to us and to RLR. During fiscal year 2006, the
Company and RLR made a determination that because of the uncertainties as to collectibility, lease revenues from HC
would be recognized as they were collected. For fiscal year 2006, $1.8 million of amounts billed but not collected
from HC have not been recognized in our results, and our 49% share of the equity in earnings of RLR has been
reduced by $2.3 million for amounts billed but not collected from HC. During the fourth fiscal quarter of 2006, we
recognized revenue of $3.9 million upon receipt of lease rental payments from HC.

Since the conclusion of the Petrole6s Mexicanos ( PEMEX ) contract in February 2005, we have taken several actions
to improve the financial condition and profitability of HC, and as discussed further in Note 3 in the Notes to
Consolidated Financial Statements included elsewhere in this Annual Report, on August 19, 2005, a recapitalization
of Heliservicio was completed. We have also reduced the number of aircraft to a lower level based on current
utilization, and we are actively seeking other work in Mexico, and we are exploring other markets in which to

redeploy the aircraft in Mexico that are currently operating on an ad hoc basis. Although not anticipated or known at
this time, such actions could result in future losses.

Brazil s flight activity and revenue decreased 13.1% and 21.2%, respectively, due to the conclusion of contracts for
two aircraft, one in August 2004 and the other in October 2004. We are negotiating the termination of our ownership
interest in the joint venture that operates in Brazil. Nevertheless, upon such termination, we anticipate continuing to
lease additional aircraft to helicopter service operators in Brazil. To the extent we are not able to continue such leases,
we expect to experience a substantial reduction in business activity in Brazil in future periods.

Operating expense for South and Central America decreased in fiscal year 2006 to $39.5 million from $41.6 million
for fiscal year 2005 primarily due to decreased maintenance expense resulting from the decrease in flight activity from
fiscal year 2005. As a result of the decrease in gross revenue, the operating margin for this business unit decreased to
11.3% for fiscal year 2006 from 22.5% for fiscal year 2005.

Europe

Gross revenue for Europe increased to $242.9 million for fiscal year 2006 from $223.7 million for fiscal year 2005.
The $19.2 million increase in gross revenue for Europe is net of a $7.2 million decrease relating to foreign exchange
effects for fiscal year 2006. Excluding this effect, the increase in gross revenue primarily relates to an 8.7% increase in
flight activity related to the start of one new contract in the North Sea, which commenced in April 2005.

As discussed under Other Matters above, in December 2005, we were informed that we were not awarded the contract
extension commencing in mid-2007 to provide search and rescue services using seven S-61 aircraft and operate four
helicopter bases for the MCA. The MCA has the option to extend our agreement through July 2009, and we expect

that the transition of work will take place, one base at a time, over a period of at least one year. At the end of the
agreement and any transition period, we expect that we will either be able to employ these aircraft for other customers

or trade the aircraft in for new aircraft being purchased.

Operating expense for Europe were $212.3 million for fiscal year 2006 compared to $194.3 million for fiscal year
2005. The $18.0 million increase in operating expense for Europe is net of a $6.3 million decrease relating to foreign
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exchange effects for fiscal year 2006. Excluding this effect, the increase in operating expense primarily relates to an
increase in maintenance costs and salaries resulting from the increase in flight activity in our North Sea operations,
and higher fuel rates. Salaries also increased during fiscal year 2006. The operating margin in Europe decreased
slightly to 12.6% for fiscal year 2006 from 13.1% for fiscal year 2005.
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West Africa

Gross revenue for West Africa increased to $107.4 million for fiscal year 2006 from $94.4 million for fiscal year 2005
primarily as a result of a 7.1% increase in flight activity. This increase in flight activity primarily related to an increase
in drilling activity by two customers in Nigeria, which resulted in higher demand for our services.

Operating expense for West Africa increased in fiscal year 2006 to $101.8 million from $88.5 million in fiscal year
2005. The increase was primarily attributable to increased salary costs, increased aircraft hire costs due to increased
activity, and a general increase in local operating costs and overhead. The operating margin for West Africa decreased
to 5.2% for fiscal year 2006 from 6.2% for fiscal year 2005 as a result of the increase in costs.

Approximately 14.0% of our total gross revenue for fiscal year 2006 were derived from Nigeria. As a result of the
potential cancellation by customers of their contracts with us resulting from the findings of the Internal Review
(although none have been cancelled as of the date of filing of this Annual Report), we may experience a substantial
reduction in business activity in Nigeria in future periods.

Southeast Asia

Gross revenue for Southeast Asia increased to $61.2 million for fiscal year 2006 from $53.0 million for fiscal year
2005. The higher revenue resulted from increased flight activity primarily in Australia. Australia s flight activity and
revenue increased 9.9% and 21.4%, respectively, from fiscal year 2005 primarily due to the utilization of an additional
large aircraft and more ad hoc flying. China s flight activity and revenue for fiscal year 2006 decreased 14.2% and
19.4%, respectively, from fiscal year 2005 primarily due to having one less aircraft on contract, which was relocated
to Malaysia during the year.

Operating expense increased to $56.4 million for fiscal year 2006 from $49.0 million for fiscal year 2005 as a result of
higher salaries, maintenance costs and fuel costs associated with the increase in flight activity in Australia. As a result
of higher gross revenue during fiscal year 2006, operating margin increased to 7.8% for fiscal year 2006 from 7.5%
for fiscal year 2005. Operating expenses for Southeast Asia increased at a higher rate than revenues primarily due to
costs associated with the addition of new bases in Australia during fiscal year 2006.

Other International

Gross revenue for Other International increased to $35.3 million for fiscal year 2006 from $21.3 million for fiscal year
2005. The increase in revenue was primarily due to increased flight activity, which nearly doubled. The increased
flight activity was noted primarily in Russia, where we had our first full year of operations since the July 2004
acquisition of Bristow Aviation s interest in Aviashelf. Revenue also increased in Turkmenistan and Mauritania during
fiscal year 2006. The increase in Turkmenistan resulted from the addition of one aircraft on an eight-month contract
during fiscal year 2006. The increase in Mauritania resulted from a new contract for two medium aircraft that
commenced in September 2004.

Operating expense for Other International increased to $27.8 million for fiscal year 2006 from $18.5 million for fiscal
year 2005. The increase in operating expense is primarily due to higher salary and maintenance costs and increased
activity throughout our Other International locations. However, as a result of the higher revenue, our operating margin

for Other International improved to 21.4% for fiscal year 2006 from 13.5% for fiscal year 2005.

EH Centralized Operations
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Gross revenue for EH Centralized Operations decreased slightly to $54.9 million for fiscal year 2006 from

$56.2 million for fiscal year 2005. Gross revenue for technical services in the U.K. provided to third parties decreased
to $6.2 million for fiscal year 2006 from $14.4 million for fiscal year 2005 due to the downsizing of our technical
services operations in the U.K. in fiscal year 2005. The decrease was partially offset by an increase in lease revenue
for aircraft leased to unconsolidated affiliates and an increase in reimbursable revenue primarily related to billing for
staff and other associated costs to FBH during fiscal year 2006 after the transfer of technical services contracts to that
entity.
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Operating expense for EH Centralized Operations decreased to $54.5 million for fiscal year 2006 from $60.6 million
for fiscal year 2005 as a result of a decrease in salary expense resulting from the downsizing of our technical services
operations in the U.K. The operating margin for EH Centralized Operations improved to 0.8% for fiscal year 2006
from a negative 7.9% for fiscal year 2005 due to the decrease in operating expense as a result of the reduction in costs
associated with the downsizing of our technical services operations.

Production Management Services

Gross revenue from our Production Management Services segment increased to $68.2 million, an increase of 15.6%,
for fiscal year 2006 from $59.0 million for fiscal year 2005, primarily due to higher costs for marine vessels resulting
from the hurricanes in fiscal year 2006 (which were passed on to our customers), and an overall increase in
transportation activity resulting from an increase in the number of properties under management. Operating expenses
increased to $62.8 million for fiscal year 2006 from $55.1 million for fiscal year 2005, primarily due to the higher
costs for marine vessels and an overall increase in transportation and labor costs associated with the increase in
activity. As a result of the higher revenue, our operating margin increased to 7.8% for fiscal year 2006 from 6.6% for
fiscal year 2005.

General and Administrative Costs

Consolidated general and administrative costs increased by $16.7 million during fiscal year 2006. The increase is
primarily due to higher professional fees, offset in part by $1.1 million of restructuring charges for our U.K.
operations that are included within fiscal year 2005. Professional fees in fiscal year 2006 included approximately
$10.5 million and $2.6 million in connection with the Internal Review and DOJ investigations, respectively.
Professional fees in fiscal year 2005 included approximately $2.2 million in connection with the Internal Review.
Professional fees also increased during fiscal year 2006 as a result of costs associated with the relocation of our offices
to Houston and the bond holder consent process (see discussion in Note 5 in the Notes to Consolidated Financial
Statements included elsewhere in this Annual Report). Legal costs related to the investigations are expected to
continue in the next fiscal year, but to a lesser extent. Also, corporate general and administrative costs are expected to
increase over the next fiscal year related to additional corporate personnel and adoption of the new equity
compensation accounting rules.

Earnings from Unconsolidated Affiliates

Earnings from unconsolidated affiliates decreased by $2.8 million during fiscal year 2006, primarily due a decrease in
operating results for our unconsolidated affiliates in Mexico resulting from a decline in activity as a result of the
completion of the PEMEX contract previously discussed. The decrease was partially offset by higher equity earnings
from Norsk resulting from the acquisition of Lufttransport AS and Lufttransport AB in the first quarter of fiscal year
2006 and from the addition of one new large aircraft in the third quarter of fiscal year 2006.

Interest Expense, Net

Interest expense, net, decreased by $1.9 million during fiscal year 2006. Approximately $1.0 million of this decrease
resulted from an increase in interest income resulting from higher cash balances and investment returns during fiscal
year 2006. Interest expense for fiscal years 2006 and 2005 was reduced by approximately $2.4 million and

$1.3 million, respectively, of capitalized interest.

Other Income (Expense), Net
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Other income (expense), net, for fiscal year 2006 was income of $4.6 million compared to expense of $1.1 million for
fiscal year 2005, and primarily reflects foreign currency transaction gains and losses. These gains and losses primarily
arise from operations performed by our U.K. subsidiaries, whose functional currency is the British pound sterling, and
which are outside of the North Sea. The income for fiscal year 2006 was partially offset by an impairment charge of
$1.0 million recorded in the third quarter of fiscal year 2006 related to our investment in Aeroleo in Brazil (see further
discussion in Note 3 in the Notes to Consolidated Financial Statements included elsewhere in this Annual Report).
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Taxes

Our effective income tax rates from continuing operations were 22.3% and 29.7% for fiscal years 2006 and 2005,
respectively. The variance between the U.S. federal statutory rate and the effective rate for these periods was due
primarily to the impact of the reversals of reserves for tax contingencies of $11.4 million and $3.7 million in fiscal
years 2006 and 2005, respectively, as a result of our evaluation of the need for such reserves in light of the expiration
of the related statutes of limitations in these years. Similar reversals of reserves are expected to occur in the next year,
but to a more limited extent. Our effective tax rate was also impacted by the permanent reinvestment outside the

U.S. of foreign earnings, upon which no U.S. tax has been provided, and by the amount of our foreign source income
and our ability to realize foreign tax credits.

Fiscal Year 2005 compared to Fiscal Year 2004

Set forth below is a discussion of the results of operations of our segments and business units. Our consolidated results
are discussed under Executive Overview Overview of Operating Results above.

Helicopter Services

Gross revenue from Helicopter Services increased to $620.8 million, an increase of 8.4%, during fiscal year 2005 and
operating expense increased 12.2% to $545.1 million from $485.9 million. This resulted in an operating margin of
12.2% for fiscal year 2005 as compared to 15.1% for fiscal year 2004. Operating income in fiscal year 2004 included
a $21.7 million curtailment gain. Helicopter Services results are further explained below by business unit.

North America

Gross revenue for North America increased by 4.0% in fiscal year 2005 as compared to the prior fiscal year while
flight activity decreased by 4.1%. Revenue increased despite a decrease in flight hours as a result of the full impact in
fiscal year 2005 of a 7% rate increase for the U.S. Gulf of Mexico that was phased in throughout fiscal year 2004, and
an increase in ad hoc flights for hurricane evacuations during the quarter ended September 30, 2005.

Operating expense from North America increased to $153.0 million for fiscal year 2005 from $143.7 million for fiscal
year 2004. The increase in operating expense was primarily in salary costs and additional depreciation expense.
Depreciation expense for fiscal year 2005 was $15.0 million, or 18.1% higher than for fiscal year 2004, primarily due
to additional aircraft added to the fleet. The increase in depreciation expense was offset in part by a $3.2 million
decrease resulting from a change in salvage value and useful lives on certain aircraft types. As a result of higher
operating expense, our operating margin for North America decreased to 14.5% for fiscal year 2005 from 16.5% for
fiscal year 2004.

South and Central America

Gross revenue for South and Central America increased slightly to $53.7 million for fiscal year 2005 from

$52.6 million for fiscal year 2004, primarily due to rate increases in both November 2003 and November 2004 on a
contract with our largest customer in Trinidad, which was partially offset by lower revenue for our Mexico operations
primarily resulting from the loss of the PEMEX contract in February 2005 and an overall reduction in the number of
aircraft that we owned and operated in fiscal year 2005 compared to fiscal year 2004.

Operating expense for South and Central America increased in fiscal year 2005 to $41.6 million from $39.6 million

for fiscal year 2004. The increase was primarily related to costs associated with the addition of staff in Trinidad and
the related costs of training and housing these employees. The operating margin in South and Central America
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decreased to 22.5% for fiscal year 2005 from 24.7% for fiscal year 2004 as a result of the increase in operating
expense.

Europe

Gross revenue for Europe increased in fiscal year 2005 to $223.7 million from $211.5 million for fiscal year 2004.
The $12.2 million increase in gross revenue is due to an $18.8 million increase attributable to foreign
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exchange effects. Excluding the foreign exchange effects, gross revenue for Europe decreased 3.1% in fiscal year
2005 primarily due to lower flight activity compared to fiscal year 2004.

Operating expense for Europe increased by $0.1 million in fiscal year 2005. Included in operating expense for Europe
is $17.2 million attributable to foreign exchange effects. Excluding the foreign exchange effects, operating expense
decreased 8.8% in fiscal year 2005. This decrease was primarily in salary costs due to the restructuring of operations
in the North Sea and the amendment of the pension plan in February 2004. The operating margin in Europe increased
to 13.1% for fiscal year 2005 from 8.2% for fiscal year 2004.

West Africa

Gross revenue from West Africa increased in fiscal year 2005 to $94.4 million from $77.2 million in fiscal year 2004.
Nigeria s flight activity and gross revenue increased 6.1% and 22.1%, respectively, during fiscal year 2005 primarily
due to the addition of two medium aircraft in November 2003 and two large and one medium aircraft in April 2004.
The increase in revenue significantly exceeded the increase in flight activity as a result of a favorable change in the
mix of aircraft. Nigeria accounted for approximately 14.3% of our gross revenue for fiscal year 2005.

Operating expense for West Africa increased in fiscal year 2005 to $88.5 million from $76.1 million for fiscal year
2004. The increase was primarily due to higher salary and maintenance expense due to the increase in activity. The
operating margin in West Africa increased to 6.2% for fiscal year 2005 from 1.4% for fiscal year 2004 as a result of
the increase in gross revenue.

Southeast Asia

Gross revenue for Southeast Asia increased in fiscal year 2005 to $53.0 million from $43.3 million for fiscal year
2004, primarily as a result of increased flight activity and gross revenue in Australia. Australia s flight activity and
gross revenue increased 15.8% and 34.5%, respectively, primarily due to a 15-month contract that began in July 2004
and higher ad hoc flying for fiscal year 2005. Australia accounted for approximately 81.4% of gross revenue for
Southeast Asia during fiscal year 2005.

Operating expense for Southeast Asia increased to $49.0 million in fiscal year 2005 from $40.9 million for fiscal year
2004. As a result of higher gross revenue in fiscal year 2005, the operating margin increased to 7.5% for fiscal year
2005 from 5.5% for fiscal year 2004.

Other International

Gross revenue for Other International increased to $21.3 million in fiscal year 2005 from $10.8 million for fiscal year
2004, primarily resulting from the acquisition of our operation in Russia in July 2004, which contributed $7.3 million
in revenue during fiscal year 2005.

Operating expense for Other International increased to $18.5 million in fiscal year 2005 from $9.1 million for fiscal
year 2004 as a result of the increased activity in Mauritania, Russia and Turkmenistan. As a result of this increase in
costs, our operating margin for Other International declined to 13.5% for fiscal year 2005 from 15.9% for fiscal year
2004.

EH Centralized Operations

Gross revenue for EH Centralized Operations decreased to $56.2 million in fiscal year 2005 from $72.2 million for
fiscal year 2004 primarily due to a restructuring of our technical service business in the U.K. and the sale of certain
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contracts to FBH in November 2004.

Operating expense for EH Centralized Operations decreased to $60.6 million in fiscal year 2005 from $69.9 million
for fiscal year 2004 primarily due to the reduction in activity associated with the restructuring and contract sale offset
in part by severance costs of $2.8 million recorded in fiscal year 2005 related to downsizing of our U.K. technical
services business. For these reasons, the operating margin for EH Centralized Operations decreased to 7.9% loss for
fiscal year 2005 from a 3.2% profit for fiscal year 2004.
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Production Management Services

Gross revenue from the Production Management Services business increased to $59.0 million, an increase of 18.5%,
in fiscal year 2005 from $49.8 million in fiscal year 2004 primarily due to increased activity with a major customer
that needed additional production management services. Operating expense increased to $55.1 million, or 16.5%, in
fiscal year 2005 from $47.3 million in fiscal year 2004 primarily due to higher labor and helicopter transportation
costs. As a result of the higher revenue, our operating margin increased to 6.6% from 5.0% in fiscal year 2004.

General and Administrative Costs

Consolidated general and administrative costs increased by $6.4 million for fiscal year 2005 primarily due to an
increase in compensation costs and higher professional fees, partially offset by a decrease in restructuring charges for
our North Sea operations. Restructuring charges for our operations in the North Sea in fiscal years 2005 and 2004
were approximately $1.1 million and $3.1 million, respectively. Professional fees in the fiscal year 2005 included fees
of $2.2 million incurred in connection with the investigation by outside counsel of activities related to the Internal
Review. Additionally, professional fees in fiscal year 2005 included costs associated with an executive search,
Sarbanes Oxley compliance initiatives and other projects requiring consulting services.

Earnings from Unconsolidated Affiliates

Earnings from unconsolidated affiliates decreased in fiscal year 2005 by $1.4 million primarily due to a decrease in
dividends received from investments accounted for under the cost method of accounting. The decrease in dividends
received was primarily related to a reduction in dividends from our Mexico joint venture, which experienced a decline
in activity as a result of the completion of the PEMEX contract previously discussed.

Interest Expense, Net

Interest expense, net, decreased in fiscal year 2005 by $2.7 million from fiscal year 2004. Approximately $1.2 million
of this decrease resulted from lower interest expense during fiscal year 2005 caused by the refinancing of our

6% Convertible Subordinated Notes and 77/8% Senior Notes with the issuance 61/8% Senior Notes during fiscal year
2004 and an increase in interest income of $1.5 million resulting from higher cash balances and investment returns in
fiscal year 2005. Interest expense in fiscal years 2005 and 2004 was offset by approximately $1.3 million and

$1.2 million, respectively, of capitalized interest.

Loss on extinguishment of debt

In fiscal year 2005, no loss on extinguishment of debt was recognized, compared to a recognized loss on
extinguishment of debt of $6.2 million in fiscal year 2004. The loss in fiscal year 2004 related to the redemption on
July 29, 2003 of our 6% Convertible Subordinated Notes and our 77/8% Senior Notes. Approximately $4.7 million of
the loss in fiscal year 2004 pertained to the payment of redemption premiums and $1.5 million pertained to the
write-off of unamortized debt issuance costs related to the 6% Convertible Subordinated Notes and 77/8% Senior
Notes.

Other Income (Expense), Net
Other expense in fiscal year 2005 was $1.1 million compared to other expense of $7.8 million in fiscal year 2004 and

primarily represents foreign currency transaction gains and losses. The weakening of the U.S. dollar against the
British pound is the primary reason for the losses.
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Taxes

Our effective income tax rates from continuing operations were 29.7% and 27.5% for fiscal years 2005 and 2004,
respectively. The variance between the U.S. federal statutory rate and the effective rate reflects the impact of the
reversal of reserves for tax contingencies of $3.7 million and $3.5 million in fiscal years 2005 and 2004, respectively,
in connection with the expiration of the related statutes of limitations. The effective tax rate for both
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fiscal year 2005 and 2004 was also impacted by the permanent reinvestment outside the U.S. of foreign earnings, upon
which no U.S. tax has been provided, and the amount of our foreign source income and our ability to realize foreign
tax credits.

Liquidity and Capital Resources
Cash Flows
Operating Activities

Net cash flows provided by operating activities were $39.3 million, $104.5 million and $83.3 million for fiscal years
2006, 2005, and 2004, respectively. The decrease in net cash provided by operations between fiscal years 2006 and
2005 was primarily due to cash used to fund working capital requirements in fiscal year 2006 resulting from the
expansion of our business through purchases of additional aircraft and increases in flight hours from our existing
aircraft fleet. These requirements are likely to continue in the future as we expand our fleet further. In addition,
operating cash flow declined due to a decrease of $10.1 million in dividends in excess of earnings from
unconsolidated affiliates. Net cash provided by operations increased in fiscal year 2005 over fiscal year 2004 due to an
increase in dividends in excess of earnings from unconsolidated affiliates of $14.9 million and due to the increase in
net income for fiscal year 2005 after excluding the $21.7 million non-cash curtailment gain from fiscal year 2004 net
income.

Investing Activities
Cash flows used in investing activities were $54.2 million, $46.5 million and $62.6 million for fiscal years 2006, 2005
and 2004, respectively. During these fiscal years, cash was used for capital expenditures and was provided by

proceeds from asset dispositions. The following table presents aircraft delivered over the last three fiscal years and
overall capital expenditures during these periods:

Fiscal Year Ended March 31,

2006 2005 2004
Number of aircraft delivered:
New:
Small 10 8 2
Medium 9 10 7
Large 2
Total new aircraft 21 18 9
Used:
Small 5
Medium 1 1
Total used aircraft 5 1 6
Total aircraft 26 19 15

Capital expenditures (in thousands):
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Aircraft and related equipment(1) $ 141,166 $ 86,145
Other 13,096 3,878
Total capital expenditures $ 154,262 $ 90,023

(1) Includes expenditures financed with $3.2 million of short-term notes during fiscal year 2006.

$ 66,792
1,063

$ 67,855

Historically, in addition to the expansion of our business through purchases of new and used aircraft, we have also
established new joint ventures with local partners or purchased significant ownership interests in companies with
ongoing helicopter operations, particularly in countries where we have no operations or our operations are limited in

scope, and we continue to evaluate similar opportunities which could enhance our operations.
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Fiscal Year 2006  During fiscal year 2006, we received proceeds of $16.8 million, primarily from the disposal of one
aircraft and certain equipment, and from insurance recoveries associated with Hurricane Katrina damage, which
together resulted in a net gain of $0.1 million.

Additionally, on December 30, 2005, we sold nine other aircraft for $68.6 million in aggregate to a subsidiary of
General Electric Capital Corporation, and then leased back each of the nine aircraft under separate operating leases
with terms of ten years expiring in January 2016. See further discussion of this transaction under Financing Activities
below.

Due to the significant investment in aircraft made in fiscal year 2006, cash flow from operations was not enough to
fund net capital expenditures, and this is expected to continue for at least the next fiscal year.

Fiscal Year 2005 During fiscal year 2005, we received proceeds of $26.6 million primarily from the disposal of ten
aircraft and certain equipment, which resulted in a net gain of $5.9 million. We also received proceeds of

$15.1 million from the sale of seven aircraft and certain contracts in one of our technical services subsidiaries to FBH,
a 50% owned unconsolidated affiliate, which resulted in a gain of $2.1 million.

Fiscal Year 2004 During fiscal year 2004, we received proceeds of $6.9 million primarily from the disposal of
aircraft and equipment, which resulted in a net gain of $3.9 million.

On July 11, 2003, we sold six aircraft, at our cost, to a newly formed limited liability company, RLR. The capital of
RLR is owned 49% by us and 51% by the same principal with whom we have other jointly owned businesses
operating in Mexico. See a discussion of the mechanism of financing this purchase by RLR discussed under Future
Cash Requirements below.

Financing Activities

Cash flows used in financing activities were $5.4 million for fiscal year 2006, and cash flows provided by financing
activities were $2.8 million and $3.5 million for fiscal years 2005 and 2004, respectively.

During fiscal year 2006, cash was used for the repayment of debt totaling $4.1 million and was provided by our

receipt of proceeds of $1.4 million from the exercise of options to acquire shares of our Common Stock by our

employees. During fiscal year 2005, cash was provided by our receipt of proceeds of $12.7 million from the exercise

of options to acquire our Common Stock by our employees, and $7.4 million of cash was used for the repurchase of

shares from a minority interest owner. During fiscal year 2004, cash was provided by the issuance of $230.0 million

of 61/8% Senior Notes due 2013 ( Senior Notes ). A portion of the proceeds from this issuance was used to redeem all

of our outstanding 77/8% Senior Notes due 2008 for $100.0 million and all of our outstanding 6% Convertible

Subordinated Notes due 2003 for $90.9 million on July 29, 2003. See further discussion of outstanding debt as of

March 31, 2006 under Future Cash Requirements below and our debt issuances and redemptions in Note 5 in the
Notes to Consolidated Financial Statements included elsewhere in this Annual Report.

Sale and Leaseback Financing  On December 30, 2005, we sold nine aircraft for $68.6 million in aggregate to a
subsidiary of General Electric Capital Corporation, and then leased back each of the nine aircraft under separate
operating leases with terms of ten years expiring in January 2016. Each net lease agreement requires us to be
responsible for all operating costs and has an effective interest rate of approximately 5%. Rent payments under each
lease are payable monthly and total $6.3 million and $7.6 million annually during the first 60 months and second

60 months, respectively, for all nine leases in aggregate. Each lease has a purchase option upon expiration, an early
purchase option at 60 months (December 2010), and an early termination option at 24 months (December 2007). The
early purchase option price for the nine aircraft at 60 months is approximately $52 million in aggregate. Additional
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collateral in the amount of $11.8 million, which consists of five aircraft and a $2.5 million letter of credit, was
provided until the conclusion of the SEC investigation related to the Internal Review. The leases contain terms
customary in transactions of this type, including provisions that allow the lessor to repossess the aircraft and require
the lessee to pay a stipulated amount if the lessee defaults on its obligations under the leases.

Minority Interest  In March 2004, we prepaid $11.4 million, representing a portion of the put/call option price over the
51% of the ordinary share capital of Bristow Aviation that we do not own. This payment was made from existing cash

balances. In May 2004, we acquired eight million shares of deferred stock (essentially a
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subordinated class of stock with no voting rights) from Bristow Aviation for £1 per share ($14.4 million in total).
Bristow Aviation used the proceeds to redeem £8 million of its ordinary share capital at par value from all of its
outstanding shareholders, including ourselves. The result of these changes was to reduce the cost of the guaranteed
return to the other shareholders, which we record as minority interest expense, by $2.3 million on an annual basis.
Future Cash Requirements
Debt Obligations
Total debt as of March 31, 2006 was $265.3 million, of which $17.6 million is classified as current. Aggregate annual

maturities for all long-term debt for the next five fiscal years and thereafter are as follows (in thousands):

Fiscal Year ending March 31,

2007 $ 17,634(1)
2008 12,576
2009 404
2010 275
2011 27
Thereafter 234,380

$ 265,296

(1) Includes short-term notes of $3.2 million and current portion of long-term debt of $14.4 million.

Senior Notes  On June 20, 2003, we completed a private placement of $230.0 million aggregate principal amount
outstanding of 61/8% Senior Notes due 2013. The Senior Notes are unsecured and are guaranteed by certain of our
U.S. subsidiaries. The Senior Notes are redeemable at our option. The terms of the Senior Notes restrict our payment
of cash dividends to stockholders. In accordance with the indenture to the Senior Notes, any payment or re-financing
of these notes prior to June 2011 is subject to a prepayment premium. On June 16, 2005, we received notice from the
trustee that we were in default of various financial reporting covenants of the Senior Notes because we did not provide
the required financial reporting information within the required time period. On August 16, 2005, we completed a
consent solicitation with the holders of the Senior Notes to waive defaults under and make amendments to the
indenture in consideration for which we paid aggregate a consent fee of $2.6 million. In January 2006, the default was
cured. See Note 5 in the Notes to Consolidated Financial Statements included elsewhere in the Annual Report for
further discussion of the Senior Notes.

Limited Recourse Term Loans  Our debt includes two limited recourse term loans with a U.K. bank created in
connection with sale and lease transactions for two aircraft entered into with Heliair Leasing Limited in fiscal year
1999. The term loans are secured by both aircraft and our guarantee of the underlying lease obligations. In addition,
we have provided asset value guarantees totaling up to $3.8 million, payable at the expiration of the leases depending
on the value received for the aircraft at the time of disposition. As a result of these guarantees and the terms of the
underlying leases, for financial statement purposes, the aircraft and associated term loans are reflected on our
consolidated balance sheet. As of March 31, 2006, the aggregate balance of the term loans was $20.0 million. The
term loans provide for rates of interest payable to the bank of 7.1% and 7.2%, quarterly amortization payments
totaling $0.7 million and balloon payments of $9.8 million and $9.2 million in March 2007 and July 2007,
respectively. See a discussion of our relationship with Heliair in Note 3 in the Notes to Consolidated Financial
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Statements included elsewhere in the Annual Report.

Sakhalin Debt  On July 16, 2004, we assumed various existing debt liabilities that were outstanding and secured
against assets purchased as part of our acquisition of a business in Sakhalin, Russia. See Note 2 in the Notes to
Consolidated Financial Statements included elsewhere in the Annual Report for further discussion of our acquisition.
Two promissory notes totaling $1.4 million as of March 31, 2006 are being repaid over five years at an interest rate of
8.5% and are scheduled to be fully paid in 2009 and 2010. The other liabilities assumed included a finance lease on an
aircraft totaling $0.7 million as of March 31, 2006, with an interest rate of 6.5% and expiring in fiscal year 2008; a
finance lease on an aircraft totaling $3.0 million as of March 31, 2006, with an interest rate of
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8.5% and expiring in fiscal year 2008 with a final termination payment of $2.4 million; and two loan notes on
packages of spare parts totaling $0.6 million as of March 31, 2006, with interest rates of 10% to 18% expiring in fiscal
year 2007.

RLR Note RLR financed 90% of the purchase price of the six aircraft discussed under Investing Activities above
through a five-year term loan of $31.8 million with a bank requiring monthly principal and interest payments of

$0.3 million and a balloon payment of $18.3 million due July 11, 2008 (the RLR Note ). The RLR Note is secured by
the six aircraft. We guaranteed 49% of the RLR Note ($15.6 million) and the other shareholder guaranteed the
remaining 51% of the RLR Note ($16.2 million). In addition, we have given the bank a put option which the bank
may exercise if the aircraft are not returned to the U.S. within 30 days of a default on the RLR Note. Any such
exercise would require us to purchase the RLR Note from the bank. We simultaneously entered into a similar
agreement with the other RLR shareholder which requires that, in event of exercise by the bank of its put option to us,
the other shareholder will be required to purchase 51% of the RLR Note from us. As of March 31, 2006, a liability of
$0.8 million representing the fair value of this guarantee was reflected in our balance sheet in other liabilities and
deferred credits. We used the proceeds received from the sale of the aircraft to RLR to repay the $17.9 million
short-term note to the aircraft manufacturer in July 2003. No gain or loss was recognized on the sale.

As of June 30, 2005, we were in default of various financial information reporting covenants under the RLR Note for
not providing financial information for fiscal year 2005 when due, and also for not providing similar information to
other creditors. This situation resulted from the activities identified in the Internal Review discussed earlier which
prevented us from filing our financial report for fiscal year 2005 on time. The bank provided waivers through
January 16, 2006 in exchange for payments totaling $78,000. In January 2006, the defaults were cured.

Short-term Notes  As of March 31, 2006, we had a short-term note payable to Eurocopter totaling 2.7 million
($3.2 million) related to two promissory notes issued in August 2005. This obligation was paid and settled in full in
April 2006. See further discussion of the transaction related to these promissory notes in Note 5 to the Notes to
Consolidated Financial Statements included elsewhere in this Annual Report.

U.K. Facilities As of March 31, 2006, Bristow Aviation had a £6.0 million ($10.4 million) facility for letters of credit,
of which £0.4 million ($0.7 million) was outstanding, and a £1.0 million ($1.7 million) net overdraft facility, under
which no borrowings were outstanding. Both facilities are with a U.K. bank. The letter of credit facility is provided on
an uncommitted basis, and outstanding letters of credit bear a rate of 0.7% per annum. Borrowings under the net
overdraft facility are payable on demand and bear interest at the bank s base rate plus a spread that can vary between
1% and 3% per annum depending on the net overdraft amount. The net overdraft facility was scheduled to expire on
August 31, 2005, but has been extended to August 31, 2006. The facilities are guaranteed by certain of Bristow

Aviation s subsidiaries and secured by several helicopter mortgages and a negative pledge of Bristow Aviation s assets.

Revolving Credit Facility As of March 31, 2006, we had a $30.0 million revolving credit facility with a U.S. bank
that expires on August 31, 2006. This credit facility is subject to a sublimit of $10.0 million for the issuance of letters
of credit. Borrowings bear interest at a rate equal to one-month LIBOR plus a spread ranging from 1.25% to 2.0%.
The rate of the spread depends on a financial covenant ratio under the credit facility. Borrowings under this credit
facility are unsecured and are guaranteed by certain of our U.S. subsidiaries. We had no amounts drawn under this
facility as of March 31, 2006, but did have $3.2 million of letters of credit utilized which reduced availability under
the facility. We were in default of various financial information reporting covenants for not providing financial
information for fiscal year 2005 when due, and also for not providing similar information to other creditors. The bank
provided a waiver through January 16, 2006 upon payment of a fee of $60,000. In January 2006, the default was
cured. As of March 31, 2006, we were in compliance with all of the covenants under this credit facility
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New Credit Facilities We are in the process of arranging new bank credit facilities with a group of lenders to replace
the $30 million Revolving Credit Facility described above. The financing has not gone to the syndication market yet,

but we have selected an agent bank to lead the syndication process and executed a commitment letter and term sheet.

We intend to seek a $100 million revolving credit facility to be used primarily for borrowings and, as needed, letters

of credit, and a separate letter of credit facility in the amount of $25 million (together, the Facilities ). The Facilities are
expected to be multi-year in term and secured by certain of our assets, with a pricing
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grid based on our senior unsecured public debt ratings. The financing is expected to close in June 2006 after the filing
of this Annual Report. However, definitive agreements for this financing have not been executed, and we may not be
able to complete this financing.

Capital Commitments

As shown in the table below, we expect to make additional capital expenditures over the next seven fiscal years to
replace certain of our aircraft and to upgrade strategic base facilities. As of March 31, 2006, we had $382.7 million
remaining to be paid under several aircraft purchase agreements. To the extent they occur, any sales and trade-ins of
older aircraft will reduce these projected expenditures. We plan to use internally generated funds and alternative
financing sources, if needed, to meet our obligations under these agreements. On May 19, 2006, we entered into an
agreement to purchase two large aircraft for approximately $36.7 million, deliverable in early calendar year 2007. The
agreement provides us with the option to purchase up to thirteen additional large aircraft. Of these options, five relate
to aircraft deliverable in the second fiscal quarter of 2008, and the remaining eight relate to aircraft deliverable in
calendar year 2008. We have also made an arrangement with the manufacturer pursuant to which we may delay our
existing purchase commitments for up to $100 million of medium aircraft upon the exercise of the first option.

Commitments as of May 31, 2006
Remaining to be Delivered
Fiscal Year Ending March 31,

2007 2008 2009 2010-2013 Total

Number of aircraft:(1)
New:
Small 3 3
Medium 17 11 3 12 43
Large 7 7

27 11 3 12 53
Related expenditures
(in thousands) $ 240,805 $ 66,843 $ 23244 § 88,513 $ 419,405

(1) We also have options to purchase 24 additional medium and 13 additional large aircraft. As of May 31, 2006, the
options with respect to six of the aircraft are now subject to availability.

Other Obligations

Pension Plan  As of March 31, 2006, we had recorded on our balance sheet a $136.5 million pension liability and a
$37.2 million prepaid pension asset related to the Bristow Helicopter Group Limited ( Bristow Helicopters , a
wholly-owned subsidiary of Bristow Aviation) pension plan. The liability represents the excess of the present value of
the defined benefit pension plan liabilities over the fair value of plan assets that existed at that date. The asset
represents the cumulative contributions made by Bristow Helicopters in excess of accrued net periodic pension cost.
The minimum funding rules of the U.K. require us to make scheduled contributions in amounts sufficient to bring the
plan up to 90% funded (as defined by U.K. legislation) within three years and 100% funded within ten years. In
recognition of participants concerns regarding the under-funded position of the plan as well as other changes we made

Table of Contents 97



Edgar Filing: Bristow Group Inc - Form 10-K

to the plan (as more fully described under ~ Executive Overview Other Matters Prior to Fiscal Year 2006 ), on
February 1, 2004, we contributed £5.2 million ($9.6 million) to the plan to reach the 90% funded level, and agreed to
monthly contributions of £0.2 million ($0.4 million) for the next ten years to comply with the 100% funding
requirement. The £5.2 million ($9.6 million) contribution was made from existing cash balances and did not
materially impact our working capital position. In order to meet these funding requirements, we agreed, subject to our
review every three years, to make contributions totaling £5.7 million ($9.9 million) per year for the next 10 years
beginning May 2005 and £5.5 million ($9.6 million) per year for the
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following 10 years. Nevertheless, regulatory agencies in the U.K. may require us to further increase the monthly
contributions.

In May 2006, the Pensions Regulator ( TPR ) in the U.K. published a statement on regulating the funding of defined
benefit schemes. In this statement, TPR focused on a number of items including the use of triggers to determine the
level of funding of the schemes. Based on this statement, it is possible that we will see an increase in the required
level of our contributions in future periods. We are not currently able to estimate what this increased level of funding
will be and what impact it will have on our financial position in future periods.

Contractual Obligations, Commercial Commitments and Off Balance Sheet Arrangements

We have various contractual obligations which are recorded as liabilities in our consolidated financial statements.
Other items, such as certain purchase commitments, interest payments and other executory contracts are not
recognized as liabilities in our consolidated financial statements but are included in the table below. For example, we
are contractually committed to make certain minimum lease payments for the use of property and equipment under
operating lease agreements.

The following tables summarize our significant contractual obligations and other commercial commitments on an
undiscounted basis as of March 31, 2006 and the future periods in which such obligations are expected to be settled in
cash. In addition, the table reflects the timing of principal and interest payments on outstanding borrowings.

Additional details regarding these obligations are provided in the Notes to Consolidates Financial Statements included
elsewhere in this Annual Report, as referenced in the table:

Payments Due by Period
Less Than After
Total 1 Year 1-3 Years 4-5 Years 5 Years
(In thousands)
Contractual obligations:
Long-term debt and short-term
borrowings:
Principal $ 265,296 $ 17,634 $ 13,255 $ 27 $ 234,380
Interest 92,847 12,955 43,089 28,463 8,340
Aircraft operating leases(1) 69,403 7,254 19,359 14,241 28,549
Other operating leases(1) 14,920 2,411 5,751 3,024 3,734
Pension obligations(2) 166,914 9,950 28,156 17,526 111,282
Aircraft purchase obligations(3) 382,686 204,086 90,087 49,839 38,674
Other purchase obligations(4) 32,989 29,703 3,286
Total contractual cash obligations $ 1,025,055 $ 283,993 $ 202,983 $ 113,120 $ 424,959
Payments Due by Period
Less Than After
Total 1 Year 1-3 Years 4-5 Years 5 Years
(In thousands)
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Other commercial commitments:

Debt guarantees(5) $ 30,472 $ $ 13,079 $ 17,393 $
Other guarantees(6) 3,646 3,646
Letter of credit(7) 4,759 4,759
Total commercial commitments $ 38,877 $ 8,405 $ 13,079 $ 17,393 $

(1) Represents minimum rental payments required under operating leases that have initial or remaining
non-cancellable lease terms in excess of one year.

50

Table of Contents 100



Edgar Filing: Bristow Group Inc - Form 10-K

Table of Contents

(2) Represents expected funding for pension benefits in future periods. These amounts are undiscounted and are
based on the expectation that the pension will be fully funded in approximately 20 years. As of March 31, 2006,
we had recorded on our balance sheet a $136.5 million pension liability and a $37.2 million prepaid pension asset
associated with this obligation.

(3) Since March 31, 2006, we have entered into unconditional purchase obligations of $36.7 million for two
additional aircraft not reflected in the table above, all of which is expected to be paid in fiscal year 2007.

(4) Other purchase obligations primarily represent unfilled purchase orders for aircraft parts.

(5) We have guaranteed the repayment of up to £10 million ($17.4 million) of the debt of FBS and $13.1 million of
the debt of RLR, both unconsolidated affiliates.

(6) Relates to an indemnity agreement between us and Afianzadora Sofimex, S.A. to support issuance of surety
bonds on behalf of HC from time to time. As of March 31, 2006, surety bonds with an aggregate value of
39.9 million Mexican pesos ($3.6 million) were outstanding.

(7) In January 2006, a letter of credit was issued against the Revolving Credit Facility for $2.5 million in conjunction
with the additional collateral for the sale and leaseback financing discussed in Note 5 in the Notes to
Consolidated Financial Statements included elsewhere in this Annual Report. The letter of credit expires
January 27, 2007.

Management does not expect these guarantees to become obligations that we will have to fund.
Financial Condition and Sources of Liquidity

Our future cash requirements include the contractual obligations discussed in the previous section and our normal
operations. Normally our operating cash flows are sufficient to fund our cash needs. However, as previously discussed
under  Cash Flows from Operating Activities , the expansion of our business through purchases of additional aircraft
and increases in flight hours from our existing aircraft fleet in fiscal year 2006, required (and is likely to require in the
future) additional cash to fund the resulting increase in working capital requirements. In addition, should we exercise
our options to acquire aircraft in addition to those for which we have existing purchase commitments or should we

elect to expand our business through acquisition, including acquisitions under consideration or negotiation, we would
require additional cash. Although there can be no assurances, we believe that our existing cash, future cash flows from
operations and the new credit facility we are seeking to establish will be sufficient to meet our liquidity needs in the
foreseeable future based on existing commitments. However, we may need to raise additional funds through public or
private debt or equity financings to finance existing aircraft purchase commitments, and we likely will need to do so

to fund any additional aircraft purchases or business acquisitions, including acquisitions under consideration or
negotiation. See Item 1A. Risk Factors In order to grow our business, we may require additional capital in the future,
which may not be available to us included elsewhere in this Annual Report.

Cash and cash equivalents were $122.5 million, $146.4 million and $85.7 million as of March 31, 2006, 2005 and
2004, respectively. Working capital as of March 31, 2006, 2005 and 2004 was $283.3 million, $270.7 million and
$235.7 million, respectively. The increase in working capital in fiscal year 2006 was primarily a result of an increase
in accounts receivable and inventory and a decrease in current deferred taxes, which was offset in part by an increase
in accounts payable and short-term borrowings and current maturities of long-term debt and the decrease in cash and
cash equivalents. The increase in working capital in fiscal year 2005 was primarily a result of an increase in cash and
cash equivalents, accounts receivable and inventory offset in part by an increase in accounts payable, accrued
liabilities and current deferred taxes.
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Exposure to Currency Fluctuations

See our discussion of the impact of market risk, including our exposure to currency fluctuations, on our financial
position and results of operations discussed under Item 7A below.

Critical Accounting Policies and Estimates

Our consolidated financial statements have been prepared in accordance with accounting principles generally accepted
in the U.S. In many cases, the accounting treatment of a particular transaction is specifically dictated by
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generally accepted accounting principles, whereas, in other circumstances, generally accepted accounting principles
require us to make estimates, judgments and assumptions that we believe are reasonable based upon information
available. We base our estimates and judgments on historical experience and various other factors that we believe to
be reasonable under the circumstances. Actual results may differ from these estimates under different assumptions and
conditions. We believe that of our significant accounting policies, as discussed in the Notes to Consolidated Financial
Statements , the following involve a higher degree of judgment and complexity.

Taxes

Our annual tax provision is based on expected taxable income, statutory rates and tax planning opportunities available
to us in the various jurisdictions in which we operate. The determination and evaluation of our annual tax provision
and tax positions involves the interpretation of the tax laws in the various jurisdictions in which we operate and
requires significant judgment and the use of estimates and assumptions regarding significant future events such as the
amount, timing and character of income, deductions and tax credits. Changes in tax laws, regulations, agreements, and
treaties, foreign currency exchange restrictions or our level of operations or profitability in each jurisdiction would
impact our tax liability in any given year. We also operate in many jurisdictions where the tax laws relating to the
offshore oilfield service industry are not well developed. While our annual tax provision is based on the best
information available at the time, a number of years may elapse before the ultimate tax liabilities in the various
jurisdictions are determined.

We recognize foreign tax credits available to us to offset the U.S. income taxes due on income earned from foreign
sources. These credits are limited by the total income tax on the U.S. income tax return as well as by the ratio of
foreign source income in each statutory category to total income. In estimating the amount of foreign tax credits that
are realizable, we estimate future taxable income in each statutory category. These estimates are subject to change
based on changes in the market condition in each statutory category and the timing of certain deductions available to
us in each statutory category. We periodically reassess these estimates and record changes to the amount of realizable
foreign tax credits based on these revised estimates. Changes to the amount of realizable foreign tax credits can be
significant given any material change to our estimates on which the realizability of foreign tax credits is based.

We maintain reserves for estimated tax exposures in jurisdictions of operation, including reserves for income, value
added, sales and payroll taxes. Our annual tax provision includes the effect of reserve provisions and changes to
reserves that we consider appropriate, as well as related interest. Tax exposure items primarily include potential
challenges to intercompany pricing, disposition transactions and the applicability or rate of various withholding taxes.
These exposures are resolved primarily through the settlement of audits within these tax jurisdictions or by judicial
means, but can also be affected by changes in applicable tax law or other factors, which could cause us to conclude
that a revision of past estimates is appropriate. We believe that an appropriate liability has been established for
estimated exposures. However, actual results may differ materially from these estimates. We review these liabilities
quarterly. During fiscal years 2006, 2005 and 2004, we had net reversals of reserves for estimated tax exposures of
$11.4 million, $3.7 million and $3.5 million, respe