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

(in thousands, except share and per share amounts)

ITEM 1. FINANCIAL STATEMENTS

ASSETS
Current asset:
Cash and cash equivalel
Short term investmen
Accounts receivable, less reserve of $2,001 at Maic 2007 and $2,007 at September 30, :
Inventories
Deferred income ta
Assets held for sal
Prepaid expenses and other
Total current assets

Investment:
Property, plant and equipment, |
Other assets

Total assets

LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:
Notes payabli
Accounts payabl
Accrued liabilities
Long-term debt due within one year
Total current liabilities

NonCurrent liabilities
Long-term notes payabl
Deferred income taxe
Other
Total noncurrent liabilities

Shareholder equity:
Common stock, $.10 par value, 160,000,000 shateer@red, 107,057,904 shares iss
Preferred stock, no par value, 1,000,000 shardé®emed, no shares issu
Additional paic-in capital
Retained earning
Accumulated other comprehensive incc
Treasury stock, at cost
Total shareholders’ equity

Total liabilities and shareholders’ equity

The accompanying notes are an integral part okteegements.

Unaudited

March 31, September 30

2007 2006
$ 89,14C $ 33,852
344 48,67:
304,48¢ 289,47¢
26,02t 26,16¢
11,301 10,16¢
— 4,234
32,72¢ 16,11¢
464,02 428,691
206,01: 218,30¢
1,807,96! 1,483,13¢
6,537 4,57¢€
$ 2,48453 $ 2,134,71.
$ $ 3,721
116,61: 138,75(
106,12( 97,077
25,00( 25,00(
247,73: 264,54¢
330,00( 175,00(
294,75¢ 269,91¢
42 ,91¢ 43,35%
667,67 488,27:
10,70¢€ 10,70¢€
138,93¢ 135,50(
1,423,48¢ 1,215,12°
59,74¢ 69,64t
(63,746) (49,086)
1,569,13: 1,381,89:
$ 2,484,53° $ 2,134,71.




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

Three Months Ended Six Months Ended
March 31, March 31,
2007 2006 2007 2006
Operating revenue:

Drilling — U.S. Land $269,14t $193,66¢ $539,04¢ $ 366,427
Drilling — U.S. Offshore 24,062 33,70: 55,04¢ 63,22:
Drilling — Internationa 76,591 61,117 159,20¢ 111,37«
Real Estate 2,73€ 2,34z 5,637 5,19¢

372,53¢ 290,83( 758,93¢ 546,21¢

Operating costs and othe

Operating costs, excluding depreciat 199,45¢ 156,80( 398,92: 297,39¢
Depreciatior 32,952 23,38t 63,10: 46,30¢
General and administrati\ 13,35( 13,957 23,96: 25,89t
Gain from involuntary conversion of lo-lived asset: (5,170 — (5,170 —
Income from asset sales (32,336 (3,563  (32,822) (4,53€6)
208,25: 190,57¢ 447,997 365,06
Operating income 164,28« 100,25 310,93¢ 181,15¢
Other income (expense
Interest and dividend incon 1,034 2,45¢€ 2,27¢ 4,98€
Interest expens (1,913 (1,946 (2,832 (4,52€)
Gain on sale of investment securit 177 — 26,514 2,72C
Other 66 27 130 (486)
(636) 537 26,09C 2,694
Income before income taxes and equity in incomaffilfate 163,64¢ 100,78¢ 337,02¢ 183,84¢
Income tax provisiol 59,33¢ 38,24( 123,43¢ 71,04z
Equity in income of affiliate net of income taxes 2,551 2,02t 4,05 2,58C
NET INCOME $106,86. $ 64,577 $217,647 $115,38;
Earnings per common sha
Basic $ 104 $ 062 $ 211 $ 111
Diluted $ 102 $ 061 $ 208 $ 1.0¢
Weighted average shares outstand
Basic 103,23¢ 104,627 103,27¢ 104,30:
Diluted 104,83: 106,11« 104,841 105,771
Dividends declared per common sh $ 0.045C $0.0412¢ $ 0.090C $ 0.082¢

The accompanying notes are an integral part oktetements.




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

OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciatior
Non-cash charges, n
Equity in income of affiliate before income tay
Stoclk-based compensatic
Gain on sale of investment securit
Gain from involuntary conversion of lo-lived asset:
Gain on sale of asse
Othel-net
Deferred income tax expen
Change in assets and liabilit-
Accounts receivabl
Inventories
Prepaid expenses and otl
Accounts payabl
Accrued liabilities
Deferred income taxe
Other noncurrent liabilities

Net cash provided by operating activities

INVESTING ACTIVITIES:
Capital expenditure
Purchase of investmer
Insurance proceeds from involuntary conver:
Proceeds from sale of investme
Proceeds from asset sa
Other
Net cash used in investing activities

FINANCING ACTIVITIES:
Repurchase of common sta
Decrease in notes payal
Increase in lon-term debt
Decrease in bank overdri
Dividends paic
Proceeds from exercise of stock optir
Excess tax benefit from stock-based compensation
Net cash provided by financing activities

Net increase (decrease) in cash and cash equis

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

The accompanying notes are an integral part obteegements.

Six Months Ended

March 31,
2007 2006
$217,647 $115,38%
63,10¢ 46,30¢
99 —
(6,540) (4,161)
3,56(C 6,587
(26,376 (2,584)
(5,170 —
(32,827) (4,536)
- (769)
27,35¢ 7,317
(21,115 (30,796
140 (2,684)
(18,56¢) (8,849)
34,92( 4,74¢
8,792 5,984
2,41€ 3,20t
(1,577) 2,642
245 ,86¢ 137,80(
(433,900 (170,900
— (83,010
5,17C —
84,81z 5,06C
37,947 7,923
214 —
(305,757 (240,92))
(17,627 —
(3,721 —
155,00( —
(10,19%) —
(9,311) (8,624)
872 11,86(
155 6,294
115,17¢ 9,53C
55,287 (93,597
33,85¢ 288,75:
$ 89,14C $195,15¢




HELMERICH & PAYNE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENT OF SHAREHOLDERS@ITY
(in thousands, except per share amounts)

Accumulated

Additional Other Total
Common Stock Paid-In Retained Comprehensive Treasury Stock Shareholders
Shares Amount Capital Earnings Income Shares Amount Equity
Balance, September 30, 2006 107,05¢ $ 10,70€ $ 135,500 $ 1,215,12° $ 69,64t 3,18¢ $ (49,086)$ 1,381,89:
Comprehensive Incom:
Net Income 217,647 217,647
Other comprehensive income,
Unrealized losses on available-for-
sale securities, net of realized gains
included in net income of $16,438
(net of $10,075 income ta (9,897) (9,897
Total Comprehensive income 207,75(C
Cash dividends ($0.09 per sha (9,285) (9,285)
Exercise of stock optior (327) (74) 1,199 872
Tax benefit of stock-based awards,
including excess tax benefits of $1 201 201
Repurchase of common sto 682 (15,85¢) (15,85¢)
Stock-based compensation 3,56C 3,56C
Balance, March 31, 2007 107,05¢ $ 10,70€ $ 138,93 $ 1,423,48¢ $ 59,74¢ 3,797 $ (63,746\$ 1,569,13:

The accompanying notes are an

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

Basis of Presentation

The accompanying unaudited consolidated condersaddal statements have been prepared in accadaitit 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 thesotidated financial statements and notes thernetioed Company 2006 Annual Repo
on Form 10-K and other current filings with the Gaission. In the opinion of management, all adjwstta, consisting of those of a
normal recurring nature, necessary to presenyftid results of the periods presented have bexduded. The results of operations for
the interim periods presented may not necessagiipdhicative of the results to be expected forftlileyear.

All prior period common stock and applicable shamnd per share amounts have been retroactivelytadjts reflect a 2-for-1 split of the
Company’s common stock effective June 26, 2006.

Earnings per Share

Basic earnings per share is based on the weighterdge number of common shares outstanding dunmgeériod. Diluted earnings per
share includes the dilutive effect of stock optiansl restricted stock.

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

Three Months Ended Six Months Ended
March 31, March 31,
2007 2006 2007 2006

Basic weighted average shares 103,23¢ 104,627 103,27¢ 104,30:
Effect of dilutive shares

Stock options and restricted stock 1,59z 1,487 1,565 1,46¢

Diluted weighted average shares 104,83 106,11« 104,841 105,771

For the three months ended March 31, 2007, optmpsirchase 605,511 shares of common stock westamuating but were not included
in the computation of diluted earnings per shdnelusion of these shares would be antidilutive.

For the six months ended March 31, 2007, optiommutchase 1,332,036 shares of common stock westaoding but were not included
in the computation of diluted earnings per shdnelusion of these shares would be antidilutive.

For the three and six months ended March 31, 28106ptions outstanding were included in the corapian of diluted earnings per sh:
Inventories

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




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

4. Investments

The following is a summary of available-feale securities, which excludes those accountedrfder the equity method of accounting,
investment in a limited partnership carried at @sl assets held in a Non-qualified Supplementah8a Plan. The investment in the
limited partnership carried at cost was $12.4 grillat March 31, 2007 and September 30, 2006. Ftraated fair value of the
investments carried at cost was $17.0 million abdl% million at March 31, 2007 and September 30620@espectively. The assets held
in the Non-qualified Supplemental Savings Planvalaed at fair market which totaled $7.0 million\drch 31, 2007 and $5.9 million at
September 30, 2006. The recorded amounts for imezgs accounted for under the equity method adeB3@illion and $58.3 million at
March 31, 2007 and September 30, 2006, respectively

Gross Gross Est.
Unrealized Unrealized Fair
Cost Gains Losses Value
(in thousands)
Equity Securities 03/31/C $ 1539¢ $ 106,41C $ — $ 121,80¢
Equity Securities 09/30/C $ 1941 $ 12249( $ (115) $ 141,78t

5. Sale of Investment Securities

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

Three Months Ended Six Months Ended
March 31, March 31,
2007 2006 2007 2006
After-tax gain (loss) $ 109 $ — $ 1629t $ 1,721
Earnings per diluted sha $ —  $ — $ 015 $ 0.02
6. Comprehensive Income
Comprehensive income, net of related tax, is devial (in thousands):
Three Months Ended Six Months Ended
March 31, March 31,
2007 2006 2007 2006
Net Income $ 106,861 $ 64,57: $ 217,647 $ 115,381
Other comprehensive incorr
Net unrealized gain (loss) on securities 6,34C 23,012 (9,897) 31,25¢
Total comprehensive income $ 113,201 $ 87,58t $ 207,75( $ 146,64

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

March 31, September 30
2007 2006
Unrealized gain on securities, net $ 65,974 $ 75,871
Minimum pension liability (6,226) (6,22€)
Accumulated other comprehensive income $ 59,74¢ $ 69,64¢




7.

10.

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

Financial Instruments

At September 30, 2006, the Company’s short-terrestments consisted primarily of auction rate séiegrclassified as available-for-
sale. During the six months ended March 31, 266 Company sold $48.3 million in auction rate sgi@s with no realized gains or
losses. There were no sales of auction rate sesuin the second quarter of fiscal 2007. Theeeds of those sales are included in the
sale of investments under investing activitieslen€onsolidated Condensed Statements of Cash Flows.

Derivative Financial Instruments

During the three months ended March 31, 2007, tvagany entered into two written option transactishéch expire May 19, 2007.

The Company’s objective with a written option isoatimize earnings from the Company’s portfoliceehilable-for-sale securities. An
amount equal to the premium received by the Compamthe option is recorded as a liability andudsequently marked-tmarket at th
end of each accounting period with the resultsuighet! in net income. Premiums received from writipgjons that expire unexercised
treated by the Company on the expiration date @i esl gains from investments. If a call optiomi®rcised, the premium is added to the
proceeds from the sale of the underlying secunitgdtermining whether the Company has realizedraggdoss. As the writer of an
option, the Company bears the market risk of amavorable change in the price of the security uryiteglthe written option.

The Company received a premium of approximatel $@illion. At March 31, 2007, the fair value oftloptions was approximately
($0.3) million and accordingly, the Company recarda expense of $0.084 million. The adjustmefiitovalue is included as an other
non-operating expense on the Consolidated CondeSts¢eiments of Income and a non-operating, non-itashin the Consolidated
Condensed Statements of Cash Flows.

Cash Dividends

The $0.045 cash dividend declared December 5, 2086 paid March 1, 2007. On March 7, 2007, a casHehd of $0.045 per share
was declared for shareholders of record on May2067, payable June 1, 2007.

Stock-Based Compensation

The Company has two plans providing for commonisttased awards to employees and to non-employeetdis. The plans permit
the granting of various types of awards includitark options and restricted stock awards. Resttistock may be granted for no
consideration other than prior and future servicBse purchase price per share for stock optionsmabe less than market price of the
underlying stock on the date of grant. Stock aygtiexpire ten years after grant. Vesting requirgmare determined by the Human
Resources Committee of the Company’s Board of Borec Readers should refer to Note 6 of the cathatad financial statements in the
Company’s Annual Report on Form 10-K for the fispahr ended September 30, 2006 for additional inétion related to these stock-
based compensation plans.

In October 2005, the Company adopted SFAS 123(Rar&Based Payment” using a modified prospectiydiGgiion. The Company
uses the Black-Scholes formula to estimate theevafistock options granted. The fair value ofdp&ons is amortized to compensation
expense on a straight-line basis over the requssiteice periods of the stock awards, which areegaly the vesting periods. The
Company has the right to satisfy option exercisesftreasury shares and from authorized but unisshares.




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

During the six months ended March 31, 2007, the @aomg repurchased 681,900 shares of its common atauk aggregate cost of $15.9
million. The Company may repurchase additionatehaf its common stock during fiscal 2007 if theu® price is favorable.

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

Three Months Ended Six Months Ended
March 31, March 31,
2007 2006 2007 2006

Compensation expen
Stock options 138z $ 355€$% 2,89C $ 6,18C
Restricted stock 343 311 670 407

&

$ 1728 $ 386°$% 356C $ 6,587
After-tax stock based compensation $ 1,06 $ 2,39t$ 2,207 $ 4,084
Per basic share $ 01l % 0:$ 02 % .0
Per diluted share $ 01 $ .0:$ 02 $ .0
Cash received from exercise of stock options $ 401 $ 814:'$ 872 $ 11,86(

In December 2005, the Company accelerated thengestishare options held by a senior executive keliced. As a result of that
modification, the Company recognized additional pensation expense of $2.2 million and $3.1 milliespectively, for the three and
months ended March 31, 2006.

STOCK OPTIONS

The following summarizes the weightaslerage assumptions utilized in the model for tinee and six months ended March 31, 2007
2006:

2007 2006
Risk-free interest rate 4.6% 4.5%
Expected stock volatilit 35.89% 36.9%
Dividend yield 7% .5%
Expected term (in year 5.5 5.2

Risk-Free Interest RateThe risk-free interest rate is based on U.S. Sugasecurities for the expected term of the option

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

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

Company estimates the expected term of optiongepdrased on historical experience with grantsexaaicises.

10




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

(Unaudited)
A summary of stock option activity under the Planthe three months ended March 31, 2007 and Z0pfesented in the following
tables:
Weighted-

Weighted- Average Aggregate

Average Remaining Intrinsic
March 31, 2007 Shares Exercise Contractual Value
Options (in thousands) Price Term (in thousands)
Outstanding at January 1, 20 6,307 $ 15.72
Granted 2 27.4~
Exercisec (33) 12.0z
Forfeited/Expired (5) 28.9C
Outstanding at March 31, 2007 6,271 $ 15.74 5.98 § 91,551
Vested and expected to vest at March 31, 2007 6,20¢ $ 15.67 595 $ 91,322
Exercisable at March 31, 2007 456C $ 12.7¢ 498 $ 80,30<

Weighted-

Weighted- Average Aggregate

Average Remaining Intrinsic
March 31, 2006 Shares Exercise Contractual Value
Options (in thousands) Price Term (in thousands)
Outstanding at January 1, 20 6,807 $ 13.9¢
Granted — —
Exercisec (668) 12.1¢
Forfeited/Expired (2) 13.87
Outstanding at March 31, 2006 6,137 $ 14.1 6.18 $ 63,73¢
Vested and expected to vest at March 31, 2006 6,10¢ $ 14.0 6.1¢ $ 63,667
Exercisable at March 31, 2006 4,34¢ $ 11.8 521 $ 50,13¢

A summary of stock option activity under the Planthe six months ended March 31, 2007 and 20féeisented in the following table:

Outstanding at October 1,
Granted

Exercisec
Forfeited/Expired
Outstanding on March 31,

Six Months Ended March 31,

2007 2006
Weighted- Weighted-
Shares Average Shares Average
(in Exercise (in Exercise
thousands) Price thousands) Price
561¢ $ 14.24 6,48¢ $ 12.2¢
731 26.9C 640 29.6€
(74) 10.62 (987) 12.02
(5) 28.9C (4) 13.1€
6,271 $ 15.72 6,137 $ 14.14

11




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

The weighted-average fair value of options graimetie first quarter of fiscal 2007 was $10.36 &melweighted-average fair value of
options granted in the second quarter of fiscalr208s $9.11. The weighted-average fair value tibap granted in the first quarter of
fiscal 2006 was $11.62. No options were grantetiégnsecond quarter of fiscal 2006.

The total intrinsic value of options exercised dgrthe three and six months ended March 31, 2067882 million and $1.0 million,
respectively. The total intrinsic value of optiaercised during the three and six months endedtvizl, 2006 was $16.7 million and
$22.4 million, respectively.

As of March 31, 2007, the unrecognized compensaiih related to the stock options was $13.4 millidhat costs is expected to be
recognized over a weighted-average period of 2a8sye

RESTRICTED STOCK

Restricted stock awards consist of the Companyisngon stock and are time vested over 3-5 years. Cimpany recognizes
compensation expense on a straight-line basistbeeresting period. The fair value of restricteatk awards is determined based on the
closing trading price of the Company’s shares engitant date. The weighted-average grant-datedtie of shares granted for the six
months ended March 31, 2007 and 2006 was $26.982Mm@4, respectively. No shares were granteddarsecond quarter of fiscal 2007
and 2006.

A summary of the status of the Compangestricted stock awards as of March 31, 2007280é, and changes during the six months
ended are presented below:

Six months ended March 31

2007 2006
Weighted- Weighted-
Average Average
Shares Grant-Date Shares Grant-Date
Restricted Stock Awards (in thousands) Fair Value (in thousands) Fair Value
Unvested at October 213 % 29.57 10 $ 16.01
Granted 27 26.9C 203 30.24
Vested — — — —
Forfeited — — — —
Unvested at March 31, 240 $ 29.27 213 $ 29.57

All grants of restricted stock awards shown intdigde above were in the first quarter of that fisesar.

As of March 31, 2007, there was $5.3 million oftainrecognized compensation cost related to uedesstricted stock options granted
under the Plan. That cost is expected to be rézedmver a weighted-average period of 3.8 years.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)
11. Notes Payable and Long-term Debt

At March 31, 2007, the Company had the followingetured long-term debt outstanding:

Maturity Date Interest Rate
Fixed rate debi
August 15, 200 5.51% $ 25,000,00!
August 15, 200! 5.91% 25,000,001
August 15, 201. 6.46% 75,000,001
August 15, 201« 6.56% 75,000,00¢
Senior credit facility
December 18, 2011 5.67% 155,000,00!
$ 355,000,00
less long-term debt due within one year (25,000,001
Long-term debt $ 330,000,000

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

On December 18, 2006, the Company entered intgerement with a multi-bank syndicate for a fiwear, $400 million senior unsecu
credit facility. The Company anticipates that thajority of all of the borrowings over the life thfe facility will accrue interest at a
spread over LIBOR. The Company will also pay a notment fee based on the unused balance of thiityacThe spread over LIBOR
as well as the commitment fee will be determinezbating to a scale based on a ratio of the Comsatoyal debt to total capitalization.
The LIBOR spread will range from .30 percent to p#cent depending on the ratios. At March 31,72@i%e LIBOR spread on
borrowings was .35 percent and the commitment f&& @75 percent per annum.

Financial covenants in the facility require the Quamy to maintain a funded leverage ratio (as ddji¢ less than 50 percent and an
interest coverage ratio (as defined) of not leas .00 to 1.00. The new facility contains additibterms, conditions, and restrictions
that the Company believes are usual and customargsecured debt arrangements for companies thairailar in size and credit
quality. At closing, the Company transferred twtidrs of credit totaling $20.9 million to the fiitgi that remained outstanding at March
31, 2007. As of March 31, 2007, the Company h&b3$illion borrowed against the facility. The adearbears interest at 5.67 percent.
Subsequent to March 31, 2007, the outstanding tmgs were reduced by $10 million.

In conjunction with the $400 million senior unseedicredit facility, the Company entered into areagnent with a single bank to amend
and restate the previous unsecured line of creafit 50 million to $5 million. Pricing on the andwd line of credit is prime minus 1.75
percent. The covenants and other terms and conditire similar to the aforementioned senior cffaditity except that there is no
commitment fee. At March 31, 2007, the Company madutstanding borrowings against this line.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Income Taxes

The Company’s effective tax rate was 36.6 peraettié first six months of fiscal 2007, compare®8d6 percent in the first six months
of fiscal 2006. The effective tax rate for the thraonths ended March 31, 2007 and 2006 was 36cgmteaind 37.9 percent, respective
The effective rate differs from the U.S. federaltgtory rate of 35.0 percent primarily due to statd foreign taxes.

Contingent Liabilities and Commitments

In conjunction with the Company’s current drilling construction program, purchase commitmenteépipment, parts and supplies of
approximately $205.2 million are outstanding at 8teB1, 2007.

Various legal actions, the majority of which arisghe ordinary course of business, are pendirfge Gompany maintains insurance
against certain business risks subject to cerwiluctibles. None of these legal actions are eggecthave a material adverse effect on
the Company’s financial condition, cash flows @sults of operations.

Segment Information

The Company operates principally in the contraittirty industry. The Company’s contract drilling §iness includes the following
operating segments: U.S. Land, U.S. Offshore,latetnational. The contract drilling operationssist mainly of contracting Company-
owned drilling equipment primarily to major oil agds exploration companies. The Company’s primraggrnational areas of operation
include Venezuela, Colombia, Ecuador, other SoutteAcan countries and Africa. The Internationatmions have similar services,
have similar types of customers, operate in a stersi manner and have similar economic and regylatwaracteristics. Therefore, the
Company has aggregated its International operatido®ne reportable segment. The Company als@ fieal Estate segment whose
operations are conducted exclusively in the metitgpoarea of Tulsa, Oklahoma. The key areas efatpn include a shopping center
and several multi-tenant warehouses. Each regersalgment is a strategic business unit which isaged separately. Other includes
investments and corporate operations.

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

* revenues from external and internal customers
» direct operating costs
*  depreciation and
» allocated general and administrative costs
but excludes corporate costs for other depreciatimome from asset sales and other corporate ia@d expense.

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

14




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

Segment operating income for all segments is a@AAP financial measure of the Company’s performamaset excludes general and
administrative expenses, corporate depreciatimone from asset sales and other corporate incochexgense.

The Company considers segment operating income smbmportant supplemental measure of operatirfgnpeance by presenting
trends in the Company’s core businesses. Thisune#sused by the Company to facilitate periogh¢oiod comparisons in operating
performance of the Company’s reportable segmerttseimggregate by eliminating items that affect garability between periods. The
Company believes that segment operating incomsdfilito investors because it provides a meansdluate the operating performance
of the segments and the Company on an ongoing bsisig criteria that are used by our internal denisnakers. Additionally, it
highlights operating trends and aids analytical parisons. However, segment operating income hatations and should not be use!
an alternative to operating income or loss, a parémce measure determined in accordance with GAAR,excludes certain costs that
may affect the Company’s operating performanceiiargé periods.

Summarized financial information of the Companygpartable segments for the six months ended MatcR@7, and 2006, is shown in
the following tables:

Segment
External Inter - Total Operating
(in thousands) Sales Segmeni Sales Income
March 31, 2007
Contract Drilling:
U.S. Land $ 539,04 $ — $ 539,04t 3$ 228,19(
U.S. Offshore 55,04¢ — 55,04¢ 7,88¢
International 159,20 — 159,20 47,244
753,29¢ — 753,29¢ 283,32:
Real Estate 5,637 405 6,042 2,42¢
758,93t 405 759,34( 285,751
Eliminations (405) (405) —
Total $ 758,93 $ — $ 758,93t $ 285,75]
Segment
External Inter - Total Operating
(in thousands) Sales Segmeni Sales Income
March 31, 2006
Contract Drilling:
U.S. Land $ 366,42: $ — $ 366,42: $ 153,86¢
U.S. Offshore 63,22: — 63,22: 12,48(
International 111,37 — 111,37 22,41¢
541,01¢ — 541,01¢ 188,76:
Real Estate 5,19¢ 394 5,59: 2,17¢
546,21¢ 394 546,61 190,941
Eliminations — (394) (394) —
Total $ 546,21¢ $ — $ 546,21¢ $ 190,941
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Summarized financial information of the Companypartable segments for the three months ended March007, and 2006, is shown
in the following tables:

Segment

External Inter - Total Operating
(in thousands) Sales Segmeni Sales Income
March 31, 2007
Contract Drilling:
U.S. Land $ 269,14 $ — $ 269,14t $ 109,78
U.S. Offshore 24,062 — 24,062 2,19¢€
International 76,591 — 76,591 21,481
369,79¢ — 369,79¢ 133,461
Real Estate 2,73¢ 207 2,94k 961
372,53¢ 207 372,74: 134,42:
Eliminations — (207) (207)
Total $ 37253 $ — $ 37253t $ 134,42
Segment
External Inter - Total Operating
(in thousands) Sales Segmeni Sales Income
March 31, 2006
Contract Drilling:
U.S. Land $ 193,66¢ $ — $ 19366¢ $ 82,877
U.S. Offshore 33,70¢ — 33,70¢ 7,36¢
International 61,117 — 61,117 13,112
288,48¢ — 288,48¢ 103,35¢
Real Estate 2,34z 202 2,544 726
290,83( 202 291,03: 104,08¢
Eliminations — (202) (202 —
Total $ 290,83( $ — $ 290,83( $ 104,08/
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT

(Unaudited)

The following table reconciles segment operatirgpine per the table above to income before incomestand equity in income of affiliate

reported on the Consolidated Condensed StatemEhtsame.

Segment operating incon

Gain from involuntary conversion of lo-lived asset:

Income from asset sal

Corporate general and administrative costs andocatp depreciation
Operating income

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

Income before income taxes and equity in incomaffifate

Total Assets
U.S. Land
U.S. Offshore
International

Real Estatt
Other

17

Three Months Ended Six Months Ended
March 31, March 31,
2007 2006 2007 2006
(in thousands)

$134,42: $104,08: $28575] $ 190,941
5,17C — 5,17C —
32,33¢ 3,562 32,82: 4,53€
(7,644) (7,396) (12,805 (14,322
164,28. 100,25 _ 310,93¢ 181,15

1,034 2,45€ 2,27¢ 4,98€
(1,919 (1,946 (2,832  (4,526)
177 — 26,51 2,72C
66 27 130 (486)
(636) 537 26,00 2,694

$ 163,64¢ $100,78¢ $ 337,02¢ $ 183,84¢

March 31, September 30
2007 2006
(in thousands)

$ 1,734,290 $ 1,356,81

108,65¢ 110,19:
292,24 311,60¢
2,135,19: 1,778,61«
30,43¢ 30,62¢
318,90¢ 325,47

$ 2,484,53] $ 2,134,71




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

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

Three Months Ended Six Months Ended
March 31, March 31,
2007 2006 2007 2006
(in thousands)

Operating revenue

United State: $ 29594t $ 229,71 $ 599,73( $ 434,84«
Venezuele 22,832 19,067 46,73z 36,42:
Ecuador 25,591 21,94¢ 52,54t 41,06(
Other Foreign 28,162 20,101 59,92¢ 33,891

Total $ 37253¢ $ 290,83( $ 758,93t $ 546,21¢

15. Pensions and Other Post-retirement Benefits
The following provides information at March 31, 20&8nd 2006 as to the Company-sponsored domestieeddfenefit pension plan.

Components of Net Periodic Benefit Cost

Three Months Ended Six Months Ended
March 31, March 31,
2007 2006 2007 2006
(in thousands)
Service Cos $ — $ 1,021 $ — $ 2,04z
Interest Cos 1,21¢ 1,21C 2,43z 2,42C
Expected return on plan ass (1,287) (1,239 (2,562) (2,46¢)
Recognized net actuarial loss 35 219 70 438
Net pension expen: $ 300 $ 121 $ (60) $ 2,432
Plan Assets
The weighted-average asset allocations for theipeman by asset category follow:
At March 31, 2007 2006
Asset Categor
Equity Securities 77.2% 84.6%
Debt Securitie: 20.5% 13.8%
Real Estate and Other 2.3% 1.5%
Total 100.C% 100.C%

Employer Contributions

The Company does not anticipate that it will beuregg to fund the Pension Plan in fiscal 2007. de&r, the Company expects to make
discretionary contributions to fund distributiomslieu of liquidating pension assets. The Compastimates contributing $3.0 million in
fiscal 2007. Through March 31, 2007, the Compaay tontributed $1.0 million to the Pension Plan.

Foreign Plan

The Company maintains an unfunded pension plaménod the international subsidiaries. Pension egpavas approximately $67,000

and $93,000 for the three months ended March 317 2@d 2006, respectively. Pension expense wasxpptely $157,000 and
$185,000 for the six months ended March 31, 20@7 2006, respectively.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Risk Factors

The Company derives its revenue in Venezuela fretmiieos de Venezuela, S.A. (PDVSA), the Venezustare-owned petroleum
company. The net receivable from PDVSA, as distdaa the Company’s 2006 Annual Report on Form 10+&s approximately $66
million at December 1, 2006. At March 31, 200% et receivable was $30 million, a reduction duedilections from PDVSA. As of
May 1, 2007, the net receivable from PDVSA was apipnately $39 million. With the collection of ttanounts due, all prior short-term
borrowings from two local banks in Venezuela hagerbpaid.

Gain Contingencies

In August 2005, the Company’s Rig 201, which op=sain an operator’s tensiteg platform in the Gulf of Mexico, lost its entiderrick
and suffered significant damage as a result oficlme Katrina. The rig was insured at a value dipgroximated replacement cost.
Capital costs incurred in conjunction with any riepavill be capitalized and depreciated in accoogawith the Company’s accounting
policies. Insurance proceeds of approximately $3lon were received in fiscal 2006. These pexteapproximated the net book ve
of equipment. During the six months ended March2BD7, additional insurance proceeds of approxitp&e.2 million were received
and recorded as gain from involuntary conversioloogived assets in the Consolidated Statements ofniiecad\dditional claims will b
submitted and as received, will also be recorddd@sne. Insurance proceeds are included in thes@lated Statements of Cash FI
under investing activities. At this time, it ispected the entire amount of insurance proceedsnoialye received until fiscal 2008. The
Company anticipates the rig returning to servicerdufiscal 2007.

Recently Issued Accounting Standards

In February 2007, the Financial Accounting Standd@dard (“FASB”) issued SFAS No. 15Bhe Fair Value Option for Financial Assets
and Financial Liabilities-Including an amendmentFASB Statement No. 11SFAS No. 159 permits entities to choose to meaniangy
financial instruments and certain other items atalue. SFAS No. 159 is effective as of the begig of an entity’s first fiscal year that
begins after November 15, 2007. The Company iseatly evaluating the potential impact, if any, #ooption of SFAS No. 159 will
have on its financial statements.

In September 2006, the Financial Accounting Stashsi&oard (“FASB”) issued SFAS No. 138nployers’ Accounting for Defined
Benefit Pension and Other Postretirement Benefih®(SFAS 158). SFAS 158 requires companies to reeeghie overfunded or
underfunded status of a defined benefit postretir@rplan as an asset or liability in its statenodriinancial position. This statement is
effective for financial statements as of the enfisufal years ending after December 15, 2006. Gtmmpany’s pension plan was frozen
on September 30, 2006, and as a result, the Contpngffectively reflected the funded status offifam in the Consolidated Balance
Sheets; therefore, SFAS 158 will have no impaatamsolidated financial statements.

In September 2006, the Financial Accounting Stassl&oard (“FASB”) issued SFAS No. 157air Value Measurements SFAS No.
157 defines fair value, establishes a frameworkrfeasuring fair value and expands disclosures dhoutalue measurements. This
statement is effective for financial statementaeéssfor fiscal years beginning after November &7 and interim periods within those
fiscal years. The Company is currently evaluaBfghS No. 157 to determine the impact, if any, srfiitancial statements.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

In June, 2006, the Financial Accounting Standardiar® (“FASB”) issued Interpretation No. 48counting for Uncertainty in Income
Taxes-an interpretation of FASB Statement No..1T8is interpretation prescribes a recognitiorshiold and measurement attribute for
the financial statement recognition and measurewieatax position taken or expected to be takemtiax return, and provides guidance
on derecognition, classification, interest and ftegg® accounting in interim periods, disclosuneg aransition. This interpretation is
effective for fiscal years beginning after Decemb®r2006. The Company is currently assessingntpact of this interpretation on the
financial statements.

Subsequent Events
Subsequent to March 31, 2006, the Company soldBGbares of an available-for sale security rasyiith a gain of approximately $3.4

million, $2.1 million after-tax. Proceeds from tbale were $3.8 million.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF MIANCIAL CONDITION
AND RESULTS OF OPERATIONS
March 31, 2007

RISK FACTORS AND FORWARD -LOOKING STATEMENTS

The following discussion should be read in conjiorctvith the consolidated condensed financial stetets and related notes included
elsewhere herein and the consolidated financitdstants and notes thereto included in the Comp&006 Annual Report on Form 10-K.
The Company'’s future operating results may be tgtbby various trends and factors, which are beybadCompany’s control. These
include, among other factors, fluctuations in naltgas and crude oil prices, expiration or termaraof drilling contracts, forfeiture of early
termination payments under fixed term contractstdusistained unacceptable performance, unsuctesdiection of receivables, including
Venezuelan receivables, inability to procure kgyadmponents, failure to timely deliver rigs wittd@pplicable grace periods, disruption to or
cessation of business of the Company'’s limited @mwuendors or fabricators, currency exchange losbasiges in general economic and
political conditions, adverse weather conditiorduding hurricanes, rapid or unexpected changéscimnologies, and uncertain business
conditions that affect the Company’s businessescoAdingly, past results and trends should notdael by investors to anticipate future
results or trends. The Company’s risk factorsmaoee fully described in the Company’s 2006 AnnuapBt on Form 10-K. No material
changes in the risk factors have occurred.

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

RESULTS OF OPERATIONS

Three Months Ended March 31, 2007 vs. Three MonthEnded March 31, 2006

The Company reported net income of $106.9 mill®h.Q2 per diluted share) from operating revenue&3@2.5 million for the second
quarter ended March 31, 2007, compared with neniecof $64.6 million ($0.61 per diluted share) froperating revenues of $290.8
million for the second quarter of fiscal year 2008et income for the second quarter of fiscal 2b@Tudes approximately $20.5 million
($0.20 per diluted share) of after-tax gains frowe $ale of assets. Net income for the secondeyuafrfiscal 2006 includes
approximately $1.1 million ($0.02 per diluted shavkafter-tax gains from the sale of assets. Adstuded in net income for the second
quarter of fiscal 2007 is approximately $3.3 milli¢b0.03 per diluted share) of after-tax gains fiomoluntary conversion of long-lived
assets.

The following tables summarize operations by bussreegment for the three months ended March 3%, 20 2006. Operating
statistics in the tables exclude the effects ddtaffe platform and international management cotgraad do not include
reimbursements of “out-of-pocket” expenses in reemexpense and margin per day calculations. &ecalculations for international
operations also exclude gains and losses froml&tams of foreign currency transactions. Segme@rating income is described in
detail in Note 14 to the financial statements.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION
AND RESULTS OF OPERATIONS
March 31, 2007

Three Months Ended March 31,

U.S. LAND OPERATIONS 2007 2006

(in thousands, except days and per day amount
Revenue: $ 269,14¢ $ 193,66¢
Direct operating expens 132,39¢ 92,051
General and administrative expel 3,151 3,908
Depreciation 23,813 14,832
Segment operating income $ 109,78: $ 82,871
Activity days 11,15€ 8,086
Average rig revenue per d. $ 23,032 $ 22,59
Average rig expense per d $ 10,77¢ $ 10,02¢
Average rig margin per de $ 12,25¢ $ 12,567
Rig utilization 97% 98%

U.S. LAND segment operating income increased t®® fillion for the second quarter of fiscal 20@impared to $82.9 million in the
same period of fiscal 2006. Revenues were $268libmand $193.7 million in the second quarteifistal 2007 and 2006,
respectively. Included in land revenues for the¢hmonths ended March 31, 2007 and 2006 are resmimants for “out-of-pocket”
expenses of $12.2 million and $11.0 million, resjwety. The $26.9 million increase in segment ofiagaincome was primarily the
result of increased activity days.

Average land rig revenue per day was $23,032 a@¢b$923 for the second quarter of fiscal 2007 andb208spectively. The increase in
average rig revenue per day was primarily due gbdni dayrates. Land rig utilization was 97 pereard 98 percent for the second
quarter of fiscal 2007 and 2006, respectively. d_gg activity days for the second quarter of fls?@07 were 11,156 compared with
8,086 for the same period of fiscal 2006, with aerage of 124.0 and 89.8 rigs working during theosd quarter of fiscal 2007 and
2006, respectively.

Average rig expense per day increased $748 to $4(@&r day at March 31, 2007 from $10,026 per ddwaach 31, 2006. Intense
demand for a quality labor force has elevated ghgral related costs.

Three Months Ended March 31,

U.S. OFFSHORE OPERATIONS 2007 2006

(in thousands, except days and per day amount
Revenue: $ 24,062 $ 33,70¢
Direct operating expens 17,74~ 21,82C
General and administrative expel 1,43¢ 1,82¢
Depreciation 2,684 2,68€
Segment operating income $ 2,19¢ $ 7,36¢
Activity days 522 699
Average rig revenue per d. $ 29,60: $ 39,707
Average rig expense per d $ 19,88¢ $ 23,64z
Average rig margin per de $ 9,71¢ $ 16,06¢
Rig utilization 64% 71%

U.S. OFFSHORE revenues include reimbursementsoia-6f-pocket” expenses of $3.6 million and $3.%iom for the three months ended
March 31, 2007 and 2006, respectively.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION
AND RESULTS OF OPERATIONS
March 31, 2007

Revenues, direct operating expenses, and segmeratimly income declined in the second quartersaffi2007 compared to the second
quarter of fiscal 2006 primarily as a result of @&sed activity days.

The Company sold two of its offshore rigs in thea®a quarter of fiscal 2007. At March 31, 200& @ompany has five of its nine platform
rigs working, three rigs waiting on location andeaiy stacked.

Three Months Ended March 31,

INTERNATIONAL OPERATIONS 2007 2006
(in thousands, except days and per day amount
Revenue! $ 76,591 $ 61,117
Direct operating expens: 48,66¢ 42,39¢
General and administrative expel 1,09€ 872
Depreciation 5,34¢€ 4,73%
Segment operating income $ 21,481 $ 13,112
Activity days 2,262 2,16C
Average rig revenue per d. $ 27,001 $ 22,97¢
Average rig expense per d $ 15,72z $ 15,00z
Average rig margin per de $ 11,27¢ $ 7,97€
Rig utilization 93% 89%

INTERNATIONAL DRILLING segment operating income ftine second quarter of fiscal 2007 was $21.5 mijJlmompared to $13.1
million in the same period of fiscal 2006. Rigliaition for international operations was 93 petdenthis year’'s second quarter,
compared with 89 percent for the second quartéscél 2006. During the quarter, an average of 2ig)s worked compared to an
average of 24.0 rigs in the second quarter of fid086. International revenues were $76.6 milliorthie second quarter of fiscal 2007,
compared with $61.1 million in the second quarfdiszal 2006. The increase in revenue is attabié to increased activity days and
increased dayrates. Included in Internationalmees for the three months ended March 31, 20022886 are reimbursements for “out-
of-pocket” expenses of $11.1 million and $6.8 railli respectively.

OTHER

General and administrative expenses decreasedtd #iillion in the second quarter of fiscal 2003nfr $14.0 million in the second
quarter of fiscal 2006. The $0.6 million decremsprimarily due to recording an additional $2.2liom of stock-based compensation
expense in the second quarter of fiscal 2006, dtleet Company accelerating the vesting of sharlesbdyea senior executive that

retired. This decrease is offset by increased eyaplt®enefits for all employees and higher corpdedier and operating expenses in the
second quarter of fiscal 2007 due to the numbengfloyees increasing.

Interest and dividend income decreased to $1.0omiih the second quarter of fiscal 2007 compaoe®25 million in the second quarter
of fiscal 2006. The $1.5 million decrease is htitable to a reduction in short-term investmends there used at maturity to meet the
capital needs associated with the FlexRig constmict

Interest expense was $1.9 million in the secondtguaf both fiscal 2007 and 2006. With the advanme credit facility, interest expense

before capitalized interest increased $1.3 mildaning the second quarter of fiscal 2007 compavatie second quarter of fiscal 2006.
Capitalized interest was $2.6 million and $1.3 imillfor the three months ended March 31, 2007 & 2respectively.

23




MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION
AND RESULTS OF OPERATIONS
March 31, 2007

Income from asset sales was $32.3 million in tloesé quarter of fiscal 2007, compared to $3.6 oiiliin the same period of fiscal 2006.
The increase of $28.7 million in the second quantdiscal 2007 is primarily due to the sale of tWdS. offshore rigs.

In the second quarter of fiscal 2007, the Compacpnded income of $5.2 million from involuntary eension of long-lived assets that
sustained significant damage as a result of hureid¢éatrina in 2005.

Six Months Ended March 31, 2007 vs. Six Months EndeMarch 31, 2006

The Company reported net income of $217.6 millié2.Q8 per diluted share) from operating revenuek’68.9 million for the six months
ended March 31, 2007, compared with net incomel@b® million ($1.09 per diluted share) from opigrgtrevenues of $546.2 million for t
first six months of fiscal year 2006. Net incoroe the first six months of fiscal 2007 includes RLéillion ($0.15 per diluted share) of after-
tax gains from the sale of available-for-sale sitiest Most of the sale of securities in fiscaDZGccurred in the first quarter. The proceeds
from the sale were used to repurchase 681,900ssbaf@ompany common stock for approximately $15ilan in October 2006 and fundi
capital expenditures. Gains in the second quaftiscal 2007 were due to a tender offer where¢bg,available-for-sale security became
privately owned. Net income for the first six masibf fiscal 2006 includes $1.7 million ($0.02 péuted share) of after-tax gains from the
sale of available-fosale securities. The proceeds from the sale afries in the six months ending March 31, 2006evgsed to fund capit
expenditures. Also included in net income is aftergains from the sale of assets of approxima&20.8 million ($0.21 per diluted share)
the six months ended March 31, 2007, comparedpmapnately $2.9 million of after-tax gains ($0.p8r diluted share) for the six months
ended March 31, 2006. Also included in net incdardiscal 2007 is approximately $3.3 million ($8.Per diluted share) of after-tax gains
from involuntary conversion of long-lived assets.

The following tables summarize operations by bussreegment for the six months ended March 31, 286@72006. Operating statistics in
tables exclude the effects of offshore platform mmternational management contracts, and do n@idecreimbursements of “out-of-pocket”
expenses in revenue, expense and margin per daylatédns. Per day calculations for internatiooaérations also exclude gains and losses
from translation of foreign currency transactiof®gment operating income is described in detalate 14 to the financial statements.

Six Months Ended March 31,

U.S. LAND OPERATIONS 2007 2006
(in thousands, except days and per day amount

Revenue: $ 539,04t $ 366,42:
Direct operating expens 259,75¢ 176,26¢
General and administrative expel 6,603 6,99C
Depreciation 44,49¢ 29,29¢
Segment operating income $ 228,19C $ 153,86¢
Activity days 21,704 16,121
Average rig revenue per d $ 23,61t  $ 21,39¢
Average rig expense per d $ 10,747 $ 9,608
Average rig margin per de¢ $ 12,86¢ $ 11,79¢
Rig utilization 98% 97%

U.S. LAND segment operating income in the firstsignths of fiscal 2007 increased to $228.2 milfiemm $153.9 million in the first
six months of fiscal 2006.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION
AND RESULTS OF OPERATIONS
March 31, 2007

Revenues were $539.0 million in the first six maenti fiscal 2007, compared with $366.4 million lretsame period of fiscal 2006. Included
in land revenues for the six months ended Marct28Q7 and March 31, 2006 are reimbursements fardbpocket” expenses of $26.5
million and $21.4 million, respectively. The $74xdllion increase in segment operating income wananily the result of higher land rig
margins and increased activity days.

The 9 percent increase in average rig margins wagpdmarily to higher dayrates in fiscal 2007. daig revenue days for the first six mor
of 2007 were 21,704 compared with 16,121 for theesperiod of 2006, with an average of 119.3 an@ 88s working during the first six
months of fiscal 2007 and 2006, respectively. iAoeease in rig days and average rigs workingtréhatable to new build rigs entering the
fleet in fiscal 2007.

Six Months Ended March 31,

U.S. OFFSHORE OPERATIONS 2007 2006

(in thousands, except days and per day amount
Revenue: $ 55,04¢ $ 63,22¢
Direct operating expens 38,84¢ 42,12¢
General and administrative expel 2,85€ 3,265
Depreciation 5,454 5,35C
Segment operating income $ 7,88¢ $ 12,48(
Activity days 1,11C 1,342
Average rig revenue per d. $ 34,48¢ $ 38,092
Average rig expense per d $ 22,012 $ 23,32¢
Average rig margin per de $ 12,47¢ $ 14,76¢
Rig utilization 68% 67%

U.S. OFFSHORE operating revenues, direct operatipgnses and segment operating income decreaséd ldueer activity. Included in
offshore revenues for the six months ended Mar¢t28Q7 and March 31, 2006 are reimbursements fat-66-pocket” expenses of $6.9
million and $7.2 million, respectively. Segmenecogting income decreased to $7.9 million in thst fix months of fiscal 2007 from $12.5
million in the first six months of fiscal 2006. Rdays were 1,110 and 1,343 for the first six mewthfiscal 2007 and 2006, respectively. The
decrease in days is due to two rigs working legsaal 2007 than fiscal 2006.

At March 31, 2007, the Company has five of its nitetform rigs working, three waiting on locationdaone rig stacked.

Six Months Ended March 31,

INTERNATIONAL OPERATIONS 2007 2006
(in thousands, except days and per day amount

Revenue: $ 159,20¢ $ 111,374
Direct operating expens 99,362 78,091
General and administrative expel 1,696 1,478
Depreciation 10,90z 9,391
Segment operating income $ 47,244 $ 22,41/
Activity days 4,628 4,188
Average rig revenue per d. $ 27,35¢ $ 21,674
Average rig expense per d $ 15,291 $ 14,281
Average rig margin per de $ 12,06: $ 7,398
Rig utilization 95% 86%
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INTERNATIONAL DRILLING segment operating income the first six months of fiscal 2007 was $47.2 roiflj compared to $22.4 million
in the same period of 2006. The increase in segoparating income is primarily the result of inesed rig activity and higher dayrates.
Segment operating income also benefited from aFlewRig being added to the international fleethaténd of fiscal 2006, increasing the
number of international rigs to twenty-seven. Riidjzation for international operations averagédp@rcent for the first six months of fiscal
2007, compared with 86 percent for the first sixwhs of fiscal 2006. An average of 25.6 rigs workiering the first six months of fiscal
2007, compared to 23.1 rigs in the first six morthBscal 2006. International revenues were $25%8illion and $111.4 million in the first s
months of fiscal 2007 and 2006, respectively. Therall increase in margins per day was primariby tbsult of dayrate increases in several
foreign markets. Included in International reveni@ the six months ended March 31, 2007 and 2086eimbursements for “out-of-pocket”
expenses of $23.6 million and $11.9 million, respedty.

Direct operating expenses for the first six momthfscal 2007 were up 27 percent from the firgtreionths of fiscal 2006 due to increased
activity days and inflationary pressures in theseilvice sector.

OTHER

General and administrative expenses decreasedH6 #tllion in the first six months of fiscal 206m $25.9 million in the first six months
of fiscal 2006. The $1.9 million decrease is priigadue to recording, in fiscal 2006, $2.2 milliof stock-based compensation expense due
to the Company accelerating the vesting of shatempheld by a senior executive that retired.

Interest and dividend income decreased to $2.3omilh the first six months of fiscal 2007, compate $5.0 million in the same period of
fiscal 2006. The $2.7 million decrease is attrétle to a reduction in short-term investments Wexie used at maturity to meet the capital
needs associated with the FlexRig construction.

Interest expense was $2.8 million and $4.5 milfemthe six months ended March 31, 2007 and 208$pactively. Interest expense is
primarily attributable to the $200 million long-terdebt in both periods and advances on the SemeatitG~acility in fiscal 2007. The
reduction in interest expense is due to capitalintetest of $7.9 million related to the Companygsconstruction program in fiscal 2007
compared to $6.4 million in fiscal 2006 and an @&ge in interest expense for advances on the Seredit Facility in fiscal 2007.

Income from the sale of investment securities va& S million, $16.3 million after-tax ($0.15 petuded share) in the first six months of
fiscal 2007. In the first six months of fiscal Z)ncome from the sale of investment securities 827 million, $1.7 million after-tax ($0.02
per diluted share). The gain in both periods wasifthe sale of available-for-sale investments.

Income from asset sales increased to $32.8 miltidhe first six months of fiscal 2007, comparedtb5 million in the same period of fiscal
2006. The increase of $28.3 million is primarilyedto the sale of two domestic offshore rigs in260mpared to the sale of one domestic
land rig in 2006.

In fiscal 2007, the Company recorded income of $8illon from involuntary conversion of long-liveaksets that sustained significant
damage as a result of hurricane Katrina in 2005.
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LIQUIDITY AND CAPITAL RESOURCES

Cash and cash equivalent balances increased tb $8#ion at March 31, 2007 from $33.9 million a¢ember 30, 2006. Contributing to the
increase in cash and cash equivalents were: nietprasided by operating activities of $245.9 mitljgproceeds from the sale of investment
securities of $84.8 million, proceeds from the sdlassets and insurance proceeds totaling $43libmincrease in long-term debt of $155.0
million, other investing of $0.2 million and casgteived from the exercise of stock options ancettuess tax benefit from stock-based
compensation of $1.0 million. The decreases irekabital expenditures of $433.9 million, repurehascommon stock of $17.6 million, a
reduction in bank overdraft of $10.2 million, paym®made on short-term notes payable of $3.7 mibind dividends paid of $9.3 million.

The Company’s contract drilling backlog, consistafdooth executed contracts with original termgxcess of one year and binding letters of
intent for contracts of similar duration, as of Adr, 2007 and October 31, 2006 was $2.034 bilhod $2.116 billion, respectively.
Approximately 84 percent of the April 1, 2007 bawkis not reasonably expected to be filled in fig&¥7. Term contracts customarily
provide for termination at the election of the amser with an “early termination payment” to be p&idhe Company if a contract is
terminated prior to the expiration of the fixednter However, under certain limited circumstanceshsas destruction of a drilling rig,
bankruptcy, sustained unacceptable performanceéZbmpany, or later delivery of a rig beyond dertmace and/or liquidated damage
periods, no early termination payment would be paithe Company. In addition, a significant amoeinthe backlog represents term
contracts for new rigs that will be constructedha future. The Company obtains certain key rigngonents from a single or limited number
of vendors or fabricators. Certain of these veadadifabricators are thinly capitalized independmarhpanies located on the Texas Gulf
Coast. Therefore, disruptions in rig componeniveeles may occur. Accordingly, the actual amouesenue earned may vary from the
backlog reported. See “Fixed Term Contract Riskitnited Number of Vendors”, “Thinly Capitalized Welors” and Operating and Weath
Risks” under Item “1A. Risk Factors” of the Comg&anAnnual Report on Form 10-K filed with the Seities and Exchange Commission on
December 13, 2006.

The following table sets forth the total backlogreportable segment as of April 1, 2007 and Oct83eR2006, and the percentage of the #
1, 2007 backlog not reasonably expected to belfilidiscal 2007:

Reportable Total Backlog Percentage Not Reasonabl
Segment 04/01/200° 10/31/200¢ Expected to be Filled in Fiscal 200

(in billions)
Land $ 1.88¢ $ 1.94¢ 84.0%
Offshore .078 .078 96.7%
International .070 .089 57.9%

$ 2.03¢ $ 2.11¢

During the six months ended March 31, 2007, the @om committed to build nine new FlexRigs. Theise nalong with the 66 rigs
announced in fiscal 2005 and 2006, brings the Caryipdaotal commitment to 75 new FlexRigs. Theldhd services are performed on a
daywork contract basis. Through March 31, 2007ig4 were completed for delivery, and 47 of thei§$ began field operations by March
31, 2007. The remaining rigs are expected to bepteted by the end of calendar 2007.

During fiscal 2006, labor and equipment shortagssilted in construction delays and increased castgared to initial schedules and
original cost estimates. Delivery schedules ofrtee rigs were pushed back to such a degree tigatiédivery contractual liqguidated damage
payments were incurred and are expected to bergttur
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for most of the remaining rigs. However, the imedrand projected liquidated damage payments mabaie expected to have, an immaterial
impact on revenues and margins. During the six hmahded March 31, 2007, 27 rigs were completeddbvery. At this time, the
Company does not anticipate any additional delagisexpects to maintain a delivery of three to fogs per month to the field.

Capital expenditures were $433.9 million and $176ildon for the first six months of fiscal 2007 &2006, respectively. Capital
expenditures increased from 2006 due to the Conipanyrent construction program of new FlexRigs.

The Company anticipates capital expenditures & tggproximately $750 million for fiscal 2007. Ilnded in the $750 million is
approximately $600 million to construct the newXR@s scheduled to be built in fiscal 2007. Curreagh and cash provided from operating
activities, together with funds available under ¢hedit facilities, are anticipated to be suffidiém meet the Company’s operating cash
requirements and estimated capital expenditurelyding rig construction, for fiscal 2007.

The Company'’s indebtedness totaled $355 millioMatch 31, 2007, as described in Note 11 to the Gateted Condensed Financial
Statements.

There were no other significant changes in the Gomis financial position since September 30, 2007.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

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

“ltem 7 (a). Quantitative and Qualitative DisclossirAbout Market Risk” in the Company’s 2006 AnnRabport on Form 10-K
filed with the Securities and Exchange Commissioiecember 13, 2006,

* Note 8 to the Consolidated Condensed FinanciaéBits contained in Item 1 of Part | hereof witharel to equity price risk is
incorporated herein by reference.

Note 11 to the Consolidated Condensed Financia®tnts contained in Item 1 of Part | hereof witard to interest rate risk is
incorporated herein by reference.

Note 16 to the Consolidated Condensed Financia®tnts contained in Item 1 of Part | hereof withard to credit risk is
incorporated herein by reference.

ITEM 4. CONTROLS AND PROCEDURES

As of the end of the period covered by this repmtevaluation was performed with the participatbthe Company’s management,
including the Chief Executive Officer and Chief &itial Officer, of the effectiveness of the desagual operation of the Compaydisclosur
controls and procedures. Based on that evalugtienCompany’s management, including the Chief Httee Officer and Chief Financial
Officer, concluded that the Company’s disclosunetieils and procedures were effective, as of Mafgi2B07, at ensuring that information
required to be disclosed by the Company in thertspbfiles or submits under the Securities ExaeAct of 1934 is recorded, processed,
summarized and reported within the time periodsi§ipe in the SEC’s rules and forms. There haverbeo changes in the Company’s
internal controls over financial reporting that ooed during the most recent fiscal quarter thaehaaterially affected, or are reasonably
likely to materially affect, the Company'’s interrmaintrols over financial reporting.

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

The Annual Meeting of Stockholders of Helmerich &Re, Inc. was held on March 7, 2007. ProxiesHfermeeting were solicited by and
behalf of the Board of Directors of Helmerich & PRay Inc., and there was no solicitation in oppogitio such solicitation. The matter
presented for vote received the following for arithield votes as noted below:

To elect three Directors comprising the class @&Etors of the Company known as the “First Class af three-year term expiring in
2010. Each of the nominees for directorship wastetl by the affirmative vote of a plurality of thleares of voted common stock.
The number of votes for and withheld from each &g respectively, were as follows: Hans Helme@6t381,155 for and
1,134,066 shares withheld; Paula Marshall 91,08Bf80and 446,921 shares withheld; and Randy At¢fg91,067,238 for and
447,984 shares withheld. There were no brokervates or other abstentions. The other Directorssghterm of office as Director
continued after the meeting are W.H. Helmerich,@lenn A. Cox, Edward B. Rust, Jr., William L. Astrong and John D. Zeglis.
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PART Il. OTHER INFORMATION
ITEM 6. EXHIBITS

The following documents are included as exhibitthts Form 10-Q. Those exhibits below incorporadigdeference herein are
indicated as such by the information supplied mphrenthetical thereafter. If no parentheticalesps after an exhibit, such exhibit is
filed or furnished herewith.

Exhibit
Number Description
10.1 First Amendment to Advisory Services Agreementdatarch 7, 2007 between Helmerich & Payne, Inc. @rdrge S. Dotson

(incorporated herein by reference to For-K of the Company filed on March 8, 200

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 Chiefnancial Officer Pursuant to 18 U.S.C. Section@, 2% Adopted Pursuant to
Section 906 of the Sarbar-Oxley Act of 2002
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisdeport to be signed
on its behalf by the undersigned thereunto dulhenzed.

HELMERICH & PAYNE, INC.
(Registrant

Date: May 8, 2007 By: /S/HANS C HELMERICH
Hans C. Helmerich, Preside

Date: May 8, 2007 By: /S/ DOUGLAS E. FEARS
Douglas E. Fears, Chief Financial Offic
(Principal Financial Officer

EXHIBIT INDEX

The following documents are included as exhibitthts Form 10-Q. Those exhibits below incorpordigdeference herein are
indicated as such by the information supplied ephrenthetical thereafter. If no parentheticalesps after an exhibit, such exhibit is
filed or furnished herewith.

Exhibit

Number Description

10.1 First Amendment to Advisory Services Agreementdatarch 7, 2007 between Helmerich & Payne, Inc. @edrge S. Dotson
(incorporated herein by reference to For-K of the Company filed on March 8, 200

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

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

32 Certification of Chief Executive Officer and Chiefnancial Officer Pursuant to 18 U.S.C. Section@, 2% Adopted Pursuant to

Section 906 of the Sarbar-Oxley Act of 2002
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EXHIBIT 31.1
CERTIFICATION
I, Hans Helmerich, certify that:
1. | have reviewed this report on FA®RQ of Helmerich & Payne, Inc.;

2. Based on my knowledge this repodsdnot contain any untrue statement of a matfacalor omit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the finansiatements, and other financial information ineldiéh this report, fairly present in
material respects the financial condition, resofteperations and cash flows of the Registrantfaaral for, the periods presented in this
report;

4, The Registrant’s other certifyindia#r and | are responsible for establishing anthtaiing disclosure controls and
procedures (as defined in Exchange Act Rules 13ayHnd 15d-15(e)) and internal control over finaheporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the Registrand have:

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

b) designed such internal control over financial répgr or caused such internal control over finah@gorting to
be designed under our supervision, to provide rede assurance regarding the reliability of finaheporting
and the preparation of financial statements foeml purposes in accordance with generally acdegteounting
principles;

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

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

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

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

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

Registrant’s internal control over financial refogt

Date: May 8, 2007 /S/ HANS HELMERICH
Hans Helmerich, Chief Executive Offic




EXHIBIT 31.2
CERTIFICATION

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

2. Based on my knowledge this repodsdnot contain any untrue statement of a matfacalor omit to state a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the finansiatements, and other financial information ineldiéh this report, fairly present in
material respects the financial condition, resofteperations and cash flows of the Registrantfaaral for, the periods presented in this
report;

4, The Registrant’s other certifyindia#r and | are responsible for establishing anthtaiing disclosure controls and
procedures (as defined in Exchange Act Rules 13ayHnd 15d-15(e)) and internal control over finaheporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the Registrand have:

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

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

C) evaluated the effectiveness of the Registrant'slaksire controls and procedures and presentedsimeport our
conclusions about the effectiveness of the discsantrols 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 Regisganternal control over financial reporting thatcurred during
the Registrant’s most recent fiscal quarter (thgiReant’s fourth fiscal quarter in the case ofaamual report) that
has materially affected, or is reasonably likelyrtaterially affect, the Registrant’s internal cohtver financial
reporting; and

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

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

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

Date: May 8, 2007 /S/ DOUGLAS E. FEAR®
Douglas E. Fears, Chief Financial Offic




EXHIBIT 32

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

In connection with the Quarterly Report of Helmér& Payne, Inc. (the “Company”) on Form 10-Q foe theriod ending March 31,
2007, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), Hansniteich, as Chief Executive Officer of
the Company, and Douglas E. Fears, as Chief Fiab@®¢ficer of the Company, each hereby certifiagspant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@ydt of 2002, to the best of his knowledge, that:

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

(2 The information contained in the Reegairly presents, in all material respects, timaficial condition and result of
operations of the Company.

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

May 8, 2007 May 8, 2007




