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PART I. FINANCIAL INFORMATION
HELMERICH & PAYNE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED BALANCE SHEETS

(in thousands, except per share amounts)

ITEM 1. FINANCIAL STATEMENTS

ASSETS
Current asset:
Cash and cash equivalel
Short term investmen
Accounts receivable, less reserve of $1,873 at Maic 2006 and $1,791 at September 30, :
Inventories
Deferred income ta
Prepaid expenses and other
Total current assets

Investment:
Property, plant and equipment, |
Other assets

Total assets

LIABILITIES AND SHAREHOLDERS '’ EQUITY
Current liabilities:
Accounts payabl
Accrued liabilities
Total current liabilities

Long-term notes payab
Deferred income taxe
Other

Total noncurrent liabilities

SHAREHOLDERS'’ EQUITY
Common stock, par value $.10 per share: authodeetmon 80,000; issued 53,5
Preferred stock, 1,000,000 shares authorized; aeshssue
Additional paic-in capital
Retained earning
Unearned compensatis
Accumulated other comprehensive incc
Treasury stock, at cost
Total shareholders’ equity

Total liabilities and shareholders’ equity

The accompanying notes are an integral part obteegements.

Unaudited
March 31, September 30,

2006 2005
$ 195,15 $ 288,75:
81,39¢ 38¢
193,44: 162,64t
23,99 21,31
7,53¢ 8,76¢
26,63( 17,93
528,15’ 499,79’
234,04¢ 178,45:
1,118,52 981,96!
3,28¢ 3,13¢
$ 1,884,02( $ 1,663,35I
$ 65,00 $ 44 ,85¢
50,61 44,62
115,61 89,48!
200,00( 200,00(
273,72( 246,97"
51,02¢ 47,65¢
524,74! 494,63
5,35¢ 5,35¢
130,87t 112,29°
1,046,10: 939,38(
- (134
78,80( 47 ,54¢
(17,470 (25,207
1,243,66. 1,079,23:
$ 1,884,020 $ 1,663,35!




HELMERICH & PAYNE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF INCOME
(Unaudited)
(in thousands, except per share data)

Operating revenue
Drilling — U.S. Land
Drilling — U.S. Offshore
Drilling — Internationa
Real Estate

Operating costs and oth
Operating costs, excluding depreciat
Depreciatior
General and administrati\
Income from asset sales

Operating income

Other income (expense
Interest and dividend incon
Interest expens
Gain (loss) on sale of investment securi
Other

Income before income taxes and equity in incomaffiifate

Income tax provisiol
Equity in income of affiliate net of income taxes

NET INCOME

Earnings per common sha
Basic
Diluted

Weighted average shares outstand
Basic
Diluted

Dividends declared per common sh

The accompanying notes are an integral part okteegements.

Three Months Ended

Six Months Ended

March 31, March 31,

2006 2005 2006 2005
$ 193,66¢ $ 122,39 366,42: $ 231,58
33,70: 18,64¢ 63,22 39,00¢
61,11, 41,79¢ 111,37 84,27(
2,34z 2,60¢ 5,19¢ 5,27:
290,83( 185,45( 546,21¢ 360,12¢
156,80( 114,32: 297,39¢ 225,57.
23,38t 23,95( 46,30¢ 47,21
13,957 9,59: 25,89t 18,83¢
(3,56%) (971) (4,536 (11,78))
190,57¢ 146,89: 365,06 279,83
100,25: 38,551 181,15! 80,29:
2,45¢ 1,19: 4,98¢ 2,15¢
(1,946 (3,246 (4,526 (6,55¢)
— (36) 2,72( 26,31
27 34¢ (48€) 34¢€
537 (1,740 2,694 22,25¢
100,78¢ 36,81¢ 183,84¢ 102,55(
38,24( 15,15z 71,04 42,28:
2,02¢ 687 2,58( 1,39:%
$ 64,57 $ 22,35( 115,38 $ 61,66(
$ 1.2: % 0.44 221 $ 1.22
$ 122 $ 0.43 21¢ $ 1.2C
52,31¢ 50,95¢ 52,15 50,74%
53,051 51,89! 52,88¢ 51,57
$ 0.082t $ 0.082¢ 0.165( $ 0.165(




HELMERICH & PAYNE, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

(Unaudited)
(in thousands)

OPERATING ACTIVITIES:
Net income

Adjustments to reconcile net income to net caskigeal by operating activitie:

Depreciatior
Equity in income of affiliate before income tay
Stocl-based compensatic
Gain on sale of investment securit
Gain on sale of asse
Other-net
Deferred income tax expen
Change in assets and liabilit-
Accounts receivabl
Inventories
Prepaid expenses and otl
Accounts payabl
Accrued liabilities
Deferred income taxe
Other noncurrent liabilities

Net cash provided by operating activities

INVESTING ACTIVITIES:
Capital expenditure
Purchase of investmer
Proceeds from sale of investme
Proceeds from asset sales
Net cash provided by (used in) investing activities

FINANCING ACTIVITIES:
Dividends paic
Proceeds from exercise of stock optir
Excess tax benefit from stock-based compensation
Net cash provided by financing activities

Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

The accompanying notes are an integral part oktetements.

Six Months Ended

March 31,
2006 2005

115,38° $ 61,66(
46,30¢ 47,21
(4,169 (2,247
6,587 11
(2,589 (26,319
(4,536) (11,787
(76S) (34€)
7,317 21,94
(30,796 (16,762)
(2,689 67
(8,849 (1,539
4,74¢ (3,745
5,98¢ (670
3,20t 5,80t
2,642 4,627
137,80( 77,91F
(170,900 (22,519
(83,010 (5,000)
5,06( 62,84:
7,927 26,45¢
(240,92) 61,77¢
(8,629 (8,380)
11,86( 11,84:

6,294
9,53( 3,46°
(93,59 143,15°
288,75: 65,29¢
195,15! $ 208,45:




Balance, September 30, 2005
Comprehensive Incom:

Net Income
Other comprehensive income,
Unrealized gains on available-
for-sale securities, ni
Comprehensive income

Cash dividends ($0.165 per share)

Exercise of stock options

Reversal of unearned compensatiol
upon adoption of SFAS123(}

Tax benefit of stock-based awards,
including excess tax benefits of
$6,294

Stock-based compensation

Balance, March 31, 2006

HELMERICH & PAYNE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENT OF SHAREHOLDERSQITY

(in thousands, except per share amounts)

Accumulated

Additional Other Total

Common Stock Paid-In Retained Comprehensive Treasury Stock Shareholder¢
Shares Amount Capital Earnings Compensation Income Shares Amount Equity

53,52¢ $ 535 $ 112,290 $ 939,38( $ (134 $ 47,544 1592 $ (25,207 $ 1,079,23:

115,38' 115,38

31,25¢ _ 3125¢

146,64

(8,669 (8,669

4,06( (499 7,80(C 11,86(

(66) 134 5 (68) —

7,99¢ 7,99¢

6,581 6,581

53,52¢ $ 535: $ 130,87¢ $ 1,046,10: $ — 78,80( 1,10¢ $ (17,470 $ 1,243,66.

The accompanying notes are an integral part oetetements.




1.

HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Basis of Presentation

In the opinion of the Company, the accompanyinguditad consolidated condensed financial statenwnttain all adjustments,
consisting of those of a normal recurring natuezassary to present fairly the results of the periresented. The results of operations
for the three and six months ended March 31, 2@@6\arch 31, 2005, are not necessarily indicativilne results to be expected for the
full year. These consolidated condensed finant@éments should be read in conjunction with thesotidated financial statements and
notes thereto in the Company’s 2005 Annual Repofarm 10-K.

Certain reclassifications have been made to tlgr pariod amounts to conform to the current pepoesentation.

Earnings per Share

Basic earnings per share is based on the weighemdg@e number of common shares outstanding dunm@ériod. Diluted earnings per
share includes the dilutive effect of stock optiansl restricted stock.

A reconciliation of the weighted-average commornradautstanding on a basic and diluted basisfsllasvs (in thousands):

Three Months Ended Six Months Ended
March 31, March 31,
2006 2005 2006 2005

Basic weighted average sha 52,31« 50,95¢ 52,15: 50,74
Effect of dilutive shares

Stock options and restricted stock 743 93€ 734 824
Diluted weighted average shares 53,057 51,89 52,88¢ 51,57:
Inventories

Inventories consist primarily of replacement partsl supplies held for use in the Company'’s drillipgrations.
Investments

The following is a summary of available-feale securities, which excludes those accountedrider the equity method of accounting,
investment in a limited partnership carried at @l assets held in a Non-qualified Supplementah8a Plan. The investment in the
limited partnership carried at cost was approxitye®8.0 million at March 31, 2006 and SeptemberZm5. The assets held in the Non-
qualified Supplemental Savings Plan are valuedianfarket which totaled $7.7 million at March 2D06 and $7.0 million at September
30, 2005. The recorded amounts for investmentsiented for under the equity method are $50.7 milhod $46.5 million at March 31,
2006 and September 30, 2005, respectively.

Gross Gross Est.
Unrealized Unrealized Fair
Cost Gains Losses Value

(in thousands)

Equity Securities 03/31/C $ 28,21: $ 144,410 $ —
Equity Securities 09/30/C $ 30,937 $ 94,00( $ —

172,62:
124,93

«@ &H




5.

HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)
Sale of Investment Securities

Net income includes after-tax gains from the sélavailable-for-sale securities as follows (in teands, except per share amounts):

Three Months Ended Six Months Ended
March 31, March 31,
2006 2005 2006 2005
After-tax gain (loss) $ — 3 18) $ 1,721 $ 16,04:
Earnings per diluted sha $ — 8 — 3 0.0: $ 0.31

The activity in the first six months of fiscal 20@&s comprised primarily of the sale of sharesunexuity investee, Atwood Oceanics
(“Atwood”), in conjunction with an equity offeringy Atwood.

Comprehensive Income

Comprehensive income, net of related tax, is devial (in thousands):

Three Months Ended Six Months Ended
March 31, March 31,
2006 2005 2006 2005
Net Income $ 64,57 $ 22,35( $ 11538 $ 61,66(
Other comprehensive incorr
Net unrealized gain on securities 23,01: 1,82 31,25¢ 2,851
Total comprehensive income $ 87,58 $ 24177 $ 146,64. $ 64,517

The components of accumulated other comprehensogerie, net of related taxes, are as follows (iushods):

March 31, September 30,
2006 2005
Unrealized gain on securities, net $ 89,53t $ 58,28(
Minimum pension liability (10,73¢) (10,73¢)
Accumulated other comprehensive income $ 78,80( $ 47,544

Cash Dividends

The $0.0825 cash dividend declared December 6,,208% paid March 1, 2006. On March 1, 2006, a dasHend of $0.0825 per share
was declared for shareholders of record on May2066, payable June 1, 2006.

Stockholders’ Equity
On March 2, 2006, the Company announced that isgdBof Directors had approved a 2-for-1 stock gpliits common stock, subject to
stockholder approval of an amendment to the ComipdRgstated Certificate of Incorporation to inceetse number of authorized

common shares of the Company. A special meetingeo€ompany’s stockholders is expected to be heid 23, 2006.

8




9.

HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Stock-Based Compensation

The Company has several plans providing for comstonk based awards to employees and to non-empthsestors. The plans permit
the granting of various types of awards includitagk options and restricted stock awards. Resttisteck may be granted for no
consideration other than prior and future servigé® purchase price per share for stock optionsmoape less than market price of the
underlying stock on the date of grant. Stock opierpire ten years after grant.

Vesting requirements are determined by the Humao&ees Committee of the Company’s Board of DinectOptions granted
December 6, 1995, began vesting December 6, 1988 2® percent of the options vesting for five catstive years. Options granted
December 4, 1996, began vesting December 4, 1987 2@ percent of the options vesting for five catstive years. Options granted
since December 3, 1997, began vesting one yearthftgrant date with 25 percent of the optiongingdor four consecutive years.

In March 2001, the Company adopted the 2000 Stocéritive Plan (the “Stock Incentive Plan”). Thec&tincentive Plan was effective
December 6, 2000 and will terminate December 6020hder this plan, the Company is authorized tmgoptions for up to 3,000,000
shares of the Company’s common stock at an exegpcise not less than the fair market value of theamon stock on the date of grant.
Up to 450,000 shares of the total authorized shasgsbe granted to participants as restricted stoekds. There were 101,500 shares
and 5,000 shares of restricted stock awards grantée six months ended March 31, 2006 and 2G8pectively. Effective March 1,
2006, no common-stock based awards will be madenthé Stock Incentive Plan.

On March 1, 2006, at the Annual Meeting of Stockleo$, the 2005 Long-Term Incentive Plan was apmtoVbe Plan, among other
things, authorizes the Board of Directors to greotiqualified and incentive stock options, restdctéock awards, stock appreciation
rights and performance units to selected emplogadso non-employee Directors. As of March 31, 20@6stock awards have been
granted from this plan.

In December 2004, the FASB issued Statement ofigiahAccounting Standards No. 123 (Revised 2084gre Based Payment (* SFAS
123(R)"). SFAS 123(R) is a revision of SFAS No. 1288 amendedccounting for Sock-Based Compensation (“SFAS 123”), and
supersedes Accounting Principles Board Opinion BAMo. 25, Accounting for Sock Issued to Employees (“APB 25"). SFAS 123(R)
eliminated the alternative to use the intrinsiareainethod of accounting that was provided in SFAS Which generally resulted in no
compensation expense recorded in the financiarstts related to the issuance of stock optionASSR23(R) requires that the cost
resulting from all share-based payment transactiengcognized in the financial statements. SFARRPestablished fair value as the
measurement objective in accounting for share-bpaghent arrangements and requires all companiggsply a fair-value based
measurement method in accounting for generallgradte-based payment transactions with employees.

In October 2005, the Company adopted SFAS 123(Ryuwsmodified prospective application, as perrditteader SFAS 123(R).
Accordingly, prior period amounts have not beematesl. Under this application, the Company is nemto record compensation
expense for all awards granted after the date @ptiah and for the unvested portion of previougignged awards that remain outstanc
at the date of adoption. Additionally, SFAS 123(Bjuires that the benefits of tax deduction in esa& recognized compensation cos
reported as a financing cash flow, rather thamaspeerating cash flow as required under previoafigctive accounting principles
generally accepted in the United States. Priohéocaidoption of SFAS 123(R), unearned compensatiated to restricted stock awards
was classified as a separate component of stookdsdlequity. In accordance with the provisions BAS 123(R), on October 1, 2005,
the balance in unearned compensation was reckssifiadditional paid-in capital on the balancesthe

9




HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

A summary of compensation cost for stock-based paymrrangements recognized in general and admaitivet expense and cash
received from the exercise of stock options isodlews (in thousands, except per share amounts):

Three Months Six Months
Ended Ended
March 31, 2006 March 31, 2006

Compensation expen

Stock options $ 3,55¢ $ 6,18(
Restricted stock 311 40¢€

$ 3,861 $ 6,58¢

After-tax stock based compensation $ 2,39¢ $ 4,08¢
Per basic share $ 0 $ .08
Per diluted share $ .05 % .08
Cash received from exercise of stock options $ 8,14: $ 11,86(

Benefits of tax deductions in excess of recognz@dpensation cost of $6.3 million is reported fis@ncing cash flow in the
Consolidated Condensed Statements of Cash Flothéagix months ended March 31, 2006.

Prior to adoption of SFAS 123(R), the Company ubedBlack-Scholes formula to estimate the valustotk options granted to
employees. The Company continues to use this aadglepdption valuation model following the adopt@SFAS 123(R). The fair value
of the options is amortized to compensation expense straight-line basis over the requisite serpieriods of the stock awards, which
are generally the vesting periods. The followinmarizes the weighted-average assumptions in tliehfior the three and six months
ended March 31, 2006 and 2005:

2006 2005
Risk-free interest rat 4.5% 4.2%
Expected stock volatilit 36.% 40.2%
Dividend yield .5% 1.C%
Expected term (in year 5.2 5.C

Risk-Free Interest Rate. The risk-free interest rate is based on the U.8aJurry securities for the expected term of theoapti

Expected Volatility Rate. Expected volatilities are based on the daily clggirice of the Company’s stock based upon histbrica
experience over a period which approximates theebegl term of the option.

Dividend Yield. The expected dividend yield is based on the Companyrent dividend.

Expected Term. The expected term of the options granted represkeatseriod of time that they are expected to kstanding. The
Company estimates the expected term of optiongepidrased on historical experience with grantsexaaicises.

10




HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

A summary of stock option activity under the Planthe six months ended March 31, 2006 is presdvtémv:

Weighted-
Weighted- Average
Average Remaining Aggregate
Exercise Contractual Intrinsic
Options Shares Price Term Value
(in thousands) (in thousands)
Outstanding at October 1, 20 3,24¢  $ 24.5]
Granted 32C 59.3¢
Exercised (493) 24.0¢
Forfeited/Expired (2 26.3¢
Outstanding at March 31, 2006 3,06¢ $ 28.2¢ 6.1¢ $ 127,47.
Vested and expected to vest at March 31, 2006 3,052 $ 28.1Z 6.1€ $ 127,33!
Exercisable at March 31, 2006 2,17¢  $ 23.7( 521 $ 100,27¢
A summary of stock option activity under the Planthe three months ended March 31, 2006 is prederlow:
Weighted-
Weighted- Average
Average Remaining Aggregate
Exercise Contractual Intrinsic
Options Shares Price Term Value
(in thousands) (in thousands)
Outstanding at January 1, 20 3,40¢ $ 27.8¢
Granted — —
Exercised (334) 24.37
Forfeited/Expired (1) 27.7¢
Outstanding at March 31, 2006 3,06¢ $ 28.2¢ 6.1 $ 127,47.

The weighted-average fair value of options grametie first quarter of fiscal 2006 was $22.79. dfdions were granted in the second
quarter of fiscal 2006. The total intrinsic valueoptions exercised during the three and six moatided March 31, 2006 was $16.7

million and $22.4 million, respectively.

Restricted stock awards consist of the Companyisnson stock and are time vested over 3-5 years Climepany recognizes
compensation expense on a straight-line basistbeeresting period. The fair value of restricteatktawards is determined based on the
closing trading price of the Company'’s shares engtant date. The weighted-average grant-datedie of shares granted for the six
months ended March 31, 2006 was $60.475. There meerestricted stock options awarded in the threaths ended March 31, 2006.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

A summary of the status of the Company’s restristedk awards as of March 31, 2006, and changésgltire six months then ended is
presented below:

Weighted-
Average

Grant-Date

Restricted Stock Awards Shares Fair Value
(in thousands)

Unvested at October 1, 20 5 $ 32.02
Granted 101 60.4¢
Vested — —
Forfeited — —
Unvested at March 31, 2006 106 $ 59.1¢

As of March 31, 2006, there was $5.9 million oftainrecognized compensation cost related to uedesstricted stock options granted
under the Plan. That cost is expected to be rezedriver a weighted-average period of 4.6 years.

In December 2005, the Company accelerated thengesti409,849 share options held by an employea fsult of that modification,
the Company recognized additional compensationresgef $2.2 million and $3.1 million respectivelyr, the three and six months
ended March 31, 2006.

The Company has the right to satisfy option exescfsom treasury shares and from authorized bwisued shares. The Company does
not currently anticipate repurchasing shares iroffen market during the remainder of the fiscatyea

Prior to October 1, 2005, stock-based awards wereumted for under APB 25 and related interpretati¢-ixed plan common stock
options generally did not result in compensatiopegse because the exercise price of the optiomsddsy the Company was equal to the
market price of the underlying stock on the datgraht. The following table illustrates the effectthe net income and earnings per s

as if the Company had applied the fair value rett@mmprovisions of SFAS No. 123ccounting for Stock-Based Compensation , for the
three and six months ended March 31, 2005 (in #ods except per share amounts):

Three Months Six Months
Ended Ended
March 31, 2005 March 31, 2005
Net income, as reporte $ 22,35( $ 61,66(
Add: Stock-based compensation expense includdtkiCbnsolidated Statements of Income,
net of related tax effec 5 7
Deduct: Total stoclbased compensation expense determined under fa@ based method f
all awards, net of related tax effe (839) (1,826
Pro forma net income $ 21,52: $ 59,84
Earnings per common sha
Basic-as reportet $ 044 % 1.22
Basic-pro forma $ 04: $ 1.1¢
Dilutecd-as reportet $ 04: $ 1.2C
Diluted-pro forma $ 041 $ 1.1€

12
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13.

HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Notes Payable and Long-term Debt

At March 31, 2006, the Company had $200 milliotoimg-term debt outstanding at fixed rates and nititaras summarized in the
following table.

Issue Amount Maturity Date Interest Rate

$25,000,000 August 15, 200° 5.51%
$25,000,000 August 15, 200! 5.91%
$75,000,000 August 15, 201. 6.4€%
$75,000,00( August 15, 201- 6.56%

The terms of the debt obligations require the Camgga maintain a minimum ratio of debt to total italization.

At March 31, 2006, the Company had a committed cungal line of credit totaling $50 million. Lettes§ credit totaling $16.4 million
were outstanding against the line at March 31, 2@#ving $33.6 million available to borrow. Underms of the line of credit, the
Company must maintain certain financial ratiosuadahg debt to total capitalization and debt to eags before interest, taxes,
depreciation, and amortization, and a certain le¥¢hngible net worth. The interest rate variesdobon LIBOR plus .875 to 1.125
percent or prime minus 1.75 percent to prime mih&9 percent depending on the ratios describedeat®tMMarch 31, 2006, no balanc
were outstanding under the line of credit. The hdng credit commitment expires July 11, 2006.

Income Taxes

The Company'’s effective tax rate was 38.6 peraettié first six months of fiscal 2006, compared 102 percent in the first six months
of fiscal 2005. The effective tax rate for the threonths ended March 31, 2006 and 2005 was 37c@mtesind 41.2 percent, respectively.
The effective rate differs from the U.S. federaltstory rate of 35.0 percent primarily due to statd foreign taxes. The effective tax rate
decrease for both the three and six months endedh\V&., 2006 compared to the three and six momttis&eMarch 31, 2005 is due to
ratio of domestic earnings to international eargimgreasing.

Contingent Liabilities and Commitments

In conjunction with the Company’s current drillinig construction program, purchase commitmenteépipment, parts and supplies of
approximately $119.5 million are outstanding at 8te81, 2006.

On or about April 10, 2006, the Company and itsrafme were sued for negligence in the death ot@antractor's employee. While the
loss attributable to this lawsuit cannot be reabbnestimated, the Company’s ultimate exposurangéd to its $2 million insurance
deductible plus a portion of defense costs. Varihsr legal actions, the majority of which arisghe ordinary course of business, are
pending. The Company maintains insurance agaimgticdusiness risks subject to certain deductitNeme of these legal actions are
expected to have a material adverse effect on timep@ny’s financial condition, cash flows or reswt®perations.

Segment Information

The Company operates principally in the contraittirly industry. The Company’s contract drilling $iness includes the following
operating segments: U.S. Land, U.S. Offshore,latetnational. The contract drilling operations sish mainly of contracting Company-
owned drilling equipment primarily to major oil agds exploration companies. The Company’s prim@agrinational areas of operation
include Venezuela, Colombia, Ecuador, other SoutteAcan countries and Africa. The Company alsoahReal Estate segment whose
operations are conducted exclusively in the metitgyoarea of Tulsa, Oklahoma. The key areas ofaijmn include a
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NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

shopping center and several multi-tenant wareholsesh reportable segment is a strategic busingsshich is managed separately.
Other includes investments and corporate operations

The Company evaluates segment performance basedane or loss from operations (segment operatingme) before income taxes
which includes:

¢ revenues from external and internal customers
e  direct operating costs

*  depreciation and

¢ allocated general and administrative costs

but excludes corporate costs for other depreciatimome from asset sales and other corporate ia@nd expense.

General and administrative costs are allocateddségments based primarily on specific identificaaind, to the extent that such
identification is not practical, on other methodsieh the Company believes to be a reasonable tigfteof the utilization of services
provided.

Segment operating income for all segments is a@AAP financial measure of the Company’s performaiasdt excludes general
expenses, corporate depreciation, income from aa$et and other corporate income and expenseCatmpany considers segment
operating income to be an important supplementalsune of operating performance by presenting tranttee Company’s core
businesses. This measure is used by the Compaplafaning and budgeting purposes and to facilpatéod-to-period comparisons in
operating performance of the Company’s reportabigrents in the aggregate by eliminating itemsdffatt comparability between
periods. The Company believes that segment opgrataome is useful to investors because it provadegeans to evaluate the operating
performance of the segments and the Company ongwirg basis using criteria that are used by awrial decision makers.
Additionally, it highlights operating trends andlgianalytical comparisons. However, segment opeyaticome has limitations and
should not be used as an alternative to operaticwnie or loss, a performance measure determingctordance with GAAP, as it
excludes certain costs that may affect the Comsangyérating performance in future periods.

Summarized financial information of the Companygpartable segments for the six months ended MakcRM06, and 2005, is shown in
the following tables:

External Inter- Total Operating
(in thousands) Sales Segment Sales Income
March 31, 2006
Contract Drilling:
U.S. Land $ 36642. $ — $ 366,42 $ 153,86¢
U.S. Offshore 63,22 — 63,22 12,48(
International 111,37: — 111,37: 22,414
541,01¢ — 541,01¢ 188,76
Real Estate 5,19¢ 394 5,59 2,17¢
Segment operating income 546,21¢ 394 546,61. 190,94:
Other — — — (10,68¢)
Eliminations — (394) (394) 90C
Operating income $ 546,21t $ — $ 546,21t $ 181,15!
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(Unaudited)
External Inter- Total Operating
(in thousands) Sales Segment Sales Income
March 31, 2005
Contract Drilling:
U.S. Land $ 23158 % — $ 23158. % 61,38t
U.S. Offshore 39,00¢ — 39,00¢ 8,34(
International 84,27( — 84,27( 9,77¢
354,85’ 354,85 79,50
Real Estate 5,27z 393 5,66¢ 1,93¢
Segment operating income 360,12¢ 393 360,52: 81,44(
Other — — — (2,069)
Eliminations — (393 (393 91k
Operating income $ 360,12¢ $ — $ 360,12¢ $ 80,29:

Summarized financial information of the Companygpartable segments for the three months ended Mxrch006, and 2005, is shown
in the following tables:

External Inter- Total Operating
(in thousands) Sales Segment Sales Income
March 31, 2006
Contract Drilling:
U.S. Land $ 193,66¢ $ — $ 193,66¢( $ 82,87
U.S. Offshore 33,70: — 33,70: 7,36¢
International 61,11% — 61,11% 13,117
288,48t — 288,48t 103,35¢
Real Estate 2,34: 202 2,54¢ 72€
Segment operating income 290,83( 202 291,03: 104,08«
Other — — — (4,312
Eliminations — (202 (202) 47¢
Operating income $ 290,83( $ — $ 290,83( $ 100,25:
External Inter- Total Operating
(in thousands) Sales Segment Sales Income
March 31, 2005
Contract Drilling:
U.S. Land $ 122,39: $% — $ 12239: $ 35,797
U.S. Offshore 18,64¢ — 18,64¢ 4,172
International 41,79¢ — 41,79¢ 3,582
182,84 — 182,84. 43,55!
Real Estate 2,60¢ 202 2,81( 861
Segment operating income 185,45( 202 185,65. 44,41:
Other — — — (6,315
Eliminations — (202) (202) 46C
Operating income $ 18545( $ — $ 18545( $ 38,557
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The following table reconciles segment operatir@pme per the table above to income before incomestand equity in income of
affiliate as reported on the Consolidated Condeistatements of Income.

Three Months Ended

Six Months Ended

March 31, March 31,
2006 2005 2006 2005
(in thousands)
Segment operating incon $ 104,08 $ 4441; $ 190,94. $ 81,44(
Income from asset sal 3,56: 971 4,53¢ 11,781
Corporate general and administrative costs andocatg
depreciatior (7,396 (6,826 (14,327) (12,93%)
Operating income 100,25: 38,557 181,15! 80,29:
Other income (expense
Interest and dividend incon 2,45¢ 1,19: 4,98¢ 2,15¢
Interest expens (1,946 (3,246 (4,526 (6,55%)
Gain (loss) on sale of investment securi — (36) 2,72( 26,31
Other 27 34¢ (48¢€) 34¢€
Total other income (expense) 537 (1,747 2,69¢ 22,25¢
Income before income taxes and equity in incomaffilfate $ 100,78t $ 36,81¢ $ 183,84¢ $ 102,55(
March 31, September 30,
2006 2005
(in thousands)
Total Asset:
U.S. Land $ 954,97. $ 809,40:
U.S. Offshore 101,73( 95,10¢
International 265,23! 239,08°
1,321,93 1,143,59!
Real Estat: 31,89( 32,20:
Other 530,19: 487,54¢
$ 1,884,020 $ 1,663,35!

The following table presents revenues from extecmatomers by country based on the location ofisemrovided.

Three Months Ended Six Months Ended

March 31, March 31,
2006 2005 2006 2005
(in thousands)
Operating revenue
United State: $ 229,710 $ 14365, $ 43484 $ 275,85¢
Venezuel: 19,067 15,88¢ 36,42 33,22
Ecuadol 21,94¢ 14,60: 41,06( 27,96
Other Foreign 20,10 11,30¢ 33,89! 23,08
Total 290,83l 185,45( $ 546,21t $ 360,12¢
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NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)
Pensions and Other Post-retirement Benefits

The following provides information at March 31, Z0&nd 2005 as to the Company-sponsored domestiteddfenefit pension plan.

Components of Net Periodic Benefit Cost

Three Months Ended Six Months Ended

March 31, March 31,
2006 2005 2006 2005
(in thousands)
Service Cos $ 1,021 $ 1,13¢ $ 2,04: $ 2,27:
Interest Cos 1,21( 1,154 2,42( 2,30¢
Expected return on plan assets (1,239 (1,099 (2,468 (2,189
Recognized net actuarial loss 21¢ 23¢ 43¢ A7¢€
Net pension expen: $ 1,21€ $ 1,43 $ 243 $ 2,87(
Plan Assets

The weighted-average asset allocations for theipeman by asset category follow:

At March 31, 2006 2005

Asset Categor

Equity Securities 84.€% 73.8%
Debt Securities 13.¢% 25.1%
Real Estate and Other 1.5% 1.1%
Total 100.(% 100.(%

Employer Contributions

The Company anticipates cash funding of its PenBlan will be approximately $3.8 million in fisc2006. Through March 31, 2006, the
Company had funded $1.8 million with an additiod@l7 million paid subsequent to that date.

Foreign Plan

The Company maintains an unfunded pension plaménod the international subsidiaries. Pension egpaevas approximately $92,000
and $80,000 for the three months ended March 316 26d 2005, respectively. Pension expense wasxdppately $375,000 and
$161,000 for the six months ended March 31, 20@62005, respectively.

Recently Issued Accounting Standards

In May 2005, the FASB issued SFAS No. 1Bdcounting Changes and Error Corrections-a replacement of APB Opinion No. 20 and

FASB Satement No. 3. This standard establishes, unless impracticasiimspective application as the required methoddporting a
change in accounting principle in the absence pfigktransition requirements specific to the ngwHopted accounting principle. SFAS
No. 154 will become effective for the Company foceunting changes and corrections of errors beggnimi fiscal 2007. Based on
historical experience, the Company does not exppecstandard to have a significant impact on tharftial statements.

Gain Contingencies

In August 2005, the Company’s Rig 201, which opesatn an operator’s tensiteg platform in the Gulf of Mexico, lost its entiderrick
and suffered significant damage as a result ofilme Katrina. The Company is still in the procekassessing the damage to the rig
does not anticipate that it will return to serviadiscal 2006. The rig was insured at a value #pgiroximated replacement cost to cover
the net book value and any additional losses. Taerethe Company expects to record a gain reguftiom the receipt of insurance
proceeds. Because the damage assessment hasmobbgseted, the Company is unable to estimatartheunt or timing of the gain.
Capital costs incurred in
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conjunction with any repairs will be capitalizeddastepreciated in accordance with the Company’siatatg policies.

17. Subsequent Events

Subsequent to March 31, 2006, the Company soldBGbares of an available-for sale security rasylth a gain of approximately $5.6
million, $3.4 million after-tax. Proceeds from thale were $6.4 million.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIMNCIAL CONDITION
AND RESULTS OF OPERATIONS
March 31, 2006

RISK FACTORS AND FORWARD -LOOKING STATEMENTS

The following discussion should be read in conjiorctvith the consolidated condensed financial stetets and related notes included
elsewhere herein and the consolidated financigstants and notes thereto included in the Comp&®0% Annual Report on Form 10-K.
The Company’s future operating results may be tgtbby various trends and factors, which are beybadCompany’s control. These
include, among other factors, fluctuations in naltgas and crude oil prices, expiration or termaraof drilling contracts, forfeiture of early
termination payments under fixed term contractstdusistained unacceptable performance, currerndyagge losses, changes in general
economic and political conditions, adverse weatioaditions including hurricanes, rapid or unexpéatianges in technologies, and unce!
business conditions that affect the Company’s lassies. Accordingly, past results and trends shmtle used by investors to anticipate
future results or trends.

With the exception of historical information, thatters discussed in Managemeriiscussion & Analysis of Financial Condition aResults
of Operations include forward-looking statementse3e forwardeoking statements are based on various assumpiliblesCompany cautiol
that, while it believes such assumptions to bearasle and makes them in good faith, assumptioostdbture events and conditions almost
always vary from actual results. The differencesvben good faith assumptions and actual resultbeanaterial. The Company is including
this cautionary statement to take advantage ofdéke harbor” provisions of the Private Securitiétigation Reform Act of 1995 for any
forward-looking statements made by, or on behalfled Company. The factors identified in this caniry statement are important factors
(but not necessarily all important factors) thatldocause actual results to differ materially fritose expressed in any forward-looking
statement made by, or on behalf of, the Company.

RESULTS OF OPERATIONS

Three Months Ended March 31, 2006 vs. Three MonthEnded March 31, 2005

The Company reported net income of $64.6 millioh.28 per diluted share) from operating revenuek280.8 million for the second quarter
ended March 31, 2006, compared with net income2g@f4million ($0.43 per diluted share) from opergtievenues of $185.5 million for the
second quarter of fiscal year 2005.

The following tables summarize operations by bussreegment for the three months ended March 38, 23@ 2005. Operating statistics in
the tables exclude the effects of offshore platfard international management contracts, and dnolotde reimbursements of “out-of-
pocket” expenses in revenue, expense and margidayecalculations. Per day calculations for intéomal operations also exclude gains and
losses from translation of foreign currency tratisas. Segment operating income is described iaildatNote 13 to the financial statements.
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Three Months Ended March 31,
2006 2005
(in thousands, except days and per day amounts)

U.S. LAND OPERATIONS

Revenue! $ 193,66¢ $ 122,39:
Direct operating expens: 92,05: 69,69¢
General and administrative expel 3,90¢ 1,83¢
Depreciation 14,83: 15,06:
Segment operating income $ 8287 $ 35,797
Activity days 8,08¢ 7,58¢
Average rig revenue per d. $ 22,59 $ 15,01¢
Average rig expense per d $ 10,02¢ $ 8,07¢
Average rig margin per de $ 12,567 $ 6,94¢
Rig utilization 98% 94%

U.S. LAND segment operating income increased ta%8&#llion for the second quarter of fiscal 2006mared to $35.8 million in the same
period of fiscal 2005. Revenues were $193.7 mildod $122.4 million in the second quarter of fis2@D6 and 2005, respectively. Include:
land revenues for the three months ended MarcB@16 and 2005 are reimbursements for “out-of-pdckrpenses of $11.0 million and $!
million, respectively. The $47.1 million increasesegment operating income was primarily the resfulicreased activity days and higher
dayrates.

Average land rig revenue per day was $22,593 abD$8 for the second quarter of fiscal 2006 andb208spectively. The significant
increase in average rig revenue per day was piiyrdue to higher dayrates. Land rig utilization v@dgspercent and 94 percent for the second
quarter of fiscal 2006 and 2005, respectively. Lagdactivity days for the second quarter of fis2@0D6 were 8,086 compared with 7,589 for
the same period of fiscal 2005, with an averagg9o8 and 84.3 rigs working during the second quaftéiscal 2006 and 2005, respectively.

Average rig expense per day increased $1,952 t®3&@er day at March 31, 2006 from $8,074 peratdylarch 31, 2005. Intense demand
for a quality labor force has elevated payroll agldted costs. Additionally, supplier cost incresafee material and supplies contributed to the
cost per day increase.

Three Months Ended March 31,
2006 2005
(in thousands, except days and per day amounts)

U.S. OFFSHORE OPERATIONS

Revenue: $ 33,70: $ 18,64¢
Direct operating expens: 21,82( 10,99:
General and administrative expel 1,82¢ 817
Depreciation 2,68¢ 2,66¢
Segment operating income $ 7,36¢ % 4,17
Activity days 69¢ 45C
Average rig revenue per d $ 39,707 $ 29,29%
Average rig expense per d $ 23,64: % 14,92¢
Average rig margin per de $ 16,06t $ 14,36¢
Rig utilization 71% 45%

U.S. OFFSHORE revenues include reimbursementsoiatr6f-pocket” expenses of $3.5 million and $1.4liom for the three months ended
March 31, 2006 and 2005, respectively.
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Revenues and direct operating expenses increashd second quarter of fiscal 2006 compared tedoend quarter of fiscal 2005 as a result
of five rigs returning to work. The increase in et operating income in the second quarter o&fi2g006 compared to the second quarter of
fiscal 2005 was due to increased activity daystdgher dayrates.

U.S. Offshore operations has had increasing derffarskrvices resulting in nine of the Company’sreleplatform rigs contracted at March
31, 2006, including Rig 201, compared to five caated at March 31, 2005. This has generated art2pencrease in operating margin per
day comparing the second quarter of fiscal 20(6ecsecond quarter of 2005. The remaining twoargsbeing bid.

Three Months Ended March 31,
2006 2005
(in thousands, except days and per day amounts)

INTERNATIONAL OPERATIONS

Revenue: $ 61,117 $ 41,79¢
Direct operating expens: 42,39¢ 32,92(
General and administrative expel 872 497
Depreciation 4,73¢ 4,80(
Segment operating income $ 13,11: $ 3,58
Activity days 2,16( 1,72¢
Average rig revenue per d. $ 22,97¢ $ 19,43(
Average rig expense per d $ 15,00¢ $ 13,67
Average rig margin per de $ 7,97¢ $ 5,75¢
Rig utilization 89% 71%

INTERNATIONAL DRILLING segment operating income ftine second quarter of fiscal 2006 was $13.1 mijleompared to $3.6 million
in the same period of fiscal 2005. Rig utilizatfon international operations was 89 percent fos ffear’'s second quarter, compared with 71
percent for the second quarter of fiscal 2005. Byithe quarter, an average of 24.0 rigs worked @watpto an average of 19.2 rigs in the
second quarter of fiscal 2005. International reesnwere $61.1 million in the second quarter ofafi@906, compared with $41.8 million in
the second quarter of fiscal 2005. The increasevanue is attributable to increased activity dayd increased dayrates. Included in
International Drilling revenues for the three manémded March 31, 2006 and 2005 are reimburserf@risut-of-pocket” expenses of $6.8
million and $3.8 million, respectively.

Currently in Venezuela, the Company has ten degpaperating for PDVSA and one committed to comraaperations in the third quarter.
The one remaining idle rig continues to be bid ontacts. Rig utilization in Venezuela was 83.3cpat and 68.1 percent for the second
quarter of fiscal 2006 and 2005, respectively.

Rig utilization in Ecuador was 100 percent for seeond quarter of both fiscal 2006 and 2005. Rlgation in Colombia increased to 100
percent in the second quarter of fiscal 2006 coagpér 96.1 percent in the second quarter of 2005.

During the second quarter of fiscal 2006, Argentiad two rigs operating. Argentina has a thirdungler contract that will commence
operations in the third quarter of fiscal 2006.sThg was relocated from U.S. Land Operations dutire first quarter of fiscal 2006.

Bolivia had one rig contracted during the secondrtr of fiscal 2006. A rig was moved from Bolit@Chile and worked at 100 percent
utilization during the second quarter of fiscal 200
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OTHER

General and administrative expenses increaseddt® $illion in the second quarter of fiscal 2006nfr $9.6 million in the second quarter of
fiscal 2005. The $4.4 million increase is primadiye to recording $3.9 million of stock-based congagion expense. Stock-based
compensation includes $1.7 million related to themion of SFAS 123(R) and $2.2 million due to @@mpany accelerating the vesting of
409,849 share options held by an employee. Alstriboriing to the increase in general and admintisteaexpenses are compensation bon
of $.3 million.

Interest and dividend income increased to $2.5anilin the second quarter of fiscal 2006 compaoe$ilt2 million in the second quarter of
fiscal 2005. The increase is due to higher earnirage increased cash and cash equivalent balameceshort-term investments.

Interest expense was $2.0 million in the secondtguaf fiscal 2006, compared to $3.2 million ire tbame period of fiscal 2005. Interest
expense is primarily attributable to the $200 milliong-term debt for both comparable quarters. rEdection in interest expense is due to
capitalized interest of $1.3 million related to thempany’s rig construction in the second quartdisoal 2006.

Income from asset sales was $3.6 million in theseéaquarter of fiscal 2006, compared to $1.0 millio the same period of fiscal 2005. The
increase of $2.6 million is primarily due to thdesaf a domestic land rig in the second quartdrsafl 2006.

Six Months Ended March 31, 2006 vs. Six Months EndeMarch 31, 2005

The Company reported net income of $115.4 mill®2.18 per diluted share) from operating revenuekbdt.2 million for the six months
ended March 31, 2006, compared with net incomesafBmillion ($1.20 per diluted share) from opergtievenues of $360.1 million for the
first six months of fiscal year 2005. Net income ttee first six months of fiscal 2006 includes $tniflion ($0.03 per diluted share) of after-
tax gains from the sale of available-for-sale siiest Net income for the first six months of fis@805 includes $16.0 million ($0.31 per
diluted share) of after-tax gains from the salenadilable-for-sale securities.

The following tables summarize operations by bussreegment for the six months ended March 31, 2666005. Operating statistics in the
tables exclude the effects of offshore platform emernational management contracts, and do ntidecreimbursements of “out-of-pocket”
expenses in revenue, expense and margin per dayaténs. Per day calculations for internationatmtions also exclude gains and losses
from translation of foreign currency transactioBegment operating income is described in detaildte 13 to the financial statements.

2006 2005
(in 000’s, except days and per day amounts)

U.S. LAND OPERATIONS

Revenue: $ 366,42: $ 231,58
Direct operating expens: 176,26t 136,67.
General and administrative expel 6,99( 3,70¢
Depreciation 29,29¢ 29,81¢
Segment operating income $ 153,86¢ $ 61,38t
Activity days 16,12: 15,17%
Average rig revenue per d $ 21,39¢ $ 14,19:
Average rig expense per d $ 9,60 $ 7,93¢
Average rig margin per de $ 11,79¢  $ 6,25¢
Rig utilization 97% 93%
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U.S. LAND operating results in the first six monthffiscal 2006 increased significantly from thergaperiod in fiscal 2005. Segment
operating income was $153.9 million and $61.4 arillin the first six months of fiscal 2006 and 20@Spectively.

Revenues were $366.4 million in the first six manti fiscal 2006, compared with $231.6 million lire tsame period of fiscal 2005. Included
in land revenues for the six months ended Marct28Q6 and March 31, 2005 are reimbursements fardbpocket” expenses of $21.4
million and $16.2 million, respectively. The $92rtilion increase in segment operating income wananily the result of higher land rig
margins and increased rig days.

The 89 percent increase in average rig marginsdwagrimarily to higher dayrates in fiscal 2006ndaig utilization was 97 percent and 93
percent for the six months of fiscal 2006 and 2065pectively. Land rig revenue days for the Sistmonths of 2006 were 16,121 compared
with 15,177 for the same period of 2005, with aarage of 88.6 and 83.4 rigs working during the i months of fiscal 2006 and 2005,
respectively. The increase in rig days and averggewvorking is attributable to increased actiuigys for the same rigs working in 2006 and
2005 at higher dayrates in 2006. During the fitsirter of fiscal 2006, one rig was transferred ftbie Company’s U.S. Land rig fleet to the
International rig fleet for a two-year term contracArgentina.

2006 2005
(in 00C's, except days and per day amount:

U.S. OFFSHORE OPERATIONS

Revenue: $ 63,22: % 39,00¢
Direct operating expens: 42,12¢ 23,83¢
General and administrative expel 3,26t 1,651
Depreciation 5,35( 5,17¢
Segment operating income $ 12,48( $ 8,34(
Activity days 1,34 1,01z
Average rig revenue per d. $ 38,09: $ 27,35(
Average rig expense per d $ 23,32 % 14,55:
Average rig margin per de $ 14,76 $ 12,79¢
Rig utilization 67% 51%

U.S. OFFSHORE operating revenues, direct operatipgnses and segment operating income increased theeasing demand and
increased dayrates. Included in offshore revenoieth& six months ended March 31, 2006 and Mar¢l23Qa5 are reimbursements for “out-
of-pocket”expenses of $7.2 million and $2.9 million, respesiii. Segment operating income increased to $12IBmin the first six month:
of fiscal 2006 from $8.3 million in the first sixanths of 2005. Rig days were 1,343 and 1,013 fefitst six months of fiscal 2006 and 20!
respectively. Rig utilization for the same periogss 67 percent and 51 percent, respectively.

Nine of the Compar’s eleven platform rigs, including Rig 201, areremtly contracted.
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2006 2005
(in 000’s, except days and per day amounts)

INTERNATIONAL OPERATIONS

Revenue: $ 111,37:  $ 84,27(
Direct operating expens: 78,09 63,77¢
General and administrative expel 1,47¢ 1,15(C
Depreciation 9,391 9,56¢
Segment operating income $ 2241 $ 9,77¢
Activity days 4,18¢ 3,551
Average rig revenue per d. $ 21,67: $ 19,31¢
Average rig expense per d $ 14,28, $ 13,50
Average rig margin per de $ 739: $ 5,81
Rig utilization 86% 71%

INTERNATIONAL DRILLING segment operating income the first six months of fiscal 2006 was $22.4 roillj compared to $9.8 million
in the same period of 2005. The increase in segoparating income is primarily the result of incsed rig activity and higher dayrates. Rig
utilization for international operations averagé&dp@rcent for the first six months of fiscal 2066mpared with 71 percent for the first six
months of fiscal 2005. An average of 23.1 rigs veorkluring the first six months of fiscal 2006, cargn to 19.6 rigs in the first six months
of fiscal 2005. International revenues were $1Millon and $84.3 million in the first six month$ fiscal 2006 and 2005, respectively.
Included in International Drilling revenues for thig months ended March 31, 2006 and 2005 are re®eiments for “out-of-pocket”
expenses of $11.9 million and $6.9 million, respty. The overall increase in margins per day wamarily the result of dayrate increases
in Ecuador and Venezuela. Additionally, activityydan Chile and Argentina increased.

Effective March 3, 2005, the Central Bank of Versawauthorized the devaluation of the bolivar frd®20 to 2150. Included in direct
operating expenses for the six months ended MakcBM@5 is a $1.7 million exchange loss primardiated to the Venezuelan currency
devaluation, compared to a $.2 million currencyaleation loss for the same period in 2006.

OTHER

General and administrative expenses increasedd® $2illion in the first six months of fiscal 2006®m $18.8 million in the first six months
of fiscal 2005. The $7.1 million increase is prifhadue to recording $6.6 million of stock-basedmensation expense. Stock-based
compensation includes $3.5 million related to themion of SFAS 123(R) and $3.1 million due to @@mpany accelerating the vesting of
409,849 share options held by an employee. Alstriborting to the increase in general and admintisteeexpenses are compensation bon
of $.5 million.

Interest and dividend income increased to $5.0anilin the first six months of 2006, compared to2H3illion in the same period of fiscal
2005. The increase is attributable to higher egsfrom increased cash and cash equivalent balamckshort-term investments.

Income from the sale of investment securities desad to $2.7 million in the first six months ofcid 2006, compared to $26.3 million in the
same period of fiscal 2005. The first six month@®5 includes gains from the sale of securitieb28.3 million, $16.0 million after-tax
($0.31 per diluted share), primarily from the safld,000,000 shares of Atwood Oceanics, Inc. Tigt §ix months of 2006 includes gains
from the sale of available-for-sale securities 2f7dmillion, $1.7 million after-tax ($0.03 per di&d share).
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Income from asset sales decreased to $4.5 miltidhe first six months of 2006, compared to $11ilion in the same period of fiscal 2005.
The decrease of $7.3 million is primarily due te Hale of two domestic land rigs in 2005 and tie sBone domestic land rig in 2006.

LIQUIDITY AND CAPITAL RESOURCES

Cash and cash equivalent balances decreased t@$nhiion at March 31, 2006 from $288.8 million&¢ptember 30, 2005. Contributing to
the decrease in cash and cash equivalents werputhbase of short-term investments of $83.0 nmllizet cash provided by operating
activities of $137.8 million, proceeds from theesaf investment securities of $3.1 million, proceém the sale of assets of $7.9 million,
proceeds from the sale of short-term investmen$2di million, cash received from the exerciseto€k options and the excess tax benefit
from stock-based compensation of $18.1 million,itehexpenditures of $170.9 million and dividendsdpof $8.6 million.

In January and March 2006, the Company announegdtteeyear term contracts were reached with two diffeexioration and productic
companies to operate a combined 9 new FlexRig&piil, 2006, the Company announced commitmentafoadditional two new FlexRigs.
With these contracts and those previously annoynthedCompany has committed to build 61 new FlesRAdl of the signed contracts, with
16 exploration and production companies, contaimiramum term of three years. The first rig was céetgrd late December 2005 and
commenced operations in western Colorado in Jar2@0g. Four more rigs were delivered to the figld Began operations in the second
quarter of fiscal 2006. The remaining rigs are expe to be delivered to the field at the rate af tevthree per month, increasing to four per
month in the summer of 2006. The total cost wasalty estimated at $11 million to $14 million peg, depending on equipment requirem
for each rig. Due to underestimated cost pressaagssciated with a strong upcycle and the impalzstfyear’'s hurricanes on labor
availability and costs, the estimated cost peisrit3 percent higher for the 30 rigs schedulecetdddivered in fiscal 2006. The constructiol
approximately 30 new rigs scheduled to be completédcal 2006 will be financed primarily by intally generated cash flow.

Capital expenditures were $170.9 million and $28illion for the first six months of fiscal 2006 a2805, respectively. Capital expenditures
increased from 2005 due to the Company’s curremstcaction program of new FlexRigs.

The Company anticipates capital expenditures & aggproximately $500 million for fiscal 2006. lndled in the $500 million is the cost to
construct 30 rigs scheduled to be built in fis@@0@& Capital expenditures will be financed primahi internally generated cash flow.

Current cash, investments in short-term money maseurities, and cash generated from operatingtis are expected to meet the
Company’s estimated capital expenditures, includilexRig construction done in fiscal 2006, and o#agected cash requirements for fiscal

2006. The Company'’s indebtedness totaled $200amifii March 31, 2006, as described in Note 10e¢dbnsolidated Condensed Financial
Statements.

There were no other significant changes in the Gomis financial position since September 30, 2005.
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PART I. FINANCIAL INFORMATION
March 31, 2006

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

For a description of the Company’s market risks, se

* ‘“ltem 7 (a). Quantitative and Qualitative DisclossiAbout Market Risk” in the Company’s 2005 AnnRalport on Form 10-K
filed with the Securities and Exchange Commissioiecember 13, 2005,

* Note 10 to the Consolidated Condensed Financié®ents contained in Item 1 of Part | hereof withard to interest rate risk is
incorporated herein by reference.

ITEM 4. CONTROLS AND PROCEDURES

As of the end of the period covered by this repmtevaluation was performed with the participatibthe Company’s management,

including the Chief Executive Officer and Chief &irtial Officer, of the effectiveness of the desagul operation of the Compasydisclosur.
controls and procedures. Based on that evaludtienCompany’s management, including the Chief EtteeDfficer and Chief Financial
Officer, concluded that the Company’s disclosuneticils and procedures were effective as of Margl2B06. There have been no changes in
the Company’s internal controls over financial ndjmg that occurred during the most recent fisaarter that have materially affected, or are
reasonably likely to materially affect, the Companpternal controls over financial reporting.

PART Il. OTHER INFORMATION
ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

The Annual Meeting of Stockholders of Helmerich &y#e, Inc. was held on March 1, 2006. ProxiesHermeeting were solicited by and on
behalf of the Board of Directors of Helmerich & Pay Inc., and there was no solicitation in oppositio such solicitation. The matters
presented for vote received the following for arithheld votes as noted below:

(1) To elect three Directors comprising the class aéEtors of the Company known as the “Third Classd three-year term
expiring in 2009. Each of the nominees for diresiigp was elected by the affirmative vote of a gityaf the shares of
voted common stock. The number of votes for antdhvetd from each Director, respectively, were alfed: W. H.
Helmerich, 111 41,429,550 for and 5,651,654 shavéhheld; Glenn A. Cox 41,989,947 for and 5,091,86@res withheld;
and Edward B. Rust, Jr. 43,601,952 for and 3,479skares withheld. There were no broker non-votedteer abstentions.
The other Directors whose term of office as Directantinued after the meeting are Hans HelmeridgrGe S. Dotson,
Paula Marshall, William L. Armstrong and John Dglig.

2 To approve the proposed Helmerich & Payne, Inc52G8hg-Term Incentive Plan which, among other tkiruthorizes
the Board of Directors to grant nonqualified anckintive stock options, restricted stock awardsksgppreciation rights
and performance units to selected employees andrteemployee Directors. A total of 2,000,000 shafesommon stock
have been authorized for award under the PlanPTdewas approved with 37,429,264 for, 3,406,8%8eshagainst,
658,630 shares abstaining, and 5,586,452 brokeratas.
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PART Il. OTHER INFORMATION
ITEM 6. EXHIBITS

The following documents are included as exhibitthts Form 10-Q. Those exhibits below incorporadigdeference herein are indicated as
such by the information supplied in the parentlaticereafter. If no parenthetical appears aftegxdribit, such exhibit is filed or furnished
herewith.

Exhibit
Number Description

3.1 Amended and Restated By-laws of Helmerich & Payme,(incorporated by reference to Exhibit 3.1l Registrant’s Form 8-K
filed March 2, 2006)

10.1 Helmerich & Payne, Inc. 2005 Long-Term IncentivarP(incorporated herein by reference to Appenddf e Registrant’s
Definitive Proxy Statement on Schedule 14A filedJamuary 26, 2006

10.2 Advisory Services Agreement dated February 17, 208&veen the Registrant and George S. Dotsonrfincated by reference to
Exhibit 10.1 of the Registrg’s Form K filed on February 21, 2006

31.1 Certification of Chief Executive Officer, as AdodtBursuant to Section 302 of the Sarb-Oxley Act of 2002

31.2 Certification of Chief Financial Officer, as Adopt@ursuant to Section 302 of the Sarb-Oxley Act of 2002

32 Certification of Chief Executive Officer and Chiefnancial Officer Pursuant to 18 U.S.C. Section@, 2% Adopted Pursuant to
Section 906 of the Sarbar-Oxley Act of 2002
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SIGNATURES
Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd¢iport to be signed on its
behalf by the undersigned thereunto duly authorized
HELMERICH & PAYNE, INC.
(Registrant’

Date: May 5, 2006 By: /S/HANS C HELMERICH
Hans C. Helmerich, Preside

Date: May 5, 2006 By: /S/IDOUGLAS E. FEARS
Douglas E. Fears, Chief Financial Offic
(Principal Financial Officer

EXHIBIT INDEX

The following documents are included as exhibitthts Form 10-Q. Those exhibits below incorpordigdaeference herein are indicated as
such by the information supplied in the parentladticereafter. If no parenthetical appears aftegxdrbit, such exhibit is filed or furnished
herewith.

Exhibit
Number Description

3.1 Amended and Restated By-laws of Helmerich & Payme,(incorporated by reference to Exhibit 3.1l Registrant’s Form 8-K
filed March 2, 2006)

10.1 Helmerich & Payne, Inc. 2005 Long-Term IncentivarP(incorporated herein by reference to Appendof fe Registrant’s
Definitive Proxy Statement on Schedule 14A filedJamuary 26, 2006

10.2 Advisory Services Agreement dated February 17, 2088veen the Registrant and George S. Dotsonrfincated by reference to
Exhibit 10.1 of the Registra’s Form K filed on February 21, 2006

31.1 Certification of Chief Executive Officer, as AdodtBursuant to Section 302 of the Sarb-Oxley Act of 2002

31.2 Certification of Chief Financial Officer, as Adopt®ursuant to Section 302 of the Sarb-Oxley Act of 2002

32 Certification of Chief Executive Officer and Chiefhancial Officer Pursuant to 18 U.S.C. Section@,3% Adopted Pursuant to
Section 906 of the Sarbal-Oxley Act of 2002
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EXHIBIT 31.1
CERTIFICATION
I, Hans Helmerich, certify that:
1. | have reviewed this report on Form 10-Q of Helme®&. Payne, Inc.;

2. Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or om#tate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in a
material respects the financial condition, resofteperations and cash flows of the Registrantfaaral for, the periods presented in this
report;

4, The Registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte controls and
procedures (as defined in Exchange Act Rules 13ayHnd 15d-15(e)) and internal control over finaheporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the Registrand have:

a) designed such disclosure controls and proceduresiused such disclosure controls and procedures tlesigned
under our supervision, to ensure that materialrinégion relating to the Registrant, including it solidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this report
is being prepared;

b) designed such internal control over financial répgr or caused such internal control over finah@gorting to b
designed under our supervision, to provide readerssurance regarding the reliability of financégdorting and
the preparation of financial statements for extepaposes in accordance with generally accepteduatting
principles;

C) evaluated the effectiveness of the Registrant'slalisire controls and procedures and presentedsimeort our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by
this report based on such evaluation; and

d) disclosed in this report any change in the Regissanternal control over financial reporting thatcurred during
the Registrant’s most recent fiscal quarter (thgi®eant’s fourth fiscal quarter in the case ofaamual report) that
has materially affected, or is reasonably likelyrtaterially affect, the Registrant’s internal cohtver financial
reporting; and

5. The Registrant’s other certifying officer and | lkadisclosed, based on our most recent evaluatiorterhal control over
financial reporting, to the Registrant’s auditonsldhe audit committee of the Registrant’s boardigctors (or persons performing the
equivalent functions):

a) all significant deficiencies and material weaknsssgahe design or operation of internal contradofinancial
reporting which are reasonably likely to adversdfgct the Registrant’s ability to record, processnmarize and
report financial information; and

b) any fraud, whether or not material, that involvesnagement or other employees who have a significéain the
Registrant’s internal control over financial reogt

Date: May 5, 2006 /SIHANS HELMERICH
Hans Helmerich, Chief Executive Offic




EXHIBIT 31.2
CERTIFICATION
I, Douglas E. Fears, certify that:
1. | have reviewed this report on Form 10-Q of Helme®&. Payne, Inc.;

2. Based on my knowledge, this report does not cor@ajnuntrue statement of a material fact or om#tate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statementsoéimer financial information included in this repdairly present in a
material respects the financial condition, resofteperations and cash flows of the Registrantfaaral for, the periods presented in this
report;

4, The Registrant’s other certifying officer and | aesponsible for establishing and maintaining disgte controls and
procedures (as defined in Exchange Act Rules 13ayHnd 15d-15(e)) and internal control over finaheporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the Registrand have:

a) designed such disclosure controls and proceduresiused such disclosure controls and procedures tlesigned
under our supervision, to ensure that materialrinégion relating to the Registrant, including it solidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this report
is being prepared;

b) designed such internal control over financial répgr or caused such internal control over finah@gorting to b
designed under our supervision, to provide readerssurance regarding the reliability of financégdorting and
the preparation of financial statements for extepaposes in accordance with generally accepteduatting
principles;

C) evaluated the effectiveness of the Registrant'slalisire controls and procedures and presentedsimeort our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by
this report based on such evaluation; and

d) disclosed in this report any change in the Regissanternal control over financial reporting thatcurred during
the Registrant’s most recent fiscal quarter (thgi®eant’s fourth fiscal quarter in the case ofaamual report) that
has materially affected, or is reasonably likelyrtaterially affect, the Registrant’s internal cohtver financial
reporting; and

5. The Registrant’s other certifying officer and | lkadisclosed, based on our most recent evaluatiorterhal control over
financial reporting, to the Registrant’s auditonsldhe audit committee of the Registrant’s boardigctors (or persons performing the
equivalent functions):

a) all significant deficiencies and material weaknedsehe design or operation of internal contra¢iofinancial reportin
which are reasonably likely to adversely affectRegistrant’s ability to record, process, summaaiaé report financial
information; and

b) any fraud, whether or not material, that involvesnagement or other employees who have a significéain the
Registrant’s internal control over financial reogt

Date: May 5, 2006 /SIDOUGLAS E. FEARS
Douglas E. Fears, Chief Financial Offic




EXHIBIT 32

Certification of CEO and CFO Pursuant to
18 U.S.C. Section 1350,
As Adopted Pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

In connection with the Quarterly Report of Helmér& Payne, Inc. (the “Company”) on Form 10-Q foe tberiod ending March 31,
2006, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), Hansnitich, as Chief Executive Officer of
the Company, and Douglas E. Fears, as Chief Fiab®(¢ficer of the Company, each hereby certifiagspant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, to the best of his knowledge, that:

Q) The Report fully complies with thejuégrements of Section 13(a) of the Securities ErgleaAct of 1934; and

(2) The information contained in the Refairly presents, in all material respects, timafcial condition and result of
operations of the Company.

/SIHANS HELMERICH /SIDOUGLAS E. FEARS
Hans Helmerich Douglas E. Fear
Chief Executive Office Chief Financial Officel

May 5, 200€ May 5, 200€




