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Statements we make in this Annual Report on Form 10-K which express a belief, expectation or intention, as well as
those that are not historical fact, are forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995.  These forward-looking statements are subject to various risks, uncertainties and
assumptions, including those to which we refer under the headings “Cautionary Statement Concerning
Forward-Looking Statements” and “Risk Factors” in Items 1 and 1A of Part I of this report.

PART I

Item 1.                      BUSINESS

A.  GENERAL

McDermott International, Inc. (“MII”), incorporated under the laws of the Republic of Panama in 1959, is an
engineering and construction company with specialty manufacturing and service capabilities and is the parent
company of the McDermott group of companies, including J. Ray McDermott, S.A. (“JRMSA”) and The Babcock &
Wilcox Company (“B&W”). In this Annual Report on Form 10-K, unless the context otherwise indicates, “we,” “us” and “our”
mean MII and its consolidated subsidiaries.

We operate in three business segments: Offshore Oil and Gas Construction, Government Operations and Power
Generation Systems.

During 2007, we renamed, and in some cases restructured, many of the principal operating companies within our
Government Operations and Power Generation Systems segments.  One of the renamed companies, Babcock &
Wilcox Power Generation Group, Inc. (“B&W PGG”), was previously named The Babcock & Wilcox Company.  See
the segment description below for the new names of the other principal operating companies.  In addition, we changed
the name of the parent company of our Government Operations and Power Generation Systems subsidiaries to The
Babcock & Wilcox Company.  As a result, The Babcock & Wilcox Company now refers to the parent company of our
subsidiaries comprising our Government Operations and Power Generation Systems segments.  As used in this
Annual Report on Form 10-K, the term B&W is a reference to the renamed The Babcock & Wilcox Company.

Our business segments are outlined as follows:

•  Offshore Oil and Gas Construction includes the business and operations of JRMSA, J. Ray McDermott Holdings,
LLC and their respective subsidiaries.  This segment supplies services primarily to offshore oil and gas field
developments worldwide, including the front-end design and detailed engineering, fabrication and installation of
offshore drilling and production facilities and installation of marine pipelines and subsea production systems.   This
segment operates in most major offshore oil and gas producing regions, including the United States, Mexico,
Canada, the Middle East, India, the Caspian Sea and Asia Pacific.

•  Government Operations includes the business and operations of BWX Technologies, Inc., Babcock & Wilcox
Nuclear Operations Group, Inc., Babcock & Wilcox Technical Services Group, Inc. and their respective
subsidiaries. This segment supplies nuclear components and provides various services to the U.S. Government,
including uranium processing, environmental site restoration services and management and operating services for
various U.S. Government-owned facilities, primarily within the nuclear weapons complex of the U.S. Department
of Energy (“DOE”).

•  Power Generation Systems includes the business and operations of B&W PGG, Babcock & Wilcox Nuclear Power
Generation Group, Inc. and their respective subsidiaries.  This segment supplies fossil-fired steam generating
systems, replacement commercial nuclear steam generators, environmental equipment and components, and related
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services to customers around the world. It designs, engineers, manufactures and services large utility and industrial
power generation systems, including boilers used to generate steam in electric power plants, pulp and paper
making, chemical and process applications and other industrial uses.  On February 22, 2006, B&W PGG and three
of its subsidiaries exited from their asbestos-related Chapter 11 Bankruptcy proceedings (the “Chapter 11
Bankruptcy”), which were commenced on February 22, 2000.

1
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Due to the Chapter 11 Bankruptcy, we did not consolidate the results of operations of these entities in our
consolidated financial statements from February 22, 2000 through February 22, 2006.

The following tables summarize our revenues and operating income by business segment for the years ended
December 31, 2007, 2006 and 2005.  See Note 18 to our consolidated financial statements included in this report for
additional information about our business segments and operations in different geographic areas.
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