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PART |. FINANCIAL INFORMATION
HELMERICH & PAYNE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED BALANCE SHEETS
(Unaudited)
(in thousands, except share and per share amounts)

ITEM 1. FINANCIAL STATEMENTS

June 30, September 30,
2008 2007
ASSETS
Current assett
Cash and cash equivalel $ 99,01¢ $ 89,21¢
Accounts receivable, less reserve of $3,649 at 30n2008 and $2,957 at September 30, - 396,62: 339,81¢
Inventories 31,88( 29,14¢
Deferred income ta 18,35( 11,55¢
Assets held for sal 5,72¢ —
Prepaid expenses and other 59,80¢ 29,22¢
Total current asse 611,39¢ 498,96
Investments 218,86¢ 223,36(
Property, plant and equipment, | 2,534,93. 2,152,611
Other assets 13,32: 10,42¢
Total assets $ 3,378,562, $ 2,885,36!
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:
Notes payabli $ 2,25¢ $ —
Accounts payabl 156,55¢ 124,55¢
Accrued liabilities 113,29( 102,05¢
Total current liabilities 272,10t 226,61:
Noncurrent liabilities
Long-term notes payabl 455,00( 445,00(
Deferred income taxe 435,91. 363,53¢
Other 49,32¢ 34,707
Total noncurrent liabilitie: 940,24 843,24
Shareholder equity:
Common stock, $.10 par value, 160,000,000 shatbe@zed, 107,057,904 shares iss| 10,70¢ 10,70¢
Preferred stock, no par value, 1,000,000 sharéenéd, no shares issu — —
Additional pait-in capital 167,45¢ 143,14¢
Retained earning 1,961,301 1,645,76!
Accumulated other comprehensive inca 62,61¢ 75,88t
Treasury stock, at cost (35,91) (59,98Y)
Total shareholde’ equity 2,166,17. 1,815,511
Total liabilities and sharehold¢ equity $ 3,378,552 % 2,885,36!

The accompanying notes are an integral part obtettements.




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,
2008 2007 2008 2007
Operating revenue
Drilling — U.S. Land $ 391,75! % 303,51 1,104,66. $ 842,55¢
Drilling — Offshore 47,29¢ 29,62¢ 104,36¢ 94,08
Drilling — International Lanc 80,58¢ 85,35} 234,94 235,15¢
Other 2,87¢ 2,77 8,85( 8,41«
522,51 421,27: 1,452,82. 1,180,20
Operating costs and othe
Operating costs, excluding depreciat 274,16t 229,02! 763,92: 627,94¢
Depreciatior 51,21( 38,12t 147,06t 101,22¢
General and administrati 14,72% 11,53¢ 42,71¢ 35,50:
Research and developme 522 — 522 —
Acquired ir-process research and developn 11,12¢ — 11,12¢ —
Gain from involuntary conversion of lo-lived asset: (5,42¢) (5,900 (10,23¢) (11,070
Income from asset sal (1,61€) (6,18¢€) (4,409 (39,009
344,71( 266,60. 950,71 714,59¢
Operating income 177,80° 154,67 502,11( 465,61(
Other income (expense
Interest and dividend incon 1,034 962 3,36¢ 3,24(
Interest expens (4,657) (3,260 (14,259 (6,092)
Gain on sale of investment securit 16,38¢ 25,29¢ 21,99¢ 51,81:
Other 66 12C (370 25C
12,83" 23,12( 10,73¢ 49,21(
Income before income taxes and equity in incomaffifate 190,64 177,79: 512,84¢ 514,82(
Income tax provisiol 70,181 64,96( 189,11° 188,39t
Equity in income of affiliate net of income taxes 4,917 2,37 11,52: 6,42
NET INCOME $ 125,36¢ $ 115,20« 335,25. $ 332,85:
Earnings per common sha
Basic $ 1.2C $ 1.11 32z $ 3.22
Diluted $ 1.1¢ $ 1.0¢ 3.1€¢ $ 3.17
Weighted average shares outstand
Basic 104,53( 103,32 103,97: 103,29.
Diluted 106,68¢ 105,31 106,13( 104,99(
Dividends declared per common sh $ 0.050C $ 0.045( 0.140C $ 0.135(

The accompanying notes are an integral part obtettements.




HELMERICH & PAYNE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)
(in thousands)

Nine Months Ended

OPERATING ACTIVITIES:
Net income $
Adjustments to reconcile net income to net cashigeal by operating activitie:
Depreciatior
Provision for bad det
Equity in income of affiliate before income tay
Stocl-based compensatic
Gain on sale of investment securit
Gain from involuntary conversion of lo-lived asset:
Income from asset sal
Acquired ir-process research and developn
Other
Deferred income tax expen
Change in assets and liabilit-
Accounts receivabl
Inventories
Prepaid expenses and ot
Accounts payabl
Accrued liabilities
Deferred income taxe
Other noncurrent liabilitie

Net cash provided by operating activit

INVESTING ACTIVITIES:
Capital expenditure
Acquisition of business, net of cash acqui
Insurance proceeds from involuntary conver:
Proceeds from sale of investme
Proceeds from asset sa

Net cash used in investing activities

FINANCING ACTIVITIES:
Repurchase of common sto
Increase (decrease) in notes payi
Proceeds from line of crec
Payments on line of crec
Increase (decrease) in bank overd
Dividends paic
Proceeds from exercise of stock opti
Excess tax benefit from stock-based compensation

Net cash provided by financing activities

Net increase in cash and cash equival
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of period $

June 30,

2008 2007
335,25. $ 332,85!
147,06t¢ 101,22¢

69¢€ 23
(18,589 (10,367
5,61( 5,27¢
(21,869 (51,672
(10,23¢) (11,070
(4,402) (39,009
11,12¢ —
1) —
66,59: 51,76¢
(61,78)) (37,189
(2,735) (2,239
(31,594 (16,832)
(974) 51,70"
13,12( 5,79¢
7,77¢ 3,76t
8,52¢ 1,352
443,58t 385,39¢
(509,019 (681,149
(12,024 —
13,92¢ 11,07(
25,507 112,93¢
6,07’ 45,52¢
(475,53:) (511,615
— (17,629
2,25¢ (3,729
2,630,001 805,00(
(2,620,001 (600,000
4,46" (11,297
(14,060 (13,979
14,26 3,271
24,81¢ 1,25¢
41,74, 162,92¢
9,80z 36,70¢
89,21°¢ 33,85
99,01¢ $ 70,56

The accompanying notes are an integral part obtettements.




HELMERICH & PAYNE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENT OF SHAREHOLDERSQJITY
NINE MONTHS ENDED JUNE 30, 2008
(in thousands, except per share amounts)

Accumulated

Additional Other Total
Common Stock Paid-In Retained = Comprehensive Treasury Stock Shareholders’
Shares Amount Capital Earnings Income Shares Amount Equity
Balance, September 30, 20 107,05¢ $ 10,70¢ $ 143,14t $ 1,645,761 $ 75,88¢ 3,572 % (59,98)% 1,815,511
Adjustment to initially apply
FASB Interpretation No. 4 (5,04¢) (5,04¢)

Comprehensive Incom
Net income 335,25! 335,25:
Other comprehensive incon
Unrealized losses on
available-for-sale securities
(net of $230 income tax), n
of realized gains included i
net income of $13,63 (13,269 (13,264

Amortization of net periodic

benefit costs-net actuarial
gain (net of $4 income ta: (6) (6)
Total comprehensive income 321,98

Capital adjustment of equity

investee 1,54¢ 1,54¢
Cash dividends ($0.140 per shz (14,66%) (14,665
Exercise of stock optior (9,759 (1,727 24,02( 14,267

Tax benefit of stoc-basec
awards, including excess tax

benefits of $24,81 26,96 26,96:
Treasury stock issued for vested

restricted stocl (56) (©)] 56 —
Stoclk-based compensatic 5,61( 5,61(
Balance, June 30, 20! 107,05¢$ 10,70t $ 167,45¢$ 1,961,301 $ 62,61¢ 1,84¢$  (35,91)% 2,166,17,

The accompanying notes are an integral part obtettements.




1.

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

Basis of Presentation

The accompanying unaudited consolidated condemnsaxdial statements have been prepared in accagdmitic accounting principles
generally accepted in the United States and afpéaales and regulations of the Securities anchBrge Commission (the
“Commission”) pertaining to interim financial infmation. Accordingly, these interim financial statsts do not include all information or
footnote disclosures required by accounting prilesigenerally accepted in the United States forptete financial statements and,
therefore should be read in conjunction with thesadidated financial statements and notes thenetiod Company’s 2007 Annual Report
on Form 10K and other current filings with the Commissiontthe opinion of management, all adjustments, ctingi®f those of a norm
recurring nature, necessary to present fairly éselts of the periods presented have been includesiresults of operations for the interim
periods presented may not necessarily be indicafitiee results to be expected for the full year.

Certain amounts in the accompanying consolidateghfiial statements for prior periods have beermssdled to conform to current year
presentation. Specifically, fiscal year 2007 operatevenues for Drilling-Offshore and for DrilliAigternational Land have been restated
to reflect a reclassification between those twarssgts and the Real Estate segment previously skeparately has been included with all
other non-reportable business segments.

Earnings per Share

Basic earnings per share is based on the weiglvie@dge number of common shares outstanding dummgériod. Diluted earnings per
share includes the dilutive effect of stock optiansl restricted stock.

A reconciliation of the weighted-average commorres@utstanding on a basic and diluted basisfigllasvs (in thousands):

Three Months Ended Nine Months Ended
June 30, June 30,
2008 2007 2008 2007
Basic weighted average sha 104,53( 103,32: 103,97: 103,29:
Effect of dilutive shares
Stock options and restricted stc 2,15¢ 1,99( 2,15 1,69¢
Diluted weighted average shares 106,68 105,31¢ 106,13( 104,99(

For the nine months ended June 30, 2008 and 2@fidne to purchase shares of common stock outsigriit not included in the
computation of diluted earnings per share were35dnd 597,950, respectively. Inclusion of thesgeshwould be antidilutive. For the
three months ended June 30, 2008 and 2007 allrgptiere included in the computation of diluted eags per share.

Inventories

Inventories consist primarily of replacement parts supplies held for use in the Company’s drillipgrations.
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4.

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

Investments

The following is a summary of available-for-salewgties, which excludes securities accounted faten the equity method of accounting,
investments in limited partnerships carried at emst assets held in a Non-qualified Supplementéh8a Plan.

Gross Gross Est.
Unrealized Unrealized Fair
Cost Gains Losses Value

(in thousands)

Equity Securities 06/30/C $ 7,688 % 96,25¢ $ — 3 103,93¢
Equity Securities 09/30/C $ 11,32¢ % 117,64t  $ —  $ 128,97¢

The investment in the limited partnership carriedast was $12.4 million at June 30, 2008 and Sejpés 30, 2007. The estimated fair
value of the investments carried at cost was $a8llfn and $22.3 million at June 30, 2008 and 8apgier 30, 2007, respectively. The
assets held in the Non-qualified Supplemental SgviPlan are valued at fair market which totale® $illion at June 30, 2008 and $7.8
million at September 30, 2007. The recorded amdiantsivestments accounted for under the equityhaetare $95.3 million and $74.2
million at June 30, 2008 and September 30, 20Gpeetively. During the nine months ended June B082the Company increased the
equity investment $2.5 million ($1.5 million, nefttax) to account for capital transactions of Atwld@ceanics, Inc. (Atwood). At June 30,
2008, the Company owned 4,000,000 shares of AtwSobsequent to June 30, 2008, Atwood had a 2-ftodk split and the Company
received an additional 4,000,000 shares. The additishares will not have any affect on the Comisargcorded investment.

Comprehensive Income

Comprehensive income, net of related income tdgess follows (in thousands):

Three Months Ended Nine Months Ended
June 30, June 30,
2008 2007 2008 2007
Net Income $ 125,36¢ $ 115,20: $ 335,25! % 332,85:
Other comprehensive incorr

Unrealized appreciation (depreciation) on secw 22,71 24,31« 602 34,86:
Income taxes (8,637) (9,240) (230 (13,249
14,08: 15,07« 37z 21,61t
Reclassification of realized gains in net incc (16,38¢) (25,299 (21,999 (51,819
Income taxe: 6,22¢ 9,61: 8,35¢ 19,68¢
(20,160 (15,689 (13,63¢) (32,129
Minimum pension liability adjustmen 4 — (10 —
Income taxes 2 — 4 —
o B — ©) —
Total comprehensive income $ 129,28¢ $ 114,59 $ 321,98. $ 322,34




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

The components of accumulated other comprehensagarie, net of related income taxes, are as follawthousands):

June 30, September 30
2008 2007
Unrealized appreciation on securities, $ 59,677 $ 72,94
Minimum pension liability 2,93¢ 2,94¢
Accumulated other comprehensive inca $ 62,61f $ 75,88¢

Financial Instruments

During the nine months ended June 30, 2007, thep@agnliquidated its position in auction rate setbesiwith no realized gains or losses.
The proceeds of $48.3 million were included in$hé of investments under investing activitieslmm€onsolidated Condensed Statem
of Cash Flows. There were no purchases or salesabion rate securities in the nine months endeed 30, 2008.

Cash Dividends

The $0.045 cash dividend declared March 5, 2008, peéd June 2, 2008. On June 4, 2008, a cash divide$0.05 per share was declared
for shareholders of record on August 15, 2008, pkey&eptember 2, 2008.

Stock-Based Compensation

The Company has one plan providing for common-staded awards to employees and to non-employeetbise The plan permits the
granting of various types of awards including stopkions and restricted stock awards. Restrictecksiay be granted for no
consideration other than prior and future servidé® purchase price per share for stock options maype less than market price of the
underlying stock on the date of grant. Stock oggtierpire ten years after the grant date. Vestiggirements are determined by the Hut
Resources Committee of the Company’s Board of Direc Readers should refer to Note 5 of the codatdd financial statements in the
Company’s Annual Report on Form 10-K for the fisgadr ended September 30, 2007 for additional imé&tion related to stock-based
compensation.

The Company uses the Black-Scholes formula to estitihe value of stock options granted. The fdue/af the options is amortized to
compensation expense on a strailjig-basis over the requisite service periods efdtock awards, which are generally the vestingpds!
The Company has the right to satisfy option exescfsom treasury shares and from authorized bsisued shares.

9




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

During the nine months ended June 30, 2007, thep@agnrepurchased 681,900 shares of its common atak aggregate cost of $15.9
million. The Company has not repurchased any comstmek during fiscal 2008 but may repurchase aalukti shares if the share price is
favorable.

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

Three Months Ended Nine Months Ended
June 30, June 30,
2008 2007 2008 2007
Compensation expen
Stock options $ 1,53: $ 1,37 $ 469¢ $ 4,26:
Restricted stoc 365 347 912 1,017
$ 189 $ 1,71¢  $ 561 $ 5,27¢
After-tax stock based compensation $ 1,17¢ $ 1,066 $ 3,47¢ $ 3,27:
Per basic shat $ 01 $ 01 $ 02 3 .03
Per diluted share $ 01 $ 01l $ 02 $ .03
Cash received from exercise of stock opti $ 598: $ 2,40t $ 14,267 $ 3,27
STOCK OPTIONS
The following summarizes the weighted-average apsioms utilized in determining the fair value oftigms granted during the nine
months ended June 30, 2008 and 2007:
2008 2007
Risk-free interest rat 3.3% 4.6%
Expected stock volatilit 31.1% 35.%
Dividend yield .5% 1%
Expected term (in year 4.8 5.5

Risk-Free Interest Rat@he risk-free interest rate is based on U.S. Tmgasecurities for the expected term of the option.

Expected Volatility Ratd&xpected volatility is based on the daily closimg@ of the Company’s stock based upon historigpeéence
over a period which approximates the expected tdrthe option.

Dividend YieldThe expected dividend yield is based on the Companyrrent dividend yield.

Expected TernThe expected term of the options granted represgeatseriod of time that they are expected to listanding. The
Company estimates the expected term of optiongeplarased on historical experience with grantsexaulcises.

10




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

A summary of stock option activity under the Planthe three months ended June 30, 2008 and 2Q@@sented in the following tables:

Weighted-

Weighted- Average Aggregate

Average Remaining Intrinsic
June 30, 2008 Shares Exercise Contractual Value
Options (in thousands) Price Term (in thousands)
Outstanding at April 1, 200 6,02C $ 18.4¢
Grantec — —
Exercisec (1,15€) 11.5¢
Forfeited/Expirec (16) 27.71
Outstanding at June 30, 2008 4,84¢ $ 20.0¢ 6.01 $ 251,93
Vested and expected to vest at June 30, : 482: $ 19.9¢ 59¢ $ 250,93’
Exercisable at June 30, 20 322 $ 15.0¢ 475 $ 183,28:

Weighted-

Weighted- Average Aggregate

Average Remaining Intrinsic
June 30, 2007 Shares Exercise Contractual Value
Options (in thousands) Price Term (in thousands)
Outstanding at April 1, 200 6,271 $ 15.7¢
Grantec — —
Exercisec (18¢) 12.9¢
Forfeited/Expirec (7 28.81
Outstanding at June 30, 2007 6,07¢ $ 15.81 571 $ 119,18:
Vested and expected to vest at June 30, 2007 6,021 $ 15.71 57t $ 118,67"
Exercisable at June 30, 20 437: $ 12.7] 475 $ 99,31«

A summary of stock option activity under the Planthe nine months ended June 30, 2008 and 2Q@¥és&nted in the following table:

Nine months ended June 30,

2008 2007

Weighted- Weighted-

Shares Average Shares Average

(in Exercise (in Exercise

thousands) Price thousands) Price

Outstanding at October 6,032 $ 15.8( 561¢ $ 14.2¢
Grantec 742 35.11 731 26.9(
Exercisec (1,839 11.81 (260) 12.62
Forfeited/Expired (99 26.6¢ (12) 28.8¢
Outstanding at June 3 4,84¢ $ 20.0¢ 6,07¢ $ 15.81

The weighted-average fair value of options graimtetie first quarter of fiscal 2008 was $10.81. Theightedaverage fair value of optiol
granted in the first quarter of fiscal 2007 was .880and the weighted-average fair value of optgnasited in the second quarter of fiscal
2007 was $9.11. No options were granted in therskqoarter of fiscal 2008 or in the third quartef$§iscal 2008 and 2007.

11




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

The total intrinsic value of options exercised dgrthe three and nine months ended June 30, 209867 million and $80.9 million
respectively. The total intrinsic value of optiameercised during the three and nine months ende& 30, 2007 was $4.0 million and $5.0
million, respectively.

As of June 30, 2008, the unrecognized compensatistirelated to the stock options was $13.2 milliimat cost is expected to be
recognized over a weighted-average period of 2arsye

RESTRICTED STOCK

Restricted stock awards consist of the Companyrisneon stock and are time vested over 3-5 years Ciimepany recognizes
compensation expense on a straight-line basistheeresting period. The fair value of restricteat&tawards is determined based on the
closing trading price of the Company’s shares engtant date. The weighted-average grant-datedhie of shares granted for the nine
months ended June 30, 2008 and 2007 was $35.1824n€0, respectively.

A summary of the status of the Company’s restristedk awards as of June 30, 2008 and 2007, amyebaluring the nine months then
ended is presented below:

Nine months ended June 30,

2008 2007
Weighted- Weighted-
Average Average
Shares Grant-Date Shares Grant-Date
Restricted Stock Awards (in thousands) Fair Value (in thousands) Fair Value
Unvested at October 24C $ 29.27 21 $ 29.57
Grantec 22 35.1¢ 27 26.9(
Vested 3 16.01 — —
Forfeited (19 30.2¢ — —
Unvested at June 30, 245§ 29.92 24C $ 29.27

As of June 30, 2008, there was $4.0 million ofltataecognized compensation cost related to unsestgricted stock options granted
under the Plan. That cost is expected to be rezedriver a weighted-average period of 2.75 years.

Notes Payable and Long-term Debt

At June 30, 2008, the Company had the followingeensed long-term debt outstanding:

Maturity Date Interest Rate
Fixed rate debt
August 15, 200! 5.91% $ 25,000,00
August 15, 201. 6.46% 75,000,00
August 15, 201- 6.56% 75,000,00
Senior credit facility
December 18, 2011 2.74%-2.84% 280,000,00

$ 455,000,00

The terms of the fixed rate debt obligations regtire Company to maintain a minimum ratio of deltotal capitalization.

12




10.

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

The Company has an agreement with a multi-bankisgtedfor a $400 million senior unsecured creditliiy which matures

December 2011. While the Company has the optidiotoow at the prime rate for maturities of lesat88 days, the Company anticipates
that the majority of all of the borrowings over tife of the facility will accrue interest at a gad over LIBOR. The Company pays a
commitment fee based on the unused balance o&tiléyf. The spread over LIBOR as well as the cotrmeit fee is determined accord

to a scale based on a ratio of the Company’s tietht to total capitalization. The LIBOR spread reméom .30 percent to .45 percent
depending on the ratios. At June 30, 2008, the [RBfpread on borrowings was .35 percent and the donemt fee was .075 percent per
annum.

Financial covenants in the facility require the Qamy to maintain a funded leverage ratio (as ddjinéless than 50 percent and an
interest coverage ratio (as defined) of not leas th 00 to 1.00. The facility contains additiorehts, conditions, and restrictions that the
Company believes are usual and customary in unseéaebt arrangements for companies that are simikize and credit quality. At
June 30, 2008, the Company had three letters dftdm#aling $25.9 million under the facility an@dh $280 million borrowed against the
facility with $94.1 million available to borrow. Bradvances bear interest ranging from 2.74 petoehB4 percent. Subsequent to June
2008, the debt was reduced $5.0 million.

The Company also has an agreement with a singlefoamn unsecured line of credit for $5 millionmiding on the line of credit is prime
minus 1.75 percent. The covenants and other tench€@nditions are similar to the aforementionedaerredit facility except that there is
no commitment fee. At June 30, 2008, the Compauyntoeoutstanding borrowings against this line.

The Company maintains an unsecured credit fagilith a financial institution which it uses to isske¢ters of credit in order to obtain
surety bonds for its international operations. #el 30, 2008, unsecured letters of credit outstanttitaled $7.6 million.

At June 30, 2008, the Company had an unsecurecoagtble to a bank totaling $2.3 million denomidatea foreign currency. The
interest rate of the note is 16.0 percent with @ year maturity payable in quarterly installmeSisbsequent to June 30, 2008, the note
reduced $0.6 million.

Acquisition of TerraVici Drilling Solutions

On May 21, 2008, the Company acquired a privaté@didnpartnership, TerraVici Drilling Solutions (Ta¥ici) in a transaction accounted
for under the purchase method of accounting. Uttdepurchase method of accounting, the assetsradgand liabilities assumed of
TerraVici are recorded as of the acquisition dateéheir respective fair values, and consolidatéd #hose of the Company. TerraVici's
results of operations are included in the Compaagissolidated financial statements from the datecqglisition. TerraVici is included
with all other non-reportable business segments.

The Company paid a total purchase price of $12IBomito acquire TerraVici and it is now a whollywoed subsidiary of the Company.
The total purchase price included acquisition-eglatosts of $1.2 million. The transaction inclufigare contingency payments up to $11
million based on specific commerciality milestomdss certain earn-out provisions based on futureiegs.
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NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

TerraVici is developing patented rotary steerabtihhology to enhance horizontal and directiondlimlyi operations. The Company
acquired TerraVici to complement technology cutlsensed with the FlexRig. By combining this newheaology with the Company’s
existing capabilities, the Company expects to inaprdrilling productivity and reduce total well cdstthe customer.

The acquisition was accounted for using the purehasthod of accounting and the purchase priceatltmt resulted in the following
amounts being allocated to the assets acquiretiabilities assumed at the acquisition date bagexhuheir respective fair values.

Amounts in thousands May 21, 2008

Current assetl $ 352
Fixed asset 4,25
Trademark 91¢
In-process research and developn 11,12¢
Other noncurrent assets 28C
Assets acquire 16,931
Liabilities assumed (5,4572)
Net assets acquire 11,48t
Goodwill 672
Acquisition cost $ 12,157

The fair value of the acquired intangible assetssisis primarily of trademarks of $0.9 million amain-compete agreements of $0.3
million. The weighted average amortization peffi@dthe non-compete agreements is 4.0 years.

In-process research and development, or IPR&D gsgmts rotary steerable system (RSS) tools undetajenent by TerraVici at the date
of acquisition that had not yet achieved technaalgieasibility, and would have no future altermatuse. Accordingly, the purchase price
allocated to IPR&D was expensed immediately subsegio the acquisition. This charge will be armmmti over 15 years for tax purpos
The $11.1 million estimated fair value of thesengible assets was derived using the multi-penag €s-earnings method.

Detailed pro forma summary financial results far three and nine months ended June 30, 2008 apras®nted because the consolidated
results of operations, assuming the acquisitiohesfaVici had occurred at the beginning of the répg period, are not materially differe
from the Consolidated Condensed Statement of In@smeported.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

The excess of purchase price over the fair valagaead to the assets acquired and liabilities asdumpresents the goodwill resulting
from the acquisition. The amount allocated to geitids preliminary and subject to change, depegdim the results of the final purchase
price allocation. The Company does not expectpmamion of this goodwill to be deductible for taurposes. The goodwill attributable to
the Company'’s acquisition of TerraVici has beerorded as a noncurrent asset in the Company’s Jur2088 Consolidated Balance
Sheet and will not be amortized, but is subjecttgew for impairment, on an annual basis, or dgcators of impairment exist.

The allocation of the purchase price is subjedin@alization of the Company’s management analy§tbe fair value of the assets acquired
and liabilities assumed of TerraVici as of the dsition date. The final allocation of the purch@se may result in additional
adjustments to the recorded amounts of assetsabilities and may also result in adjustments tprdeiation, amortization and acquired
in-process research and development. The finatation is expected to be completed as soon atiqgable but no later than 12 months
after the acquisition date.

Income Taxes

The Company'’s effective tax rate for the first nmenths of fiscal 2008 and 2007 was 36.9 percetht3&6 percent, respectively. The
effective tax rate for the three months ended B&008 and 2007 was 36.8 percent and 36.5 perespectively. The effective rate
differs from the U.S. federal statutory rate of@Bpercent primarily due to state and foreign taxes.

The Company adopted FASB Interpretation No.A&;ounting for Uncertainty in Income Taxes — aeriptetation of FASB Statement
No. 109(“FIN 48”") on October 1, 2007. FIN 48 clarifies the accounting disclosure requirements for uncertainty ingasitions. FIN 4
prescribes a recognition threshold of more-likdlgrtnot, and a measurement attribute for all tax pmsititaken or expected to be taker

a tax return, in order to be recognized in therfoial statements. The cumulative effect of inifi@pplying the Interpretation was reported
as an adjustment to the opening balance of retaiagtngs on October 1, 2007.
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NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

The net impact to the Company of the cumulativectfof adopting FIN 48 was a decrease of approxin&5.0 million in retained
earnings. The liabilities for unrecognized tax &figs and related interest and penalties are iradud other noncurrent liabilities on the
balance sheet.

At October 1, 2007, the Company’s liability for enognized tax benefits, after the adoption of F8\was $4.6 million, of which $4.3
million represents tax benefits that, if recogniaeduld favorably impact the effective tax ratenrblcognized tax benefits increased to
million at June 30, 2008, mainly due to the curigeriod impact of tax positions taken in prior yeamcluded in this balance is $4.9
million which, if recognized, would favorably affecur effective tax rate.

The Company recognizes accrued interest relatadriecognized tax benefits in interest expense pandlties in other expense in the
consolidated statements of income. At Octobe0072and June 30, 2008, the Company had accruaéshind penalties of $2.0 million
and $2.2 million, respectively.

The Company files a consolidated U.S. federal inedax return, as well as income tax returns inoteristates and foreign
jurisdictions. The tax years that remain openxdangination by U.S. federal and state jurisdictiondude fiscal years 2004 to 2007.
Audits in foreign jurisdictions are generally coref through fiscal year 2001.

It is reasonably possible that the amount of threemgnized tax benefit with respect to certain cogaized tax positions will increase or
decrease during the next 12 months; however, tmep@ay does not expect the change to have a magéfieat on results of operations or
financial position.

Contingent Liabilities and Commitments

In conjunction with the Company'’s current drillinig construction program, purchase commitmenteéfpripment, parts and supplies of
approximately $192.5 million are outstanding ateJ@a, 2008.

Various legal actions, the majority of which arisghe ordinary course of business, are pendinge Company maintains insurance ag:
certain business risks subject to certain dedwesibNone of these legal actions are expectedvw® aanaterial adverse effect on the
Company'’s financial condition, cash flows or reswf operations.

The Company is contingently liable to suretiesasprect of bonds issued by the sureties in conmegtith certain commitments entered
into by the Company in the normal course of businéshe Company has agreed to indemnify the ssrédreany payments made by them
in respect of such bonds.
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13. Segment Information

The Company operates principally in the contraitiiry industry. The Company’s contract drilling $iness includes the following
reportable operating segments: U.S. Land, Offshamd,International Land. The contract drilling ogi@®ns consist mainly of contracting
Company-owned drilling equipment primarily to ma@rand gas exploration companies. The Compapgisary international areas of
operation include Venezuela, Colombia, Ecuadorahdr South American countries. The Internatidrzadd operations have similar
services, have similar types of customers, opénadeconsistent manner and have similar econondaegulatory characteristics.
Therefore, the Company has aggregated its Intemeatland operations into one reportable segmEath reportable segment is a
strategic business unit which is managed separddher includes non-reportable operating segments.

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

revenues from external and internal custem
direct operating costs

depreciation and

allocated general and administrative costs

but excludes corporate costs for other depreciatimome from asset sales and other corporate iacomd expense.

General and administrative costs are allocateHesegments based primarily on specific identificaand, to the extent that such
identification is not practical, on other methodsieh the Company believes to be a reasonable tigifeof the utilization of services

provided.

Segment operating income is a non-GAAP financiasnee of the Company’s performance, as it exclgéegral and administrative
expenses, corporate depreciation, income from aa$et and other corporate income and expense.
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The Company considers segment operating income smbmportant supplemental measure of operatirfgipeance by presenting trends
in the Company’s core businesses. This measwsed by the Company to facilitate period-to-pegochparisons in operating
performance of the Company’s reportable segmentseimggregate by eliminating items that affect parability between periods. The
Company believes that segment operating incomseiulito investors because it provides a meansatuate the operating performanc
the segments and the Company on an ongoing basis ariteria that are used by our internal decisitakers. Additionally, it highlights
operating trends and aids analytical compariséfswvever, segment operating income has limitatiordsshould not be used as an
alternative to operating income or loss, a perforceameasure determined in accordance with GAAR exludes certain costs that may
affect the Company’s operating performance in fifperiods.

Due to the continued growth of the drilling segnsemter the past few years, the Company re-evalutstedportable segments. With the
growth of the drilling segments, the Real Estatgreent has become a smaller percentage of totalesggoperating income. In the
evaluation of segment reporting, the Company detexdithat the total of external revenues reportethb three reportable operating
segments, U.S. Land, Offshore and Internationatll.anomprised more than 75 percent of total conatdid revenue. As a result, the Real
Estate segment previously shown as a reportableesgighas been included with all other non-repoetéiisiness segments. Revenues
included in all other consist primarily of rentatbme. Prior period balances have been restatedl¢at this change.

In the fourth quarter of fiscal 2007, the Compargdn mobilizing an offshore rig from the U.S. toiaternational location. Because an
offshore rig requires different technology and negirkg strategies, the chief operating decision-mialevaluation of performance and
resource allocation for this rig is more approgiyaligned with the Offshore segment. Therefaee€ompany will continue to include
the operations of this rig in the Offshore opemtiegment. Additionally, the Company determined ¢ghananagement contract for a
customer-owned platform rig located offshore in YAfsica was more appropriately aligned with thefshbre segment for purposes of
evaluating performance and resource allocatiorerdfore, this management contract has been refgdastom the International segment
to the Offshore segment for the quarter and yeaate periods ending June 30, 2007. As a refdtinternational segment was renamed
to International Land. Financial information fopmetable segments for fiscal 2007 has been restatesflect this change.
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Summarized financial information of the Compangpartable segments for the nine months ended Jyr2088, and 2007, is shown in
the following tables:

Segment
External Inter- Total Operating
(in thousands) Sales Segment Sales Income (Loss)
June 30, 200¢
Contract Drilling:
U.S. Land $ 1,104,66: $ — 3 1,104,66: $ 446,99
Offshore 104,36¢ — 104,36¢ 19,73(
International Lanc 234,94 — 234,94 51,40(
1,443,97. — 1,443,97. 518,12-
Other 8,85( 657 9,507 (7,596
1,452,82. 657 1,453,48: 510,52¢
Eliminations — (657) (657) —
Total $ 1,452,82. $ — 8 1,452,82. $ 510,52¢
Segment
External Inter- Total Operating
(in thousands) Sales Segment Sales Income
June 30, 200}
Contract Drilling:
U.S. Land $ 842,55¢ $ — $ 842,55¢ $ 342,80¢
Offshore 94,08: — 94,08: 15,73¢
International Lanc 235,15! — 235,15: 72,82
1,171,79 — 1,171,79 431,36¢
Other 8,414 617 9,031 3,71:
1,180,20! 617 1,180,821 435,08
Eliminations — (617) (617) —
Total $ 1,180,200 $ — 3 1,180,20! $ 435,08:
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Summarized financial information of the Compangpartable segments for the three months ended3yr2008, and 2007, is shown in
the following tables:

Segment
External Inter- Total Operating
(in thousands) Sales Segment Sales Income (Loss)
June 30, 200¢
Contract Drilling:
U.S. Land $ 391,75 $ — 3 391,75 $ 159,41
Offshore 47,29¢ — 47,29¢ 12,018
International Lanc 80,58¢ — 80,58t 17,49:
519,63¢ — 519,63¢ 188,91¢
Other 2,87¢ 22C 3,09¢ (10,42)
522,51 22C 522,73 178,49°
Eliminations — (220) (220) —
Total $ 522,51 $ — 8 522,510 $ 178,49°
Segment
External Inter- Total Operating
(in thousands) Sales Segment Sales Income
June 30, 200}
Contract Drilling:
U.S. Land $ 303,51: $ — $ 303,51: $ 114,61¢
Offshore 29,62¢ — 29,62¢ 4,55:
International Lanc 85,351 — 85,351 28,87
418,49° — 418,49° 148,04
Other 2,77 212 2,98¢ 1,288
421,27: 21z 421,48t 149,33(
Eliminations — (212) (212) —
Total $ 42127 $ — 3 421,27 $ 149,33(
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The following table reconciles segment operatirgpime per the table above to income before incomestand equity in income of
affiliate as reported on the Consolidated Conde®atements of Income.

Segment operating incon
Gain from involuntary conversion of lo-lived asset:
Income from asset sal:
Corporate general and administrative costs andocatg
depreciatior
Operating income

Other income (expense
Interest and dividend incon
Interest expens
Gain on sale of investment securit
Other
Total other income (expense)

Income before income taxes and equity in incomaffifate

Total Assets

U.S. Land
Offshore
International Lanc
Other

Investments and Corporate Operati

Three Months Ended

Nine Months Ended

The following table presents revenues from extecaatomers by country based on the location ofiseprovided.

Operating revenue
United State:
Venezuele
Ecuador
Other Foreign

Total

June 30, June 30,
2008 2007 2008 2007
(in thousands)
$ 178,49° $ 149,33( $ 510,52¢ $ 435,08:
5,42¢ 5,90( 10,23¢ 11,07(
1,61¢ 6,18¢ 4,40¢ 39,00¢
(7,737) (6,749 (23,059 (19,549
177,80° 154,67: 502,11( 465,61(
1,03¢ 962 3,36¢ 3,24(
(4,65)) (3,260) (14,25%) (6,092)
16,38¢ 25,29¢ 21,99¢ 51,81:
66 12C (370) 25C
12,83° 23,12( 10,73¢ 49,21(
$ 190,64 $ 177,79: $ 512,84¢ $ 514,82(
June 30, September 30,
2008 2007
(in thousands)
$ 2,485,361 $ 2,073,01!
151,42: 124,01
352,98! 314,62¢
35,55¢ 30,35!
3,025,32! 2,542,00!
353,19¢ 343,36:
$ 3,378,52. $ 2,885,36!
Three Months Ended Nine Months Ended
June 30, June 30,
2008 2007 2008 2007
(in thousands)
$ 434,23( $ 331,20 $ 1,208,68 $ 930,93:
43,95¢ 40,34¢ 123,66: 87,08(
7,86¢ 22,53¢ 41,38 75,08!
36,46¢ 27,18¢ 79,09¢ 87,11
$ 52251 $ 42127: $ 1,452,82. $ 1,180,20'
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Pensions and Other Post-retirement Benefits

The following provides information at June 30, 2@0®I 2007 related to the Company-sponsored dondefilced benefit pension plan.

Components of Net Periodic Benefit Cost

Three Months Ended Nine Months Ended
June 30, June 30,
2008 2007 2008 2007
(in thousands)
Service Cos $ — $ — 3 — 3 =
Interest Cos 1,18¢ 1,21¢€ 3,56¢ 3,64¢
Expected return on plan ass (1,45%) (1,28]) (4,379 (3,847
Recognized net actuarial lo (3 35 (9 10t
Net pension expen: $ 272) $ (30) $ (814) $ (90)

Employer Contributions

The Company does not anticipate that it will beurezg to fund the Pension Plan in fiscal 2008. ldeer, the Company expects to make
discretionary contributions to fund distributiomslieu of liquidating pension assets. The Compastimates contributing $3.0 million in
fiscal 2008. Through June 30, 2008, the Companlydoatributed $2.3 million to the Pension Plan.

Foreign Plan

The Company maintains an unfunded pension plaménod the international subsidiaries. Pension egpavas approximately $115,000
and $58,000 for the three months ended June 3@ &8 2007, respectively. Pension expense wasxpmately $247,000 and $215,000
for the nine months ended June 30, 2008 and 2@6pectively.

Risk Factors

The Company derives its revenue in Venezuela fretmoleos de Venezuela, S.A. (PDVSA), the Venezustate-owned petroleum
company. The Company is exposed to risks of cayrelevaluation in Venezuela primarily as a restitaivar fuerte (Bsf) receivable a
Bsf cash balances.

The net receivable from PDVSA , as disclosed inGbenpany’s 2007 Annual Report on Form 10-K, wagaxmately $50 million at
November 1, 2007. At June 30, 2008, the net ratdévfrom PDVSA was approximately $63 million. #fsAugust 1, 2008, the net
receivable from PDVSA was approximately $61 milliohhe Company continues to communicate with PDV&garding the settlement
the outstanding receivables and at this time, bagason to believe the amounts will not be paid.

The Company has made applications with the Venamuwgbvernment requesting the approval to convétdrduerte cash balances to
U.S. dollars. Upon approval from the Venezuelanegoment, the Company’s Venezuelan subsidiary emiit approximately $28.4
million as a dividend to its U.S. based parent.

While the Company has been successful in obtaigovgrnment approval for conversion of bolivar fedr U.S. dollars, there is no
guarantee that future conversion to U.S. dollaishei permitted. In the event that conversion t8 \Hollars would be prohibited, then
bolivar fuerte cash balances would increase andsexghe Company to increased risk of devaluation.

The Venezuelan subsidiary has received notificatiom PDVSA that reimbursement of U.S. dollar irees previously paid in Bsf will be
made only when supporting documentation has beproaed. The supporting documentation has beeneateli to PDVSA and is
awaiting approval. The approval and subsequennpaywould result in reducing the foreign curreegposure by approximately $44.5
million. The Company is unable to determine theirig of when payment will be received.

Past devaluation losses may not be reflective eptitential for future devaluation losses. Eveugh Venezuela continues to operate
under the exchange controls in place and the Veaeaolivar fuerte exchange rate has remained fateBsf 2.150 to one U.S. dollar
since the devaluation in March 2005, the
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exact amount and timing of devaluation is uncertaih August 1, 2008, the Company had the equitadé846 million in cash in Bsf's
exposed to the risk of currency devaluation.

While the Company is unable to predict future deatbn in Venezuela, if current activity levels tane and if a 10 percent to 20 percent
devaluation were to occur, the Company could egpeg potential currency devaluation losses ranfgorg approximately $5.3 million to
$9.5 million.

As disclosed in the Company’s 2007 Annual ReporForm 10-K, the Ecuadorian government was negotiatiith the Company’s
customers to resolve contract disputes createddgmyernment decree that modified the original cets for splitting profits on oil
production. The negotiations have resulted in soperators returning to the Ecuadorian market.re@uly, the Company has four rigs in
Ecuador, and all rigs are working. Two rigs tharevpreviously in Ecuador were transferred fromasicu to Colombia and began work in
the third quarter of fiscal 2008. In June 2008agreement was signed to sell two rigs in Ecuadde rigs were classified as “Assets held
for sale” in the Companyg’June 30, 2008 Consolidated Balance Sheet. Téelsaed in the fourth quarter of fiscal 2008 #mel Compan
recorded a gain from the transaction.

Insurance coverage for “named wind storm” perils baen limited for the past few years. The Comgamghased an aggregate limit of
$100 million of “named wind storm” coverage and-$esures 10 percent of that limit as well as &%8illion deductible. For other
insured perils, the Company insures rigs and relatgiipment at values that approximate currentogphent cost on the inception date of
the policy. The Company self-insures 10 percerthefvalue for offshore rig property and 30 pera#rthe value for land rig property.

The Company also self-insures a $1.0 million peuoence deductible. No insurance is carried agdss of earnings or business
interruption. The Company is unable to obtain gigant amounts of insurance to cover risks of ugdeund reservoir damage; however,
the Company is generally entitled to indemnificatimder its drilling contracts from this risk.

Gain Contingencies

In August 2007, the Company experienced a fire ¢ Uand Rig 178, a 1,500 horsepower FlexRig2, wherwell it was drilling had a
blowout. There were no significant personal irégralthough the drilling rig was lost. The rig viasured at a value that approximated
replacement cost. At September 30, 2007, theawh balue of the rig was removed from propertynpkand equipment and a receivable
from insurance was recorded, net of a $1.0 miliimurance deductible expensed. During the ninetihsoended June 30, 2008, gross
insurance proceeds of approximately $8.7 milliomeneceived and a gain of approximately $5.0 milkeas recorded. The Company
anticipates settling the insurance claim in fi2@08 and expects to receive additional insurancegads of less than $0.2 million.

In August 2005, the Company’s Rig 201, which opsatn an operator’s tension-leg platform in thef @uMexico, lost its entire derrick
and suffered significant damage as a result ofielame Katrina. The rig was insured at a value dpgtroximated replacement cost.
Capital costs incurred in conjunction with rebuilgithe rig were capitalized in fiscal 2007 andlzgang depreciated in accordance with
Company’s accounting policies. Insurance proceedsived through September 30, 2007 totaled apmabely $19.3 million with
approximately $16.7 recorded as a gain from invialgnconversion of long-lived assets. During tiermonths ending June 30, 2008,
proceeds of approximately $5.2 million were recdigad recorded as a gain from involuntary conversibhe Company continues to w
with insurance providers to settle remaining claimsy future proceeds received will continue torbeorded as gain from involuntary
conversion of londived assets when received. The Company expeaisttie this claim in fiscal 2008 and estimatesitamithl proceeds ¢
less than $0.1 million.
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17. Recently Issued Accounting Standards

In June 2008, the Financial Accounting Standardsr8¢‘FASB”) issued Staff Position (FSP) EITF 03@etermining Whether
Instruments Granted in Share-Based Payment TraiwsacAre Participating Securitiesto clarify that all outstanding unvested share-
based payment awards that contain nonforfeitagtesito dividends or dividend equivalents, whettedd or unpaid, are participating
securities. An entity must include participatirgggrities in its calculation of basic and dilutedrengs per share pursuant to the two-class
method pursuant to SFAS No. 1Egrnings per Share FSP EITF 03-6-1 is effective for fiscal yeargimming after December 15, 2008.
The Company is currently evaluating FSP EITF 03t6-determine the impact, if any, on the Consoéidétinancial Statements.

In December 2007, the FASB issued SFAS No. 141R3jness Combinatiorad SFAS No. 16(\oncontrolling Interests in
Consolidated Financial Statements-an amendmenR& No. 51 Both of these standards are effective for finahstatements issued for
fiscal years beginning after December 15, 2008ASSNo. 141(R) will be applied prospectively to mess combinations occurring after
the effective date. Earlier application is protedi The Company is currently evaluating the piiiéimpact of adopting SFAS No. 160
but does not expect its adoption to have a sigaifiempact.

In February 2007, the FASB issued SFAS No. I5® Fair Value Option for Financial Assets and Fioal Liabilities-Including an
amendment of FASB Statement No. BFAS No. 159 permits entities to choose to measiangy financial instruments and certain other
items at fair value. SFAS No. 159 is effectiveo&the beginning of an entity’s first fiscal ye&at begins after November 15, 2007. The
Company is currently evaluating whether the elecfirovisions of SFAS No. 159 will be adopted.

In September 2006, the FASB issued SFAS No. E&if,Value MeasurementsSFAS No. 157 defines fair value, establishesuméwork
for measuring fair value and expands disclosuresitafair value measurements. This statement ectffe for financial statements issued
for fiscal years beginning after November 15, 200%] interim periods within those fiscal years.Fabruary 2008, the FASB issued F/£
Staff Position No. FAS 157-Effective Date of FASB Statement No. {tfé FSP). The FSP amends SFAS No. Fait, Value
Measurementsto delay the effective date of SFAS 157 for noaficial assets and nonfinancial liabilities, exdepitems that are
recognized or disclosed at fair value in the finahstatements on a recurring basis (that is,astlannually). For items within its scope,
the FSP defers the effective date of SFAS No. d5is¢tal years beginning after November 15, 2008, iaterim periods within those fis
years. The Company is currently evaluating SFASTG and FAS 157-2 to determine the impact, if, amythe Consolidated Financial
Statements.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIMNCIAL CONDITION
AND RESULTS OF OPERATIONS
June 30, 2008

RISK FACTORS AND FORWARD -LOOKING STATEMENTS

The following discussion should be read in conjiorctvith the consolidated condensed financial statets and related notes included
elsewhere herein and the consolidated financigsiants and notes thereto included in the Comp&®803 Annual Report on Form 10-K.
The Company'’s future operating results may be &dfbby various trends and factors, which are beybadCompany’s control. These include,
among other factors, fluctuations in natural gas @ude oil prices, early termination of drillingrdracts, forfeiture of early termination
payments under fixed term contracts due to susiainacceptable performance, unsuccessful collecfioeceivables, including Venezuelan
receivables, inability to procure key rig comporseffailure to timely deliver rigs within applicabdgace periods, disruption to or cessation of
business of the Company’s limited source vendofalaiicators, currency exchange losses, changgsnaral economic and political
conditions, adverse weather conditions includingibanes, rapid or unexpected changes in techredpgind uncertain business conditions
affect the Company’s businesses. Accordingly, pesilts and trends should not be used by invegia@aticipate future results or trends. The
Company'’s risk factors are more fully describeth@ Company’s 2007 Annual Report on Form 10-K dsewehere in this Form 10-Q.

With the exception of historical information, thatters discussed in Management'’s Discussion & Asislgf Financial Condition and Results
of Operations include forward-looking statementsiese forwardeoking statements are based on various assumptibms Company cautiol
that, while it believes such assumptions to beaealsle and makes them in good faith, assumptioastdbture events and conditions almost
always vary from actual results. The differencesMeen good faith assumptions and actual resuttdeanaterial. The Company is including
this cautionary statement to take advantage ofdafe harbor” provisions of the Private Securitiétiggation Reform Act of 1995 for any
forwarddooking statements made by, or on behalf of, them@any. The factors identified in this cautionaigtement are important factors (|
not necessarily all important factors) that coddse actual results to differ materially from thespressed in any forward-looking statement
made by, or on behalf of, the Company.

RESULTS OF OPERATIONS

Three Months Ended June 30, 2008 vs. Three Monthsnded June 30, 2007

The Company reported net income of $125.4 milli®h.18 per diluted share) from operating revenuegs@P.5 million for the third quarter
ended June 30, 2008, compared with net income 15.@Imillion ($1.09 per diluted share) from opeargtrevenues of $421.3 million for the
third quarter of fiscal year 2007. Net incometfwe third quarter of fiscal 2008 includes approxiety $10.0 million ($0.09 per diluted share)
of after-tax gains from the sale of available-fatessecurities. Net income for the third quartdiistal 2008 includes approximately $1.0
million ($0.01 per diluted share) of after-tax gafrom the sale of assets and approximately $3I&m{$0.03 per diluted share) of after-tax
gains from involuntary conversion of long-lived @ss Net income for the third quarter of fiscaD20ncludes approximately $3.9 million
($0.03 per diluted share) of after-tax gains fréwm $ale of assets and approximately $3.7 millidnQ® per diluted share) of after-tax gains
from involuntary conversion of long-lived assetscluded in net income for the third quarter ot&52008 is an approximate after-tax charge
of $6.9 million ($0.07 per diluted share) from irepess research and development.

ACQUISITION OF TERRAVICI DRILLING SOLUTIONS

On May 21, 2008, the Company acquired a privatédidnpartnership, TerraVici Drilling Solutions (TaWici) in a transaction accounted for
under the purchase method of accounting. Undepdihehase method of accounting, the assets anititiesbof TerraVici were recorded as of
the acquisition date, at their respective fair ealuand consolidated with the Company’s finandetesnents. The new segment is included with
all other non-reportable business segments.
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TerraVici is developing patented rotary steerabtdhhology to enhance horizontal and directiondlinlyi operations. The Company acquired
TerraVici to complement technology currently usdthwhe FlexRig. The process of drilling has beedncreasingly challenging as preferred
well types deviate from simple vertical drillinddy combining this new technology with the Compangyésting capabilities, the Company
expects to improve drilling productivity and reduoél well cost to the customer.

The Company paid a total purchase price of $12IRomi including acquisition related fees of $1.2limn. The impact of the purchase mett
of accounting resulted in the Company recordingngorocess research and development (IPR&D) chaf@d 1.1 million in the three months
ended June 30, 2008. The IPR&D represents rotagrale system (RSS) tools under development Vi at the date of acquisition that
had not yet achieved technological feasibility, amild have no future alternative use. The $1lillilom estimated fair value of the IPR&D
was derived using the multi-period excess-earnmgthod. The transaction includes future continggrayments up to $11 million based on
specific commerciality milestones plus certain eaub provisions based on future earnings.

The following tables summarize operations by bussreegment for the three months ended June 30,82@D8007. The Offshore and
International Land segments for the three and minaths ended June 30, 2007 have been restatefieirt eechange made to the reportable
operating segments in the fourth fiscal quarte2@#7 more fully described in Note 13 to the Cordatitd Condensed Financial Statements.
Operating statistics in the tables exclude thectsfef offshore platform and international manageneentracts, and do not include
reimbursements of “out-of-pocket” expenses in rexgmexpense and margin per day calculations. &ecalculations for international
operations also exclude gains and losses fromlatams of foreign currency transactions. Segmeadrating income is described in detail in
Note 13 to the consolidated condensed financigistants
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Three Months Ended June 30,

2008 2007
(in thousands,

U.S. LAND OPERATIONS except days and per day amounts)
Revenue! $ 391,75 $ 303,51
Direct operating expens 187,77 157,75¢
General and administrative expel 4,801 3,62¢
Depreciatior 39,77( 27,51:
Segment operating income $ 159,41. $ 114,61
Revenue day 15,26 12,37:
Average rig revenue per d $ 24,54: $ 23,40:
Average rig expense per d $ 11,17¢  $ 11,61¢
Average rig margin per de $ 13,36 $ 11,78
Rig utilization 96% 96%

U.S. LAND segment operating income increased t@$Lkillion for the third quarter of fiscal 2008rapared to $114.6 million in the same
period of fiscal 2007. Revenues were $391.8 nmiland $303.5 million in the third quarter of fis@8I08 and 2007, respectively. Included in
U.S. land revenues for the three months ended 32008 and 2007 are reimbursements for “out-akpt expenses of $17.2 million and

$14.0 million, respectively.

The $1,142 increase in average revenue per ddhddhird quarter of fiscal 2008 compared to thiedthuarter of fiscal 2007 is attributable to
higher dayrates for new rigs added since the tiiratter of fiscal 2007 compared to dayrates ortiegisigs working at June 30, 2007. The
decrease in average rig expense per day for theedharter of fiscal 2008 compared to the thirdrtpreof fiscal 2007 is primarily due to
reduced training cost associated with a slowewdslischedule of new FlexRigs.

Average U.S. land rig margin per day increased p8réent for the comparable quarters. U.S. lagdtilization was 96 percent for both
comparable quarters. U.S. land rig activity dayrstiie third quarter of fiscal 2008 were 15,263 paned with 12,371 for the same period of
fiscal 2007, with an average of 167.7 and 135.9 wigrking during the third quarter of fiscal 200812007, respectively. The increase in rig
days and average rigs working is attributable tm@&& rigs entering the fleet since the end of kel tquarter of fiscal 2007.

Three Months Ended June 30

2008 2007
(in thousands,

OFFSHORE OPERATIONS except days and per day amounts)
Revenue! $ 47,29¢ $ 29,62¢
Direct operating expens 31,16¢ 21,74¢
General and administrative expel 1,27¢ 907
Depreciatior 2,84: 2,41¢
Segment operating income $ 12,01: $ 4,55¢
Revenue day 732 54¢
Average rig revenue per d $ 51,30¢ $ 30,26
Average rig expense per d $ 31,18. $ 21,73¢
Average rig margin per de $ 20,12¢ $ 8,52¢
Rig utilization 89% 67%

OFFSHORE revenues include reimbursements for “yacket” expenses of $4.3 million and $3.6 millifam the three months ended
June 30, 2008 and 2007, respectively.
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Segment operating income increased in the thirdteuaf fiscal 2008 compared to the third quartefiszal 2007, primarily as a result of two
rigs beginning work in the third quarter of fis€4l08 that were not working in the third quartefistal 2007, and Rig 201 returning to full
operations late in the third quarter of fiscal 20@ditionally, the offshore segment experienacettéases in dayrates associated with wage
increases, producer price index increases and @enereases caused by a higher demand for offsigse One of the rigs beginning work in
the third quarter of fiscal 2008 is in an internatil location. The increased rig activity also @ased revenue days for the two comparable
quarters.

At June 30, 2008, the Company had eight of its plagorm rigs working. The ninth rig is currently the yard undergoing capital
improvement and is expected to return to work &ittontract in the third quarter of fiscal 2009.

Three Months Ended June 30,

2008 2007
in thousands,

INTERNATIONAL LAND OPERATIONS except days and per day amounts)
Revenue! $ 80,58 $ 85,357
Direct operating expens 55,09: 49,16¢
General and administrative expel 1,182 67C
Depreciation 6,81¢ 6,64¢
Segment operating incon $ 17,49: $ 28,87
Revenue day 1,951 2,23t
Average rig revenue per d $ 38,70¢ $ 34,20(
Average rig expense per d $ 25,63t $ 18,24¢
Average rig margin per de $ 13,07: $ 15,95¢
Rig utilization 7% 90%

INTERNATIONAL LAND segment operating income for tiigird quarter of fiscal 2008 was $17.5 millionngoeared to $28.9 million in the
same period of fiscal 2007. Rig utilization fotdmational land operations was 79 percent fothird quarter of fiscal 2008, compared with
percent for the third quarter of fiscal 2007. Dgrthe current quarter, an average of 21.2 rigketcompared to an average of 24.3 rigs ir
third quarter of fiscal 2007. International landeaues decreased to $80.6 million in the third wwanf fiscal 2008, compared with $85.4
million in the third quarter of fiscal 2007. Theaease in revenue is attributable to decreaseshvevdays, primarily in Ecuador, during the
third quarter of fiscal 2008. Third quarter avexaiy expense per day for fiscal 2008 increasegettent from the third quarter of fiscal 2007,
primarily from labor costs increases and transpiortecosts and customs fees recognized duringhiihe quarter of fiscal 2008. Additionally,
rig utilization decreased and segment operatingriredecreased as idle rigs continued to incur tipgraxpenses and depreciation. Included
in international land revenues for the three moetided June 30, 2008 and 2007 are reimbursemenisuteof-pocket” expenses of $5.1
million and $8.6 million, respectively.
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As disclosed in the Company’s 2007 Annual Reporform 10-K, the Ecuadorian government was negogatiith the Company’s customers
to resolve contract disputes created by a goverhdemree that modified the original contracts falitng profits on oil production. The
negotiations have resulted in some operators rieigito the Ecuadorian market. Currently, the Conypaas four rigs in Ecuador, and all rigs
are working. Two rigs that were previously in Edaawere transferred from Ecuador to Colombia agghin work in the third quarter of fiscal
2008. In June 2008, an agreement was signedltwsetigs in Ecuador. The rigs were classified/assets held for sale” in the Company’s
June 30, 2008 Consolidated Balance Sheet. Thelwsled in the fourth quarter of fiscal 2008 anel @ompany recorded a gain from the
transaction.

RESEARCH AND DEVELOPMENT

For the three months ended June 30, 2008, the Qonipeurred $0.5 million research and developmepeeses related to ongoing
development of the RSS. The Company anticipatesareh and development expenses to be approxingéymillion in the fourth quarter
fiscal 2008 and in each quarter through June 30920

OTHER

General and administrative expenses increased4d $illion in the third quarter of fiscal 2008 o$11.5 million in the third quarter of fiscal
2007. The $3.2 million increase is primarily doeatlditions in employee count that has resulteghimcrease in employee compensation,
including taxes and benefits, compared to the gaenied in 2007.

Interest expense was $4.7 million and $3.3 milliothe third quarter of fiscal 2008 and 2007, resipely. Capitalized interest, all attributable
to the Company’s rig construction, was $0.7 millamrd $2.1 million for the three months ended Junhe2808 and 2007, respectively. With
advances on the credit facility, interest expereferie capitalized interest increased $0.1 millioning the third quarter of fiscal 2008 compe
to the third quarter of fiscal 2007.

Income from the sale of investment securities wigs4smillion, $10.0 million after-tax ($0.09 pefutied share) in the third quarter of fiscal
2008 compared to $25.3 million, $15.5 million aftax ($0.15 per diluted share) in the third quadfefiscal 2007. The gain in both periods
was from the sale of available-for-sale investments
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Nine Months Ended June 30, 2008 vs. Nine Months Erd June 30, 2007

The Company reported net income of $335.3 millB.16 per diluted share) from operating revenuekld billion for the nine months ended
June 30, 2008, compared with net income of $332l#bm($3.17 per diluted share) from operatingeaues of $1.2 billion for the first nine
months of fiscal year 2007. Net income for thetfitine months of fiscal 2008 includes $13.5 mill{$0.13 per diluted share) of aftx gain:
from the sale of available-for-sale securities.e Plhoceeds from the sale of securities in the minaths ended June 30, 2008 were used to func
capital expenditures. Net income for the firstenmonths of fiscal 2007 includes $31.8 million @Dper diluted share) of after-tax gains from
the sale of available-for-sale securities. Theceeals from the sale were used to repurchase 684208s of Company common stock for
approximately $15.9 million in October 2006 andding capital expenditures. Also included in neoime are after-tax gains from the sale of
assets of approximately $2.8 million ($0.02 peutditl share) for the nine months ended June 30,, 2008yared to approximately $24.7
million ($0.24 per diluted share) for the nine monended June 30, 2007. Also included in net irctonfiscal 2008 is approximately $6.5
million ($0.06 per diluted share) of after-tax gafrom involuntary conversion of long-lived assetsnpared to approximately $7.0 million
($0.06 per diluted share) of after-tax gains frowoiuntary conversion of long-lived assets in fls2207. Included in net income for fiscal
2008 is an approximate after-tax charge of $6.8oni($0.07 per diluted share) from in-process aesie and development. Refer to previous
discussion regarding the acquisition of TerraVicillidg Solutions.

The following tables summarize operations by bussreegment for the nine months ended June 30,&808007. Operating statistics in the
tables exclude the effects of offshore platform enternational management contracts, and do ntidecreimbursements of “out-of-pocket”
expenses in revenue, expense and margin per daylatédns. Per day calculations for internatioo@érations also exclude gains and losses
from translation of foreign currency transactiol®egment operating income is described in detaildte 13 to the financial statements.

Nine Months Ended June 30,

2008 2007
(in thousands,

U.S. LAND OPERATIONS except days and per day amounts)
Revenue! $ 1,104,66. $ 842,55¢
Direct operating expens 535,09: 417,51
General and administrative expel 13,45: 10,22¢
Depreciation 109,12: 72,00¢
Segment operating incon $ 446,99: $ 342,80¢
Revenue day 43,42 34,07"
Average rig revenue per d $ 24,32¢ $ 23,531
Average rig expense per d $ 11,21 $ 11,06
Average rig margin per de¢ $ 13,117 $ 12,47
Rig utilization 95% 97%
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U.S. LAND segment operating income in the firstenmonths of fiscal 2008 increased to $447.0 milfrmm $342.8 million in the first nine
months of fiscal 2007.

Revenues were $1.1 billion in the first nine morth&iscal 2008, compared with $842.6 million ireteame period of fiscal 2007. Included in
U.S. land revenues for the nine months ended JOn2(®8 and 2007 are reimbursements for “out-okpteexpenses of $48.2 million and
$40.5 million, respectively. The $104.2 million rease in segment operating income was primarilyekelt of increased activity days and
increased dayrates for new rigs placed in servicing fiscal 2008 compared to rigs in service ptfiscal 2008.

U.S. land rig revenue days for the first nine menihfiscal 2008 were 43,422 compared with 34,@f3He same period of 2007, with an
average of 158.5 and 124.8 rigs working duringfifs¢ nine months of fiscal 2008 and 2007, respetyi. The increase in rig days and aver
rigs working is attributable to new build rigs emtg the fleet in fiscal 2007 and 2008.

Nine Months Ended June 30,

2008 2007
(in thousands,

OFFSHORE OPERATIONS except days and per day amounts)
Revenue! $ 104,36¢ $ 94,08:
Direct operating expens 72,29t 66,59¢
General and administrative expel 3,48¢ 3,86¢
Depreciation 8,85¢ 7,88¢
Segment operating income $ 19,73 $ 15,73¢
Revenue day 1,70¢ 1,65¢
Average rig revenue per d $ 4571. % 33,09¢
Average rig expense per d $ 29,48 $ 21,92:
Average rig margin per de¢ $ 16,22¢ $ 11,17
Rig utilization 70% 67%

U.S. OFFSHORE operating revenues, direct operapgnses and segment operating income increased digher activity and a rig
beginning work in Trinidad during fiscal 2008. Inded in offshore revenues for the nine months edded 30, 2008 and June 30, 2007 are
reimbursements for “out-of-pocket” expenses of $Ifillion and $11.2 million, respectively.

At June 30, 2008, the Company had eight of its plagform rigs working. The ninth rig is currenttythe yard undergoing capital
improvement and is expected to return to work &ittontract in the third quarter of fiscal 2009.
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Nine Months Ended June 30,

2008 2007
in thousands,

INTERNATIONAL LAND OPERATIONS except days and per day amounts)
Revenue! $ 234,94: $ 235,15:
Direct operating expens 156,00 142,53(
General and administrative expel 3,42( 2,26¢
Depreciatior 24,12( 17,53¢
Segment operating income $ 51,40 $ 72,82:
Revenue day 5,72 6,86:
Average rig revenue per d $ 37,57 $ 29,58:
Average rig expense per d $ 23,70 $ 16,25:
Average rig margin per dz $ 13,86¢ $ 13,33(
Rig utilization 77% 93%

INTERNATIONAL LAND segment operating income in tfiest nine months of fiscal 2008 was $51.4 milli@ompared to $72.8 million in
the same period of 2007. Depreciation and opayaticome for the nine months ended June 30, 2008 negatively impacted by an
adjustment of approximately $5.9 million, relatedptior years’ depreciation. Rig utilization fortémnational land operations averaged 77
percent for the first nine months of fiscal 2008mpared with 93 percent for the first nine monthfiszal 2007. An average of 20.9 rigs
worked during the first nine months of fiscal 2068mpared to 25.1 rigs in the first nine monthfisafal 2007. International revenues were
$234.9 million and $235.2 million in the first nimgonths of fiscal 2008 and 2007, respectively. @berall increase in margins per day was
primarily the result of dayrate increases in seM@r@ign markets. Included in international lanedenues for the nine months ended June 30,
2008 and 2007 are reimbursements for “out-of-pdakgienses of $19.8 million and $31.6 million, respvely.

Direct operating expenses for the first nine mowthiiscal 2008 were up nine percent from the firiste months of fiscal 2007 as several
international markets incurred labor cost increas®sas idle rigs continued to incur operating esps.

OTHER

General and administrative expenses increased2d $4illion in the first nine months of fiscal 206®m $35.5 million in the first nine mont|
of fiscal 2007. The $7.2 million increase is prittyaattributable to additions in employee couratthas resulted in an increase in employee
compensation, including taxes and benefits, contpr¢he same period in 2007.

Interest expense was $14.3 million and $6.1 milfimnthe nine months ended June 30, 2008 and 286@ectively. With advances on the
credit facility to fund capital expenditures anawth, interest expense before capitalized intéreseased $4.6 million for the nine months
ended June 30, 2008, compared to the nine montexielune 30, 2007. During these same comparabtapecapitalized interest related to
the Company’s rig construction decreased $3.5oniléis fewer new rigs are built in fiscal 2008 coregao fiscal 2007.

In the first nine months of fiscal 2008, incomenfrthe sale of investment securities was $22.0onijls13.5 million aftetax ($0.13 per dilute
share). Income from the sale of investment séeanwas $51.8 million, $31.8 million aftéax ($0.30 per diluted share) in the first nine ithe
of fiscal 2007. The gain in both periods was fréma sale of available-for-sale investments and tbheqeds were used to fund capital
expenditures in both fiscal periods. In fiscal 20proceeds were also used to repurchase 681,808ssbf Company common stock for
approximately $15.9 million.
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Income from asset sales decreased to $4.4 milliahd first nine months of fiscal 2008, compare®38.0 million for the same period of fiscal
2007. The decrease of $34.6 million is primariliedo the sale of two domestic offshore rigs anel Gr8. land rig in fiscal 2007.

In the first nine months of fiscal 2008, the Compascorded income of approximately $10.2 millioarfrinvoluntary conversion of long-lived
assets as a result of insurance proceeds on Ritha7®as lost in a well blowout fire in the foudbarter of fiscal 2007 and insurance proce
on Rig 201 that sustained damage as a result dthoe Katrina in 2005. For the nine months entlete 30, 2007, income from involuntary
conversion of long-lived assets was $11.1 millahattributable to Rig 201.

LIQUIDITY AND CAPITAL RESOURCES

Liquidity

Cash and cash equivalents increased to $99.0 malidune 30, 2008 from $89.2 million at Septen3®12007. The following table provides a
summary of cash flows for the nine-month perioddeeghJune 30 (in thousands):

Net Cash provided (used) by:

2008 2007
Operating activities $ 44358¢ $ 385,39¢
Investing activities (475,53) (511,619
Financing activities 41,74, 162,92!
Increase in cash and cash equivalents $ 9,80: $ 36,70¢

Operating activities

Cash flows from operating activities increased $58illion for the nine months ended June 30, 208@pared to the same period ended

June 30, 2007. The increase is primarily due ¢éant effect of an increase in depreciation, aedeser in gain on sale of investment securities
and sale of assets and a reduction in accountdblgayepreciation increased $45.8 million for tlieenmonths ended June 30, 2008 compared
to the nine months ended June 30, 2007 as a mfxadtditional rigs being placed into service durihg past two fiscal years. In the nine
months ended June 30, 2008, the Company had gaimsiivestment securities and sales of assets@B%8illion compared to gains of $90.7
million in the first nine months of fiscal 2007.céounts payable decreased $52.7 million at Jun2CBIB as a result of reduced capital
spending associated with the construction of FlggRi

Investing activities

Capital expenditures decreased $172.1 million adbthilding of new FlexRigs was at a reduced padherfirst nine months of fiscal 2008
compared to the first nine months of fiscal 200bceeds from sales of investments, sales of agedtgvoluntary conversion of long-lived
assets decreased $124.0 million. This decregw@isirily due to the sale of available-for-salewgées and auction rate securities in fiscal
2007 that were used to help fund capital expeneituDuring the third quarter of fiscal 2008, then@any used $12.0 million for the
acquisition of TerraVici.

Financing activities

The Company’s net proceeds from long-term debtrantels payable totaled $12.3 million in the firstemmonths of fiscal 2008 compared to
$201.3 million in the first nine months of fiscd@. In fiscal 2007, the Company purchased treashares for $17.6 million. Comparing the
nine months ended June 30, 2008 to the same patribthe 30, 2007, the Company had an increasede@ds from the exercise of stock
options and the excess tax benefit from stock-basethensation of $23.6 million and $11.0 millioespectively and increased bank overdraft
positions $15.8 million.

33




MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL GCONDITION
AND RESULTS OF OPERATIONS
June 30, 2008

Other Liquidity

The Company’s operating cash requirements and agdrcapital expenditures, including rig constagtifor fiscal 2008 will be funded

through current cash, cash provided from operaitiyities, funds available under the credit fdigf and, if needed, sales of available-for-sale
securities. The Company’s indebtedness totale® $4ilion at June 30, 2008, as described in Nate the Consolidated Condensed Financial
Statements.

Backlog

The Company'’s contract drilling backlog, being éxpected future revenue from executed contracts evigyinal terms in excess of one year,
as of August 1, 2008 and October 31, 2007 was $2b8Bon and $1.969 billion, respectively. Theirase in the Company’s backlog from
September 30, 2007 to June 30, 2008 is primarit/tdithe execution of additional long-term contsdor the operation of new FlexRigs.
Approximately 91.7 percent of the August 1, 2008Kbag is not reasonably expected to be filled gtdil 2008. Term contracts customarily
provide for termination at the election of the aumser with an “early termination payment” to be paidhe Company if a contract is terminated
prior to the expiration of the fixed term. Howeyvender certain limited circumstances, such agae#n of a drilling rig, bankruptcy,
sustained unacceptable performance by the Compauglivery of a rig beyond certain grace and/quililated damage periods, no early
termination payment would be paid to the Compamyaddition, a portion of the backlog representmteontracts for new rigs that will be
constructed in the future. The Company obtaingagekey rig components from a single or limitedrier of vendors or fabricators. Certain
of these vendors or fabricators are thinly captaliindependent companies located on the TexasGealst. Therefore, disruptions in rig
component deliveries may occur. Accordingly, tbeual amount of revenue earned may vary from thuklbg reported. See “Fixed Term
Contract Risk”, “Limited Number of Vendors”, “ThipnlCapitalized Vendors” and “Operating and Weathisk& under ltem “1A. Risk
Factors” of the Company’s Annual Report on FornKlfiled with the Securities and Exchange CommissiarNovember 26, 2007.

The following table sets forth the total backlogrbportable segment as of August 1, 2008 and Oc®he2007, and the percentage of the
August 1, 2008 backlog not reasonably expecteetfiled in fiscal 2008:

Reportable Total Backlog Percentage Not Reasonably
Segment 08/01/200¢ 10/31/2007 Expected to be Filled in Fiscal 200
(in billions)
U.S. Land $ 235¢ $ 1.69¢ 90.5%
Offshore 21z .23¢ 93.6%
International Lanc 327 .03¢ 98.9%
$ 2.89¢ $ 1.96¢

Capital Resources

During the nine months ended June 30, 2008, thepaogncommitted to build 32 new FlexRigs. Sevethefnew rigs will work in Latin
American locations and the remaining 25 will beldged in locations in the United States. Mosttafde contracts have minimum term
durations of three years, and the remainder hamémim term durations ranging from four to sevenrge&ubsequent to June 30, 2008, the
Company announced contracts had been signed fadditional 18 rigs to be built. These 50, alongwite 77 rigs announced in fiscal years
2005, 2006 and 2007 brings the Company’s commitreeattotal of 127 new FlexRigs. The drilling Sees are performed on a daywork
contract basis. Through June 30, 2008, 92 rige wempleted for delivery, and 90 of the 92 had béigld operations by June 30, 2008. The
remaining rigs are expected to be completed bytitkof fiscal 2009.

Capital expenditures were $509.0 million and $68iillion for the first nine months of fiscal 20082007, respectively. Capital
expenditures decreased from 2007 primarily dubéodompany’s current construction program of neexRigs being at a reduced pace than
the previous year as rigs committed to build wenmgleted.
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The Company anticipates capital expenditures tagpeoximately $800 million for fiscal 2008, includj construction of new FlexRigs.
There were no other significant changes in the Gomis financial position since September 30, 2007.
MATERIAL COMMITMENTS

Material commitments as reported in the Compan@&72Annual Report on Form 10-K have not changedifsogntly with the exception of
obligations that have been recorded for uncertairppsitions upon adoption of FASB Interpretatiom M8,Accounting for Uncertainty in
Income Taxe(“FIN 48") as of October 1, 2007. After the adaptiof FIN 48 at October 1, 2007, the Company haé #6llion of obligations

for uncertain tax positions and related interest penalties. At June 30, 2008, the Company hal iBillion recorded for uncertain tax
positions and related interest and penalties. Hewekie timing of such payments to the respectixeny authorities cannot be estimated at this
time.

CRITICAL ACCOUNTING POLICIES

The Company’s accounting policies that are “crifica the most important, to understand the Compafigancial condition and results of
operations and that require management of the Coyngamake the most difficult judgments are destim the Company’s 2007 Annual
Report on Form 10-K. Changes in these criticabanting policies include:

On October 1, 2007 the Company adopted FIN 48. atloption of FIN 48 resulted in an increase inGloenpany’s liability for unrecognized
tax benefits of $3.3 million and accrued penaltiad interest of $2.0 million. The total $5.0 natli net of deferred taxes of $0.3 million, was
accounted for as a decrease to the September @Dr@ined earnings balance. See Note 11 todh@&@ny’s consolidated condensed
financial statements for additional information arthted disclosures.

The Company accounts for acquired businesses tlgngurchase method of accounting which requirasttie assets acquired and liabilities
assumed be recorded at the date of acquisitidreatrespective fair values. Any excess of theepase price over the estimated fair values of
the net assets acquired is recorded as goodwitioukts allocated to acquired in-process researdldanelopment are expensed at the date of
acquisition. The judgments made in determiningetstemated fair value assigned to each class etassquired and liabilities assumed, as
well as asset lives, can materially impact resafitsperations. Accordingly, for significant itenassistance from third party valuation
specialists is typically obtained. The valuatians based on information available near the adguisilate and are based on expectations and
assumptions that have been deemed reasonable lagemaant.

Goodwill represents the excess of cost over therfarket value of net assets acquired in businesdbmations. Indefinitdived intangibles ai
comprised of trademarks. At June 30, 2008, goddwil other indefinite-lived intangibles totaled &illion, which arose from the
acquisition of TerraVici. The Company reviews gadtand other intangibles at least annually foperment or more frequently if indicators
of impairment warrant additional analysis. Any esg in carrying value over the estimated fair vé@dugharged to the results of operations.
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RECENTLY ISSUED ACCOUNTING STANDARDS

In June 2008, the Financial Accounting Standardsr@¢‘FASB”) issued Staff Position (FSP) EITF 03@etermining Whether Instruments
Granted in Share-Based Payment Transactions Aréidhaating Securities to clarify that all outstanding unvested shareeobpayment

awards that contain nonforfeitable rights to divide or dividend equivalents, whether paid or unpaid participating securities. An entity
must include participating securities in its cadtidn of basic and diluted earnings per share puntsto the two-class method pursuant to SFAS
No. 128,Earnings per Share FSP EITF 03-6-1 is effective for fiscal yeargimming after December 15, 2008. The Company iseatly
evaluating FSP EITF 03-6-1 to determine the impéetyy, on the Consolidated Financial Statements.

In December 2007, the FASB issued SFAS No. 141gR3iness Combinatiorad SFAS No. 16(\Noncontrolling Interests in Consolidated
Financial Statemen-an amendment of ARB No. Bloth of these standards are effective for finansatements issued for fiscal years
beginning after December 15, 2008. SFAS No. 14W(iR}e applied prospectively to business combore occurring after the effective da
Earlier application is prohibited. The Compangusrently evaluating the potential impact of adogtSFAS No. 160 but does not expect its
adoption to have a significant impact.

In February 2007, the FASB issued SFAS No. I3% Fair Value Option for Financial Assets and Fioal Liabilities-Including an
amendment of FASB Statement No. 135AS No. 159 permits entities to choose to measwany financial instruments and certain other &
at fair value. SFAS No. 159 is effective as of leginning of an entitg first fiscal year that begins after November2@)7. The Company
currently evaluating whether the elective provisiaf SFAS No. 159 will be adopted.

In September 2006, the FASB issued SFAS No. E&if,Value MeasurementsSFAS No. 157 defines fair value, establishasméwork for
measuring fair value and expands disclosures dhoutalue measurements. This statement is effedtr financial statements issued for fis
years beginning after November 15, 2007, and imt@eriods within those fiscal years. In Februa€d9& the FASB issued FASB Sti

Position No. FAS 157-Zffective Date of FASB Statement No. ({thé FSP). The FSP amends SFAS No. Faif, Value Measurementgo
delay the effective date of SFAS 157 for nonfinahessets and nonfinancial liabilities, exceptifems that are recognized or disclosed at fair
value in the financial statements on a recurrirgjdéhat is, at least annually). For items witiénscope, the FSP defers the effective date of
SFAS No. 157 to fiscal years beginning after Novenib, 2008, and interim periods within those figemars. The Company is currently
evaluating SFAS No. 157 and FAS 157-2 to deterrtiieeémpact, if any, on the Consolidated Financtat&nents.
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PART I. FINANCIAL INFORMATION
June 30, 2008

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURESABOUT MARKET RISK
For a description of the Company’s market risks, se

* ‘“ltem 7A. Quantitative and Qualitative Disclosursisout Market Risk” in the Company’s 2007 Annual Repon Form 10-K filed
with the Securities and Exchange Commission on kier 28, 2007;

* Note 9 to the Consolidated Condensed FinanciaéSants contained in Item 1 of Part | hereof witlarel to interest rate risk is
incorporated herein by reference; and

* Note 15 to the Consolidated Condensed Financig¢®ents contained in Item 1 of Part | hereof wiard to credit risk and
foreign currency exchange rate risk is incorpordtectin by reference.

ITEM 4. CONTROLS AND PROCEDURES

As of the end of the period covered by this repamtevaluation was performed with the participatbthe Company’s management, including
the Chief Executive Officer and Chief Financial ioéf, of the effectiveness of the design and opmraif the Company’s disclosure controls
and procedures. Based on that evaluation, the @oygmanagement, including the Chief Executived@ffand Chief Financial Officer,
concluded that the Company'’s disclosure controts@ncedures were effective as of June 30, 200 airing that information required to be
disclosed by the Company in the reports it filesulsmits under the Securities Exchange Act of 1i93dcorded, processed, summarized and
reported within the time periods specified in theC3s rules and forms. There have been no chamgiéeiCompany’s internal controls over
financial reporting that occurred during the mestent fiscal quarter that have materially affectedare reasonably likely to materially affect,
the Company'’s internal controls over financial netjpag.
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PART Il. OTHER INFORMATION
ITEM 1A. RISK FACTORS

Reference is made to the risk factors entitled émdification and Insurance Coverage,” “CurrencykRi&increased Receivables in
Venezuela” and “Interest Rate Risk” in Item 1A @frP1 of the Company’s Form 10-K for the year en8egtember 30, 2007. In order to
update these risk factors for developments thag lmacurred during the third quarter of fiscal 200, risk factors are hereby amended and
updated by reference to, and incorporation hergiNates 9 and 15 to the Consolidated CondenseahEial Statements contained in Item 1 of
Part | hereof.

Except as discussed above, there have been noahaternges to the risk factors disclosed in Itekoi Part 1 in our Form 10-K for the year
ended September 30, 2007.

ITEM 6. EXHIBITS
The following documents are included as exhibitdie Form 10-Q. Those exhibits below incorpordigdeference herein are indicated as

such by the information supplied in the parentlaticereafter. If no parenthetical appears aftegxhibit, such exhibit is filed or furnished
herewith.

Exhibit

Number Description

10.1 First Amendment to Lease between ASP, Inc. and Eietin & Payne, Inc. (incorporated herein by refeeeto Exhibit 10.1 of
Form &K filed by the Company on May 29, 200:

31.1 Certification of Chief Executive Officer, as Adogdt®ursuant 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 Chiginancial Officer Pursuant to 18 U.S.C. Section(,3%s Adopted Pursuant to

Section 906 of the Sarbal-Oxley Act of 2002
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SIGNATURES
Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causied¢iport to be signed on its
behalf by the undersigned thereunto duly authorized

HELMERICH & PAYNE, INC.
(Registrant

Date: August 5, 200t By: /S/ HANS C HELMERICH
Hans C. Helmerich, Preside

Date: August 5, 200t By: /S/ DOUGLAS E. FEARS
Douglas E. Fears, Chief Financial Offic
(Principal Financial Officer

EXHIBIT INDEX

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

Exhibit

Number Description

10.1 First Amendment to Lease between ASP, Inc. and Eetin & Payne, Inc. (incorporated herein by refeseto Exhibit 10.1 ¢
Form &K filed by the Company on May 29, 200:

31.1 Certification of Chief Executive Officer, as Adogdt®ursuant 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 Chiginancial Officer Pursuant to 18 U.S.C. Section@,3s Adopted Pursuant

to Section 906 of the Sarba-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 Helmle& Payne, Inc. (the “Registrant”);

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgtéte 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 statement$ aéimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the Registrantfaara for, the periods presented in this report;

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

a) designed such disclosure controls and proceduresused such disclosure controls and procedures tesigned
under our supervision, to ensure that materialrinédion relating to the Registrant, including itmsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period ihigh this report is
being prepared,;

b) designed such internal control over financial réipgr or caused such internal control over finahedporting to be
designed under our supervision, to provide readersgsurance regarding the reliability of financégorting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) evaluated the effectiveness of the Registrant'slalisire controls and procedures and presentedsingport our
conclusions about the effectiveness of the discéosantrols 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 ofammual 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 | lkeadisclosed, based on our most recent evaluationterhal control over
financial reporting, to the Registrant’s auditonslahe audit committee of the Registrant’s boardigctors (or persons performing the
equivalent functions):

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

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

Registrant’s internal control over financial rejogt

Date: August 5, 200 /S/ HANS 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 Helmle& Payne, Inc. (the “Registrant”);

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or omgtéte 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 statement$ aéimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the Registrantfaara for, the periods presented in this report;

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

a) designed such disclosure controls and proceduresused such disclosure controls and procedures tesigned
under our supervision, to ensure that materialrinédion relating to the Registrant, including itmsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period ihigh this report is
being prepared,;

b) designed such internal control over financial réipgr or caused such internal control over finahedporting to be
designed under our supervision, to provide readersgsurance regarding the reliability of financégorting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) evaluated the effectiveness of the Registrant'slalisire controls and procedures and presentedsingport our
conclusions about the effectiveness of the discéosantrols 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 ofammual 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 | lkeadisclosed, based on our most recent evaluationterhal control over
financial reporting, to the Registrant’s auditonslahe audit committee of the Registrant’s boardigctors (or persons performing the
equivalent functions):

a) all significant deficiencies and material weaknessethe design or operation of internal contraéiofinancial reporting
which are reasonably likely to adversely affectRegistrant’s ability to record, process, summagizeé report financial
information; and

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

Date: August 5, 200 /S/ DOUGLAS 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 teriod ended June 30,
2008, as filed with the Securities and Exchange @sion on the date hereof (the “Report”), Hansnkéich, 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:

(1) The Report fully complies with the requirementsSettion 13(a) of the Securities Exchange Act of4]1 @®d

(2) The information contained in the Report fairly gets, in all material respects, the financial ctadiand result of operatio
of the Company.

/S/ HANS HELMERICH /S/ DOUGLAS E. FEARS
Hans Helmerict Douglas E. Feat
Chief Executive Office Chief Financial Office

August 5, 200¢ August 5, 200¢




