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ITEM 1. FINANCIAL STATEMENTS

ASSETS

Current asset:
Cash and cash equivalel
Short term investmen

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

(in thousands, except share amounts)

Accounts receivable, less reserve of $1,880 at 30n2006 and $1,791 at September 30, 2

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:
Notes payabli
Accounts payabl
Accrued liabilities
Total current liabilities

NonCurrent liabilities
Long-term notes payab
Deferred income taxe
Other

Total noncurrent liabilities

Shareholder equity:

Common stock, $.10 par value, 160,000,000 shate®rared, 107,057,904 shares iss
Preferred stock, no par value, 1,000,000 shart®ared, no shares issu

Additional paic-in capital
Retained earning
Unearned compensatit

Accumulated other comprehensive incc

Treasury stock, at cost
Total shareholders’ equity

Total liabilities and shareholders’ equity

The accompanying notes are an integral part oktetements.

Unaudited

June 30, September 30

2006 2005
$ 114,101 $ 288,75
102,83t 388
240,801 162,64¢
24.,44; 21,31¢
9,97¢ 8,76E
17,19¢ 17,93¢
509,35: 499,797
229,59¢ 178,45:
1,242,76¢ 981,96¢
3,172 3,13€
$ 1,984,89: $ 1,663,35(
2,32¢€ —
62,672 44 ,85¢
71,36¢ 44,62
136,36: 89,481
200,00( 200,00(
279,03t 246,97¢
47,921 47,65¢€
526,95¢ 494,631
10,70¢€ 10,70¢€
133,88¢ 106,94«
1,121,33: 939,38(
— (134)
74,60¢ 47,544
(18,957) (25,207)
1,321,57¢ 1,079,23¢
$ 1,984,89: $ 1,663,35(




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

Three Months Ended Nine Months Ended
June 30, June 30,
2006 2005 2006 2005
Operating revenue:

Drilling — U.S. Land $214,86¢ $ 138,72( $581,28¢ $ 370,30
Drilling — U.S. Offshore 34,56¢ 19,90¢ 97,791 58,91(
Drilling — International 67,831 46,03( 179,20¢ 130,30(
Real Estate 2,533 2,732 7,732 8,004

319,79¢ 207,38 866,01¢ 567,51¢

Operating costs and oth

Operating costs, excluding depreciat 169,42¢ 121,47( 466,82¢ 347,04
Depreciatior 25,07¢ 23,41¢ 71,38¢ 70,631
General and administratiy 13,04¢ 11,68( 38,944 30,51¢
Income from asset sal (1,895) (603) (6,431) (12,390
205,65¢ 155,96¢ 570,72 435,80:
Operating income 114,13 51,421 295,29 131,71
Other income (expense
Interest and dividend incon 2,638 1,671 7,61¢ 3,82t
Interest expens (1,281) (3,127) (5,807) (9,682)
Gain on sale of investment securit 9,39C — 12,11 26,31z
Other 1,08t 29 599 375
11,827 (1,427) 14,521 20,831
Income before income taxes and equity in incomaffiifate 125,96¢ 49,99 309,81: 152,54«
Income tax provisiol 47,63¢ 20,627 118,67¢ 62,91(
Equity in income of affiliate net of income taxes 1,647 458 4,227 1,851
NET INCOME $ 79,97t $ 29,82 $19536: $ 91,48¢
Earnings per common sha
Basic $ 076 $ 029 $ 187 $ 0.9C
Diluted $ 075 $ 028 $ 184 $ 0.88
Weighted average shares outstand
Basic 105,01¢ 102,46¢ 104,54 101,81¢
Diluted 106,41¢ 104,47 105,987 103,58¢
Dividends declared per common sh $0.0450C $0.0412f $0.1275( $0.1237¢

The accompanying notes are an integral part oktetements.




HELMERICH & PAYNE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

(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
Othernet
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 liabilitie

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 activi

FINANCING ACTIVITIES:
Increase in notes payat
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

(Unaudited)

The accompanying notes are an integral part oktetements.

Nine Months Ended

June 30,

2006 2005
$195,36: $ 91,48¢
71,38¢ 70,631
(6,817) (2,985)
8,131 19
(11,979 (26,319
(6,431) (12,390
(769) (350)
11,581 30,417
(78,155 (34,439
(3,129 718
700 (2,429)
4,162 (2,519
26,93¢ 4,06t
5,30¢ 7,887
1,62¢ 6,19¢
217,91°¢ 130,00z
(322,579 (50,409
(115,077 (5,000)
23,33¢ 64,84:
10,022 27,36¢
(404,297) 36,79¢
2,32€ 379
(12,960 (12,607
12,341 16,417
10,01¢ —
11,72¢ 4,18¢€
(174,657  170,98¢
288,75 65,29¢
$114,101 $ 236,28¢




HELMERICH & PAYNE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENT OF SHAREHOLDERSQ®JITY
(in thousands, except per share amounts)

Accumulated

Additional Other Total
Common Stock  Paid-In Retained Unearned Comprehensive _ Treasury Stock  Shareholder¢
Shares Amount Capital Earnings Compensation Income Shares Amount Equity
Balance, September 30, 2005 107,05¢ $10,70¢  $106,94« $939,38( $(134) $47,542 3,18S  $(25,2072) $1,079,23t
Comprehensive Incom
Net Income 195,36= 195,362
Other comprehensive income, Unrealized
gains on availab- for-sale securities, ni 27,062 27,062
Comprehensive income 222,42¢
Cash dividends ($0.1275 per share) (13,409 (13,409
Exercise of stock optior 6,02€ (1,33)) 6,313 12,341
Reversal of unearned compensation upon
adoption of SFAS123(F (66) 134 10 (68) —
Tax benefit of stock-based awards, includin
excess tax benefits of $10,0 12,851 12,851
Stock-based compensation 8,131 8,131
Balance, June 30, 2006 107,05¢ $10,70¢  $133,88¢ $1,121,33: $— $74,60€ 1,86 $(18,957) $1,321,57t

The accompanying notes are an integral part oktetements.
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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 staten@nttain all adjustments,
consisting of those of a normal recurring natuezassary to present fairly the results of the perjresented. The results of

operations for the three and nine months ended 3gn2006 and June 30, 2005, are not necessatilyaitive of the results to be
expected for the full year. These consolidatedleosed financial statements should be read in notign with the consolidated

financial statements and notes thereto in the Coyip2005 Annual Report on Form 10-K/A.

Certain reclassifications have been made to ther pariod amounts to conform to the current pepoasentation.

All prior period common stock and applicable sheamne per share amounts have been retroactivelytadijts reflect a 2-for-1
split of the Company’s common stock effective JA6e2006.

Earnings per Share

Basic earnings per share is based on the weighted@e number of common shares outstanding dunmgeriod. Diluted
earnings per share includes the dilutive effectto€k options and restricted stock.

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

Three Months Ended Nine Months Ended
June 30, June 30,

2006 2005 2006 2005
Basic weighted average shares 105,01¢ 102,46¢ 104,54: 101,81¢
Effect of dilutive shares

Stock options and restricted stock 1,40C 2,00€ 1,44% 1,76€

Diluted weighted average shares 106,41¢ 104,47 105,98; 103,58¢
Inventories

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

Investments

The following is a summary of available-for-salewdties, which excludes those accounted for utiteequity method of
accounting, investments in limited partnershipsiedrat cost and assets held in a Non-qualifiecpfupental Savings Plan. The
investments in the limited partnerships carriedcst were approximately $12.4 million at June 3M&and approximately $3.0
million at September 30, 2005. The assets helddrNon-qualified Supplemental Savings Plan araedht fair market which
totaled $5.6 million at June 30, 2006 and $7.0iamlat September 30, 2005. The recorded amountevestments accounted
for under the equity method are $53.4 million ad6.$ million at June 30, 2006 and September 305 2@&pectively.

Gross Gross Est.
Unrealized Unrealized Fair
Cost Gains Losses Value
(in thousands)
Equity Securities 06/30/C $ 2060t$ 137,89($ (240)$ 158,25t
Equity Securities 09/30/C $ 30,937% 94,00($ — % 124,935




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 salavailable-for-sale securities as follows (in teands, except per share
amounts):

Three Months Ended Nine Months Ended
June 30, June 30,
2006 2005 2006 2005
After-tax gain $ 5,782% —$ 7,50z% 16,042
Earnings per diluted sha $ .05% —$ 0.07%$ 0.15

The activity in the first nine months of fiscal Z2)@as comprised primarily of the sale of sharesunequity investee, Atwood
Oceanics (“Atwood”), in conjunction with an equiffering by Atwood.

Comprehensive Income

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

Three Months Ended Nine Months Ended
June 30, June 30,
2006 2005 2006 2005
Net Income $ T7997t$ 29,82t$ 195,36:% 91,48t
Other comprehensive incorr
Net unrealized gain (loss) on securities (4,199 4,61F 27,062 71,472
Total comprehensive income $ 75,781% 34,44($ 222,42:$ 98,957

The components of accumulated other comprehensogarie, net of related taxes, are as follows (inshods):

June 30, September 30
2006 2005
Unrealized gain on securities, net $ 85,342 $ 58,28(
Minimum pension liability (10,736 (10,736
Accumulated other comprehensive income $ 74,60¢ $ 47,544

Cash Dividends

The $0.04125 cash dividend declared March 1, 28@86,paid June 1, 2006. On June 7, 2006, a casteditiof $0.045 per share
was declared for shareholders of record on Augbis2Q06, payable September 1, 2006.

Shareholders’ Equity

On March 1, 2006, the Company’s Board of Direcapproved a 2-for-1 stock split on its common statiject to shareholder
approval of an amendment to the Company’s Rest@getificate of Incorporation to increase the numifesiuthorized common
shares of the Company. On June 23, 2006, the Quytgpshareholders approved the amendment. Asudt,rése split was paid in
the form of a share distribution on July 7, 2006h® shareholders of record on June 26, 2006. effeet on the June 30, 2006
balance sheet was to reduce Additional Paid-in t@bpy $5.4 million and increase Common Stock byl $8illion. All prior
period common stock and applicable share and @eestmounts have been retroactively adjusted kectehe split.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Stock-Based Compensation

The Company has several plans providing for comstook based awards to employees and to non-emplRiyeetors. The plans
permit the granting of various types of awardsudatg stock options and restricted stock awardsstited stock may be granted
for no consideration other than prior and futuneises. The purchase price per share for stodloepimay not be less than market
price of the underlying stock on the date of gra®itock options expire ten years after grant.

Vesting requirements are determined by the Humao&ees Committee of the Company’s Board of Dinect®ptions granted
December 6, 1995, began vesting December 6, 1988 2@ percent of the options vesting for five cenigtive years. Options
granted December 4, 1996, began vesting Decemid&9%, with 20 percent of the options vesting fee tonsecutive years.
Options granted since December 3, 1997, begamgestie year after the grant date with 25 percetti@bptions vesting for four
consecutive years.

In March 2001, the Company adopted the 2000 Stocéritive Plan (the “Stock Incentive Plan”). Thecktincentive Plan was
effective December 6, 2000 and will terminate Delsen6, 2010. Under this plan, the Company is aizbd to grant options for
up to 6,000,000 shares of the Company’s commork stban exercise price not less than the fair mar&iie of the common stock
on the date of grant. Up to 900,000 shares ofdta¢ authorized shares may be granted to partitipas restricted stock awards.
There were 203,000 shares and 10,000 shares oftedtstock awards granted in the nine months @ddee 30, 2006 and 2005,
respectively. All share amounts have been adjusteeflect the stock split effective June 26, 20@8fective March 1, 2006, no
additional common-stock based awards will be madkeuthe Stock Incentive Plan.

On March 1, 2006, at the Annual Meeting of Stockleo$, the 2005 Long-Term Incentive Plan was apgroviéhe Plan, among
other things, authorizes the Board of Directorgrint nonqualified and incentive stock optionstrieted stock awards, stock
appreciation rights and performance units to setbemployees and to non-employee Directors. Ainé 30, 2006, no stock
awards have been granted from this plan.

In December 2004, the FASB issued Statement offeinbAccounting Standards No. 123 (Revised 2084)re Based Payment
(“SFAS 123(R)"). SFAS 123(R) is a revision of SFAB. 123, as amendefg¢counting for Sock-Based Compensation (“SFAS
123"), and supersedes Accounting Principles Bogihion (“APB”) No. 25,Accounting for Stock Issued to Employees (“APB

25"). SFAS 123(R) eliminated the alternative te tise intrinsic value method of accounting that wamvided in SFAS 123,

which generally resulted in no compensation expeaserded in the financial statements related ¢dghuance of stock options.
SFAS 123(R) requires that the cost resulting frdnsleare-based payment transactions be recognizéetifinancial statements.
SFAS 123(R) established fair value as the measureaigective in accounting for share-based payraaiaingements and requires
all companies to apply a fair-value based measunemethod in accounting for all share-based paynransactions with
employees.

In October 2005, the Company adopted SFAS 123(RRpwsmodified prospective application, as perrditeder SFAS 123(R).
Accordingly, prior period amounts have not beematesl. Under this application, the Company is iregito record compensation
expense for all awards granted after the date gtémh and for the unvested portion of previougigrged awards that remain
outstanding at the date of adoption. AdditionaBiFAS 123(R) requires that the benefits of tax dédn in excess of recognized
compensation cost be reported as a financing ¢ash father than as an operating cash flow as reduinder previously effective
accounting principles generally accepted in thetdthStates. Prior to the adoption of SFAS 123(Rgarned compensation
related to restricted stock awards was classified separate component of stockholders’ equityactordance with the provisions
of SFAS 123(R), on October 1, 2005, the balanaeemrrned compensation was reclassified to additfaid-in capital on the
balance sheet.




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 Nine Months
Ended Ended
June 30, 200¢ June 30, 200¢
Compensation expen

Stock options $ 1,231% 7,411
Restricted stock 314 720
$ 1,54 $ 8,131
After-tax stock based compensation $ 95 $ 5,041
Per basic share $ .0 $ .0
Per diluted share $ 0 $ .0
Cash received from exercise of stock options $ 48 $ 12,34

Benefits of tax deductions in excess of recognzadpensation cost of $10.0 million is reported &sancing cash flow in the
Consolidated Condensed Statements of Cash Flothéanine months ended June 30, 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 tatglepoption valuation model following the adoptmiSFAS 123(R). The
fair value of the options is amortized to compeiosegéxpense on a straight-line basis over the sguservice periods of the stock
awards, which are generally the vesting periode. fbHowing summarizes the weighted-average assomgpin the model for the

three and nine months ended June 30, 2006 and 2005:

2006 2005

Risk-free interest rat 4.5% 4.2%

Expected stock volatilit 36.9%40.2%

Dividend yield 5% 1.0%
52 5.0

Expected term (in year

Risk-Free Interest Rate. The risk-free interest rate is based on the Ut&asury securities for the expected term of theap

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

Dividend Yield. The expected dividend yield is based on the Caryipacurrent dividend yield.
Expected Term. The expected term of the options granted reptsdka period of time that they are expected touistanding.

The Company estimates the expected term of optjoarsted based on historical experience with grantexercises.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT

(Unaudited)

A summary of stock option activity under the Planthe nine months ended June 30, 2006 is presbeted:

Weighted-
Weighted- Average Aggregate
Average Remaining Intrinsic
Shares Exercise Contractual Value
Options (in thousands) Price Term (in thousands)
Outstanding at October 1, 20 6,48¢ $ 12.2¢
Granted 640 29.6¢
Exercisec (1,479 12.2¢€
Forfeited/Expired (21) 16.5¢
Outstanding at June 30, 2006 5,62¢ $ 14.2 6.23 $ 89,36¢
Vested and expected to vest at June 30, 2006 5,602 $ 14.1 6.22 $ 89,34¢
Exercisable at June 30, 2006 3,851 $ 11.7. 528 $ 70,81%
A summary of stock option activity under the Planthe three months ended June 30, 2006 is presbatew:
Weighted-
Weighted- Average Aggregate
Average Remaining Intrinsic
Shares Exercise Contractual Value
Options (in thousands) Price Term (in thousands)
Outstanding at April 1, 20C 6,137 $ 14.14
Granted — —
Exercisec (492) 12.7%
Forfeited/Expired (17) 17.2¢
Outstanding at June 30, 2006 5626 $ 14.2 6.23 $ 89,36¢

The weighted-average fair value of options grametie first quarter of fiscal 2006 was $11.40. djtions were granted in the
third quarter of fiscal 2006. The total intrinsialue of options exercised during the three and nionths ended June 30, 2006 was

$12.4 million and $34.8 million, respectively.

Restricted stock awards consist of the Companyisngon stock and are time vested over 3-5 years. Ciimepany recognizes
compensation expense on a straight-line basistbeeresting period. The fair value of restricteatk awards is determined based
on the closing trading price of the Company’s shamethe grant date. The weighted-average grdetfdat value of shares
granted for the nine months ended June 30, 20068@&24. There were no restricted stock optiongdedin the three months

ended June 30, 2006.

11




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 June 30, 2006, and changeasydine nine months then
ended is presented below:

Weighted-
Average

Shares Grant-Date

Restricted Stock Awards (in thousands) Fair Value
Unvested at October 1, 20 10 $ 16.01
Granted 203 30.24
Vested — —
Forfeited — —
Unvested at June 30, 2006 213 $ 29.5

As of June 30, 2006, there was $5.6 million ofltateecognized compensation cost related to ungestricted stock options
granted under the Plan. That cost is expecteé tetognized over a weighted-average period ofdads.

In December 2005, the Company accelerated thengesti819,698 share options held by a senior ekaxutho retired. As a
result of that modification, the Company recogniaéditional compensation expense of $2.9 milliontfi@ nine months ended
June 30, 2006.

The Company has the right to satisfy option exescfsom treasury shares and from authorized bssued shares. The Company
does not currently anticipate repurchasing sharéise open market during the remainder of the figear.

Prior to October 1, 2005, stock-based awards wereumted for under APB 25 and related interpretatioFixed plan common
stock options generally did not result in compeinsagxpense because the exercise price of thenspissued by the Company was
equal to the market price of the underlying stockhe date of grant. The following table illuseésthe effect on the net income
and earnings per share as if the Company had dppléefair value recognition provisions of SFAS N&3,Accounting for Stock-
Based Compensation, for the three and nine months ended June 30, @go@bousands except per share amounts):

Three Months Nine Months
Ended Ended
June 30, 200¢ June 30, 200¢
Net income, as reporte $ 29,82t $ 91,48~
Add: Stock-based compensation expense includétiConsolidated Statements of Income,
net of related tax effec 5 12
Deduct: Total stock-based compensation expensentieted under fair value based method f
all awards, net of related tax effe (903) (2,729
Pro forma net income $ 28,927 $ 88,76¢
Earnings per common sha
Basic-as reportet $ 0.29 % 0.9C
Basic-pro forma $ 0.28 $ 0.87
Diluted-as reportet $ 0.28 $ 0.88
Diluted-pro forma $ 0.28 $ 0.8€

12
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Notes Payable and Long-term Debt

At June 30, 2006, the Company had $200 millioroitgtterm debt outstanding at fixed rates and m#&aras summarized in the
following table.

Issue Amount Maturity Date Interest Rate
$25,000,00( August 15, 200 5.51%
$25,000,00( August 15, 200! 5.91%
$75,000,00( August 15, 201. 6.46%
$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 June 30, 2006, the Company had a committed wmeddine of credit totaling $50 million. Letten$credit totaling $16.4
million were outstanding against the line at JuBe2®06, leaving $33.6 million available to borrdynder terms of the line of
credit, the Company must maintain certain finan@sibs including debt to total capitalization atebt to earnings before interest,
taxes, depreciation, and amortization, and a celtaiel of tangible net worth. The interest ratéesmbased on LIBOR plus .875 to
1.125 percent or prime minus 1.75 percent to primmaus 1.50 percent depending on the ratios desteabeve. At June 30, 2006,
no balances were outstanding under the line ofitcrddhe revolving credit commitment expired Jull, 2006, and subsequent to
June 30, 2006, the Company renewed the facilithi trie same terms as the existing line of credite fienewed facility matures in
July 2007.

As of June 30, 2006, the Company had two outstandinsecured notes payable to a bank totaling idlidn denominated in a
foreign currency. The interest rate of the notas W3 percent with a 60 day maturity. Subsequetiitet third quarter of fiscal
2006, one note for $1.2 million was paid in fuldathe second note for $1.1 million was renewedfbdays at the same interest
rate.

Income Taxes

The Company'’s effective tax rate was 38.3 peraettié first nine months of fiscal 2006, compared1® percent in the first nine
months of fiscal 2005. The effective tax rate fug three months ended June 30, 2006 and 2005 wag&tent and 41.2 percent,
respectively. The effective rate differs from thes. federal statutory rate of 35.0 percent pritpatie to state and foreign taxes.
The effective tax rate decrease for both the threknine months ended June 30, 2006 compared tbréeand nine months
ended June 30, 2005 is due to the ratio of domeatitings to international earnings increasing.

Contingent Liabilities and Commitments

In conjunction with the Company’s current drilling construction program, purchase commitmenteépipment, parts and
supplies of approximately $210.8 million are outsliag at June 30, 2006.

On or about April 10, 2006, the Company and itsrafme were sued for negligence in the death ot&antractor's employee.
While the ultimate loss attributable to this lawsannot be reasonably estimated, the Company'ssexp is limited to its $2
million insurance deductible. Various other legefions, the majority of which arise in the ordinaourse of business, are
pending. The Company maintains insurance agaémtdin business risks subject to certain deduatibMone of these legal
actions are expected to have a material adversetefh the Company’s financial condition, cash #aw results of operations.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMERS
(Unaudited)

13. Segment Information

The Company operates principally in the contraittirly industry. The Company’s contract drilling $iness includes the following
reportable operating segments: U.S. Land, U.Shofe, and International. The contract drilling@gtions consist mainly of
contracting Company-owned drilling equipment priilyaio major oil and gas exploration companies.e @ompany’s primary
international areas of operation include Venezuetdombia, Ecuador, other South American countims Africa. The
International operations have similar servicesghgimilar types of customers, operate in a consist@nner and have similar
economic and regulatory characteristics. Theretbiee Company has aggregated its Internationalatipeis into one reportable
segment. The Company also has a Real Estate segmese operations are conducted exclusively imib&opolitan area of
Tulsa, Oklahoma. The key areas of operation ireclughopping center and several multi-tenant warsds Each reportable
segment is a strategic business unit which is mathagparately. Other includes investments and caigoperations.

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

* revenues from external and internal customers
» direct operating costs
*  depreciation and
» allocated general and administrative costs
but excludes corporate costs for other depreciatimome from asset sales and other corporate ia@d 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 tigiteof the utilization of
services provided.

Segment operating income for all segments is a@AAP financial measure of the Company’s performaiasdt excludes general
and administrative expenses, corporate deprecjatioome from asset sales and other corporate ia@d expense. The
Company considers segment operating income to lr@ortant supplemental measure of operating perdorce for presenting
trends in the Company’s core businesses. Thisunedsused by the Company to facilitate perioghdoiod comparisons in
operating performance of the Company’s reportaigrents in the aggregate by eliminating itemsaffatt comparability
between periods. The Company believes that segopenating income is useful to investors becaupeoitides a means to
evaluate the operating performance of the segnagritshe Company on an ongoing basis using critesibare used by our
internal decision makers. Additionally, it highlig operating trends and aids analytical compasisdowever, segment operating
income has limitations and should not be used adtamative to operating income or loss, a perforoe measure determined in
accordance with GAAP, as it excludes certain cthetsmay affect the Company’s operating performandature periods.

Summarized financial information of the Companygpartable segments for the nine months ended Jurizd86, and 2005, is
shown in the following tables:
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT

(Unaudited)
Segmeni
External Inter - Total Operating
(in thousands) Sales Segment Sales Income
June 30, 200¢
Contract Drilling:
U.S. Land $ 581,28¢$ — $ 581,28¢ $ 247,57¢
U.S. Offshore 97,791 — 97,791 20,11¢
International 179,20¢ — 179,20t 40,09¢
858,28 — 858,28: 307,79(
Real Estate 7,732 588 8,32( 3,271
866,01« 588 866,60: 311,061
Eliminations — (588) (588) —
Total $ 866,01<$ — $ 866,01¢ $ 311,061
Segmeni
External Inter - Total Operating
(in thousands) Sales Segment Sales Income
June 30, 200¢
Contract Drilling:
U.S. Land $ 370,30:% — $ 370,30z $ 108,62¢
U.S. Offshore 58,91( — 58,91( 12,98¢
International 130,30( — 130,30( 15,06%
559,517 — 559,51 136,68(
Real Estate 8,004 592 8,59¢€ 3,20z
567,51¢ 592 568,10¢ 139,88:
Eliminations — (592) (592
Total $ 567,51¢$ — $ 567,51¢ $ 139,88:

Summarized financial information of the Companygpartable segments for the three months ended3yr006, and 2005, is

shown in the following tables:

Segment
External Inter - Total Operating
(in thousands) Sales Segmeni Sales Income
June 30, 2006
Contract Drilling:
U.S. Land $ 214,86:% — 3 214,86< $ 93,70¢
U.S. Offshore 34,56¢ — 34,56¢ 7,63E
International 67,831 — 67,831 17,68¢
317,26: — 317,26: 119,02¢
Real Estate 2,532 194 2,727 1,092
319,79¢ 194 319,99( 120,12(
Eliminations — (194) (194) —
Total $ 319,79¢$ — $ 319,79¢ $ 120,12(
Segment
External Inter - Total Operating
(in thousands) Sales Segment Sales Income
June 30, 200¢
Contract Drilling:
U.S. Land $ 138,72(% —$ 138,72( $ 47,244
U.S. Offshore 19,90¢ — 19,90t 4,64¢
International 46,03( — 46,03( 5,284
204,65t — 204,65t 57,17¢
Real Estate 2,732 199 2,931 1,26€
207,381 199 207,58¢ 58,44z
Eliminations — (199) (199 —
Total $ 207,38:% — $ 207,387 $ 58,44:
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMERS
(Unaudited)

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 Condei&tatements of Income.

Three Months Ended Nine Months Ended
June 30, June 30,
2006 2005 2006 2005
(in thousands)

Segment operating incon $ 120,12($ 58,44z$%  311,06:$% 139,88
Income from asset sal 1,89t 603 6,431 12,39(
Corporate general and administrative costs andocatp depreciation (7,878 (7,624) (22,200 (20,559)
Operating income 114,13] 51,421 295,29: 131,71
Other income (expense
Interest and dividend incon 2,63< 1,671 7,61¢ 3,82¢
Interest expens (1,281) (3,127) (5,807) (9,682)
Gain (loss) on sale of investment securi 9,39C — 12,11C 26,31:
Other 1,08 29 599 375
Total other income (expense) 11,827 (1,427) 14,521 20,831
Income before income taxes and equity in incomaffilfate $ 12596¢$ 49,99/ % 309,81: $ 152,54«

The following tables present revenues from extecnatomers and total assets by country based dondhgon of service provided.

Three Months Ended Nine Months Ended
June 30, June 30,
2006 2005 2006 2005
(in thousands)

Operating revenue

United State: $ 251,96!$ 161,35:% 686,80¢% 437,21¢
Venezuele 24,60¢ 16,26: 61,02¢ 49,48¢
Ecuadot 22,322 16,34¢ 63,382 44 ,31F
Other Foreign 20,90: 13,41¢ 54,79¢ 36,501
Total $ 319,79¢$ 207,38:% 866,01¢$ 567,51¢
June 30, September 30
2006 2005

(in thousands)
Total Assets

U.S. Land $ 1,114,25:% 809,40:
U.S. Offshore 94,164 95,10¢
International 280,16° 239,087
1,488,57¢ 1,143,59¢

Real Estatt 30,85¢ 32,20z
Other 465,461 487,54¢
$ 1,984,89:$ 1,663,35(
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)
Pensions and Other Post-retirement Benefits

The following provides information at June 30, 2@0®I 2005 as to the Company-sponsored domestitedifienefit pension plan.

Components of Net Periodic Benefit Cost

Three Months Ended Nine Months Ended
June 30, June 30,
2006 2005 2006 2005
(in thousands)

Service Cos $ 1,02z $ 1,137 $ 3,064 $ 3,41C
Interest Cos 1,210 1,154 3,630 3,462
Expected return on plan ass (1,234 (1,094) (3,702 (3,283
Recognized net actuarial loss 219 239 657 717
Net pension expent $ 1217 $ 1,43€ $ 3,64 $ 4,30€

Plan Assets

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

At June 30, 2006 2005
Asset Categor

Equity Securitie: 75.5% 73.1%
Debt Securitie: 23.2% 24.8%
Real Estate and Other 1.3% 2.1%
Total 100.C% 100.(%

Employer Contributions

The Company anticipates cash funding of its PenBian will be approximately $3.8 million in fisca006. Through June 30, 2006,
the Company had funded $3.3 million.

Foreign Plan

The Company maintains an unfunded pension plaménad the international subsidiaries. Pension rgpavas approximately
$88,000 and $89,000 for the three months ended 32006 and 2005, respectively. Pension expeaseapproximately $273,000
and $229,000 for the nine months ended June 3@ 2060 2005, 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 impracticasimspective application as the required metlooddporting
a change in accounting principle in the absenaxplicit transition requirements specific to thevheadopted accounting principle.
SFAS No. 154 will become effective for the Compémyaccounting changes and corrections of erroginoéng in fiscal 2007.
Based on historical experience, the Company doesxpect the standard to have a significant impadhe financial statements.

In June 2006, The Financial Accounting Standardsr@8¢‘FASB”) issued Interpretation No. 48gcounting for Uncertainty in

Income Taxes-an interpretation of FASB Satement No. 109. This interpretation prescribes a recognitiongshmdd and measurement
attribute for the financial statement recognitiond aneasurement of a tax position taken or expdotée taken in a tax return, and
provides guidance on derecognition, classificatinterest and penalties, accounting in interimqmisj disclosure, and transition.
This interpretation is effective for fiscal yeamsginning after December 15, 2006. The Companyrieotly assessing the impact of
this Interpretation on our financial statements.

17




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

16. Gain Contingencies

In August 2005, the Company’s Rig 201, which opssatn an operator’s tension-leg platform in thef @lMexico, lost its entire
derrick and suffered significant damage as a regturricane Katrina. The Company has completamalje assessment and has
begun repairing the rig. Rig 201 will not retuenservice in fiscal 2006. The rig was insured aalae that approximated
replacement cost to cover the net book value agdhdditional losses. Therefore, the Company exxectecord a gain resulting
from the receipt of insurance proceeds. At thmetithe Company is unable to estimate the amouihorg of the gain. Capital
costs incurred in conjunction with any repairs Wil capitalized and depreciated in accordancetivlfCompany’s accounting
policies.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIMNCIAL CONDITION
AND RESULTS OF OPERATIONS
June 30, 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/A. The Company'’s future operating results rbayaffected by various trends and factors, whietbayond the Company's
control. These include, among other factors, flattans in natural gas and crude oil prices, exjpnadr termination of drilling
contracts, forfeiture of early termination paymeutsler fixed term contracts due to sustained undab&e performance, currency
exchange losses, changes in general economic ditidgb@onditions, adverse weather conditions undthg hurricanes, rapid or
unexpected changes in technologies, and uncertgindss conditions that affect the Company’s besiee Accordingly, past results
and trends should not be used by investors toipati future results or trends. The Company’s faskors are more fully described in
the Company’s 2005 Annual Report on Form 10-K/Ao mNaterial changes in the risk factors have ocdurre

With the exception of historical information, thetters discussed in Management’s Discussion & Asiglgf Financial Condition and
Results of Operations include forward-looking statats. These forward-looking statements are base@rious assumptions. The
Company cautions that, while it believes such aggioms to be reasonable and makes them in godd &@sumptions about future
events and conditions almost always vary from actgults. The differences between good faith @mggions and actual results can be
material. The Company is including this cautionstigtement to take advantage of the “safe harbawigions of the Private Securities
Litigation Reform Act of 1995 for any forward-loalg statements made by, or on behalf of, the Compaig factors identified in this
cautionary statement are important factors (bunecessarily all important factors) that could eaastual results to differ materially
from those expressed in any forward-looking stat@meade by, or on behalf of, the Company.

RESULTS OF OPERATIONS

Three Months Ended June 30, 2006 vs. Three Monthsnfled June 30, 2005

The Company reported net income of $80.0 milliod {$ per diluted share) from operating revenueg3dd.8 million for the third
quarter ended June 30, 2006, compared with netriaagf $29.8 million ($0.28 per diluted share) froperating revenues of $207.4
million for the third quarter of fiscal year 2005let income in the three months ended June 30, 2@0ides $5.8 million ($0.05 per
diluted share) of after-tax gains from the salenddilable-for-sale securities. | n the third qeadf fiscal 2005, there were no investment
security sales.

The following tables summarize operations by busdsreegment for the three months ended June 30,82@DB005. Operating statistics
in the tables exclude the effects of offshore plaitf and international management contracts, amibtoclude reimbursements of “out-
of-pocket” expenses in revenue, expense and mpagiday calculations. Per day calculations foerimational operations also exclude
gains and losses from translation of foreign cwyemansactions. Segment operating income is destin detail in Note 13 to the
financial statements.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION
AND RESULTS OF OPERATIONS
June 30, 2006

Three Months Ended June 30

2006 2005

U.S. LAND OPERATIONS (in thousands, except days and per day amount
Revenue: $ 214,86 $ 138,72(
Direct operating expens: 102,09« 74,63¢
General and administrative expel 2,902 2,34¢€
Depreciation 16,15¢ 14,491
Segment operating income $ 93,70¢ $ 47,242
Activity days 8,71€ 7,797
Average rig revenue per d. $ 23,50 $ 16,65¢
Average rig expense per d $ 10,565 $ 8,43¢
Average rig margin per de¢ $ 12,93¢ $ 8,21¢
Rig utilization 100% 94%

U.S. LAND segment operating income increased ta®@8llion for the third quarter of fiscal 2006 cpared to $47.2 million in the
same period of fiscal 2005. Revenues were $214l@mand $138.7 million in the third quarter a§¢al 2006 and 2005, respectively.
Included in land revenues for the three months @éddee 30, 2006 and 2005 are reimbursements fawofepocket” expenses of $10.0
million and $8.8 million, respectively. The $46.5lian increase in segment operating income wamarily the result of increased
activity days and higher dayrates.

Average land rig revenue per day was $23,503 afb$8 for the third quarter of fiscal 2006 and 20@Spectively. The significant
increase in average rig revenue per day was piiyrdue to higher dayrates. Land rig utilization vil#¥) percent and 94 percent for the
third quarter of fiscal 2006 and 2005, respectivdland rig activity days for the third quarterfigfcal 2006 were 8,716 compared with
7,797 for the same period of fiscal 2005, with aerage of 95.8 and 85.7 rigs working during thectlguarter of fiscal 2006 and 2005,
respectively.

Average rig expense per day increased $2,126 t®b63@er day at June 30, 2006 from $8,439 per tlayree 30, 2005. Intense
demand for a quality labor force has elevated gbgral related costs. Additionally, supplier costreases for maintenance and
supplies contributed to the cost per day increase.

Three Months Ended June 30

2006 2005

U.S. OFFSHORE OPERATIONS (in thousands, except days and per day amount
Revenue: $ 34,56¢ $ 19,90t
Direct operating expens: 22,72¢ 11,504
General and administrative expel 1,31¢ 1,071
Depreciation 2,88¢ 2,682
Segment operating income $ 7,63t $ 4,64¢
Activity days 728 455
Average rig revenue per d. $ 39,931 $ 32,61«
Average rig expense per d $ 2521C $ 16,42¢
Average rig margin per de $ 14,721 $ 16,18¢
Rig utilization 73% 45%

U.S. OFFSHORE revenues include reimbursementsoiar6f-pocket” expenses of $2.7 million and $2.4liom for the three months
ended June 30, 2006 and 2005, respectively.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION

AND RESULTS OF OPERATIONS
June 30, 2006

The increase in average rig revenue per day focahgparable quarters ending June 30, 2006 and\&88%lue to higher dayrates and
increased activity days as four rigs returned tokw@verage rig expense increased to $25,210hthird quarter of fiscal 2006 from
$16,426 for the third quarter of fiscal 2005. Maimance and supplies, payroll, and payroll relatesis increased as activity and demand

intensified. Additionally, property insurance fdfshore rigs escalated due to the hurricanes irb200

U.S. Offshore operations has had increasing derfarsgrvices in fiscal 2006 resulting in nine of tBompany’s eleven platform rigs
contracted at June 30, 2006 compared to five cotettzat June 30, 2005. The remaining two rigs anegobid.

INTERNATIONAL OPERATIONS

Revenue:!

Direct operating expens:

General and administrative expel
Depreciation

Segment operating income

Activity days
Average rig revenue per d
Average rig expense per d
Average rig margin per de¢
Rig utilization

INTERNATIONAL DRILLING segment operating income ftie third quarter of fiscal 2006 was $17.7 millieompared to $5.3
million in the same period of fiscal 2005. Rigliaition for International operations was 93 petdenthis year’s third quarter,

Three Months Ended June 30

(in thousands, except days and per day amount

$ 67,831 46,03(
44,25¢ 35,192

1,02¢ 619

4,86C 4,93¢

$ 17,68t $ 5,284
2,30C 1,91¢

$ 24,69¢ % 19,53¢
$ 15,09¢ $ 14,63¢
$ 9,60z $ 4,90

93% 80%

compared with 80 percent for the third quarterieddl 2005. During the quarter, an average of B§9worked compared to an average
of 20.8 rigs in the third quarter of fiscal 2008tdrnational revenues were $67.8 million in thedlguarter of fiscal 2006, compared

with $46.0 million in the third quarter of fiscaD@5. During the current quarter, the Company’sameijistomer in Venezuela, PDVSA,
agreed to a dayrate increase retroactive to Jan2@@p. The effect of this increase is that reesnu the third quarter of fiscal 2006
included $2.1 million of revenue attributable tonwperformed during the second quarter of fisc&i®0The remaining increase in
revenue is attributable to increased activity dayd increased dayrates. Included in Internatioméliigy revenues for the three months

ended June 30, 2006 and 2005 are reimbursemeriufisof-pocket” expenses of $6.6 million and $#illion, respectively.

Subsequent to June 30, 2006, International opasatransferred a rig to U.S. Land operations. @iy international rig is idle but that

rig is expected to commence operations in the diustrter of fiscal 2007.
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AND RESULTS OF OPERATIONS
June 30, 2006

OTHER

General and administrative expenses increased3® $illion in the third quarter of fiscal 2006 fo$11.7 million in the third quarter
of fiscal 2005. The $1.3 million increase is prittyadue to recording $1.5 million of stock-basezhensation expense related to the
adoption of SFAS 123(R) and a reduction in pensiguense of $0.2 million.

Interest and dividend income increased to $2.Ganilin the third quarter of fiscal 2006 compare&107 million in the third quarter of
fiscal 2005. The $0.9 million increase is attréthle to improved interest rates on cash equivéllal@inces and short-term investments.

Interest expense was $1.3 million in the third tgraof fiscal 2006, compared to $3.1 million in B@me period of fiscal 2005. Interest
expense is primarily attributable to the $200 miiliong-term debt for both comparable quarterse fBduction in interest expense is due
to capitalized interest of $1.9 million relatedth@ Company’s rig construction program in the thyjedirter of fiscal 2006.

Income from the sale of investment securities w4 #illion, $5.8 million after-tax ($0.05 per diéd share) in the third quarter of fiscal
2006. The gain was from the sale of availablesfale investments. In the third quarter of fis@202, there were no investment security
sales.

Nine Months Ended June 30, 2006 vs. Nine Months Erd June 30, 2005

The Company reported net income of $195.4 mill®h.84 per diluted share) from operating revenuek866.0 million for the nine
months ended June 30, 2006, compared with net iaad$891.5 million ($0.88 per diluted share) fropeoating revenues of $567.5
million for the first nine months of fiscal year@® Net income for the first nine months of fis2@D6 includes $7.5 million ($0.07 per
diluted share) of after-tax gains from the salenddilable-for-sale securities. Net income forfihg nine months of fiscal 2005 includes
$16.0 million ($0.15 per diluted share) of aftex-tmins from the sale of available-for-sale semsit

The following tables summarize operations by busdsreegment for the nine months ended June 30,&808005. Operating statistics
in the tables exclude the effects of offshore platf and international management contracts, amibtoclude reimbursements of “out-
of-pocket” expenses in revenue, expense and mpagiday calculations. Per day calculations foerimational operations also exclude
gains and losses from translation of foreign cwyemansactions. Segment operating income is destin detail in Note 13 to the
financial statements.

Nine Months Ended June 30

2006 2005

U.S. LAND OPERATIONS (in 00C's, except days and per day amount:
Revenue: $ 581,28¢ $ 370,30z
Direct operating expens 278,36( 211,31
General and administrative expel 9,893 6,051
Depreciation 45,457 44,31(
Segment operating income $ 247,57¢ $ 108,62¢
Activity days 24,837 22,97
Average rig revenue per d $ 22,13t $ 15,02¢
Average rig expense per d $ 9,941 $ 8,10¢
Average rig margin per de $ 12,197 $ 6,92(C
Rig utilization 98% 93%
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION
AND RESULTS OF OPERATIONS
June 30, 2006

U.S. LAND operating results in the first nine manthf fiscal 2006 increased significantly from tlaere period in fiscal 2005. Segment
operating income was $247.6 million and $108.6iamlin the first nine months of fiscal 2006 and 20@espectively. The $139.0
million increase in segment operating income wananily the result of higher land rig margins andrieased rig days.

Revenues were $581.3 million in the first nine nismf fiscal 2006, compared with $370.3 milliortlve same period of fiscal 2005.
Included in land revenues for the nine months erddee 30, 2006 and June 30, 2005 are reimburseffoeritait-of-pocket” expenses
of $31.5 million and $25.0 million, respectively.

The 76 percent increase in average rig marginsdwagrimarily to higher dayrates in fiscal 2006ntaig utilization was 98 percent
and 93 percent for the nine months of fiscal 20 2005, respectively. Land rig revenue days ferfifst nine months of 2006 were
24,837 compared with 22,974 for the same peria2DOb, with an average of 91.0 and 84.2 rigs workiagng the first nine months of
fiscal 2006 and 2005, respectively. The increasggidays and average rigs working is attributabladditional rigs being added to the
U.S. Land rig fleet. The increase in the rig fleensisted of ten new FlexRig4 during fiscal 2066 #our rigs previously transferred
from International operations. During the firstqter of fiscal 2006, one rig was transferred fittwn Company’s U.S. Land rig fleet to
the International rig fleet for a two-year term trait in Argentina. Subsequent to the third quartdiscal 2006, one rig was transferred
from Venezuela to the U.S. Land rig fleet.

Nine Months Ended June 30

2006 2005
U.S. OFFSHORE OPERATIONS (in 00C's, except days and per day amount:
Revenue: $ 97,791 $ 58,91(
Direct operating expens 64,854 35,34:
General and administrative expel 4,584 2,722
Depreciation 8,23¢ 7,857
Segment operating income $ 20,11t $ 12,98¢
Activity days 2,071 1,46¢
Average rig revenue per d $ 38,73t $ 28,981
Average rig expense per d $ 23,98¢ $ 15,13¢
Average rig margin per de¢ $ 14,74¢  $ 13,84¢
Rig utilization 69% 49%

U.S. OFFSHORE operating revenues and segment oggnatome increased due to increasing demandrammdased dayrates.
Included in offshore revenues for the nine montideel June 30, 2006 and June 30, 2005 are reimbenseffior “out-of-pocket”
expenses of $9.9 million and $5.3 million, respeddti. Direct operating expenses increased asudt i@&shigher rig utilization, supplier
cost increases and, to secure quality personalr lsage increases. Segment operating income sedga $20.1 million in the first
nine months of fiscal 2006 from $13.0 million iretfirst nine months of 2005. Rig days were 2,07d 5,468 for the first nine months
of fiscal 2006 and 2005, respectively. Rig utiiaa for the same periods was 69 percent and 4&pgrrespectively.

Nine of the Compar’s eleven platform rigs are currently contracted.
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Nine Months Ended June 30

2006 2005

INTERNATIONAL OPERATIONS (in 00C's, except days and per day amount:
Revenue: $ 179,20t $ 130,30(
Direct operating expens 122,34¢ 98,967
General and administrative expel 2,50€ 1,76¢
Depreciation 14,251 14,501
Segment operating income $ 40,09¢ $ 15,06:
Activity days 6,48¢€ 5,467
Average rig revenue per d $ 22,746 $ 19,39¢
Average rig expense per d $ 1457C $ 13,90(
Average rig margin per de¢ $ 8,17¢ $ 5,49¢
Rig utilization 88% 74%

INTERNATIONAL DRILLING segment operating income the first nine months of fiscal 2006 was $40.1 imil] compared to $15.1
million in the same period of 2005. The increaseggment operating income is primarily the restilbhcreased rig activity and higher
dayrates. Rig utilization for International opeoas averaged 88 percent for the first nine montliscal 2006, compared with 74
percent for the first nine months of fiscal 200%n average of 23.8 rigs worked during the firsteninonths of fiscal 2006, compared to
20.0 rigs in the first nine months of fiscal 200&ternational revenues were $179.2 million and@23nillion in the first nine months

of fiscal 2006 and 2005, respectively. Includedhiternational Drilling revenues for the nine monémled June 30, 2006 and 2005 are
reimbursements for “out-of-pocket” expenses of $18illion and $11.0 million, respectively. The oa increase in margins per day
was primarily the result of dayrate increases ativity days.

Effective March 3, 2005, the Central Bank of Versdawauthorized the devaluation of the bolivar frb®20 to 2150. Included in direct
operating expenses for the nine months ended Jyriz085 is a $0.6 million exchange loss relateithéoVenezuelan currency
devaluation, compared to a $0.1 million currencyadieation loss for the same period in 2006.

OTHER

General and administrative expenses increaseda® $3illion in the first nine months of fiscal 206@m $30.5 million in the first nine
months of fiscal 2005. The $8.4 million increas@iimarily due to recording $8.1 million of stobksed compensation expense. Stock-
based compensation includes $5.9 million relatatieécadoption of SFAS 123(R) and $2.9 million du¢he Company accelerating the
vesting of 819,698 share options held by an empgloye

Interest and dividend income increased to $7.6anilin the first nine months of 2006, compared 3B%million in the same period of
fiscal 2005. The $3.8 million increase is attrdtle to improved interest rates on cash equivdlal@nces and short-term investments.

Interest expense was $5.8 million in the first mmenths of fiscal 2006, compared to $9.7 milliorihie same period of fiscal 2005.
Interest expense is primarily attributable to tB@@ million long-term debt for both comparable ninenth periods. The reduction in
interest expense is due to capitalized intere$8of million related to the Company’s rig constiotprogram in fiscal 2006.

Income from the sale of investment securities disard to $12.1 million in the first nine monthsigtél 2006, compared to $26.3
million in the same period of fiscal 2005. Thesfinine months of 2005 included gains from the s&kecurities of $26.3 million, $16.0
million after-tax ($0.15 per diluted share), primafrom the sale of 1,000,000 shares of Atwood &tues, Inc. The first nine months of
2006 included gains from the sale of availabledale securities of $12.1 million, $7.5 million aftex ($0.07 per diluted share).
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION
AND RESULTS OF OPERATIONS
June 30, 2006

Income from asset sales decreased to $6.4 milidhe first nine months of 2006, compared to $1dillon in the same period of fiscal
2005. The decrease of $6.0 million is primarilyda the sale of two domestic land rigs in 2005 tedsale of one domestic land rig in
2006.

LIQUIDITY AND CAPITAL RESOURCES

Cash and cash equivalent balances decreased td $hildon at June 30, 2006 from $288.8 millionS&ptember 30, 2005. Contributing
to the $174.7 million decrease in cash and caslvaigats were: the purchase of short-term investmand investment securities of
$115.1 million, capital expenditures of $322.6 milland dividends paid of $12.9 million. These éases to cash totaling $450.6
million were offset with increases to cash of $37&illion. The increases include net cash providgdperating activities of $217.9
million, proceeds from the sale of investments28.8 million, proceeds from the sale of assetsl& & million, increase in short-term
notes of $2.3 million, and cash received from tkereise of stock options and the excess tax befnefit stock-based compensation of
$22.4 million.

In April 2006, the Company announced that three-y&@n contracts were reached with an exploratimh @oduction company to
operate two new FlexRigs. In July, 2006, the Comymamounced commitments for an additional five md@xRigs. With these
contracts and those previously announced, the Coynipas committed to build 66 new FlexRigs. Altloé signed contracts, with 16
exploration and production companies, contain amm term of three years. Ten of the 66 new FlgsRiad been delivered to the
field at June 30, 2006 with an additional five cdet@d in July. The Company expects that approxim&4 new FlexRigs should be
completed during fiscal 2006, down from an eafiejection of 30.

Capital expenditures were $322.6 million and $58ilion for the first nine months of fiscal 20068005, respectively. Capital
expenditures increased from 2005 due to the Conipanyrent construction program of new FlexRigs.

The Company anticipates capital expenditures & sggproximately $470 million for fiscal 2006. Inded in the $470 million is the
cost to construct the new FlexRigs scheduled touil¢ in fiscal 2006. Capital expenditures will fisanced primarily by internally
generated cash flow.

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

fiscal 2006. The Company'’s indebtedness total@2million at June 30, 2006, as described in N6t¢o the Consolidated
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
June 30, 2006

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURESABOUT 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 AnnRebort on Form 10-
K/A filed with the Securities and Exchange Comnuassbn July 28, 2006, and

* Note 10 to the Consolidated Condensed Financig®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 participatbthe Company’s management,
including the Chief Executive Officer and Chief &intial Officer, of the effectiveness of the desagual operation of the Company’s
disclosure controls and procedures. Based orettatiation, the Company’s management, includingthief Executive Officer and
Chief Financial Officer, concluded that the Compardisclosure controls and procedures were effediv of June 30, 2006. There
have been no changes in the Company’s internataerdver financial reporting that occurred durthg most recent fiscal quarter that
have materially affected, or are reasonably likelynaterially affect, the Company’s internal cotgrover financial reporting.

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

A Special Meeting of Stockholders of Helmerich &Ra, Inc. was held on June 23, 2006. Proxies ®ntketing 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 matter
presented for vote was to approve an amendmehet@ompany’s Restated Certificate of Incorporatmimcrease the number of
authorized shares of common stock of the Compdime amendment was approved with 46,894,608 for,58D8against and 23,985
abstaining.

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 ephrenthetical thereafter. If no parentheticalesps after an exhibit, such exhibit is
filed or furnished herewith.

E)L(Jmtt);ér Description

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 Pursug

to Section 906 of the Sarba-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¢port to be signed
on its behalf by the undersigned thereunto dulyenized.

HELMERICH & PAYNE, INC.
(Registrant’

Date: August 4, 2006 By: /s HANS C HELMERICH

Hans C. Helmerich, Preside

Date: August 4, 2006 By: /sl DOUGLAS 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 incorpordigdeference herein are
indicated as such by the information supplied ephrenthetical thereafter. If no parentheticalegps after an exhibit, such exhibit is
filed or furnished herewith.

Exhibit
Number Description

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 Chigfhnancial 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 FA®RQ of Helmerich & Payne, Inc.;

2. Based on my knowledge this repodsdnot contain any untrue statement of a matfacalor omit to state 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 finansiatements, and other financial information ineldiéh this report, fairly present in
material respects the financial condition, resofteperations and cash flows of the Registrantfaaral for, the periods presented in this
report;

4, The Registrant’s other certifyindia#r and | are responsible for establishing anthtaiing disclosure 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 materiarinégion relating to the Registrant, including itsmsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period inieh this report
is being prepared,;

b) designed such internal control over financial répgr or caused such internal control over finah@aorting to b
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and
the preparation of financial statements for extepo@poses in accordance with generally accepteduating
principles;

C) evaluated the effectiveness of the Registrant'slaksire controls and procedures and presentedsimeport our
conclusions about the effectiveness of the disesantrols and procedures, as of the end of thiegpeovered b
this report based on such evaluation; and

d) disclosed in this report any change in the Regisganternal 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 cahtver financial
reporting; and

5. The Registrant’s other certifyindicgr and | have disclosed, based on our most teseiuation of internal control over
financial reporting, to the Registrant’s auditonsldhe audit committee of the Registrant’s boardigdctors (or persons performing the
equivalent functions):

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

b) any fraud, whether or not material, that involvesnaggement or other employees who have a significdain the

Registrant’s internal control over financial refogt

Date: August 4, 2006 /slHANS HELMERICH
Hans Helmerich, Chief Executive Offic




EXHIBIT 31.2
CERTIFICATION
I, Douglas E. Fears, certify that:
1. | have reviewed this report on FA®RQ of Helmerich & Payne, Inc.;

2. Based on my knowledge this repodsdnot contain any untrue statement of a matfacalor omit to state 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 finansiatements, and other financial information ineldiéh this report, fairly present in
material respects the financial condition, resofteperations and cash flows of the Registrantfaaral for, the periods presented in this
report;

4, The Registrant’s other certifyindia#r and | are responsible for establishing anthtaiing disclosure 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 materiarinégion relating to the Registrant, including itsmsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period inieh this report
is being prepared,;

b) designed such internal control over financial répgr or caused such internal control over finah@aorting to b
designed under our supervision, to provide readeradsurance regarding the reliability of financegorting and
the preparation of financial statements for extepo@poses in accordance with generally accepteduating
principles;

C) evaluated the effectiveness of the Registrant'slaksire controls and procedures and presentedsimeport our
conclusions about the effectiveness of the disesantrols and procedures, as of the end of thiegpeovered b
this report based on such evaluation; and

d) disclosed in this report any change in the Regisganternal 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 cahtver financial
reporting; and

5. The Registrant’s other certifyindicgr and | have disclosed, based on our most teseiuation of internal control over
financial reporting, to the Registrant’s auditonsldhe audit committee of the Registrant’s boardigdctors (or persons performing the
equivalent functions):

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

b) any fraud, whether or not material, that involvesnaggement or other employees who have a significdain the

Registrant’s internal control over financial refogt

Date: August 4, 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 Helmbr& Payne, Inc. (the “Company”) on Form 10-Q foe theriod ending June 30, 2006,
as filed with the Securities and Exchange Commiseinthe date hereof (the “Report”), Hans HelmerashChief Executive Officer of the
Company, and Douglas E. Fears, as Chief Finandfaddd of the Company, each hereby certifies, parduo 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@ydt of 2002, to the best of his knowledge, that:

(1) The Report fully complies with the requiren®of Section 13(a) of the Securities Exchange Ad984; and

(2) The information contained in the Report faphgsents, in all material respects, the finaragaldition and result of operations of the
Company.

/sl HANS HELMERICH /sIDOUGLAS E. FEARS
Hans Helmerict Douglas E. Feat
Chief Executive Office Chief Financial Officel

August 4, 200¢ August 4, 200¢




