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UNITED STATES
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Washington, D.C. 20549
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QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
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OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934

For the transition period from to
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(State or other jurisdiction « (I.LR.S. Employer I.D. Numbe
incorporation or organizatiol

1437 South Boulder Avenue, Tulsa, Oklahoma,74119
(Address of principal executive office)(Zip Code)

(918) 742-5531
(Registrant’s telephone number, including area yode

N/A
(Former name, former address and former fiscal, yea
if changed since last report)
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subject to such filing requirements for the past@@s. Yes X1 No O

Indicate by check mark whether the registrant lsnstted electronically and posted on its corpo¥&b site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T (8 232.405 of tthapter) during the preceding 12
months (or for such shorter period that the regigtwas required to submit and post such fileges X1  No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, accelerated filer, or a small reporting

company. See the definitions of “large acceleréited” “accelerated filer” and “small reportingompany” in Rule 12b-2 of the Exchange
Act.

Large accelerated filerX] Accelerated filer O

Non-accelerated filerd Smaller reporting companyd
(Do not check if a smaller reporting compa
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Common Stock, $0.10 par val 105,731,17(







Table of Contents
HELMERICH & PAYNE, INC. AND SUBSIDIARIES

TABLE OF CONTENTS

PART 1. FINANCIAL INFORMATION
Item 1. Financial Statemen
Consolidated Condensed Balance Sheets as of Mar@030 and September 30, 2(
Consolidated Condensed Statements of Income foflihee and Six Months Ended March 31, 20102009
Consolidated Condensed Statements of Cash Flowkdd@ix Months Ended March 31, 2010 and 2
Consolidated Condensed Statement of Shareh’ Equity for the Six Months Ended March 31, 2(

Notesto Consolidated Condensed Financial Statenr

Item 2. Managemer's Discussion and Analysis of Financial Conditiod &esults of Operatior
Item 3. Quantitative and Qualitative Disclosures about MaRisk
Item 4. Controls and Procedur

PART II. OTHER INFORMATION

Item 1A. Risk Factors
ltem 6. Exhibits

Signature:

Page No.

7-22

23-33

34

34

35

36

37




Table of Contents

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

(Unaudited)
(in thousands, except share and per share amounts)

ITEM 1. FINANCIAL STATEMENTS

March 31, September 30
2010 2009
ASSETS
Current asset:
Cash and cash equivalel $ 125,71. $ 141,48t
Shor-term investment — 12,50(
Accounts receivable, less reserve of $631 at Maict?2010 and $659 at September 30, Z 288,64 246,79(
Inventories 45,90¢ 44,72
Deferred income taxe 18,65: 12,86:
Assets held for sal — 1,02:
Prepaid expenses and ot 71,45t 63,54¢
Total current asse 550,37( 522,93.
Investment: 355,65 356,40
Property, plant and equipment, | 3,285,13! 3,265,90
Other asset 14,47¢ 15,78:
Total asset $ 4,205,63' $ 4,161,02.
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 55,99 $ 70,21¢
Accrued liabilities 126,93¢ 126,68¢
Shor-term debr — 105,00(
Total current liabilities 182,93: 301,90¢
Noncurrent liabilities
Long-term debi 440,00( 420,00(
Deferred income taxe 710,67: 681,54:
Other 77,24( 74,56%
Total noncurrent liabilitie: 1,227,91, 1,176,10
Shareholder equity:
Common stock, $.10 par value, 160,000,000 shartkerdred,107,057,904 shares issued as of
March 31, 2010 and September 30, 2009 and 105,78 &2d 105,486,218 shares outstanding as
of March 31, 2010 and September 30, 2009, respeyg! 10,70¢ 10,70¢
Preferred stock, no par value, 1,000,000 sharémered, no shares issu — —
Additional paic-in capital 185,34¢ 176,03¢
Retained earning 2,514,32 2,414,94.
Accumulated other comprehensive incc 112,25! 112,45:
Treasury stock, at co (27,835 (31,129
Total shareholde’ equity 2,794,79 2,683,00!
Total liabilities and sharehold¢ equity $ 420563 $  4,161,02

The accompanying notes are an integral part oktetements.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF INCOME

(Unaudited)

(in thousands, except per share data)

Operating revenue:
Drilling — U.S. Land
Drilling — Offshore
Drilling — International Lanc
Other

Operating costs and oth
Operating costs, excluding depreciat
Depreciatior
General and administrati\
Research and developm
Gain from involuntary conversion of lo-lived asset:
Income from asset sal

Operating incom:

Other income (expense
Interest and dividend incon
Interest expens
Other

Income before income taxes and equity in incomaffiifate

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

NET INCOME
Earnings per common sha
Basic
Diluted
Weighted average shares outstand
Basic
Diluted

Dividends declared per common sh

Three Months Ended

Six Months Ended

March 31, March 31,

2010 2009 2010 2009
$ 324,43¢ $ 414,51 609,50¢ $ 889,71
47,76¢ 51,33! 100,05! 101,81
64,68: 51,82¢ 124,07¢ 147,00
2,84( 2,62¢ 5,92¢ 5,51(
439,72! 520,30( 839,56¢ 1,144,05.
271,50¢ 263,29 484,20: 594,22
65,79¢ 57,11: 128,59¢ 111,88!
20,84« 16,43¢ 41,68¢ 31,58
3,34z 2,17¢ 5,157 3,85:
— — — (277)
(1,309 (2,055) (2,007) (2,969)
360,18 336,96: 657,63t 738,29t
79,54« 183,33 181,93( 405,75¢
32¢ 2,15( 76¢& 3,93¢
(4,207 (2,559 (8,907 (6,259
(432) (28) (417) 10C
(4,310) (432) (8,550) (2,21%)
75,23¢ 182,90t 173,38( 403,54(
28,48 83,39( 63,39¢ 164,63t
— 4,222 — 10,11
$ 46,747 $ 103,73¢ 109,98: $ 249,01:
$ 044 $ 0.9¢ 1.04 $ 2.3€
$ 04: % 0.9¢ 1.0z $ 2.3¢
105,71 105,31° 105,64: 105,28:
107,48 106,19° 107,34¢ 106,27
$ 0.05( $ 0.05( 0.10C $ 0.10(

The accompanying notes are an integral part oktetements.
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OPERATING ACTIVITIES:
Net income

HELMERICH & PAYNE, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS

(Unaudited)
(in thousands)

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

Depreciatior
Provision for bad det

Equity in income of affiliate before income tay
Stoclk-based compensatic
Other
Gain from involuntary conversion of lo-lived asset:
Income from asset sal
Deferred income tax expen
Change in assets and liabilit-
Accounts receivabl
Inventories
Prepaid expenses and otl
Accounts payabl
Accrued liabilities
Deferred income taxe
Other noncurrent liabilitie
Net cash provided by operating activit

INVESTING ACTIVITIES:

Capital expenditure
Insurance proceeds from involuntary conver:
Proceeds from sale of sh-term investment
Proceeds from asset sa
Purchase of shc-term investment
Other

Net cash used in investing activiti

FINANCING ACTIVITIES:

Decrease in notes payal

Proceeds from line of crec

Payments on line of crec

Decrease in bank overdri

Dividends paic

Proceeds from exercise of stock optir

Excess tax benefit from stc-based compensatic
Net cash provided by (used in) financing activi

Net increase (decrease) in cash and cash equis

Cash and cash equivalents, beginning of pe
Cash and cash equivalents, end of pe

The accompanying notes are an integral part okteegements.

Six Months Ended

March 31,
2010 2009

$ 109,98 $ 249,01:
128,59¢ 111,88!
3 15
— (16,309
9,92¢ 4,23¢
92 —
— (277)
(2,007 (2,969
23,67: 115,23°
(41,860 1,81¢
(1,18)) (8,577)
(6,636) 5,71¢€
(5,987) 15,00¢
(11,58 9,552
(19€) 6,942
3,11( (80€)
205,93 490,48
(142,73) (525,88,
— 277
12,51¢ —
3,95(C 4,33:
(16) (12,500
— (16)
(126,28) (533,790
— (1,739
710,00( 2,030,00!
(795,000 (1,970,001
(2,039 =
(10,587 (10,54¢)
30¢ 42¢
1,897 19
(95,419 48,167
(15,779 4,86¢
141,48t 121,518
$ 125,71: $ 126,37¢
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENT OF SHAREHOLDERSQITY

SIX MONTHS ENDED MARCH 31, 2010
(Unaudited)
(in thousands, except per share amounts)

Accumulated

Additional Other Total
Common Stock Paid-In Retained Comprehensive _Treasury Stock Shareholder¢
Shares Amount Capital Earnings Income Shares  Amount Equity
Balance, September 30, 20 107,05{$10,70¢$176,03¢ $2,414,94: $ 112,45 1,572 $(31,129$ 2,683,00!

Comprehensive Incom

Net income 109,98:. 109,98
Other comprehensive incorr
Unrealized losses on availa-for-sale securitie (86€) (86€)
Amortization of net periodic benefit costs-net of
actuarial gair 67C 67C
Total comprehensive incon 109,78t
Cash dividends ($0.10 per sha (10,604 (10,604
Exercise of stock optior (1,540 (16C) 1,84¢ 30¢
Tax benefit of stock-based awards, including extass
benefits of $1.9 millior 2,37( 2,37(
Treasury stock issued for vested restricted s (1,44%) (70) 1,44t —
Stocl-based compensatic 9,92¢ 9,92¢
Balance, March 31, 201 107,05($10,70€$185,34¢ $2,514,321$  112,25! 1,342 $(27,839H% 2,794,79!

The accompanying notes are an integral part oktetements.
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1.

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

Basis of Presentation
Unless the context otherwise requires, the uskeofdrms “the Company,” “we,” “us” and “our” in tbe Notes to Consolidated
Condensed Financial Statements refers to Helmé&riEhayne, Inc. and its consolidated subsidiaries.

The accompanying unaudited Consolidated Condenseti¢tal Statements have been prepared in accadaitic accounting principles
generally accepted in the United States and appéaales and regulations of the Securities ancherge Commission (the
“Commission”) pertaining to interim financial inforation. Accordingly, these interim financial stagnts do not include all information
or footnote disclosures required by accountingqipies generally accepted in the United Statesdonplete financial statements and,
therefore should be read in conjunction with thes2didated Financial Statements and notes themedari 2009 Annual Report on

Form 10-K and other current filings with the Comsmis. In the opinion of management, all adjustrsecwnsisting of those of a normal
recurring nature, necessary to present fairly éiselts of the periods presented have been inclddedresults of operations for the
interim periods presented may not necessarily tieative of the results to be expected for the yakir.

The adoption of the guidance contained in Accogn8tandards Codification (“ASC”) 260-10-45arnings per Sharediscussed below
in Note 2 changed the calculation of basic earnpegsshare requiring restricted stock grants thaelpreviously been included in our
diluted weighted-average shares to be includedsgichwveighted-average shares. Earnings per shiatieef three and six months ended
March 31, 2009 has been recalculated to conforthgaurrent year presentation.

As more fully described in our 2009 Annual RepartFmrm 10-K, our contract drilling revenues are poised of daywork drilling
contracts for which the related revenues and exgseare recognized as services are performed. datracts that are terminated by
customers prior to the expirations of their fixedh, contractual provisions customarily requirdyearmination amounts to be paid to
us. Revenues from early terminated contractseanegnized when all contractual requirements haea beet.

Earnings per Share

Effective October 1, 2009, we adopted the guidawcgained in ASC 260-10-4&arnings per Share ASC 260-10-45 addresses
whether instruments granted in share-based paytreeTsactions are participating securities priordésting and therefore need to be
included in the earnings allocation in calculatéagnings per share under the two-class methodideddn ASC 260-10-45. ASC 260-
10-45 requires companies to treat unvested shaedijzayment awards that have non-forfeitable rightividend or dividend
equivalents as a separate class of securitieddonlating earnings per share. We have granted apeog to continue to grant restricted
stock grants to employees and non-employee direthat contain non-forfeitable rights to divideaich grants are considered
participating securities under ASC 260-10-45. Ashsuve are required to include these grants irc#theulation of our basic earnings per
share and will need to calculate basic earningsipare using the twolass method. Restricted stock grants have préyidneen includet
in our dilutive earnings per share calculation gdime treasury stock method. The two-class metli@edmputing earnings per share is an
earnings allocation formula that determines easjpgy share for each class of common stock anitipating security according to
dividends declared (or accumulated) and partiaypatights in undistributed earnings. Since theptido of ASC 260-10-45 is to be
applied
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

retrospectively, the earnings per share for thergrériod have been recalculated to conform tacthieent year presentation. As a result,
the number of shares used to compute earning$per shanged. For the three and six months endedivB1, 2009, basic earnings per
share was reduced $0.01 from previously disclogeolats. For the three and six months ended Mat¢cR@09, diluted earnings per
share was not impacted by the adoption.

Basic net income per share is computed utilizirgtito-class method and is calculated based on tezlggverage number of common
shares outstanding during the periods presented.

Diluted net income per share is computed usingubighted-average number of common and common elgnivehares outstanding
during the periods utilizing the two-class methoddtock options and nonvested restricted stock.

The following table sets forth the computation asiz and diluted earnings per share (in thousandgpt per share amounts):

Three Months Ended Six Months Ended
March 31, March 31,
2010 2009 2010 2009
Numerator:
Net income $ 46,747 $ 103,73t $ 109,98: $ 249,01
Earnings allocated to unvested sharehol (127) (174) (267) (454)
Numerator for basic earnings per sh 46,62( 103,56« 109,71! 248,55¢
Effect of reallocating undistributed earnings of
unvested shareholde 2 1 4 4
Numerator for diluted earnings per sh $ 46,62: $ 103,56! $ 109,71¢ $ 248,56!
Denominator
Denominator for basic earnings per share -
weighte-average share 105,71: 105,31 105,64. 105,28:
Effect of dilutive shares from stock options and
restricted stocl 1,778 88C 1,707 99¢€
Denominator for diluted earnings per share -
adjusted weighte-average share 107,48: 106,19 107,34¢ 106,27!
Earnings per common shar
Basic $ 044 $ 0.9t $ 1.04 $ 2.3€
Diluted $ 04: $ 0.9¢ $ 1.0z $ 2.3/
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

The following shares attributable to outstandingiggawards were excluded from the calculationibftdd earnings per shares because
their inclusion would have been anti-dilutive (rotisands, except per share amounts):

Three Months Ended Six Months Ended
March 31, March 31,
2010 2009 2010 2009
Shares excluded from calculation of diluted earsipgr shar 55€ 2,70t 57C 1,86¢
Weightec-average price per she $ 38.0: $ 27.8¢ % 38.0: % 30.9¢

3. Operations and Risks in Venezuela
We continue to record revenue in Venezuela asisasbllected from Petroleos de Venezuela, S.A. (BBYas more fully described in
Note 14 of the Consolidated Financial StatementaiimAnnual Report on Form 10-K for fiscal year edd&eptember 30, 2009. As
adjusted for the January 2010 currency devaluatiscussed below, the amount of revenue that halse®t recognized since the end of
the first quarter of fiscal 2009 and will be reczgu upon collection is approximately $39.5 millioRevenue to be recognized will be
offset by approximately 14 percent of associatgeeases. During the second quarter of fiscal 2@&0eceived approximately $6.3
million (U.S. dollars and U.S. currency equivalendpproximately 55 percent of this amount corresfer to accounts receivable at the
end of the first quarter of fiscal 2009 and the a@rder to invoices issued for work performed atfter first quarter of fiscal 2009. At
March 31, 2010, the Consolidated Condensed Bal8heet includes accounts receivable from PDVSA of $dllion adjusted for the
January 2010 currency devaluation discussed beWe.do not have enough information to conclude tiiatremaining receivable
balance is not probable of collection. Howeveeyéhcontinues to be uncertainty regarding the gneifithe collection due to the current
political, economic and social instability in Vemeta, the dependence by Venezuela on oil to largghport its economy and the failure
of PDVSA to pay many service companies working ang¥zuela. We proactively continue efforts to aillenpaid invoice amounts.
Subsequent to the quarter ended March 31, 201eatg from PDVSA reduced the accounts receivallEnba by approximately $3.1
million (U.S. currency equivalent) and resultecapproximately $1.2 million revenue which will becognized during the third quarter of
fiscal 2010.

At March 31, 2010, all eleven rigs that formerlynked for PDVSA in Venezuela were idle. We conéra pursue future drilling
opportunities for these eleven rigs but we do mpeet to commit to new contracts until additionedgress is made on pending receivi
collections and on conversion of local currencWt8. dollars. At March 31, 2010, the net book eadti long-lived assets in Venezuela
was $67.4 million.

In addition to the outstanding accounts receivableve, PDVSA has unilaterally paid U.S. dollar iives in bolivar fuerte (Bsf) which
increases our exposure to foreign currency devialuatWe have provided all supporting documentatmRDVSA and await approval
from them to exchange those payments to U.S. dollahe approval and subsequent payment wouldtiestdducing the foreign
currency exposure. We are unable to determine ywhgment will be received.

9
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

On January 8, 2010, the Venezuelan government aledéts currency and established a two-tier exchatgicture. The official
exchange rate has been devalued from 2.15 Bstto@s5. dollar to 4.30 for non-essential goods sewdices and to 2.60 for essential
goods. Our drilling services fall into the non-@sal classification. As a result of the devailoiatwe recorded an exchange loss of
approximately $19.7 million in operating costs darthe second quarter of fiscal 2010.

We have, since July 22, 2008, had an outstandiplicagion with the Venezuelan government requestipgroval to convert Bsf cash
balances to U.S. dollars. When and if we recepgaval from the Venezuelan government, our Venkezugubsidiary will remit
approximately $14.2 million, adjusted for the Jayu2010 currency devaluation, as a dividend t@JitS. based parent as cash balances
permit. While we have been successful in the jpasbtaining government approval for conversioiBef to U.S. dollars, there is no
guarantee that future conversion to U.S. dollatsbei permitted. In the event that conversion t8\dollars would be prohibited, then
Bsf cash balances could increase and we would ppesexl to increased risk of devaluation.

Readers should refer to Note 15 of these Conselid@bndensed Financial Statements for additiofiatrimation related to risk factors in
international operations.

4. Inventories
Inventories consist primarily of replacement partsl supplies held for use in our drilling operasion

5. Financial Instruments and Fair Value Measurement
The estimated fair value of our available-for-ssdeurities is primarily based on market quotese fiflowing is a summary of available-
for-sale securities, which excludes investmentsmited partnerships carried at cost and assetsihed Non-qualified Supplemental
Savings Plan:

Gross Gross Estimated
Unrealized Unrealized Fair
Cost Gains Losses Value

(in thousands)

Equity securities 03/31/1 $ 129,18! $ 209,25! $ — 3 338,43t
Equity securities 09/30/C $ 129,18. $ 210,64( $ — 3 339,82:

On an on-going basis, we evaluate the marketahlityespcurities to determine if a decline in faiarket is other-than-temporary. If a
decline in fair value is determined to be othemtf@mporary, an impairment charge is recorded amglnacost basis established. We
review several factors to determine whether aikssher-than-temporary. These factors includé ab& not limited to, (i) the length of
time a security is in an unrealized loss posit{@hthe extent to which fair value is less tharstdiii) the financial condition and near
term prospects of the issuer, and (iv) our intemwt ability to hold the security for a period of grsufficient to allow for any anticipated
recovery in fair value. The cost of securitiescusedetermining realized gains and losses is bardtie average cost basis of the sec
sold. We had no sales of marketable equity aviellfdr-sale securities during the first six mongtisgiscal 2010 and 2009.

10
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Investments in limited partnerships carried at egste approximately $12.4 million at March 31, 2@t@ September 30, 2009. The
estimated fair value of the limited partnerships\a0.7 million and $19.7 million at March 31, 20dtd September 30, 2009,
respectively. The estimated fair value exceededtist of investments at March 31, 2010 and SepeB(l 2009 and, as such, the
investments were not impaired.

Assets held in the Non-qualified Supplemental SgiRlan are carried at fair market value whichléot&4.8 million at March 31, 2010
and $4.2 million at September 30, 2009, respegtivel

The majority of cash equivalents are investedxaltée and non-taxable money-market mutual fundse darrying amount of cash and
cash equivalents approximates fair value due tshiogt maturity of those investments.

During the second quarter of fiscal 2010, a $12iIbam bank certificate of deposit with an origin@laturity greater than three months
matured. Interest earned is included in interedtdividend income on the Consolidated Condensat®ent of Income.

On October 1, 2009, we implemented the previousfemed provisions of ASC 828air Value Measurements and Disclosurésr
nonfinancial assets and liabilities recorded atvalue, as required. Additionally, we adopted éunating Standards Update No. 2009-
Measuring Liabilities at Fair Valu¢ASU 200905), which provided amendments to ASC 820 for tievialue measurements of liabilit
when a quoted price in an active market is notlakbs. On December 15, 2009, we adopted the disoborequirements in ASU 200@;
Fair Value Measurements and Disclosures (Topic 8&{jroving Disclosures about Fair Value Measurersemequiring that
information be provided about movements of asseteng Levels 1 and 2 of the three-tier fair valueraichy discussed below. The
adoption of these pronouncements had no impadiesetConsolidated Condensed Financial Statements.

ASC 820 defines fair value as the price that wdnddeceived to sell an asset or paid to transfiebdity in an orderly transaction
between market participants at the measurement dfdeeuse the fair value hierarchy establishedSC/820-10 to measure fair value to
prioritize the inputs:
 Level 1 - Observable inputs that reflect quotedgsiin active markets for identical assets or lités in active markets.
 Level 2 - Inputs other than Level 1 that are obabl®, either directly or indirectly, such as quagpedes for similar assets or

liabilities; quoted prices in markets that are active; or other inputs that are observable ortmanorroborated by observable
market data for substantially the full term of #esets or liabilities.

» Level 3 - Valuations based on inputs that are uandable and not corroborated by market data.

11
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

At March 31, 2010, our financial instruments utilig Level 1 inputs include cash equivalents, egségurities with active markets, and
money market funds we have elected to classifesisicted assets that are included in other cuass#ts and other assets. For these
items, quoted current market prices are readilyiavia.

At March 31, 2010, financial instruments utilizifgyel 2 inputs include bank certificates of depasituded in other current assets.

Currently, we do not have any financial instrumarntkzing Level 3 inputs.

The following table summarizes our assets measairéar value on a recurring basis presented inGansolidated Condensed Balance
Sheet as of March 31, 2010:

Quoted Prices

Total in Active Significant
Measure Markets for Other Significant
at Identical Observable Unobservable
Fair Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)
(in thousands)
Assets:
Cash and cash equivalel $ 125,71 $ 12571 $ — $ —
Equity securitie: 338,43 338,43t — —
Other current asse 11,49¢ 11,24t 25C —
Other asset 2,00( 2,00( — —
Total assets measurat fair value $ 477,641 $ 477,39" $ 25C $ —

The following information presents the supplemefdaalvalue information about long-term fixed-ratebt at March 31, 2010 and
September 30, 2009:

March 31, September 30
2010 2009
(in thousands)

Carrying value of lon-term fixec-rate deb $ 350.C $ 350.(
Fair value of lon-term fixec-rate deb $ 375.C $ 380.¢

The fair value for fixed-rate debt was estimateidagisliscounted cash flows and interest rates ctlyréring offered on credits with
similar maturities and credit profiles. The outsting line of credit and short-term debt bear iestiat market rates and the cost of
borrowings, if any, would approximate fair value.

12
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6.

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

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

Three Months Ended Six Months Ended
March 31, March 31,
2010 2009 2010 2009
Net Income $ 46,747 $ 103,73¢ $ 109,98: $ 249,01
Other comprehensive incorr

Unrealized depreciation on securit (12,339 (1,659 (1,385 (36,257)
Income taxe: 4,251 62€ 51¢ 13,77¢
(7,08¢€) (1,02¢) (86€) (22,47
Minimum pension liability adjustmen 53€ — 1,07z —
Income taxe: (200) — (402) —
33€ — 67C —
Total comprehensive incon $ 39,997 $ 102,71: $ 109,78t $ 226,53t

The components of accumulated other comprehensogarie, net of related income taxes, are as foll@wshousands):

March 31, September 30,
2010 2009
Unrealized appreciation on securit $ 129,73 $ 130,59
Unrecognized actuarial loss and prior service (17,476 (18,146
Accumulated other comprehensive incc $ 112,25¢ $ 112,45:

Derivative Financial Instruments

We are exposed to market risk in the normal coof$risiness operations due to ongoing investingfimaghcing activities. The risk of
loss can be assessed from the perspective of adeleanges in fair values, cash flows and futureiegs. ASC 815Derivatives and
Hedging, requires an entity to recognize all derivative®#her assets or liabilities in the statemerfinaincial position and measure
those instruments at fair value. We have not hisitly entered into derivative financial instrunteffior trading purposes or for
speculation. For further information regarding disclosures of an interest rate swap that expirdénuary 2010, refer to Note 10, Debt
of these Consolidated Condensed Financial Statement

Cash Dividends

The $0.05 cash dividend declared December 1, 2089 paid March 1, 2010. On March 3, 2010, a cagletid of $0.05 per share was
declared for shareholders of record on May 14, 20&@able June 1, 2010. The dividend payablecisided in accounts payable in the
Consolidated Condensed Balance Sheet.

Stock-Based Compensation

We have one plan providing for common-stock baseards to employees and to non-employee Directbhe plan permits the granting
of various types of awards including stock optiansl restricted stock. Restricted stock may betgdafor no consideration other than
prior and future services. The purchase priceshare for stock options may not be less than thieharice of the underlying stock on
the date of grant. Stock options expire ten yaétes the grant date.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Vesting requirements are determined by the Humao&®ees Committee of our Board of Directors. Remdbould refer to Note 5 of t
Consolidated Financial Statements in our Annuald®egn Form 10-K for the fiscal year ended Septen30e 2009 for additional
information related to stock-based compensation.

We use the Black-Scholes formula to estimate theevaf stock options granted. The fair value of dpéions is amortized to
compensation expense on a straight-line basistheeiequisite service periods of the stock awasthich are generally the vesting
periods. We have the right to satisfy option exasifrom treasury shares and from authorized issued shares.

On December 1, 2009, the plan was amended to mderdcontinued vesting (and accelerated vestiranufeath) of restricted stock and
stock options effective upon a participant becomatgement eligible. A participant meets the diion of retirement eligible if the
participant attains age 55 and has 15 or more y#amntinuous service as a full-time employee e plan amendments apply
retroactively. As a result of the continued vegtimovisions, we incurred additional compensatiost ©f approximately $4.9 million for
the six months ended March 31, 2010.

A summary of compensation cost for stdzksed payment arrangements recognized in genetadministrative expense is as follows

thousands):
Three Months Ended Six Months Ended
March 31, March 31,
2010 2009 2010 2009
Compensation expen
Stock options $ 1,912 $ 1,677 $ 7,58t $ 3,561
Restricted stoc 1,00¢ 361 2,331 724
$ 2917 $ 2,03t $ 9,92t $ 4,23¢

STOCK OPTIONS
The following summarizes the weighted-average apsioms utilized in determining the fair value oftimms granted during the six
months ended March 31, 2010 and 2009:

2010 2009
Risk-free interest rat 2.2% 1.7%
Expected stock volatilit 49.9% 43.2%
Dividend yield .5% .9%
Expected term (in year 5.8 5.8

Risk-Free InteresRate. The risk-free interest rate is based on U.S. ugasecurities for the expected term of the option

Expected Volatility Rate.Expected volatility is based on the daily closprigge of our stock based upon historical expergener a
period which approximates the expected term obtten.

Dividend Yield. The expected dividend yield is based on our cté&vzidend yield.

Expected Term. The expected term of the optioaatgd represents the period of time that they greaed to be outstanding. We
estimate the expected term of options granted basénistorical experience with grants and exercises
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

A summary of stock option activity under the Planthe three and six months ended March 31, 20féeisented in the following tables:

Three Months Ended March 31, 2010

Weighted-
Weighted- Average Aggregate
Average Remaining Intrinsic
Shares Exercise Contractual Value
Options (in thousands) Price Term (in millions)
Outstanding at January 1, 20 578t $ 22.5¢
Granted — —
Exercisec (43 21.7:
Forfeited/Expirec — —
Outstanding at March 31, 20: 574t $ 22.5¢ 57 $ 89.1
Vested and expected to vest at March 31, : 5671 $ 22.4¢ 5 §$ 88.7
Exercisable at March 31, 20 4,05¢ $ 19.4¢ 4t % 75.1
Six Months Ended
March 31, 2010
Weighted-
Average
Shares Exercise
Options (in thousands) Price
Outstanding at October 1, 20 5401 $ 20.5¢
Granted 57C 38.0z
Exercisec (22€) 13.42
Forfeited/Expirec — —
Outstanding at March 31, 20: 574t § 22.5¢

The weighted-average fair value of options grametie first quarter of fiscal 2010 was $17.64. djtions were granted in the second
quarter of fiscal 2010.

The total intrinsic value of options exercised dgrthe three and six months ended March 31, 20H34&& million and $6.5 million,
respectively.

As of March 31, 2010, the unrecognized compensaiish related to the stock options was $13.8 millidhat cost is expected to be
recognized over a weighted-average period of 3absye

RESTRICTED STOCK

Restricted stock grants consist of our common stmzkare time vested over three to five years. gamsation expense is recognized on
a straight-line basis over the vesting period. feevalue of restricted stock awards is determibased on the closing trading price of
our shares on the grant date.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

A summary of the status of the Company’s restristedk awards as of March 31, 2010 and changerglthé six months then ended is
presented below:

Six Months Ended
March 31, 2010

Weighted-
Average
Shares Grant-Date
Restricted Stock Awards (in thousands) Fair Value
Unvested at October 177 $ 30.0¢
Granted 182 38.0z
Vested (70 29.3¢
Forfeited — —
Unvested at March 3. 28¢ ¢ 35.2¢

As of March 31, 2010, there was $6.8 million oftainrecognized compensation cost related to eéstristock granted under the Plan.
That cost is expected to be recognized over a wedgaverage period of 2.2 years.

Debt
At March 31, 2010 and September 30, 2009, we hadalfowing unsecured long-term debt outstandingliousands):
March 31, September 30
2010 2009
Unsecured intermediate debt issued August 15, 2
Series C, due August 15, 2012, 6.4 $ 75,000 $ 75,00(
Series D, due August 15, 2014, 6.5 75,00( 75,00(
Unsecured senior notes issued July 21, 2
Due July 21, 2012, 6.10' 40,00( 40,00(
Due July 21, 2013, 6.10' 40,00( 40,00(
Due July 21, 2014, 6.10' 40,00( 40,00(
Due July 21, 2015, 6.10' 40,00( 40,00(
Due July 21, 2016, 6.10' 40,00( 40,00(
Unsecured senior credit facility due December 18,12 .589-.59% 90,00( 70,00(
$ 440,000 $ 420,00(
Less loni-term debt due within one ye — —
Long-term debt $ 440,000 $ 420,00(

The terms of the fixed rate debt obligations regtiirat we maintain a minimum ratio of debt to tat®bitalization.

We have $200 million senior unsecured fixed-rateesthat mature over a period from July 2012 tg 201L6. Interest on the notes will
be paid semi-annually based on an annual ratel6ffgercent. We will make five equal annual priatigpayments of $40 million
starting on the third anniversary of the closintedaFinancial covenants require us to maintaimrnaléd leverage ratio of less than 55
percent and an interest coverage ratio (as defiofat less than 2.50 to 1.00. The note purchgseement also contains additional
terms, conditions, and restrictions that we beli@eeusual and customary in unsecured debt arragmgerfor companies that are similar
in size and credit quality.

We have an agreement with a midéink syndicate for a $400 million senior unsecuredlit facility maturing December 2011. While
have the option to borrow at the prime rate forurities of less than 30 days, we anticipate that
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

the majority of all of the borrowings over the lif&the facility will accrue interest at a spreagothe London Interbank Bank Offered
Rate (LIBOR). We pay a commitment fee based onuthesed balance of the facility. The spread oVBAR as well as the commitme
fee is determined according to a scale based aticaaf our total debt to total capitalization. eThIBOR spread ranges from .30 percent
to .45 percent over LIBOR depending on the ratissMarch 31, 2010, the LIBOR spread on borrowings .35 percent and the
commitment fee was .075 percent per annum. At M&dg 2010, we had two letters of credit totali®d. ® million under the facility and
had $90 million borrowed against the facility wi#88.1 million available to borrow. The advancesehioterest at an average rate of |
percent at March 31, 2010. On January 19, 201Mawowed $75 million that was used to pay the $hilbon unsecured line discuss
below. Subsequent to March 31, 2010, we repaid#8®n and currently have $318.1 million availalib borrow.

Financial covenants in the facility require we ntain a funded leverage ratio (as defined) of lbas 50 percent and an interest coverage
ratio (as defined) of not less than 3.00 to 1.0Re facility contains additional terms, conditioagd restrictions that we believe are usual
and customary in unsecured debt arrangements fopaoies that are similar in size and credit qualay March 31, 2010, we were in
compliance with all debt covenants.

In January 2010, a $105 million unsecured lineretlit that matured was paid in full using operaitagh flow and borrowings under the
$400 million facility. At the same time, an intsteate swap with the same maturity and a notianaunt of $105 million expired.

Income Taxes
Our effective tax rate for the first six monthsfigtal 2010 and 2009 was 36.6 percent and 40.8pgrespectively. The Company’s
effective tax rate for the three months ended M&%h2010 and 2009 was 37.9 percent and 45.6 pgerespectively. The effective rate
differs from the U.S. federal statutory rate of(Bpercent primarily due to state and foreign taxes.

It is reasonably possible that the amount of threecmgnized tax benefit with respect to certain cogaized tax positions will increase or
decrease during the next 12 months; however, weotlexpect the change to have a material effecesuits of operations or financial
position.

Contingent Liabilities and Commitments
In conjunction with our current drilling rig conatition program, purchase commitments for equipnarts and supplies of
approximately $25.0 million are outstanding at Meagd, 2010.

A lawsuit has been filed against us by a formetamsr for whom we performed drilling services wfithe rigs under term drilling
contracts. The suit alleges, among other thirgg,we failed to perform drilling operations in amtance with good oilfield practice,
breached express performance warranties, and nestd@ncfraudulent representations regarding dgliierformance. As a consequence,
Plantiff has prayed for actual and punitive damages

We have and will continue to vigorously defend taissuit, but the outcome remains uncertain. Ifare unsuccessful in this litigation,
then the amount of damages awarded could haveexiaiadverse effect on our financial condition aesults of operations.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Various other legal actions, the majority of whaatise in the ordinary course of business, are pgndiWe maintain insurance against
certain business risks subject to certain dedwsibNone of these legal actions are expectedv® &ianaterial adverse effect on our
financial condition, cash flows or results of op&nas.

We are contingently liable to sureties in respédiamds issued by the sureties in connection wéttiain commitments entered into by us
in the normal course of business. We have ageeewiemnify the sureties for any payments madehbyntin respect of such bonds.

Segment Information
We operate principally in the contract drilling iredry. Our contract drilling business includes fiblllowing reportable operating
segments: U.S. Land, Offshore, and InternationaldaThe contract drilling operations consist maiofl contracting Company-owned
drilling equipment primarily to large oil and gagpéoration companies. Our primary internationaaa of operation include Colombia,
Ecuador, Argentina, Mexico, Venezuela, Tunisia atietr South American countries. The Internatidizadd operations have similar
services, have similar types of customers, opénadeconsistent manner and have similar econonda@gulatory characteristics.
Therefore, we have aggregated our Internationatllagperations into one reportable segment. Eadbrtage segment is a strategic
business unit which is managed separately. Otlohwdes non-reportable operating segments.

We evaluate segment performance based on incotoesfrom operations (segment operating incomejrbeahcome taxes which
includes:

* revenues from external and internal customers
» direct operating costs

e depreciation and

» allocated general and administrative costs

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

General and administrative costs are allocateddségments based primarily on specific identificaaind, to the extent that such
identification is not practical, on other methodsieh we believe to be a reasonable reflection efutilization of services provided.

Segment operating income is a non-GAAP financissoee of our performance, as it excludes generhbdministrative expenses,
corporate depreciation, income from asset saleotrat corporate income and expense. We conséggnent operating income to be an
important supplemental measure of operating perdioca by presenting trends in our core businessaksuse this measure to facilitate
period-to-period comparisons in operating perforogaof our reportable segments in the aggregatdifynating items that affect
comparability between periods.

We believe that segment operating income is usefinvestors because it provides a means to eeathatoperating performance of the
segments on an ongoing basis using criteria tieatised by our internal decision makers. Additilynat highlights operating trends and
aids analytical comparisons. However, segmentatipgrincome has limitations and should not be w@&sedn alternative to operating
income or loss, a performance measure determinadcdordance with GAAP, as it excludes certain ctigtsmay affect our operating
performance in future periods.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Summarized financial information of our reportabégments for the six months ended March 31, 2012809, is shown in the

following tables:

Segment
External Inter- Total Operating
(in thousands) Sales Segment Sales Income (Loss)
March 31, 2010
Contract Drilling:
U.S. Land $ 609,50¢ $ — $ 609,50¢ $ 182,24t
Offshore 100,05! — 100,05! 28,73
International Lant 124,07¢ — 124,07¢ (2,320
833,64 — 833,64. 208,65
Other 5,92¢ 41C 6,33¢ (3,217
839,56¢ 41C 839,97¢ 205,44(
Eliminations — (410 (410) —
Total $ 839,56¢ $ — $ 839,56¢ $ 205,44(
Segment
External Inter- Total Operating
(in thousands) Sales Segment Sales Income (Loss)
March 31, 2009
Contract Drilling:
U.S. Land $ 889,71¢ $ — $ 889,71t $ 386,97
Offshore 101,81¢ — 101,81¢ 30,547
International Lanc 147,00 — 147,000 7,34¢
1,138,54. — 1,138,54. 424.87:
Other 5,51( 441 5,951 (2,357
1,144,05. 441 1,144,49! 422,51¢
Eliminations — (442) (442) —
Total $ 1,144,054 $ — 1,144,05 $ 422,51¢

Summarized financial information of our reportabégments for the three months ended March 31, 201D2009, is shown in the

following tables:

Segment
External Inter - Total Operating
(in thousands) Sales Segment Sales Income (Loss)
March 31, 2010
Contract Drilling:
U.S. Land $ 324,43¢ $ — 8 324,43¢ $ 90,72
Offshore 47,76¢ — 47,76¢ 13,62¢
International Lanc 64,68 — 64,68 (10,729
436,88! — 436,88! 93,62t
Other 2,84( 205 3,04 (2,427
439,72! 20k 439,93( 91,20z
Eliminations — (20%) (205) —
Total $ 439,72 $ — 3 439,72 $ 91,20:
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NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT

(Unaudited)
Segment
External Inter - Total Operating
(in thousands) Sales Segment Sales Income (Loss)
March 31, 2009
Contract Drilling:
U.S. Land 41451 $ — 3 41451: $ 192,93(
Offshore 51,33 — 51,33 15,831
International Lanc 51,82¢ — 51,82¢ (15,287)
517,67- — 517,67- 193,48!
Other 2,62¢€ 21¢€ 2,84 (1,497
520,30( 21¢ 520,51¢ 191,99
Eliminations — (21¢) (21¢) —
Total 520,300 $ — 3 520,300 $ 191,99

The following table reconciles segment operatirgpime per the table above to income before incomestand equity in income of
affiliate as reported on the Consolidated Condeistatements of Income.

Segment operating incon
Gain from involuntary conversion of long-lived
asset:
Income from asset sal
Corporate general and administrative costs and
corporate depreciatic
Operating incom:
Other income (expense
Interest and dividend incon
Interest expens
Other
Total other income (expens
Income before income taxes and equity in incom
affiliate

Total Assets

U.S. Land
Offshore
International Lanc
Other

Investments and Corporate Operati
Total

Three Months Ended

Six Months Ended

March 31, March 31,
2010 2009 2010 2009
(in thousands)
91,20: $ 191,99: $ 205,44( $ 422,51¢
— — — 277
1,30¢ 2,05t 2,001 2,96¢
(12,967 (10,717 (25,517) (20,007)
79,54 183,33t 181,93( 405,75
32¢ 2,15( 76& 3,93¢
(4,207) (2,554) (8,907 (6,252)
(432) (28) (417) 10C
(4,310) (432) (8,55() (2,21¢)
7523¢ $ 182,90t $ 173,38( $ 403,54(
March 31, September 30,
2010 2009
(in thousands)
$ 3,010,44: % 2,962,06:
154,36¢ 129,46!
489,56! 491,80°
30,98: 31,58t
3,685,36: 3,614,91!
520,27" 546,10"
$ 4,205,633 $ 4,161,02.
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NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

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

Three Months Ended Six Months Ended
March 31, March 31,
2010 2009 2010 2009
(in thousands)

Operating revenue

United State: $ 361,09¢ $ 458,31¢ % 687,75° $ 975,67
Venezuel: 3,14¢ — 6,74 42,94¢
Colombia 13,46: 23,59¢ 29,95! 43,054
Ecuadol 13,44 13,78: 25,98¢ 26,77:
Argentina 15,38( 10,35: 26,72( 25,79¢
Other Foreigr 33,19¢ 14,25! 62,40 29,81

Total $ 439,72 $ 520,30( $ 839,56¢ $ 1,144,05.

14. Pensions and Other Post-retirement Benefits
The following provides information at March 31, 20dnd 2009 related to the Compaspensored domestic defined benefit pension |

Components of Net Periodic Benefit Cost

Three Months Ended Six Months Ended
March 31, March 31,
2010 2009 2010 2009
(in thousands)

Interest Cos $ 1,19/ $ 1217 $ 2,38 $ 2,43¢
Expected return on plan ass (1,107 (1,147 (2,219 (2,299
Recognized net actuarial la 53€ — 1,072 —
Net pension expen: $ 62: $ 70 $ 1,24¢ $ 14C

Employer Contributions

We contributed $1.5 million to the Pension Planimyithe six months ended March 31, 2010 to funttitistions. We estimate
contributing at least $3.0 million in fiscal 20d®meet the minimum contribution required by law axgect to make additional
contributions to continue funding distributions.

Foreign Plan

We maintain an unfunded pension plan in one ofriternational subsidiaries. Pension expense waapnately $122,000 and $90,0
for the three months ended March 31, 2010 and 2@8pectively. Pension expense was approxima8y $00 and $180,000 for the
six months ended March 31, 2010 and 2009, respdgtiv

15. Risk Factors
International operations are subject to certaiitipal, economic and other uncertainties not entengd in U.S. operations, including
increased risks of terrorism, kidnapping of empksjeexpropriation of equipment as well as expraiprieof a particular oil company
operator’s property and drilling rights, taxatioolipies, foreign exchange restrictions, currendg fauctuations and general hazards
associated with foreign sovereignty over certagaarn which operations are conducted. There camo lssurance that there will not be
changes in local laws, regulations and administeatequirements or the interpretation thereof witichld have a material adverse effect
on the profitability of our operations or on ouiléy to continue operations in certain areas. &dditional information regarding risks in
Venezuela, refer to Note 3 of these Consolidatendénsed Financial Statements.
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NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Effective January 1, 2010, Venezuela was desigratpdr-inflationary, which is defined as cumulatimélation rates exceeding 100
percent in the most recent three-year period.oftlur foreign subsidiaries use the U.S. dollathasfunctional currency and local
currency monetary assets are remeasured into Oli&rgdwith gains and losses resulting from foresgnrency transactions included in
current results of operations. As such, the dedign of Venezuela as hyper-inflationary will hawv@impact on our Consolidated
Financial Statements.

Recently Issued Accounting Standards
ASC 715-20-65Transition related to SFAS 132R-1, Employers’ isales about Postretirement Benefit Plan Assetss issued by the
Financial Accounting Standards Board (“FASB”) indeenber 2008. The new guidance requires employegrshdic and nonpublic
companies to disclose more information about hoxgstment allocation decisions are made, more irdition about major categories of
assets, including concentration of risk and faitganeasurements, and the fair-value techniquesnaidis used to measure plan assets.
The disclosure requirements are effective for ahfimancial statements for years ending after Deoeni5, 2009. The disclosure
requirements will be adopted for our annual finahstatements for the year ended September 30, 281® prospective basis. We do not
expect the adoption to have a material impact eribinsolidated Financial Statements.

On January 21, 2010, the FASB issued ASU No. 2@, 6-8ir Value Measurements and Disclosures (Topic 820mproving
Disclosures about Fair Value Measurementsffective December 15, 2009, we adopted thdabsice requirements requiring reporting
entities to provide information about movementasgets among Levels 1 and 2 of the three-tiewédire hierarchy established by ASC
820, Fair Value Measurements The adoption had no impact on these Consolidatetwiensed Financial Statements. Effective faafis
years beginning after December 15, 2010, a redatioit of purchases, sales, issuance, and setttsroéfinancial instruments valued
with a Level 3 method, which is used to price thedest to value instruments, will be required. 8eently believe the adoption related
to Level 3 financial instruments will have no impaa the Consolidated Financial Statements.

In February 2010, the FASB issued ASU No. 2010Sahsequent Events (Topic 855) — Amendments toilCBeaognition and
Disclosure Requiremen{sASU 2010-09"). ASU 2010-09 reiterates that anCSfifer is required to evaluate subsequent evdmtsugh
the date that the financial statements are issnddemoves the requirement for an SEC filer toldsthe date through which
subsequent events have been evaluated. The upglatithce was effective upon issuance and was eddptus in the second quarte!
fiscal 2010.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIMNCIAL CONDITION
AND RESULTS OF OPERATIONS
March 31, 2010

RISK FACTORS AND FORWARD -LOOKING STATEMENTS

The following discussion should be read in conjiorctvith the Consolidated Condensed Financial Statés and related notes included
elsewhere herein and the Consolidated Financié®ents and notes thereto included in our 2009 AhReport on Form 10-K. Our future
operating results may be affected by various tremifactors which are beyond our control. Theski@e, among other factors, fluctuations
in natural gas and crude oil prices, early terniamadf drilling contracts, forfeiture of early temation payments under fixed term contracts
due to sustained unacceptable performance, unsiotesllection of receivables (including Venezuetaceivables), inability to procure key
rig components, failure to timely deliver rigs wittapplicable grace periods, disruption to or céssaf the business of our limited source
vendors or fabricators, currency exchange lossssridration of credit markets, changes in genscahomic and political conditions, adverse
weather conditions including hurricanes, rapid mexpected changes in technologies, and uncertaindas conditions that affect our
businesses. Accordingly, past results and trendslémot be used by investors to anticipate futaseilts or trends. Our risk factors are more
fully described in our 2009 Annual Report on FordaKLand elsewhere in this Form 10-Q.

With the exception of historical information, thetters discussed in ManagemsriDiscussion & Analysis of Financial Condition aResults
of Operations include forward-looking statementhese forward-looking statements are based onusaesumptions. We caution that,
while we believe such assumptions to be reasoraitlanake them in good faith, assumptions aboutdiguents and conditions almost
always vary from actual results. The differencesMeen assumed facts and actual results can beiahafée are including this cautionary
statement to take advantage of the “safe harbawigions of the Private Securities Litigation RefoAct of 1995 for any forward-looking
statements made by us or persons acting on outfbéliree factors identified in this cautionary statent are important factors (but not
necessarily all important factors) that could caasteial results to differ materially from those megsed in any forward-looking statement
made by us or persons acting on our behalf. Wenialde no duty to update or revise our forward-loglstatements based on changes of
internal estimates on expectations or otherwise.

RESULTS OF OPERATIONS

Three Months Ended March 31, 2010 vs. Three MonthEnded March 31, 2009

We reported net income of $46.7 million ($0.43 gituited share) from operating revenues of $4391lianifor the second quarter ended
March 31, 2010, compared with net income of $1@8illion ($0.98 per diluted share) from operatingeeues of $520.3 million for the
second quarter of fiscal year 2009. Net inconmmetfe second quarter of fiscal 2010 includes apprately $0.8 million ($0.01 per diluted
share) of after-tax gains from the sale of asdésincome for the second quarter of fiscal 20@%uides approximately $1.2 million ($0.01
per diluted share) of after-tax gains from the sdlassets.

The following tables summarize operations by bussreegment for the three months ended March 3D, 29d 2009. Operating statistics in
the tables exclude the effects of offshore platfard international management contracts, and dnolotde reimbursements of “out-of-
pocket’expenses in revenue, expense and margin per daylatadns. Per day calculations for internation@érations also exclude gains ¢
losses from translation of foreign currency tratisas. Segment operating income is described tailda Note 13 to the Consolidated
Condensed Financial Statements.
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Three Months Ended March 31,
2010 2009
(in thousands, except days and per day amount

U.S. LAND OPERATIONS

Revenue: $ 324,43¢  $ 414,51«
Direct operating expens: 176,42 172,03:
General and administrative expel 6,07¢ 4,27¢
Depreciatior 51,21¢ 45,27,
Segment operating incon $ 90,72 % 192,93(
Revenue day 13,11« 12,52¢
Average rig revenue per d $ 23,38: % 31,38«
Average rig expense per d $ 12,098 % 12,03(
Average rig margin per de $ 11,287 % 19,35
Rig utilization 70% 72%

U.S. LAND segment operating income decreased to/a®dlion for the second quarter of fiscal 2010rgared to $192.9 million in the sai
period of fiscal 2009. Revenues were $324.4 nmilbod $414.5 million in the second quarter of fi& 0 and 2009, respectively. Included
in U.S. land revenues for the three months endeatial, 2010 and 2009 are reimbursements for “fyeoket” expenses of $17.8 million
and $21.3 million, respectively. Also included inSJland revenues for the second quarter of fid@a0 and 2009 is approximately $10.4
million and $81.5 million, respectively, attributalio early termination related revenue and custaeguested delivery delay revenue for |
FlexRigs® (hereinafter “FlexRig”).

The average revenue per day for the second qudriscal 2010 compared to the second quartersoffi2009 decreased $8,002 of which
$5,712 is from a decrease in early terminatiorteelaevenue in the comparable quarters. The rengpidtecrease of $2,290 is a result of
lower average dayrates in the second quarter @dlf010 compared to the second quarter of fiSg@92

U.S. land rig utilization decreased to 70 percentlie second quarter of fiscal 2010 compared tpef2ent for the second quarter of fiscal
2009. U.S. land rig activity days for the secondnter of fiscal 2010 were 13,114 compared wittb22 for the same period of fiscal 2009,
with an average of 145.7 and 139.2 rigs workingrduthe second quarter of fiscal 2010 and 200%eetsvely. The increase in rig days and
average rigs working is attributable to the U.Sad.@xperiencing some recovery in the second quaeftiéscal 2010 compared to rigs
becoming idle in the second quarter of fiscal 2009.

During fiscal 2009, the economic recession, inalgdhe decrease in oil and gas prices and detgdora the credit markets, had an effect
customer spending. As a result, the industry’sradaind drilling rig count in the U.S. land marldstclined by over fifty percent from the fall
of 2008 to the summer of 2009. Since June 20@9inttustry’s U.S. land rig count has been expenna steady recovery, but the rig count
still remains about 30 percent below the peak lesebrted during the fall of 2008. At March 31120154 out of 212 existing rigs in the L
Land segment were generating revenue. Of thei@jS4enerating revenue, 104 were under fixed temtracts, and 50 were working in the
spot market. At April 29, 2010, the number of &rig rigs under fixed term contracts in the segnieciteased to 109, and the number of rigs
working in the spot market increased to 51.
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Three Months Ended March 31,
2010 2009
(in thousands, except days and per day amount

OFFSHORE OPERATIONS

Revenue: $ 47,768 % 51,33:
Direct operating expens: 29,69¢ 31,40:
General and administrative expel 1,47¢ 1,064
Depreciatior 2,96¢ 3,02
Segment operating incon 13,62 % 15,831
Revenue day 66C 79€
Average rig revenue per d. $ 48,228 % 48,56
Average rig expense per d $ 25,20 % 26,23:
Average rig margin per de $ 23,02 % 22,33(
Rig utilization 81% 98%

OFFSHORE revenues include reimbursements for “byscket” expenses of $5.9 million and $6.8 millif@m the three months ended
March 31, 2010 and 2009, respectively.

At March 31, 2010, we had seven of our nine platfoigs working. We are currently bidding one of itle rigs and, if successful, we exp
the rig would begin working in the fourth quartéifiscal 2010. The contract for a rig currently \Wimg offshore Trinidad is expected to
expire by the end of the third fiscal quarter.

Three Months Ended March 31,
2010 2009
(in thousands, except days and per day amount

INTERNATIONAL LAND OPERATIONS

Revenue: $ 64,68. $ 51,82¢
Direct operating expens: 65,03( 59,78
General and administrative expel 1,015 784
Depreciatior 9,351 6,54(
Segment operating lo: $ (10,729 $ (15,287
Revenue day 1,76¢€ 2,05(C
Average rig revenue per d $ 35,06f $ 23,39%
Average rig expense per d $ 24,027 $ 27,48
Average rig margin per de $ 11,03¢ $ (4,08¢)
Rig utilization 52% 81%

INTERNATIONAL LAND segment operating loss for thecond quarter of fiscal 2010 was $10.7 million, paned to operating loss of
$15.3 million in the same period of fiscal 2009ig Rtilization for international land operations 82 percent for the second quarter of fiscal
2010, compared with 81 percent for the second guaftfiscal 2009. During the current quarter aaerage of 19.6 rigs worked compared to
an average of 22.8 rigs in the second quarterso&fi2009.
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The ability to collect accounts receivable in UdBllars from PDVSA deteriorated to the point thatidg the second quarter of fiscal 2009,
we decided to discontinue work as contracts expifgte decrease in revenue days and rig utilizasqmimarily the result of all eleven rigs
Venezuela being idle by the end of the first quastdiscal 2010 compared to the second quartéisoél 2009 when an average of 9.7 rigs
worked during the quarter. Additionally, rigs imd other countries that were working in the secquadrter of fiscal 2009 became idle during
fiscal 2009 due to capital reductions by operaémd they remained idle through the second quaftisaal 2010. Seven rigs were transfel
to the International Land segment in late fiscdd20nder contract. Six of the rigs were activehaténd of March 31, 2010 and one began
working subsequent to March 31, 2010. Theseaigsg with three FlexRigs that began working subsegto the second quarter of fiscal
2009 offset part of the decline in rig activity.

Revenues in the second quarter of fiscal 2010 &see by $12.9 million compared to the second queftiiscal 2009 with Venezuela
impacting the increase by $3.1 million as we cargito record revenue in Venezuela as cash is telldsee Note 3 of the Consolidated
Condensed Financial Statements). Excluding Verlaaznghe comparable quarters, revenue increassirslion, primarily the result of
additional rigs working in the segment during teeand quarter of fiscal 2010 compared to the seqoiadter of fiscal 2009. Included in
international land revenues for the three montledMarch 31, 2010 and 2009 are reimbursementeftiof-pocket” expenses of $2.8
million and $3.9 million, respectively.

Depreciation expense increased due to rigs traimgfeto the International Land segment in latedls2009 and the addition of new FlexRigs
during fiscal 2009.

On January 8, 2010, the Venezuelan governmentuedadts local currency. As a result, includediredt operating expense is an exchange
loss of approximately $19.7 million in the seconder of fiscal 2010.

RESEARCH AND DEVELOPMENT

For the three months ended March 31, 2010 and 208®curred $3.3 million and $2.2 million, respeely, of research and development
expenses related to ongoing development of a retagrable system. We anticipate research andagewent expenses of up to
approximately $2.5 million in each quarter durifegcél 2010.

OTHER

General and administrative expenses increasedt@® $2illion in the second quarter of fiscal 2016nfr $16.4 million in the second quarter of
fiscal 2009. The $4.4 million increase is primadue to employee bonus accruals of $2.7 milliatditonal stock-based compensation
expense of $0.9 million and additional pension esgen fiscal 2010 of $0.5 million.

Equity in income of affiliate, net of income taxas/$4.2 million in the second quarter of fiscal 20&ffective April 1, 2009, we determined
we no longer exercised significant influence aratdntinued accounting for the investee using thitggethod.

Income tax expense decreased to $28.5 millionarsdtond quarter of fiscal 2010 from $83.4 milliothe second quarter of fiscal 2009,
with the effective tax rate decreasing to 37.9 petrérom 45.6 percent for the two comparable qusirte
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Interest expense was $4.2 million and $2.6 milliothe second quarter of fiscal 2010 and 2009,aet8pely. Capitalized interest, all
attributable to our rig construction, was $1.8 ioilland $1.7 million for the comparable quartdrgerest expense before capitalized interest
increased $1.7 million during the second quartdisofl 2010 compared to the second quarter o&fi2609 primarily due to additional
borrowings under a fixed-rate credit facility olot@dl in July 2009.

Six Months Ended March 31, 2010 vs. Six Months Emal March 31, 2009

We reported net income of $110.0 million ($1.02 gituted share) from operating revenues of $834lkom for the six months ended
March 31, 2010, compared with net income of $248il0on ($2.34 per diluted share) from operatingeeues of $1,144.1 million for the fi
six months of fiscal year 2009. Included in neime are after-tax gains from the sale of assedpfoximately $1.3 million ($0.01 per
diluted share) for the six months ended March 8102 compared to approximately $1.7 million ($0p@2 diluted share) for the six months
ended March 31, 2009. Also included in net incdardiscal 2009 is approximately $0.2 million oftaif-tax gains from involuntary
conversion of long-lived assets.

The following tables summarize operations by bussreegment for the six months ended March 31, 26d(®009. Operating statistics in
tables exclude the effects of offshore platform emernational management contracts, and do ntudecreimbursements of “out-of-pocket”
expenses in revenue, expense and margin per dayatédns. Per day calculations for internationérations also exclude gains and losses
from translation of foreign currency transactiolegment operating income is described in detaldte 13 to the Consolidated Condensed
Financial Statements.

Six Months Ended March 31,
2010 2009
(in thousands, except days and per day amounts)

U.S. LAND OPERATIONS

Revenue: $ 609,50¢ $ 889,71¢
Direct operating expens: 314,77¢ 405,33¢
General and administrative expel 12,73¢ 8,701
Depreciatior 99,74¢ 88,70(
Segment operating incon $ 182,24t % 386,97¢
Revenue day 24,37« 28,85
Average rig revenue per d $ 23,71¢ % 28,94
Average rig expense per d $ 11,627 $ 12,15:
Average rig margin per de $ 12,09 $ 16,78¢
Rig utilization 66% 83%

U.S. LAND segment operating income in the firstsignths of fiscal 2010 decreased to $182.2 milfiom $387.0 million in the first six
months of fiscal 2009. Revenues were $609.5 miliiothe first six months of fiscal 2010, compaveth $889.7 million in the same period
of fiscal 2009. Included in U.S. land revenuestfa six months ended March 31, 2010 and 2009 ardesements for “out-of-pocket”
expenses of $31.4 million and $54.7 million, resjpety. Also included in U.S. land revenues forcfi$2010 and 2009 is approximately $2
million and $100.0 million, respectively, attribbta to early termination related revenue and custaequested delivery delay revenue for
new FlexRigs.
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The average revenue per day for the six monthscekidech 31, 2010 compared to the six months endaatiM31, 2009 decreased $5,222 of
which $3,037 is from a decrease in early termimat&ated revenue in the comparable quarters. r@meaining decrease of $2,185 is a result
of lower average dayrates in the first six monthsgal 2010 compared to the same period of fi@€4l9.

U.S. land rig utilization decreased to 66 percenttie six months ended March 31, 2010 compar&a feercent for the same period of fiscal
2009. U.S. land rig activity days for the first shonths of fiscal 2010 were 24,374 compared w@[831 for the same period of fiscal 2009,
with an average of 133.9 and 158.5 rigs workingrduthe first six months of fiscal 2010 and 20G5pectively. The decrease in rig days
average rigs working is attributable to early terations and other stacked rigs that occurred ddisicgl 2009.

During fiscal 2009, the economic recession, inalgdhe decrease in oil and gas prices and detgdora the credit markets, had an effect
customer spending. As a result, the industry’adand drilling rig count in the U.S. land marldsclined by over fifty percent from the fall
of 2008 to the summer of 2009. Since June 20@9inthustry’s U.S. land rig count has been expernena steady recovery, but the rig count
still remains about 30 percent below the peak lemebrted during the fall of 2008. At March 31120154 out of 212 existing rigs in the L
Land segment were generating revenue. Of theifjS4enerating revenue, 104 were under fixed temntracts, and 50 were working in the
spot market. At April 29, 2010, the number of &rig rigs under fixed term contracts in the segnietiteased to 109, and the number of rigs
working in the spot market increased to 51.

Six Months Ended March 31,
2010 2009
(in thousands, except days and per day amounts)

OFFSHORE OPERATIONS

Revenue: $ 100,05 $ 101,81¢
Direct operating expens: 62,27 63,16:
General and administrative expel 3,10¢ 2,11¢
Depreciatior 5,944 5,991
Segment operating incon $ 28,73: % 30,547
Revenue day 1,36( 1,531
Average rig revenue per d. $ 50,66: $ 50,72(
Average rig expense per d $ 26,65 $ 27,78¢
Average rig margin per de $ 24,00¢ % 22,93¢
Rig utilization 83% 94%

OFFSHORE revenues include reimbursements for “tywoket” expenses of $12.6 million and $12.2 naillifor the six months ended
March 31, 2010 and 2009, respectively.

At March 31, 2010, we had seven of our nine platfoigs working.
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Six Months Ended March 31,
2010 2009
(in thousands, except days and per day amount

INTERNATIONAL LAND OPERATIONS

Revenue: $ 124,07¢ $ 147,00
Direct operating expens: 106,32 125,43!
General and administrative expel 1,71 1,48(
Depreciatior 18,35¢ 12,74¢
Segment operating income (lo: $ (2,320 $ 7,34¢
Revenue day 3,45¢ 4,43:
Average rig revenue per d $ 34,40 $ 30,56¢
Average rig expense per d $ 23,59: $ 25,78:
Average rig margin per de $ 10,81 $ 4,78¢
Rig utilization 48% 89%

INTERNATIONAL LAND segment operating loss for thiest six months of fiscal 2010 was $2.3 millionngeared to operating income of
$7.3 million in the same period of fiscal 2009.gRiilization for international land operations wk&percent for the first six months of fiscal
2010, compared with 89 percent for the first sixwhs of fiscal 2009. During the first six montHdiecal 2010, an average of 19.1 rigs
worked compared to an average of 24.5 rigs initsedix months of fiscal 2009.

The ability to collect accounts receivable in UBllars from PDVSA deteriorated to the point thatidg the second quarter of fiscal 2009,
we decided to discontinue work as contracts expifgte decrease in revenue days and rig utilizasqgmimarily the result of all eleven rigs
Venezuela being idle by the end of the first quastdiscal 2010 compared to all eleven workingidgrthe first quarter of fiscal 2009 and
seven working at the end of the second quartescdif2009. Additionally, rigs in two other coules that were working in the second quarter
of fiscal 2009 became idle during fiscal 2009 dwedpital reductions by operators and they remaitlecthrough the second quarter of fiscal
2010. Twelve rigs were transferred to the Intaéomati Land segment in late fiscal 2009 with sevedar contract and five used for bidding
prospective work. The seven under contract halegjun operations as of the end of the first quaiftéscal 2010. Those seven along with
four FlexRigs that began working subsequent tditeequarter of fiscal 2009 offset part of the lilee in rig activity. The five held for

bidding at September 30, 2009 were transferred tmthe U.S. Land segment during the first quastdiscal 2010 and are currently working
in the U.S. Land segment.

Revenues in the first six months of fiscal 2010rdased $22.9 million compared to the first six rherdf fiscal 2009 with Venezuela
contributing $36.2 million to the decrease as watiooie to record revenue in Venezuela as cashlscted (see Note 3 of the Consolidated
Condensed Financial Statements). Excluding Verlainé¢he comparable periods, revenue increased3$hBlion, primarily the result of
additional rigs working in the segment during thistfsix months of fiscal 2010 compared to thet fiig months of fiscal 2009. Included in
international land revenues for the six months dridarch 31, 2010 and 2009 are reimbursements far86-pocket” expenses of $5.2
million and $11.5 million, respectively.

Depreciation expense increased due to rigs trairgfeto the International Land segment in latedls2009 and the addition of new FlexRigs
during fiscal 2009.

On January 8, 2010, the Venezuelan government aleddtis local currency. As a result, includedimect operating expense is an exchange
loss of approximately $19.7 million in the seconder of fiscal 2010.
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RESEARCH AND DEVELOPMENT

For the six months ended March 31, 2010 and 20@9neurred $5.2 million and $3.9 million, respeetiy of research and development
expenses related to ongoing development of a retagrable system. We anticipate research andagenent expenses of up to
approximately $2.5 million in each quarter durifrecél 2010.

OTHER

General and administrative expenses increasedltd $dillion in the first six months of fiscal 205@m $31.6 million in the first six months
of fiscal 2009. The $10.1 million increase is do@n increase in stock-based compensation of#ilian. The increase in stock-based
compensation is comprised of additional expensid@ million resulting from a change in our Longrifelncentive Plan which permitted
continuing equity vesting after retirement, and3®®illion expense resulting from options grantediscal 2010 having a higher grant price
and value than options amortizing at March 31, 20880 contributing to increased general and adstistive expenses in fiscal 2010 was
additional pension expense of $1.1 million andraméase in employee bonus accruals of $2.8 million.

Equity in income of affiliate, net of income taxasv$4.2 million in first six months of fiscal 200&ffective April 1, 2009, we determined we
no longer exercised significant influence and disitued accounting for the investee using the gquitthod.

Income tax expense decreased to $63.4 millionerfitkt six months of fiscal 2010 from $164.6 naifliin the first six months of fiscal 2009,
with the effective tax rate decreasing to 36.6 @erérom 40.8 percent for the two comparable pexiod

Interest expense was $8.9 million and $6.3 milflanthe six months ended March 31, 2010 and 208fhectively. Capitalized interest, all
attributable to our rig construction, was $3.5 &8d3 million for the comparable periods. Inter@gbense before capitalized interest increi
$2.8 million during the first six months of fisc2010 compared to the first six months of fiscal2@@imarily due to additional borrowings
under a fixed-rate credit facility obtained in J@209.

LIQUIDITY AND CAPITAL RESOURCES

Liquidity

Cash and cash equivalents decreased to $125.@malliMarch 31, 2010 from $141.5 million at Septen®0, 2009. The following table
provides a summary of cash flows for the six-mgrghod ended March 31, (in thousands):

Net Cash provided (used) by:

2010 2009

Operating activitie: $ 205,93. $ 490,48t
Investing activities (126,28) (533,790
Financing activitie: (95,419 48,16"
Increase (decrease) in cash and cash equivz $ (15,774 ¢ 4,86¢

Operating activities

Cash flows from operating activities were approxieha$205.9 million for the six months ended Ma&h 2010 compared to approximately
$490.5 million for the same period ended MarchZI)9. The decrease in cash provided from operattigities is primarily due to decrea:
in net income and changes during the comparablmeith periods in accounts receivable and accqayable. Accounts receivable
increased in the six months ended March 31, 201Dikisg activity improved compared to a decreas¢he six months ended March 31,
2009 as we began to see a decline in activity. chia@mge in accounts payable is due to the fluanati drilling activity.
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Investing activities
Capital expenditures decreased $383.1 million pilgnattributable to the decreased building of nelexRigs.

Financing activities

During the six months ended March 31, 2010, weeedwur outstanding debt by $85.0 million compacedet additional borrowings of
$58.3 million during the six months ended March 2109. During the six months ended March 31, 2@&0reduced our bank overdraft
position $2.0 million.

Other Liquidity

Funds generated by operating activities, availabtéh and cash equivalents, and credit facilitiedicoe to be our significant sources of
liquidity. We believe these sources of liquiditjlilwe sufficient to sustain operations and finaestimated capital expenditures, including rig
construction, for fiscal 2010. There can be naasge that we will continue to generate cash flawsurrent levels or obtain additional
financing. Our indebtedness totaled $440 millibMarch 31, 2010. For additional information regagddebt agreements, refer to Note 10 of
the Consolidated Condensed Financial Statements.

Backlog

Our contract drilling backlog, being the expectetiife revenue from executed contracts with origieahs in excess of one year, as of
March 31, 2010 and September 30, 2009 was $2,4f@mand $2,528 million, respectively. Approxinest 78.9 percent of the March 31,
2010 backlog is not reasonably expected to bealfiliefiscal 2010. Term contracts customarily previdr termination at the election of the
customer with an “early termination payment” todaed to us if a contract is terminated prior to éxpiration of the fixed term. However,
under certain limited circumstances, such as destruof a drilling rig, bankruptcy, sustained uoeptable performance by us, or delivery of
a rig beyond certain grace and/or liquidated danmgi®ds, no early termination payment would bel paius. In addition, a portion of the
backlog represents term contracts for new rigswhihbe constructed in the future. We obtain aertkey rig components from a single or
limited number of vendors or fabricators. Certdith@se vendors or fabricators are thinly capitalimdependent companies located on the
Texas Gulf Coast. Therefore, disruptions in rignponent deliveries may occur. Accordingly, theuatmount of revenue earned may vary
from the backlog reported. See the risk factodeunfiltem 1A. Risk Factors” of our Annual ReportBarm 10-K, filed with the Securities
and Exchange Commission on November 25, 2009, dagpfixed term contract risk, operational risks;luding weather, and vendors that
are limited in number and thinly capitalized.

The following table sets forth the total backlogreportable segment as of March 31, 2010 and Sdyete®9, 2009, and the percentage of the
March 31, 2010 backlog not reasonably expectectfillbd in fiscal 2010:

Reportable Total Backlog Percentage Not Reasonabl
Segment 03/31/201C 09/30/200¢ Expected to be Filled in Fiscal 201!
(in millions)
U.S. Land $ 1,97¢ % 2,01¢€ 77.%
Offshore 15t 16¢ 87.1%
| nternational Lant 293 342 80.%
$ 2,427 $ 2,52¢

Capital Resources

In March 2010, we announced we had increased quitat@xpenditures estimate for fiscal 2010 by #tiBion to $330 million. At the same
time, we announced we had secured three multitgear contracts to build and operate three new RgxRGiven improving market
conditions and an increase in U.S. Land rig agtjuttie capital expenditure increase also providiesjaate levels of FlexRig spare component
availability and the flexibility to control and gataour manufacturing effort to

31




Table of Contents

potentially build and complete an additional fiiexRigs at a rate of approximately one per montt ihe first quarter of 2011. The increase
in the capital expenditures estimate also allowwexecute selected special projects and increas@tenance levels. During the six months
ended March 31, 2010, we completed six FlexRigsat@aunder fixed term contracts, with two of thbsginning work during the quarter ¢
four completed and ready for delivery. One addaimnew FlexRig under fixed term contract was catgd by the end of April 2010. The
three recently announced FlexRigs are expected tmmpleted by the end of fiscal 2010. Like thosmpleted in prior fiscal periods, eacl
these new FlexRigs are committed to work for arl@spion and production company under a fixed teomtract, performing drilling servic

on a daywork contract basis.

Capital expenditures were $142.7 million and $52bildon for the first six months of fiscal 20102009, respectively. Capital
expenditures decreased from 2009 primarily dudea¢duction in the number of new rigs completednduthe comparable quarters and a
reduction in the number of rigs to be completedfaddarch 31, 2010 compared to March 31, 2009.

There were no other significant changes in ounfiia position since September 30, 2009.

MATERIAL COMMITMENTS

Material commitments as reported in our 2009 AnfRegbort on Form 10-K have not changed significaatlivlarch 31, 2010.
CRITICAL ACCOUNTING POLICIES

Our accounting policies that are critical or thestioportant to understand our financial conditm results of operations and that require
management to make the most difficult judgmentsdaseribed in our 2009 Annual Report on Form 10fikere have been no material
changes in these critical accounting policies othan the adoption of ASC 260-10-£sarnings per Shargon October 1, 2009. The
adoption of this did not have a material impacbanfinancial position, results of operations osltflows. The adoption of ASC 260-48-is
included in Note 2 to the Consolidated Condensedriial Statements.

RECENTLY ISSUED ACCOUNTING STANDARDS

ASC 715-20-65Transition related to SFAS 132R-1, Employers’ isares about Postretirement Benefit Plan Assetss issued by the
Financial Accounting Standards Board (“FASB”) ind@enber 2008. The new guidance requires employgmshdic and nonpublic

companies to disclose more information about hoxestment allocation decisions are made, more irdtion about major categories of plan
assets, including concentration of risk and faitganeasurements, and the fair-value techniquesnainids used to measure plan assets. The
disclosure requirements are effective for annuedricial statements for years ending after Deceri®e?009. The disclosure requirements
will be adopted for our annual financial statemdatghe year ended September 30, 2010, on a prigpdasis. We do not expect the
adoption to have a material impact on the Constii&inancial Statements.

On January 21, 2010, the FASB issued ASU No. 2@, 6-8ir Value Measurements and Disclosures (Topic 820mproving Disclosures
about Fair Value MeasurementsEffective December 15, 2009, we adopted thdakisce requirements requiring reporting entitiepriavide
information about movements of assets among Lelvalsd 2 of the three-tier fair value hierarchy leshed by ASC 82CFair Value
Measurement. The adoption had no impact on these Consolidatedlensed Financial Statements. Effective faafigears beginning aft
December 15, 2010, a reconciliation of purchas#sssissuance, and settlements of financial ingnis valued with a Level 3 method,
which is used to price the hardest to value insémitsy will be required. We currently believe tidejation related to Level 3 financial
instruments will have no impact on the Consolid&athncial Statements.
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In February 2010, the FASB issued ASU No. 2010Sifhsequent Events (Topic 855) — Amendments toilCBeaognition and Disclosure
Requirement(“ASU 2010-09"). ASU 2010-09 reiterates that arCSfiter is required to evaluate subsequent evdmtaugh the date that the
financial statements are issued and removes théresgent for an SEC filer to disclose the date tiglowhich subsequent events have been
evaluated. The updated guidance was effective igsarance and was adopted by us in the seconcegqoéfiscal 2010.
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PART I. FINANCIAL INFORMATION
March 31, 2010

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURESABOUT MARKET RISK
For a description of our market risks, see

* Note 5 to the Consolidated Condensed Financiat®iants contained in Item 1 of Part | hereof withare to equity price risk is
incorporated herein by reference;

e ‘“Item 7A. Quantitative and Qualitative Disclosursout Market Risk” in our 2009 Annual Report on Fot0-K filed with the
Securities and Exchange Commission on Novembe2(;

* Note 7 and Note 10 to the Consolidated CondengshEial Statements contained in Iltem 1 of Parrédfewith regard to interest
rate risk are incorporated herein by reference; and

* Note 3 and Note 15 to the Consolidated CondengshEial Statements contained in Item 1 of Partrédfewith regard to credit
risk and foreign currency exchange rate risk aceriporated herein by reference.

ITEM 4. CONTROLS AND PROCEDURES

As of the end of the period covered by this repmtevaluation was performed with the participatbour management, including the Chief
Executive Officer and Chief Financial Officer, diteffectiveness of the design and operation oflmalosure controls and procedures.
Based on that evaluation, our management, incluiie@hief Executive Officer and Chief FinanciafiGdér, concluded that our disclosure
controls and procedures were effective as of M&8acH2010, at ensuring that information requiredeaisclosed by us in the reports we file
or submit under the Securities Exchange Act of 1834corded, processed, summarized and reportbéhviie time periods specified in the
SEC's rules and forms. There have been no changms internal controls over financial reportifgat occurred during the most recent fiscal
quarter that have materially affected, or are reably likely to materially affect, our internal dools over financial reporting.
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PART I[I. OTHER INFORMATION
ITEM 1A. RISK FACTORS

International operations are subject to certaiitipal, economic and other uncertainties not entenad in U.S. operations, including
increased risks of terrorism, kidnapping of empksjeexpropriation of equipment as well as expraipreof a particular oil company
operators property and drilling rights, taxation policiésreign exchange restrictions, currency rate flatians and general hazards assoc
with foreign sovereignty over certain areas in whiperations are conducted. There can be no assuttaat there will not be changes in lo
laws, regulations and administrative requirementhe interpretation thereof which could have aariat adverse effect on the profitability
our operations or on our ability to continue operat in certain areas.

Because of the impact of local laws, our futurerapiens in certain areas may be conducted throagties in which local citizens own
interests and through entities (including joint wegas) in which we hold only a minority interestpursuant to arrangements under which we
conduct operations under contract to local entitiékile we believe that neither operating througbtsentities nor pursuant to such
arrangements would have a material adverse effeotiooperations or revenues, there can be noasstithat we will in all cases be able to
structure or restructure our operations to conftorocal law (or the administration thereof) omteracceptable to us.

During the mid-1970s, the Venezuelan governmeribnalized the exploration and production busindsre recently, Venezuela has
nationalized some industries unrelated to theabilfservices industry. At the present time it a@ppahe Venezuelan government will not
nationalize the contract drilling business. Anylsuationalization could result in the loss of allboportion of our assets and business in
Venezuela.

Although we attempt to minimize the potential impatsuch risks by operating in more than one gaplgical area, during the six months
ended March 31, 2010, approximately 14 percenuoftonsolidated operating revenues were generetetthe international contract drillii
business. During the six months ended March 310 28dproximately 71 percent of the internationaraging revenues were from operations
in South America and approximately 67 percent aftB@merican operating revenues were from EcuaddrGolombia.

Reference is made to the risk factors pertainingutoency devaluation risk and receivable balamt&&nezuela, interest rate risk and the
Company’s securities portfolio in Item 1A of Parbflithe Company’s Form 10-K for the year ended &aper 30, 2009. In order to update
these risk factors for developments that have @eduluring the first three months of fiscal 201® tisk factors are hereby amended and
updated by reference to, and incorporation hergiNaotes 3, 5, 7, 10 and 15 to the Consolidateddgared Financial Statements contained in
ltem 1 of Part | hereof.

Except as discussed above, there have been naahatemges to the risk factors disclosed in Itekoi Part 1 in our Form 10-K for the year
ended September 30, 2009.
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ITEM 6. EXHIBITS
The following documents are included as exhibitthte Form 10-Q. Those exhibits below incorpordigdeference herein are indicated as

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

Exhibit

Number Description

31.1 Certification of Chief Executive Officer, as AdodtPursuant 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 Chieinancial Officer Pursuant to 18 U.S.C. Section@,3& Adopted Pursuant
to Section 906 of the Sarba-Oxley Act of 2002

101 Financial statements from the quarterly report omF10Q of Helmerich & Payne, Inc. for the quarter endiéatch 31, 201C

filed on May 5, 2010, formatted in XBRL: (i) the @splidated Condensed Statements of Income, (iiCthesolidated
Condensed Balance Sheets, (iii) the Consolidatewl@used Statements of Stockholders’ Equity, (ig)@lonsolidated
Condensed Statements of Cash Flows and (v) thesNmt€onsolidated Condensed Financial Statemegpgedbas blocks of
text.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd¢iport to be signed on its
behalf by the undersigned thereunto duly authorized

HELMERICH & PAYNE, INC.
(Registrant

Date: May 5, 2010 By: /S/HANS C. HELMERICH
Hans C. Helmerich, Preside

Date: May 5, 2010 By: /S/IJUAN PABLO TARDIO
Juan Pablo Tardio, Chief Financial Offic
(Principal Financial Officer

EXHIBIT INDEX

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

Exhibit

Number Description

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

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

32 Certification of Chief Executive Officer and Chieinancial Officer Pursuant to 18 U.S.C. Section@,3& Adopted Pursuant
to Section 906 of the Sarba-Oxley Act of 2002

101 Financial statements from the quarterly report om10Q of Helmerich & Payne, Inc. for the quarter entiéatch 31, 201C

filed on May 5, 2010, formatted in XBRL: (i) the @splidated Condensed Statements of Income, (iiCthesolidated
Condensed Balance Sheets, (iii) the Consolidatewl@used Statements of Stockholders’ Equity, (ig)@lonsolidated
Condensed Statements of Cash Flows and (v) thesN@i@onsolidated Condensed Financial Statemegdedbas blocks of
text.
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EXHIBIT 31.1
CERTIFICATION
I, Hans Helmerich, certify that:
1. | have reviewed this report on Form 10-Q of Helme®&. Payne, Inc.;

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgitéde 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 statementsodimer financial information included in this repdairly present in a
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this rej

4, The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 13a}Ehd 15d-15(e)) and internal control over finaheporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures ttesigne
under our supervision, to ensure that materialrinégion relating to the registrant, including itnsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this report
is being prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to
be designed under our supervision, to provide regde assurance regarding the reliability of finaheporting
and the preparation of financial statements foemel purposes in accordance with generally acdesateounting
principles;

C) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimegport our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by
this report based on such evaluation; and

d) Disclosed in this report any change in the regigtsanternal control over financial reporting tratcurred during
the registrant’s most recent fiscal quarter (thigsteant’s fourth fiscal quarter in the case ofaamual report) that
has materially affected, or is reasonably likelyrtaterially affect, the registrant’s internal catover financial
reporting; and

5. The registrant’s other certifying officer(s) antddve disclosed, based on our most recent evaluatimernal control over
financial reporting, to the registrant’s auditorslahe audit committee of the registrant’s boardicéctors (or persons performing the
equivalent functions):

a) All significant deficiencies and material weaknesiethe design or operation of internal contratiofinancial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and
report financial information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registrant’s internal control over financial repogt

Date: May 5, 2010 /SIHANS HELMERICH
Hans Helmerich, Chief Executive Offic




EXHIBIT 31.2
CERTIFICATION
I, Juan Pablo Tardio, certify that:
1. | have reviewed this report on Form 10-Q of Helrmle®& Payne, Inc;

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgitéde 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 statementsodimer financial information included in this repdairly present in a
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this rej

4, The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 13ayHnd 15d-15(e)) and internal control over finaheporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures ttesigne
under our supervision, to ensure that materialrinégion relating to the registrant, including itnsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this report
is being prepared;

b) Designed such internal control over financial réipgr, or caused such internal control over finah@aorting to
be designed under our supervision, to provide regde assurance regarding the reliability of finaheporting
and the preparation of financial statements foemel purposes in accordance with generally acdesateounting
principles;

C) Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimegport our
conclusions about the effectiveness of the discisantrols and procedures, as of the end of thegeovered by
this report based on such evaluation; and

d) Disclosed in this report any change in the regigtsanternal control over financial reporting tratcurred during
the registrant’s most recent fiscal quarter (thigsteant’s fourth fiscal quarter in the case ofaamual report) that
has materially affected, or is reasonably likelyrtaterially affect, the registrant’s internal catover financial

reporting; and

5. The registrant’s other certifying officer(s) antddve disclosed, based on our most recent evaluatimernal control over
financial reporting, to the registrant’s auditorslahe audit committee of the registrant’s boardicéctors (or persons performing the
equivalent functions):

a) All significant deficiencies and material weaknessethe design or operation of internal contradrofinancial
reporting which are reasonably likely to adversdfgct the registrant’s ability to record, processnmarize and report
financial information; and

b) Any fraud, whether or not material, that involveamagement or other employees who have a significéain the
registrant’s internal control over financial repogt

Date: May 5, 2010 /SIJUAN PABLO TARDIO
Juan Pablo Tardio, Chief Financial Offic




EXHIBIT 32

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

In connection with the Quarterly Report of Helmér& Payne, Inc. (the “Company”) on Form 10-Q foe theriod ended March 31,
2010, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), Hansnitgich, as Chief Executive Officer of
the Company, and Juan Pablo Tardio, as Chief Fiab@dficer of the Company, each hereby certifigsrsuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, to the best of his knowledge, that:

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

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

/SIHANS HELMERICH /SIJUAN PABLO TARDIO
Hans Helmerict Juan Pablo Tardi
Chief Executive Office Chief Financial Officel

May 5, 201C May 5, 201C




