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DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

THIS REPORT INCLUDES "FORWARD-LOOKING STAMENTS" WITHIN THE MEANING OF THE SECURITIES ACT
OF 1933, AS AMENDED, AND THE SECURITIES EXCHANGE AQOF 1934, AS AMENDED. ALL STATEMENTS OTHER THAN
STATEMENTS OF HISTORICAL FACTS INCLUDED IN THIS REPRT, INCLUDING, WITHOUT LIMITATION, STATEMENTS
REGARDING THE REGISTRANT'S FUTURE FINANCIAL POSITIO, BUSINESS STRATEGY, BUDGETS, PROJECTED COSTS £
PLANS AND OBJECTIVES OF MANAGEMENT FOR FUTURE OPERFONS, ARE FORWARD-LOOKING STATEMENTS. IN
ADDITION, FORWARD-LOOKING STATEMENTS GENERALLY CANBE IDENTIFIED BY THE USE OF FORWARD-LOOKING
TERMINOLOGY SUCH AS "MAY", "WILL", "EXPECT", "INTEND", "ESTIMATE", "ANTICIPATE", "BELIEVE", OR "CONTINUE"
OR THE NEGATIVE THEREOF OR SIMILAR TERMINOLOGY. ALHOUGH THE REGISTRANT BELIEVES THAT THE
EXPECTATIONS REFLECTED IN SUCH FORWARD-LOOKING STAMENTS ARE REASONABLE, IT CAN GIVE NO
ASSURANCE THAT SUCH EXPECTATIONS WILL PROVE TO BEA@RRECT. IMPORTANT FACTORS THAT COULD CAUSE
ACTUAL RESULTS TO DIFFER MATERIALLY FROM THE REGISRANT'S EXPECTATIONS ARE DISCLOSED IN THIS REPORT
UNDER THE CAPTION "RISK FACTORS" BEGINNING ON PAGE, AS WELL AS IN MANAGEMENT'S DISCUSSION AND
ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERTIONS ON, AND INCORPORATED BY REFERENCE TO,
PAGES 6 THROUGH 41 OF THE COMPANY'S ANNUAL REPOREXHIBIT 13 TO THIS FORM 10-K). ALL SUBSEQUENT
WRITTEN AND ORAL FORWARD-LOOKING STATEMENTS ATTRIBUABLE TO THE REGISTRANT, OR PERSONS ACTING ON
ITS BEHALF, ARE EXPRESSLY QUALIFIED IN THEIR ENTIREY BY SUCH CAUTIONARY STATEMENTS. THE REGISTRANT
ASSUMES NO DUTY TO UPDATE OR REVISE ITS FORWARD-LBING STATEMENTS BASED ON CHANGES IN INTERNAL
ESTIMATES OR EXPECTATIONS OR OTHERWISE.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
Annual Report Pursuant to Section 13 or 15(d) of th
Securities Exchange Act of 1934
For the Fiscal Year Ended September 30, 2010

PART |

ltem 1. BUSINESS

Helmerich & Payne, Inc. (hereafter referte@s the "Company"”, "we", "us" or "our"), wasangorated under the laws of the State of
Delaware on February 3, 1940, and is successobtsiaess originally organized in 1920. We are prily engaged in contract drilling of oil
and gas wells for others and this business accdongmost all of our operating revenues.

Our contract drilling business is composéthree reportable business segments: U.S. lalihglr offshore drilling and international
land drilling. Our U.S. land drilling is conductpdmarily in Oklahoma, California, Texas, Wyomir@olorado, Louisiana, Mississippi,
Pennsylvania, Utah, Arkansas, New Mexico, Alabakhantana, North Dakota and West Virginia. Offshorilidg operations are conducted
in the Gulf of Mexico, and offshore of Californigrinidad and Equatorial Guinea. Our internatioaald segment operated in seven
international locations during fiscal 2010: Ecuaddolombia, Argentina, Mexico, Tunisia, Bahrain arehezuela.

We are also engaged in the ownership, dpwebnt and operation of commercial real estater@sehrch and development of rotary
steerable technology. Each of the businesses egdratependently of the others through wholly-owseldsidiaries. This operating
decentralization is balanced by centralized finaaroe legal organizations.

Our real estate investments located exadysiwithin Tulsa, Oklahoma, include a shoppingteeicontaining approximately 441,000
leasable square feet, muiéinant industrial warehouse properties containppr@imately 990,000 leasable square feet and ajpadely 21(
acres of undeveloped real estate.

Our subsidiary, TerraVici Drilling Solutieninc. ("TerraVici"), is developing patented rgtateerable technology to enhance horizontal
and directional drilling operations. We acquiredra¥®ici to complement our existing drilling rig tecology. The process of drilling has
become increasingly challenging as preferred weks$ deviate from simple vertical drilling. By coming this new technology with our
existing capabilities, we expect to improve driliproductivity and reduce total well cost to thetomer.

On June 30, 2010, the Venezuelan governsanéd 11 rigs owned by our Venezuelan subsidiadyassociated real and personal
property. We are currently evaluating various rei@gdncluding any recourse we may have againsblees de Venezuela, S.A. ("PDVSA
the Venezuelan state-owned petroleum company Jateceparties, any remuneration or reimbursemexttwie might collect from PDVSA or
related parties, and any other sources of recdeeryur losses. While there exists the possibityealizing a recovery, we are currently
unable to determine the timing or amounts we magive, if any, or the likelihood of recovery. Oimdncial statements have been prepared
with the net assets, results of operations, ank taws of the Venezuelan operations presentedsgsutinued operations. The operations
from our Venezuelan subsidiary were previously perating segment within our International Land segmAll historical statements have
been restated to conform to this presentation.Reflote 2 of the Consolidated Financial Statems.ent

CONTRACT DRILLING
General

We believe that we are one of the majod land offshore drilling contractors in the westeemisphere. Operating principally in North
and South America, we specialize in shallow to dérdljing in oil and gas producing basins of theitdd States and in drilling for oil and gas
in international locations. In the United States, dvaw our customers primarily from the major ailpanies and the larger independent oil
companies. In South America, our current custorimetsde major international oil companies.
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In fiscal 2010, we received approximatefypercent of our consolidated operating revenuwas four ten largest contract drilling
customers. Occidental Oil and Gas Corporation, Déueergy Production Co. LP, and ExxonMobil Corpara{respectively, "Devon",
"Oxy" and "Exxon"), including their affiliates, amir three largest contract drilling customers. péeform drilling services for Oxy on a
world-wide basis, for Devon in U.S. land operatioasd for Exxon in U.S. land and offshore operatidRevenues from drilling services
performed for Oxy, Devon and Exxon in fiscal 20t@@unted for approximately 13 percent, 11 percadt@percent, respectively, of our
consolidated operating revenues for the same period

Rigs, Equipment and Facilities

We provide drilling rigs, equipment, peraehand camps on a contract basis. These serviegs@ided so that our customers may
explore for and develop oil and gas from onshoeasand from fixed platforms, tension-leg platfoand spars in offshore areas. Each of the
drilling rigs consists of engines, drawworks, a tnpamps, blowout preventers, a drillstring anétedl equipment. The intended well depth
and the drilling site conditions are the princifasdtors that determine the size and type of rigtraogable for a particular drilling job. A land
drilling rig may be moved from location to locati@ithout modification to the rig. A platform rig s&pecifically designed to perform drilling
operations upon a particular platform. While afolah rig may be moved from its original platfornigsificant expense is incurred to modify
a platform rig for operation on each subsequertfgla. In addition to traditional platform rigs, veperate self-moving platform drilling rigs
and drilling rigs to be used on tension-leg platferand spars. The self-moving rig is designed tmbeed without the use of expensive
derrick barges. The tension-leg platforms and saltwsv drilling operations to be conducted in mugeper water than traditional fixed
platforms.

In 1998, we put to work a new generatiohighly mobile/depth flexible land drilling rigsn@ividually the "FlexRig®"). The FlexRig
has been able to significantly reduce average ageyand drilling times compared to similar depttedatraditional land rigs. In addition, the
FlexRig allows a greater depth flexibility of beteve8,000 to 18,000 feet and provides greater dpgrafficiency. The original rigs were
designated as FlexRigl and FlexRig2 rigs. In 20@Lannounced that we would build the next genaraifd-lexRigs, known as "FlexRig3
rigs", which incorporated new drilling technologydanew environmental and safety design. This nesigddancluded integrated top drive, /
electric drive, hydraulic BOP handling system, taydic tubular make-up and break-out system, spditva and traveling blocks and an
enlarged drill floor that enables simultaneous cagiwities.

Over the last six years, the Company edtan® separate drilling contracts with many differ customers to build and operate over 160
new FlexRigs, including FlexRig4s (described belofg of November 18, 2010, 12 new FlexRigs remaunedier construction.

While FlexRig4s are similar to our FlexRégghe FlexRig4s are designed to efficiently dribre shallow depth wells of between 4,000
and 14,000 feet. The FlexRig4 design includesiketized version and a skidding version, which immrate additional environmental and
safety design. This design permits the installatiba pipe handling system which allows the ridgpéooperated by a reduced crew and
eliminates the need for a casing stabber in thé.mas

While the trailerized version provides foore efficient well site to well site rig movesetbkidding version allows for drilling of up to
wells from a single pad which results in reducedremmental impact. The effective use of technolagynportant to the maintenance of our
competitive position within the drilling industns a result of the importance of technology to lbusiness, we expect to continue to develop
technology internally.

We assemble new FlexRigs at our gulf ctaslity near Houston, Texas. We also have a 1ZBg¥uare foot fabrication facility located
on approximately 11 acres near Tulsa, Oklahoma.

Drilling Contracts

Our drilling contracts are obtained throwgimpetitive bidding or as a result of negotiatiarith customers, and often cover multi-well
and multi-year projects. Each drilling rig operatiesler a separate drilling contract. During fis2@10, all drilling services were performed on
a "daywork" contract basis,
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under which we charge a fixed rate per day, withpghice determined by the location, depth and cerity of the well to be drilled, operating
conditions, the duration of the contract, and thepetitive forces of the market. We have previogsyformed contracts on a combination
"footage" and "daywork" basis, under which we clearg fixed rate per foot of hole drilled to a stiadepth, usually no deeper than 15,000
feet, and a fixed rate per day for the remaindehethole. Contracts performed on a "footage" biasislve a greater element of risk to the
contractor than do contracts performed on a "dakoasis. Also, we have previously accepted "tuyilentracts under which we charge a
fixed sum to deliver a hole to a stated depth ardeato furnish services such as testing, corimbcaising the hole which are not normally
done on a "footage” basis. "Turnkey" contractsiemaying degrees of risk greater than the ustmdtage” contract. We have not accepted
any "footage" or "turnkey" contracts in over teragge We believe that under current market conditidfootage” and "turnkey" contract rates
do not adequately compensate us for the added filesduration of our drilling contracts are "wtdhwell" or for a fixed term. "Well-to-
well" contracts are cancelable at the option dfaiparty upon the completion of drilling at anyeaite. Fixed-term contracts customarily
provide for termination at the election of the aumser, with an "early termination payment" to bedp@i us if a contract is terminated prior to
the expiration of the fixed term. However, undenta@ia limited circumstances such as destructioa dfilling rig, our bankruptcy, sustained
unacceptable performance by us or delivery of &eigond certain grace and/or liquidated damageggrno early termination payment
would be paid to us.

As of September 30, 2010, we had 142 ngteufixed-term contracts. While the original dioatfor these current fixed-term contracts
are for six-month to seven-year periods, some fbeech and well-to-well contracts are expected t@ktended for longer periods than the
original terms. However, the contracting partiegehao legal obligation to extend the contracts.t€ms generally contain renewal or
extension provisions exercisable at the optiohefdustomer at prices mutually agreeable to usladustomer. In most instances contracts
provide for additional payments for mobilizationdasiemobilization.

Backlog

Our contract drilling backlog, being theperted future revenue from executed contracts avitfinal terms in excess of one year, as of
September 30, 2010 and 2009 was $2,449 million$&228 million, respectively. Approximately 59.0rpent of the total September 30,
2010 backlog is not reasonably expected to balfilifiscal 2011. Term contracts customarily pr@vfdr termination at the election of the
customer with an "early termination payment" taplagd 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, our bankruptcy, sustaingadacceptable performance by us or delivery
of a rig beyond certain grace and/or liquidated agenperiods, no early termination payment woulgdid. In addition, a portion of the
backlog represents term contracts for new rigswhlilabe constructed in the future. We obtain cierteey 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 rig poment deliveries may occur. Accordingly, the ac&mount of revenue earned may vary
from the backlog reported. See Item 1A. Risk Factor

The following table sets forth the totatkimg by reportable segment as of September 3@ 2ad 2009, and the percentage of the
September 30, 2010 backlog not reasonably expéatee filled in fiscal 2011:

Total Backlog Revenue

Reportable Percentage Not Reasonably

Segment 9/30/2010 9/30/2009 Expected to be Filled in Fiscal 2011
(in millions)

U.S. Land $ 1,99¢ $ 2,01¢ 56.4%

Offshore 13¢ 16¢ 71.9%

International 311 343 69.8%

$ 2,44¢ $ 2,52¢
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U.S. LAND DRILLING

At the end of September 2010, 2009 and 28@&ad 220, 201 and 185, respectively, of ol ldgs available for work in the United
States. The total number of rigs at the end 0&fi2010 increased by a net of 19 rigs from thedafrfiscal 2009. The increase was due to 14
new FlexRigs having been completed and placedsateice, 6 transferred from our international ofiers and 1 rig transferred to our
international operations. Our U.S. land operaticorstributed approximately 75 percent ($1,412.5iom) of our consolidated operating
revenues during fiscal 2010, compared with appraxéty 78 percent ($1,441.2 million) of consolidatgrbrating revenues during fiscal 2009
and approximately 82 percent ($1,542.0 milliontofsolidated operating revenues during fiscal 2608 .utilization was approximately
73 percent in fiscal 2010 and approximately 68 et fiscal 2009, down from approximately 96 earcin fiscal 2008. Our fleet of
FlexRigs maintained an average utilization of agpnately 87 percent during fiscal 2010 while ounegentional and highly mobile rigs had
an average utilization rate of approximately 1Zpat. A rig is considered to be utilized when ibperated or being mobilized or demobiliz
under contract. At the close of fiscal 2010, 18&llaigs were working out of 220 available rigs.

OFFSHORE DRILLING

Our offshore operations contributed apprately 11 percent in both fiscal years 2010 and3®202.7 million in fiscal 2010 and
$204.7 million in fiscal 2009) of the Company's solidated operating revenues compared to 8 peicdistal year 2008 ($154.5) of the
Company's consolidated operating revenues. Rigatiibn in fiscal 2010 was approximately 80 peramrmpared to approximately 89 perc
in fiscal 2009 and approximately 75 percent indls2008. At the end of fiscal 2010, we had seveounfnine offshore platform rigs under
contract and continued to work under managemerttacts for three customer-owned rigs. Revenues fioling services performed for our
largest offshore drilling customer totaled approiety 34 percent of offshore revenues during fi2€4l0.

INTERNATIONAL LAND DRILLING
General

Our international land operations contrdzliapproximately 13 percent ($247.2 million) of cansolidated operating revenues during
fiscal 2010, compared with approximately 10 per¢8&87.1 million) of consolidated operating revendering fiscal 2009 and 9 percent
($161.1 million) in fiscal 2008. Rig utilization fiscal 2010 was 71 percent, 70 percent in fis€8i®and 72 percent in fiscal 2008.

Colombia

At the end of fiscal 2010, we had six rig€olombia. Our utilization rate was approximateély percent during fiscal 2010,
approximately 88 percent during fiscal 2009 andragimately 87 percent during fiscal 2008. Revengeserated by Colombian drilling
operations contributed approximately 3 percent $57illion) of our consolidated operating revendesing fiscal 2010, compared with
4 percent ($77.3 million) of our consolidated opi@grevenues during fiscal 2009, and 2 percen2 @#hnillion) of our consolidated operati
revenues during fiscal 2008. Revenues from driliegvices performed for our largest customer iro@iiia totaled approximately 2 percent
of consolidated operating revenues and approxima®percent of international operating revenueidifiscal 2010. The Colombian
drilling contracts are primarily with large intetianal or national oil companies.

Ecuador

At the end of fiscal 2010, we had four rig€cuador. The utilization rate in Ecuador wa8 percent in both fiscal 2010 and 2009,
compared to 59 percent in fiscal 2008. Revenuesrgézd by Ecuadorian drilling operations contriluapproximately 3 percent of our
consolidated operating revenues during fiscal 28009 and 2008 ($52.1 million, $52.3 million ancb$5million, respectively). Revenues
from drilling services performed for the largesstmmer in Ecuador totaled approximately 2 percéobaosolidated operating revenues and
approximately 16 percent of international operatiegenues during fiscal 2010. The Ecuadorian dgliEontracts are primarily with large
international or national oil companies.




Argentina

At the end of fiscal 2010, we had nine iigérgentina. Our utilization rate was approximatg3 percent during fiscal 2010,
approximately 52 percent during fiscal 2009 andraximately 88 percent during fiscal 2008. Revengeserated by Argentine drilling
operations contributed approximately 3 percent ($B&illion) of our consolidated operating revendesing fiscal 2010 compared with
approximately 2 percent in both fiscal years 2008 2008 ($42.1 million in fiscal 2009 and $44.4lioil in fiscal 2008). Revenues from
drilling services performed for our two largestttusers in Argentina totaled approximately 2 peradrdonsolidated operating revenues and
approximately 19 percent of international operatieggnues during fiscal 2010. The Argentine dgjloontracts are primarily with large
international or national oil companies

Other Locations

In addition to our operations discussedvabat the end of fiscal 2010 we had two rigs imi$ia, five rigs in Mexico, one rig in Bahrain
and one rig en route to Bahrain.

FINANCIAL

Information relating to revenues, totaletsaind operating income by reportable operatiggieats may be found on, and is incorpori
by reference to, pages 78 through 82 of our AnRegdort (Exhibit 13 to this Form 10-K).

EMPLOYEES

We had 6,396 employees within the Uniteatest (13 of which were part-time employees) an@2.gmployees in international
operations as of September 30, 2010.

AVAILABLE INFORMATION

Information relating to our internet addrasid information relating to our Securities andltange Commission ("SEC") filings may be
found on, and is incorporated by reference to, @gef our Annual Report (Exhibit 13 to this For®+K).

Item 1A. RISK FACTORS

In addition to the risk factors discusskstwhere in this Report, we caution that the follgy'Risk Factors" could have a material
adverse effect on our business, financial condiiod results of operations.

Oil and natural gas prices are volatile, and low pices could negatively affect our financial resultin the future.

Our operations can be materially affectedolwv oil and gas prices. We believe that any sigant reduction in oil and gas prices could
depress the level of exploration and productioivagtand result in a corresponding decline in dachéor our services. Worldwide military,
political and economic events, including initiatviey the Organization of Petroleum Exporting Caiestrmay affect both the demand for, :
the supply of, oil and gas. Fluctuations duringltd®t few years in the demand and supply of oil gasihave contributed to, and are likely to
continue to contribute to, price volatility. Anyglonged reduction in demand for our services chale a material adverse effect on our
business, financial condition and results of openat

A sluggish global economy may affect our business.

As a result of volatility in oil and natligas prices and a continuing sluggish global eoto@nvironment, we are unable to determine
whether our customers will further reduce spendingxploration and development drilling or whetbestomers and/or vendors and
suppliers will be able to access financing necgsasustain their current reduced level of operaj fulfill their commitments and/or fund
future operations and obligations. The current gl@zonomic environment may continue to impact sidufundamentals and result in
reduced demand for drilling rigs. These conditioosld have a material adverse effect on our busines
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The contract drilling business is highly competitie.

Competition in contract drilling involveaah factors as price, rig availability, efficien@gndition and type of equipment, reputation,
operating safety, and customer relations. Compatig primarily on a regional basis and may vagnsicantly by region at any particular
time. Land drilling rigs can be readily moved frame region to another in response to changes @id@f activity, and an oversupply of rigs
in any region may result, leading to increasedepciempetition.

Although many contracts for drilling seregcare awarded based solely on price, we havedueeessful in establishing long-term
relationships with certain customers which havevedld us to secure drilling work even though we matyhave been the lowest bidder for
such work. We have continued to attempt to difféed@ our services based upon our FlexRigs aneogineering design expertise,
operational efficiency, safety and environmentaheemess. This strategy is less effective when |laeerand for drilling services intensifies
price competition and makes it more difficult orpassible to compete on any basis other than phise, future improvements in operational
efficiency and safety by our competitors could riegdy affect our ability to differentiate our séces.

The loss of one or a number of our large customeruld have a material adverse effect on our busingsfinancial condition and result:
of operations.

In fiscal 2010, we received approximatelypercent of our consolidated operating revenuss fsur ten largest contract drilling
customers and approximately 29 percent of our dafeded operating revenues from our three largestomners (including their affiliates).
We believe that our relationship with all of thesestomers is good; however, the loss of one or mboair larger customers could have a
material adverse effect on our business, finargabition and results of operations.

International uncertainties and local laws could adersely affect our business.

International operations are subject tdadempolitical, economic and other uncertaintiesemcountered 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, taxatiamligies, foreign exchange restrictions, currendg fauctuations and general hazards assoc
with foreign sovereignty over certain areas in hiperations are conducted. On June 30, 2010 the2delan government seized 11 rigs
owned by our Venezuelan subsidiary and associatddnd personal property.

There can be no assurance that there watilbe changes in local laws, regulations and aditnative requirements or the interpretation
thereof which could have a material adverse effadhe profitability of our operations or on ouiiléy to continue operations in certain are
Because of the impact of local laws, our futurerapens 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 effeotipoperations or revenues, there can be noas=ithat we will in all cases be able to
structure or restructure our operations to conftriocal law (or the administration thereof) omtserwe find acceptable.

Although we attempt to minimize the potahiinpact of such risks by operating in more thaa geographical area, during fiscal 2010,
approximately 13 percent of our consolidated ofgaevenues were generated from the internatiomatract drilling business. During fisc
2010, approximately 67 percent of the internatiaparating revenues were from operations in Soutierdica and approximately 69 percent
of South American operating revenues were from Atiga and Colombia.

Our operations are subject to a number of operatioal risks, including weather.

Our drilling operations are subject to thany hazards inherent in the business, includiogment weather, blowouts and well fires.
These hazards could cause personal injury, susrdhidg operations, seriously damage or destrayafjuipment involved and cause
substantial damage to producing formations andtineunding areas. Our offshore drilling operatiares also subject to potentially greater
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environmental liability, adverse sea conditions platform damage or destruction due to collisiothvaiircraft or marine vessels. Specifica
we operate several platform rigs in the Gulf of Mex The Gulf of Mexico experiences hurricanes atkobr extreme weather conditions on a
frequent basis, the frequency of which may incregifie any climate change. Damage caused by higlsvamd turbulent seas could
potentially curtail operations on such platformsrigr significant periods of time until the damage be repaired. Moreover, even if our
platform rigs are not directly damaged by suchrsgymwe may experience disruptions in operationstoaamage to customer platforms and
other related facilities in the area.

We have a new-build rig assembly facilidgdted near the Houston, Texas ship channel. Algoprincipal fabricator and other vendors
are located in the gulf coast region. Due to thwation, these facilities are exposed to potegtgieater hurricane damage.

Our operations present risks of loss that, if notrisured or indemnified against, could adversely affe our results of operations.

With the exception of "named wind stornskrin the Gulf of Mexico, we insure rigs and rethegjuipment at values that approximate
current replacement cost on the inception dateepblicy. We self-insure a $1.0 million per ocemte deductible, as well as 10 percent of
the estimated replacement cost of offshore rigs3inplercent of the estimated replacement cosafat figs and equipment. We also carry
insurance with varying deductibles and coveragédimith respect to offshore platform rigs and "reghwind storm" risk in the Gulf of
Mexico. Rig property insurance coverage expirglaly 2011. We are unable to obtain significant amewf insurance to cover risks of
underground reservoir damage; however, we are giyerdemnified under our drilling contracts frahis risk. The Company self-insures a
number of other risks including loss of earningd basiness interruption.

We have insurance coverage for compreherggweral liability, automobile liability, worket®mpensation and employer's liability, ¢
certain other specific risks. Generally, casuaéiguttibles range from $1 million to $2.5 millionrgeecurrence, depending on the type of
claim as well as whether a claim occurs insideutside of the United States. Insurance is purchaseddeductibles to reduce our exposure
to catastrophic events. We retain a significantiporof our expected losses under our worker's @nsgtion, general liability and automobile
liability programs. We record estimates for incdroritstanding liabilities for unresolved workersnpensation, general liability and for
claims that are incurred but not reported. Estisiare based on adjuster estimates, historical ixqer or statistical methods that we believe
are reliable. Nonetheless, insurance estimategdaatertain assumptions and management judgmeyatslirg the frequency and severity of
claims, claim development and settlement practidesnticipated changes in these factors may prothaterially different amounts of
expense that would be reported under these programs

No assurance can be given that all or fiqgyoof our coverage will not be cancelled durirggél 2011 or that insurance coverage will
continue to be available at rates considered redsenNo assurance can be given that our insuramténdemnification arrangements will
adequately protect us against all liabilities thatld result from the hazards of our drilling opgnas. Incurring a liability for which we are r
fully insured or indemnified could materially affemur business, financial condition and resultepérations.

We depend on a limited number of vendors, some ofhich are thinly capitalized and the loss of any ofvhich could disrupt our
operations.

Certain key rig components are either paseld from or fabricated by a single or limited nemif vendors, and we have no long-term
contracts with many of these vendors. Shortagell @meur in these essential components due totarription of supply or increased
demands in the industry. If we are unable to preaartain of such rig components, we would be reguio reduce our rig construction or
other operations, which could have a material esbseffect on our business, financial condition seslilts of operations.

If our principal fabricator, located on thexas gulf coast, was unable or unwilling to comi fabricating rig components, then we wc
have to transfer this work to other acceptableialors. This transfer could result in significalelay in the completion of new FlexRigs. Any
significant interruption in




the fabrication of rig components could have a matadverse impact on our business, financial @@mrand results of operations.

Certain key rig components are obtainechfuendors that are, in some cases, thinly capitd)imdependent companies that generate
significant portions of their business from usmnf a small group of companies in the energy ingu3these vendors may be
disproportionately affected by any loss of busindssvnturn in the energy industry or reduction pawailability of credit. Therefore,
disruptions in rig component delivery may occur anch disruptions and terminations could have s adverse effect on our business,
financial condition and results of operations.

Our securities portfolio may lose significant valuedue to a decline in equity prices and other marketelated risks, thus impacting our
debt ratio and financial strength.

At September 30, 2010, we had a portfdlisezurities with a total fair value of $326 mitioThese securities are subject to a wide
variety of market-related risks that could subsgdiytreduce or increase the fair value of our ledg. Except for investments in limited
partnerships carried at cost, the portfolio is rded at fair value on our balance sheet with cheungenrealized aftetax value reflected in tl
equity section of our balance sheet. Any redudticiair value would have an impact on our debtoratind financial strength. At November
2010, the fair value of the portfolio had increasedpproximately $397 million.

Government regulations and environmental laws coul@dversely affect our business.

Many aspects of our operations are sulijegbvernment regulation, including those relatimglrilling practices and methods and the
level of taxation. In addition, the United Statesl ¥arious other countries have environmental agrs which affect drilling operations.
Drilling contractors may be liable for damages Hisg from pollution. Under United States regulaiso drilling contractors must establish
financial responsibility to cover potential lialyifor pollution of offshore waters. Generally, wee indemnified under drilling contracts from
liability arising from pollution, except in certagases of surface pollution. However, the enforitiéabf indemnification provisions in
foreign countries may be questionable.

We believe that we are in substantial caamgle with all legislation and regulations affegtiour operations in the drilling of oil and gas
wells and in controlling the discharge of wastes date, compliance has not materially affectedoapital expenditures, earnings, or
competitive position, although compliance measurag add to the costs of drilling operations. Addigl legislation or regulation may
reasonably be anticipated, and the effect thereaiur operations cannot be predicted.

Regulation of greenhouse gases and climate changrilt have a negative impact on our business.

Some scientific studies have suggestedetimégsions of certain gases, commonly referred tlgeeenhouse gases" ("GHGs") and
including carbon dioxide and methane, may be couatirng to warming of the Earth's atmosphere andrathimatic changes. In response to
such studies, the issue of climate change andffbet ©f GHG emissions, in particular emissionairfossil fuels, is attracting increasing
attention worldwide. We are aware of the increasouyis of local, state, national and internatioeglulatory bodies on GHG emissions and
climate change issues. We are aware that The USités Congress is actively considering legigtaiioreduce GHG emissions. Although it
is not possible at this time to predict whethemosed legislation or regulations will be adopted; such future laws and regulations could
result in increased compliance costs or additiopakating restrictions. Any additional costs orrapieg restrictions associated with
legislation or regulations regarding GHG emissionsld materially impact our business, financialdition and results of operations.

In addition, because our business dependBeplevel of activity in the oil and natural gadustry, existing or future laws, regulations,
treaties or international agreements related to 6Hi@l climate change, including incentives to coresenergy or use alternative energy
sources, could have an adverse impact on our mssihsuch laws, regulations, treaties or inteorat| agreements reduce the worldwide
demand for oil and natural gas or otherwise résutduced economic activity generally. A reducechdnd for oil and natural gas or reduced
economic activity could materially impact our biesis, financial condition and results of operations.
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New legislation and regulatory initiatives relatingto hydraulic fracturing could result in increased costs and additional operating
restrictions or delays.

The U.S. Environmental Protection Agenaythe EPA, has commenced a study of the potentiat@nmental impacts of hydraulic
fracturing, including the impact on drinking watgrurces and public health, and a committee of ti& House of Representatives is also
conducting an investigation of hydraulic fracturimctices. Legislation has been introduced befanegress to provide for federal regulation
of hydraulic fracturing and to require disclosufete chemicals used in the fracturing procesaddition, some states have and others are
considering adopting regulations that could reshyalraulic fracturing in certain circumstancesyArew laws, regulation or permitting
requirements regarding hydraulic fracturing coeldd to operational delay, or increased operatistsan third party or governmental claims,
and could result in additional burdens that coeld/s to delay or limit the drilling services we piae to third parties whose drilling
operations could be impacted by these regulatioitscoease our costs of compliance and doing basias well as delay the development of
unconventional gas resources from shale formatidnsh are not commercial without the use of hydairhcturing.

Our business and results of operations may be advely affected by foreign currency devaluation.

Contracts for work in foreign countries geally provide for payment in United States dollascept for amounts required to meet local
expenses. However, government-owned petroleum coiepanay in the future require that a greater prtiguo of these payments be made in
local currencies. Based upon current informatioa believe that our exposure to potential losses tarrency devaluation in foreign
countries is immaterial. With the exception of Angjea, all receivables and payments in foreign tiesrare currently in U.S. dollars. Cash
balances are also kept at an insignificant levetlvhssists in reducing exposure. In Argentinaneice in U.S. dollars and are paid in pesos
equivalent to the dollar invoice. Our Argentine siditary then remits the dollars to the parent bghexging pesos through the Argentine
Central Bank. While the Argentine peso was devalndibth 2009 and 2010, the devaluation losseladré years were not material to our
financial statements.

Fixed-term contracts may in certain instances be teninated without an early termination payment.

Fixed-term drilling contracts customarilsopide for termination at the election of the cuséw, with an "early termination payment" to
be paid to us if a contract is terminated priotht® expiration of the fixed term. However, undenta@i& limited circumstances, such as
destruction of a drilling rig, our bankruptcy, saised unacceptable performance by us or delivegyra beyond certain grace and/or
liquidated damage periods, no early terminatiompeayt would be paid to us. Even if an early termorapayment is owed to us, the current
global economic environment may affect the custéradility to pay the early termination payment.

Variable rate indebtedness subjects us to interesate risk, which could cause our debt service oblafions to increase significantly.

We have in place a $400 million senior @ased credit facility which expires in December26fL1. We had $10 million borrowed and
two letters of credit totaling $21.9 million outating against the facility at September 30, 2019o0ANovember 18, 2010, the $10 million
outstanding balance had been paid. The interesbrathe borrowings is based on a spread over LIB@Rwe pay a commitment fee based
on the unused balance of the facility. The spreat bIBOR as well as the commitment fee is deterdiaccording to a scale based on a
of our total debt to total capitalization. We alsve the option to borrow at the prime rate forurities of less than 30 days. Interest rates
could rise for various reasons in the future amdaase our total interest expense, depending Upgoarhount borrowed against the credit i

Shortages of drilling equipment and supplies coul@dversely affect our operations.

The contract drilling business is highlclkgal. During periods of increased demand for cacttdrilling services, delays in delivery and
shortages of drilling equipment and supplies casuncThese risks are intensified during periodsmitte industry experiences significant
new drilling rig construction or refurbishment. Aesyich delays or shortages could have a materigrae\effect on our business, financial
condition and results of operations.
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New technologies may cause our drilling methods aretjuipment to become less competitive, resulting en adverse effect on our
financial condition and results of operations.

Although we take measures to ensure thaisgeadvanced oil and natural gas drilling techgylahanges in technology or
improvements in competitors' equipment could makeeguipment less competitive or require signiftazapital investments to keep our
equipment competitive.

Competition for experienced technical personnel mapegatively impact our operations or financial resits.

We utilize highly skilled personnel in opng and supporting our businesses. In timesgif btilization, it can be difficult to retain, and
in some cases find, qualified individuals. Althougtdate our operations have not been materialcegfd by competition for personnel, an
inability to obtain or find a sufficient number géalified personnel could materially impact ouribass, financial condition and results of
operations.

Improvements in or new discoveries of alternative ergy technologies could have a material adversefatt on our financial condition
and results of operations.

Since our business depends on the levattdfity in the oil and natural gas industry, amprovement in or new discoveries of
alternative energy technologies that increase $leeofialternative forms of energy and reduce ttmeashel for oil and natural gas could have a
material adverse impact on our business, finaoiatition and results of operations.

Item 1B. UNRESOLVED STAFF COMMENTS

We have received no written comments raggrdur periodic or current reports from the stafthe Securities and Exchange
Commission that were issued 180 days or more piegdiae end of our 2010 fiscal year and that reraairesolved.

Item 2. PROPERTIES
CONTRACT DRILLING

The following table sets forth certain infation concerning our U.S. land and offshore idgllrigs as of September 30, 2010:

Location Rig Optimum Depth (Feet) Rig Type Drawworks: Horsepower
FLEXRIGS

TEXAS 164 18,000 SCR (FlexRigl 1,500
TEXAS 165 18,000 SCR (FlexRigl 1,500
TEXAS 16€ 18,000 SCR (FlexRigl 1,500
TEXAS 167 18,000 SCR (FlexRigl 1,500
TEXAS 16€& 18,000 SCR (FlexRigl 1,500
TEXAS 16¢ 18,000 SCR (FlexRigl 1,500
NORTH DAKOTA 17¢ 18,000 SCR (FlexRig2 1,500
MONTANA 18C 18,000 SCR (FlexRig2 1,500
TEXAS 181 18,000 SCR (FlexRig2 1,500
TEXAS 182 18,000 SCR (FlexRig2 1,500
TEXAS 182 18,000 SCR (FlexRig2 1,500
TEXAS 184 18,000 SCR (FlexRig2 1,500
TEXAS 18t 18,000 SCR (FlexRig2 1,500
TEXAS 18€ 18,000 SCR (FlexRig2 1,500
TEXAS 187 18,000 SCR (FlexRig2 1,500
TEXAS 18€ 18,000 SCR (FlexRig2 1,500
OKLAHOMA 18¢ 18,000 SCR (FlexRig2 1,500
TEXAS 21C 18,000 AC (FlexRig3) 1,500
TEXAS 211 18,000 AC (FlexRig3) 1,500

TEXAS 212 18,000 AC (FlexRig3) 1,500
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Location Rig Optimum Depth (Feet) Rig Type Drawworks: Horsepower
TEXAS 213 18,000 AC (FlexRig3) 1,500
NEW MEXICO 214 18,000 AC (FlexRig3) 1,500
COLORADO 21F 18,000 AC (FlexRig3) 1,500
TEXAS 21€ 18,000 AC (FlexRig3) 1,500
PENNSYLVANIA 217 18,000 AC (FlexRig3) 1,500
TEXAS 21¢€ 18,000 AC (FlexRig3) 1,500
OKLAHOMA 21¢ 18,000 AC (FlexRig3) 1,500
LOUISIANA 22C 18,000 AC (FlexRig3) 1,500
TEXAS 221 18,000 AC (FlexRig3) 1,500
TEXAS 222 18,000 AC (FlexRig3) 1,500
NEW MEXICO 22¢ 18,000 AC (FlexRig3) 1,500
LOUISIANA 224 18,000 AC (FlexRig3) 1,500
PENNSYLVANIA 228 18,000 AC (FlexRig3) 1,500
LOUISIANA 22€ 18,000 AC (FlexRig3) 1,500
TEXAS 227 18,000 AC (FlexRig3) 1,500
TEXAS 22¢ 18,000 AC (FlexRig3) 1,500
TEXAS 232 18,000 AC (FlexRig3) 1,500
ALABAMA 23% 18,000 AC (FlexRig3) 1,500
OKLAHOMA 23t 18,000 AC (FlexRig3) 1,500
CALIFORNIA 23€ 18,000 AC (FlexRig3) 1,500
TEXAS 23¢ 18,000 AC (FlexRig3) 1,500
COLORADO 23¢ 18,000 AC (FlexRig3) 1,500
CALIFORNIA 24C 18,000 AC (FlexRig3) 1,500
NORTH DAKOTA 241 18,000 AC (FlexRig3) 1,500
TEXAS 2432 18,000 AC (FlexRig3) 1,500
TEXAS 244 18,000 AC (FlexRig3) 1,500
TEXAS 24t 18,000 AC (FlexRig3) 1,500
TEXAS 24€ 18,000 AC (FlexRig3) 1,500
TEXAS 247 18,000 AC (FlexRig3) 1,500
TEXAS 24¢& 18,000 AC (FlexRig3) 1,500
LOUISIANA 24¢ 18,000 AC (FlexRig3) 1,500
OKLAHOMA 25C 18,000 AC (FlexRig3) 1,500
OKLAHOMA 251 18,000 AC (FlexRig3) 1,500
OKLAHOMA 252 18,000 AC (FlexRig3) 1,500
TEXAS 254 18,000 AC (FlexRig3) 1,500
NORTH DAKOTA 25E 18,000 AC (FlexRig3) 1,500
NORTH DAKOTA 25€ 18,000 AC (FlexRig3) 1,500
NORTH DAKOTA 257 18,000 AC (FlexRig3) 1,500
NORTH DAKOTA 25¢ 18,000 AC (FlexRig3) 1,500
NORTH DAKOTA 25¢ 18,000 AC (FlexRig3) 1,500
TEXAS 26C 18,000 AC (FlexRig3) 1,500
CALIFORNIA 261 18,000 AC (FlexRig3) 1,500
CALIFORNIA 262 18,000 AC (FlexRig3) 1,500
TEXAS 263 18,000 AC (FlexRig3) 1,500
TEXAS 264 18,000 AC (FlexRig3) 1,500
OKLAHOMA 26E 18,000 AC (FlexRig3) 1,500
TEXAS 26¢€ 18,000 AC (FlexRig3) 1,500
TEXAS 267 18,000 AC (FlexRig3) 1,500
OKLAHOMA 26¢€ 18,000 AC (FlexRig3) 1,500
OKLAHOMA 26¢ 18,000 AC (FlexRig3) 1,500
COLORADO 271 14,000 AC (FlexRig4) 1,500
PENNSYLVANIA 272 14,000 AC (FlexRig4) 1,500
WYOMING 273 14,000 AC (FlexRig4) 1,500
PENNSYLVANIA 274 14,000 AC (FlexRig4) 1,500
WYOMING 278 14,000 AC (FlexRig4) 1,500
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Location Rig Optimum Depth (Feet) Rig Type Drawworks: Horsepower

NORTH DAKOTA 27¢€ 14,000 AC (FlexRig4) 1,500
NORTH DAKOTA 277 14,000 AC (FlexRig4) 1,500
COLORADO 27¢ 14,000 AC (FlexRig4) 1,500
PENNSYLVANIA 27¢ 14,000 AC (FlexRig4) 1,500
COLORADO 28C 14,000 AC (FlexRig4) 1,500
TEXAS 281 8,000 AC (FlexRig4) 1,150
NEW MEXICO 282 8,000 AC (FlexRig4) 1,150
NEW MEXICO 282 8,000 AC (FlexRig4) 1,150
PENNSYLVANIA 284 14,000 AC (FlexRig4) 1,500
PENNSYLVANIA 28t 14,000 AC (FlexRig4) 1,500
NORTH DAKOTA 28¢ 14,000 AC (FlexRig4) 1,500
PENNSYLVANIA 287 14,000 AC (FlexRig4) 1,500
TEXAS 28¢ 14,000 AC (FlexRig4) 1,500
TEXAS 28¢ 14,000 AC (FlexRig4) 1,500
PENNSYLVANIA 29C 14,000 AC (FlexRig4) 1,500
NEW MEXICO 292 8,000 AC (FlexRig4) 1,150
NORTH DAKOTA 293 14,000 AC (FlexRig4) 1,500
NORTH DAKOTA 294 14,000 AC (FlexRig4) 1,500
NORTH DAKOTA 29t 14,000 AC (FlexRig4) 1,500
TEXAS 29€ 14,000 AC (FlexRig4) 1,500
TEXAS 297 14,000 AC (FlexRig4) 1,500
UTAH 29¢€ 14,000 AC (FlexRig4) 1,500
TEXAS 29¢ 14,000 AC (FlexRig4) 1,500
NEW MEXICO 30C 14,000 AC (FlexRig4) 1,500
ARKANSAS 301 8,000 AC (FlexRig4) 1,150
TEXAS 302 8,000 AC (FlexRig4) 1,150
TEXAS 30z 8,000 AC (FlexRig4) 1,150

NEW MEXICO 304 8,000 AC (FlexRig4) 1,150

TEXAS 30t 8,000 AC (FlexRig4) 1,150

TEXAS 30¢€ 8,000 AC (FlexRig4) 1,150

UTAH 307 14,000 AC (FlexRig4) 1,500

WYOMING 30¢ 14,000 AC (FlexRig4) 1,500
NORTH DAKOTA 30¢ 14,000 AC (FlexRig4) 1,500
WYOMING 31C 14,000 AC (FlexRig4) 1,500

UTAH 311 14,000 AC (FlexRig4) 1,500

TEXAS 31z 14,000 AC (FlexRig4) 1,500

TEXAS 313 14,000 AC (FlexRig4) 1,500

TEXAS 314 14,000 AC (FlexRig4) 1,500

COLORADO 31t 14,000 AC (FlexRig4) 1,500
COLORADO 31€ 14,000 AC (FlexRig4) 1,500
NORTH DAKOTA 317 14,000 AC (FlexRig4) 1,500
COLORADO 31¢ 14,000 AC (FlexRig4) 1,500

UTAH 31¢ 14,000 AC (FlexRig4) 1,500

PENNSYLVANIA 32C 14,000 AC (FlexRig4) 1,500
COLORADO 321 14,000 AC (FlexRig4) 1,500
COLORADO 322 14,000 AC (FlexRig4) 1,500
OKLAHOMA 32z 14,000 AC (FlexRig4) 1,500

NORTH DAKOTA 324 14,000 AC (FlexRig4) 1,500
COLORADO 32t 14,000 AC (FlexRig4) 1,500
COLORADO 32¢ 14,000 AC (FlexRig4) 1,500

TEXAS 327 14,000 AC (FlexRig4) 1,500

TEXAS 32¢ 14,000 AC (FlexRig4) 1,500

TEXAS 32¢ 14,000 AC (FlexRig4) 1,500

COLORADO 33C 14,000 AC (FlexRig4) 1,500

TEXAS 331 14,000 AC (FlexRig4) 1,500
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Location Rig Optimum Depth (Feet) Rig Type Drawworks: Horsepower
TEXAS 332 14,000 AC (FlexRig4) 1,500
NEW MEXICO 34C 8,000 AC (FlexRig4) 1,150
TEXAS 341 14,000 AC (FlexRig4) 1,500
TEXAS 34z 14,000 AC (FlexRig4) 1,500
TEXAS 34z 8,000 AC (FlexRig4) 1,150
TEXAS 344 8,000 AC (FlexRig4) 1,150
TEXAS 34t 8,000 AC (FlexRig4) 1,150
TEXAS 34¢ 8,000 AC (FlexRig4) 1,150
TEXAS 347 8,000 AC (FlexRig4) 1,150
CALIFORNIA 34¢ 8,000 AC (FlexRig4) 1,150
CALIFORNIA 34¢ 8,000 AC (FlexRig4) 1,150
TEXAS 351 8,000 AC (FlexRig4) 1,150
TEXAS 352 8,000 AC (FlexRig4) 1,150
COLORADO 35z 14,000 AC (FlexRig4) 1,500
WEST VIRGINIA 354 14,000 AC (FlexRig4) 1,500
TEXAS 37C 18,000 AC (FlexRig3) 1,500
MISSISSIPPI 371 18,000 AC (FlexRig3) 1,500
NEW MEXICO 372 18,000 AC (FlexRig3) 1,500
TEXAS 372 18,000 AC (FlexRig3) 1,500
OKLAHOMA 374 18,000 AC (FlexRig3) 1,500
OKLAHOMA 378 18,000 AC (FlexRig3) 1,500
OKLAHOMA 37¢€ 18,000 AC (FlexRig3) 1,500
OKLAHOMA 377 18,000 AC (FlexRig3) 1,500
OKLAHOMA 37¢ 18,000 AC (FlexRig3) 1,500
OKLAHOMA 37¢ 18,000 AC (FlexRig3) 1,500
CALIFORNIA 38C 18,000 AC (FlexRig3) 1,500
CALIFORNIA 381 18,000 AC (FlexRig3) 1,500
TEXAS 382 18,000 AC (FlexRig3) 1,500
TEXAS 383 18,000 AC (FlexRig3) 1,500
LOUISIANA 384 18,000 AC (FlexRig3) 1,500
PENNSYLVANIA 38t 18,000 AC (FlexRig3) 1,500
NORTH DAKOTA 38¢ 18,000 AC (FlexRig3) 1,500
OKLAHOMA 387 18,000 AC (FlexRig3) 1,500
OKLAHOMA 38¢ 18,000 AC (FlexRig3) 1,500
TEXAS 38¢ 18,000 AC (FlexRig3) 1,500
TEXAS 39C 18,000 AC (FlexRig3) 1,500
LOUISIANA 391 18,000 AC (FlexRig3) 1,500
NORTH DAKOTA 392 18,000 AC (FlexRig3) 1,500
TEXAS 393 18,000 AC (FlexRig3) 1,500
LOUISIANA 394 18,000 AC (FlexRig3) 1,500
LOUISIANA 39t 18,000 AC (FlexRig3) 1,500
TEXAS 39¢€ 18,000 AC (FlexRig3) 1,500
TEXAS 397 18,000 AC (FlexRig3) 1,500
LOUISIANA 39¢ 18,000 AC (FlexRig3) 1,500
TEXAS 39¢ 18,000 AC (FlexRig3) 1,500
TEXAS 41t 18,000 AC (FlexRig3) 1,500
NEW MEXICO 41€ 18,000 AC (FlexRig3) 1,500
LOUISIANA 417 18,000 AC (FlexRig3) 1,500
TEXAS 41€ 18,000 AC (FlexRig3) 1,500
OKLAHOMA 41¢ 18,000 AC (FlexRig3) 1,500
TEXAS 42C 18,000 AC (FlexRig3) 1,500
TEXAS 421 18,000 AC (FlexRig3) 1,500
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Location Rig Optimum Depth (Feet) Rig Type Drawworks: Horsepower
HIGHLY MOBILE RIGS
ARKANSAS 14C 10,000 Mechanical 900
OKLAHOMA 15¢ 10,000 SCR 900
TEXAS 15€ 12,000 Mechanical 1,200
WYOMING 15¢ 12,000 Mechanical 1,200
OKLAHOMA 141 14,000 Mechanical 1,200
TEXAS 142 14,000 Mechanical 1,200
OKLAHOMA 143 14,000 Mechanical 1,200
TEXAS 14E 14,000 Mechanical 1,200
TEXAS 15& 14,000 SCR 1,200
TEXAS 14¢€ 16,000 SCR 1,200
UTAH 154 16,000 SCR 1,500
CONVENTIONAL RIGS
OKLAHOMA 11C 12,000 SCR 700
OKLAHOMA 96 16,000 SCR 1,000
OKLAHOMA 11¢€ 16,000 SCR 1,200
OKLAHOMA 11¢ 16,000 SCR 1,200
TEXAS 12C 16,000 SCR 1,200
LOUISIANA 122 16,000 SCR 1,700
OKLAHOMA 162 18,000 SCR 1,500
TEXAS 171 18,000 SCR 1,500
NORTH DAKOTA 172 18,000 Mechanical 1,500
LOUISIANA 79 20,000 SCR 2,000
TEXAS 80 20,000 SCR 1,500
OKLAHOMA 89 20,000 SCR 1,500
OKLAHOMA 92 20,000 SCR 1,500
OKLAHOMA 94 20,000 SCR 1,500
OKLAHOMA 98 20,000 SCR 1,500
TEXAS 97 26,000 SCR 2,000
TEXAS 99 26,000 SCR 2,000
TEXAS 137 26,000 SCR 2,000
TEXAS 14¢ 26,000 SCR 2,000
LOUISIANA 72 30,000 SCR 3,000
OKLAHOMA 73 30,000 SCR 3,000
TEXAS 12& 30,000 SCR 3,000
LOUISIANA 134 30,000 SCR 3,000
TEXAS 13€ 30,000 SCR 3,000
TEXAS 157 30,000 SCR 3,000
LOUISIANA 161 30,000 SCR 3,000
LOUISIANA 1632 30,000 SCR 3,000
OFFSHORE PLATFORM RIGS
TRINIDAD 205 20,000 Self-Erecting 2,500
GULF OF MEXICO 20E 20,000 Self-Erecting 2,000
GULF OF MEXICO 20¢€ 20,000 Self-Erecting 1,500
GULF OF MEXICO 10C 30,000 Conventiona 3,000
LOUISIANA 10& 30,000 Conventiona 3,000
LOUISIANA 107 30,000 Conventiona 3,000
GULF OF MEXICO 201 30,000 Tensior-leg 3,000
GULF OF MEXICO 202 30,000 Tensior-leg 3,000
GULF OF MEXICO 204 30,000 Tensior-leg 3,000
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The following table sets forth informatiasith respect to the utilization of our U.S. landdasffshore drilling rigs for the periods
indicated:

Years ended September 30,
2006 2007 2008 2009 2010

U.S. Land Rigs
Number of rigs at end of peric 11z 157 18t 201 22C
Average rig utilization rate during period { 99% 97% 96% 68% 73%
U.S. Offshore Platform Ric
Number of rigs at end of peric 9 9 9 9 9
Average rig utilization rate during period { 69% 65% 75% 8% 8(%

(1) Arrig is considered to be utilized when it is ogedhor being moved, assembled or dismantled uratgract.

The following table sets forth certain infation concerning our international drilling rigs of September 30, 2010:

Location Rig Optimum Depth (Feet) Rig Type Drawworks: Horsepower
Argentina 123 26,000 SCR 2,100
Argentina 13¢ 30,000+ SCR 3,000
Argentina 151 30,000+ SCR 3,000
Argentina 17t 30,000 SCR 3,000
Argentina 177 30,000 SCR 3,000
Argentina 33t 8,000 AC (FlexRig4) 1,150
Argentina 33€ 8,000 AC (FlexRig4) 1,150
Argentina 337 8,000 AC (FlexRig4) 1,150
Argentina 33¢ 8,000 AC (FlexRig4) 1,150

Bahrain 33¢ 8,000 AC (FlexRig4) 1,150
Bahrain* 291 8,000 AC (FlexRig4) 1,150
Colombia 138 30,000 SCR 3,000
Colombia 152 30,000+ SCR 3,000
Colombia 17€ 18,000 SCR 1,500
Colombia 19C 26,000 SCR 2,000
Colombia 33: 8,000 AC (FlexRig4) 1,150
Colombia 334 8,000 AC (FlexRig4) 1,150

Ecuadotl 117 26,000 SCR 2,500

Ecuadotl 121 20,000 SCR 1,700

Ecuadotr 132 18,000 SCR 1,500

Ecuadotr 13¢ 26,000 SCR 2,500

Mexico 23C 18,000 AC (FlexRig3) 1,500

Mexico 231 18,000 AC (FlexRig3) 1,500

Mexico” 234 18,000 AC (FlexRig3) 1,500

Mexico 237 18,000 AC (FlexRig3) 1,500

Mexico# 258 18,000 AC (FlexRig3) 1,500

Tunisia 22¢ 18,000 AC (FlexRig3) 1,500

Tunisia 242 18,000 AC (FlexRig3) 1,500

* En route to drilling location at September 30, 2010

# En route to U.S. Land segment at September 30, 2010
n En route to U.S. Land segment during first quanfdiscal 2011
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The following table sets forth informatiasith respect to the utilization of our internatibdailling rigs for the periods indicated:

Years ended September 30,
2006 2007 2008 2009 2010

Number of rigs at end of peric 16 16 19 33 28
Average rig utilization rate during period (1) 95% 8% T72% T70% 71%

(1) Arrig is considered to be utilized when it is ogedhor being moved, assembled or dismantled uratgract.
2 Does not include rigs returned to the United Stidesnajor modifications and upgrades.
STOCK PORTFOLIO

Information required by this item regardimgr stock portfolio may be found on, and is inaogted by reference to, page 28 of our
Annual Report (Exhibit 13 to this Form 10-K) undiee caption, "Management's Discussion and Analysignancial Condition and Results
of Operations."

Item 3. LEGAL PROCEEDINGS

We are subject to various claims that arigbe ordinary course of our business. In theiopi of management, the amount of ultimate
liability with respect to these actions will not tedally affect our business, financial positiordaesults of operations. We are not a party to,
and none of our property is subject to, any mdtpeading legal proceedings.

Item 4. [Removed and reserved.]

OUR EXECUTIVE OFFICERS

The following table sets forth the named ages of our executive officers, together withpabitions and offices held with the Company
by such executive officers. Officers are electeddnre until the meeting of the Board of Directimlfowing the next Annual Meeting of
Stockholders and until their successors have bagnetected and have qualified or until their earliesignation or removal.

W. H. Helmerich, Ill, 87 Chairman of the Board since 1987; Director sinc&9l
Hans Helmerich, 5 President and Chief Executive Officer since 198®e&or since 198

John W. Lindsay, 49 Executive Vice President, U.S. and Internationaé@pons of Helmerich & Payne International Drigfi€o.
since 2006; Vice President of U.S. Land Operatafridelmerich & Payne International Drilling Co. s@1997

Steven R. Mackey, 59 Executive Vice President, Secretary, General CdarskChief Administrative Officer since March 2010
Executive Vice President, Secretary and Generah€alifrom June 2008 to March 2010; Secretary sli9e€®);
Vice President and General Counsel since :

Juan Pablo Tardio, 45 Vice President and Chief Financial Officer sincaifhp010; Director of Investor Relations from Janua008 tc
April 2010; Manager of Investor Relations from Agtj2005 to January 20!
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PART Il

tem 5. MARKET FOR REGISTRANT'S COMMON EQUITY, R ELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

The principal market on which our commaocktis traded is the New York Stock Exchange utldersymbol "HP". The high and low
sale prices per share for the common stock for gaahterly period during the past two fiscal yemsgeported in the NYSE-Composite
Transaction quotations follow:

2009 2010
Quarter High Low High Low
First $ 4327 $ 17.01 $ 44.9C $ 36.5]
Seconc 28.9¢ 19.5C 48.5¢ 36.4(
Third 37.1¢ 21.7¢ 43.3( 33.4%
Fourth 41.0¢ 26.6¢4 41.62 36.3¢

We paid quarterly cash dividends duringghst two fiscal years as shown in the followingea

Paid per Share Total Payment
Fiscal Fiscal
Quarter 2009 2010 2009 2010
First $ .05C $ .05C $ 5,273,25. $ 5,286,53
Seconc .05C .05( 5,274,81. 5,300,19
Third .05C .05C 5,281,43! 5,303,99.
Fourth .05C .06( 5,281,58! 6,363,37

Payment of future dividends will dependeamnings and other factors.
As of November 18, 2010, there were 609mdolders of our common stock as listed by thadfer agent's records.
Item 6. SELECTED FINANCIAL DATA

The following table summarizes selectedificial information and should be read in conjunttiath the Consolidated Financial
Statements and the Notes thereto and the relateddédaent's Discussion and Analysis of Financialdmm and Results of Operations
contained on pages 6 through 41 of our Annual Rejoshibit 13 to this Form 10-K). Amounts have beestated to reflect the Venezuelan
operations as discontinued operations. Refer tblPiaem 1 above for additional information regagl discontinued operations.
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Five-year Summary of Selected Financial Data

2006 2007 2008 2009 2010
(in thousands except per share amounts)

Operating revenue $ 1,140,21' $ 1,502,381 $ 1,869,37. $ 1,843,74 $ 1,875,16:
Income from continuing

operations 269,85: 415,92 420,25¢ 380,54¢ 286,08:
Income (loss) from

discontinued operatior 24,00¢ 33,33} 41,48( (27,007 (129,769
Net Income 293,85¢ 449,26 461,73t 353,54! 156,31:

Basic earnings per share

from continuing

operations $ 2.5¢ 4.03 4.0z 3.61 2.7C
Basic earnings per share

from discontinued

operations $ 0.2 0.3 0.4C (0.26) (1.29)
Basic earnings per she  $ 2.81 4.3 4.4z 3.3t 1.47
Diluted earnings per sha

from continuing

operations $ 2.54 3.9t 3.9:2 3.5¢€ 2.6€
Diluted earnings per sha

from discontinued

operations $ 0.2 0.3 0.3¢ (0.25) (1.2))
Diluted earnings per sha $ 2,71 4.27 4.3z 3.31 1.4t
Total assets 2,134,71; 2,885,36! 3,588,04! 4,161,02. 4,265,37!
Long-term deb 175,00( 445,00( 475,00( 420,00( 360,00(
Cash dividends declarec
per common shai 0.172¢ 0.180( 0.018¢ 0.200( 0.220(
* Total assets for all years includes amounts reletiscontinued operations

Item 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Information required by this item may berid on, and is incorporated by reference to, pagbsough 41 of our Annual Report
(Exhibit 13 to this Form 10-K) under the captiondiagement's Discussion and Analysis of Financiald@imn and Results of Operations."”

Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURE S ABOUT MARKET RISK

Information required by this item may berfid under the caption "Risk Factors" beginning agep5 of this Report and on, and is
incorporated by reference to, the following pagesus Annual Report (Exhibit 13 to this Form 10-#der Management's Discussion and
Analysis of Financial Condition and Results of Ggiems and in the Notes to Consolidated Finandetetents:

Market Risk Page

. Foreign Currency Exchange Rate R 37-38
. Commodity Price Ris| 38-39
. Interest Rate Ris 39-40
. Equity Price Ris}k 40-41

Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY D ATA

Information required by this item may berfid on, and is incorporated by reference to, pageakrough 83 of our Annual Report
(Exhibit 13 to this Form 10-K).

Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUN TANTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.
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Item 9A. CONTROLS AND PROCEDURES

a)

b)

Evaluation of Disclosure Controls and Procedures.

As of the end of the period covered by this AnriRaport on Form 10-K, our management, under thersigien and with the
participation of our Chief Executive Officer andi€hFinancial Officer, evaluated the effectivene$the design and operation
of our disclosure controls and procedures (as ddfin Rules 13a-15(e) or 15d-15(e) under the Sgesiftxchange Act of
1934, as amended) as of September 30, 2010. Basbdtoevaluation, our Chief Executive Officer aldief Financial Officer
concluded that:

. our disclosure controls and procedures are effeetensuring that information required to be disetl by us in the
reports we file or submit under the Securities Exaje Act of 1934 is recorded, processed, summagiaddeported
within the time periods specified in the SEC's sudad forms; and

. our disclosure controls and procedures operate thathmportant information flows to appropriatdlection and
disclosure points in a timely manner and are effedb ensure that such information is accumulated communicated
to our management, and made known to our Chief kecOfficer and Chief Financial Officer, partiauly during the
period when this Annual Report on Form 10-K wagpred, as appropriate to allow timely decision regg the
required disclosure.

Management's Report on Internal Control over FirsriReporting.

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting as defined in
Rules 13a-15(f) or 15d-15(f) under the SecuritigsHange Act of 1934. Our internal control over fin&l reporting is
designed to provide reasonable assurance regatdngliability of financial reporting and the peeption of financial
statements for external purposes in accordanceggitlerally accepted accounting principles. Ourrirgkecontrol over financis
reporting includes those policies and proceduras th

0] pertain to the maintenance of records that, inaralsle detail, accurately and fairly reflect thensactions and
dispositions of our assets;

(i) provide reasonable assurance that transactione@eled as necessary to permit preparation ofifiahstatements in
accordance with generally accepted accounting iples; and that our receipts and expenditures @irggmade only in
accordance with authorizations of our managemenhttze Board of Directors; and

(iii)  provide reasonable assurance regarding preventitmely detection of unauthorized acquisition, oselisposition of
our assets that could have a material effect ofinhacial statements.

Because of its inherent limitations, internal cohtiver financial reporting may not prevent or @étisstatements. Also,
projections of any evaluation of effectivenessutufe periods are subject to the risk that contmdy become inadequate
because of changes in conditions or that the degfreempliance with the policies or procedures rdateriorate.

Management, with the participation of our Chief Extave Officer and Chief Financial Officer, condedtan evaluation of the
effectiveness of internal control over financighoeting based on the framework in Internal Contrbttegrated Framework
issued by the Committee of Sponsoring Organizatidrise Treadway Commission. This evaluation inellideview of the
documentation of controls, evaluation of the desiffactiveness of controls, testing of the operasffectiveness of controls
and a conclusion on this evaluation. Although treeeinherent limitations in the effectiveness mf aystem of internal contr
over financial reporting, based on this evaluatrnapagement has concluded that our internal coote financial reporting
was effective as of September 30, 2010.

The independent registered public accounting fiat udited our financial statements, Ernst & Youhg, has issued an
attestation report on our internal control oveafinial reporting. This report appears below atetiné of this Item 9A of
Form 10-K.

19




Table of Contents
C) Changes in Internal Control Over Financial Repartin

There were no changes in our internal control dwancial reporting during our fourth fiscal quarté 2010 that have
materially affected, or are reasonably likely tatenally affect, our internal control over finantiaporting.

* k *
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Report of Independent Registered Public Accountindrirm

The Board of Directors and Shareholders
Helmerich & Payne, Inc.

We have audited Helmerich & Payne, Inatsrinal control over financial reporting as of Sepber 30, 2010, based on criteria
established in Internal Control—Integrated Framédwssued by the Committee of Sponsoring Organinatiaf the Treadway Commission
(the COSO criteria). Helmerich & Payne, Inc.'s ng@raent is responsible for maintaining effectiveingal control over financial reporting,
and for its assessment of the effectiveness ofriateontrol over financial reporting included hmetaccompanying Management's Report on
Internal Control over Financial Reporting. Our resgibility is to express an opinion on the compainternal control over financial reporti
based on our audit.

We conducted our audit in accordance withgstandards of the Public Company Accounting Ogietr8oard (United States). Those
standards require that we plan and perform thet &amdbtain reasonable assurance about whethatigianternal control over financial
reporting was maintained in all material respe®is: audit included obtaining an understanding térimal control over financial reporting,
assessing the risk that a material weakness etasting and evaluating the design and operatifegéfeness of internal control based on the
assessed risk, and performing such other procedsre®& considered necessary in the circumstancefeéliéve that our audit provides a
reasonable basis for our opinion.

A company's internal control over finanagigborting is a process designed to provide reddersssurance regarding the reliability of
financial reporting and the preparation of finahstatements for external purposes in accordantiegenerally accepted accounting
principles. A company's internal control over fic& reporting includes those policies and proceduhat (1) pertain to the maintenance of
records that, in reasonable detail, accuratelyfainly reflect the transactions and dispositionshaf assets of the company; (2) provide
reasonable assurance that transactions are recasdeztessary to permit preparation of financétkestents in accordance with generally
accepted accounting principles, and that receipdsexpenditures of the company are being madeinrdgcordance with authorizations of
management and directors of the company; and (8jige reasonable assurance regarding preventibmely detection of unauthorized
acquisition, use or disposition of the company&etsthat could have a material effect on the firstatements.

Because of its inherent limitations, intdroontrol over financial reporting may not prevendetect misstatements. Also, projections of
any evaluation of effectiveness to future periogssabject to the risk that controls may becomdeqaate because of changes in conditions,
or that the degree of compliance with the policeprocedures may deteriorate.

In our opinion, Helmerich & Payne, Inc. mained, in all material respects, effective in&montrol over financial reporting as of
September 30, 2010, based on the COSO criteria.

We also have audited, in accordance wighstandards of the Public Company Accounting Oghtdoard (United States), the
consolidated balance sheets of Helmerich & Payre,ds of September 30, 2010 and 2009 and thedetansolidated statements of income,
shareholders' equity, and cash flows for eachefliree years in the period ended September 30, 20d our report dated November 24,
2010 expressed an unqualified opinion thereon.

/S/ Ernst & Young LLF

Tulsa, Oklahoma
November 24, 201
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Item 9B. OTHER INFORMATION

None.

22




Table of Contents

PART IlI
Item 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required by this item isdmporated herein by reference to the material utidecaptions "Proposal 1—Election of
Directors," "Corporate Governance" and "Sectioral 8eneficial Ownership Reporting Compliance" im dafinitive Proxy Statement for tl
Annual Meeting of Stockholders to be held MarcR@11, to be filed with the Commission not latentli20 days after September 30, 2010.
Information required under this item with resp&cekecutive officers under Item 401 of RegulatieK Sppears under "Our Executive
Officers" in Part | of this Form 10-K.

We have adopted a Code of Ethics for Ppaidexecutive Officer and Senior Financial OfficeFie text of this code is located on our
website under "Corporate Governance." Our Inteaelress isvww.hpinc.com We intend to disclose any amendments to or waitrem
this code on our website.

Item 11. EXECUTIVE COMPENSATION

The information required by this item redjag executive compensation, as well as directargensation and compensation committee
interlocks and insider participation is incorpochberein by reference to the material beginningdpwhe caption "Executive Compensation
Discussion and Analysis" and ending with the captiotential Payments Upon Termination”, as welliager the captions "Director
Compensation in Fiscal 2010" and "Compensation Citt@eninterlocks and Insider Participation” in a&finitive Proxy Statement for the
Annual Meeting of Stockholders to be held MarcR@11, to be filed with the Commission not latentli20 days after September 30, 2010.

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIA L OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by this item isdmporated herein by reference to the material utigdecaptions "Summary of All Existing
Equity Compensation Plans," "Security Ownershigeftain Beneficial Owners" and "Security Ownersbiipdanagement" in our definitive
Proxy Statement for the Annual Meeting of Stockleoscdto be held March 2, 2011, to be filed with @@mmission not later than 120 days
after September 30, 2010.

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANS ACTIONS, AND DIRECTOR INDEPENDENCE

The information required by this item isdmporated herein by reference to the material utidecaptions "Transactions With Related
Persons, Promoters and Certain Control Persons"Guogborate Governance" in our definitive Proxyt8taent for the Annual Meeting of
Stockholders to be held March 2, 2011, to be filéth the Commission not later than 120 days afegst&mber 30, 2010.

Item 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this item is@mporated herein by reference to the material utidecaption "Audit Fees" in our definitive
Proxy Statement for the Annual Meeting of Stocklkoédto be held March 2, 2011, to be filed with @@mmission not later than 120 days
after September 30, 2010.
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PART IV

Item 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDU LES

a)

1.

Financial Statement: The following appear in our Annual Report to&kholders
(Exhibit 13 to this Form 10-K) on the pages indéthbelow and are incorporated herein
by reference

Page

Report of Independent
Registered Public Accounting
Firm 42

Consolidated Statements of

Income for the Years Ended

September 30, 2010, 2009 and

2008 43

Consolidated Balance Sheets at
September 30, 2010 and 2C 44-45

Consolidated Statements of
Shareholders' Equity for the
Years Ended September 30,
2010, 2009 and 20C 46

Consolidated Statements of

Cash Flows for the Years Enc

September 30, 2010, 2009 and

2008 47

Notes to Consolidated Financ
Statement: 48-83

Financial Statement Schedu: All schedules are omitted as inapplicable exduse
the required information is contained in the finahstatements or included in the notes
thereto.

Exhibits. The following documents are included as exhita this Annual Report on
Form 1(-K. Exhibits incorporated by reference are duly dais such

3.1 Amended and Restated Certificate of Incorporation o
Helmerich & Payne, Inc. is incorporated herein éference
to Exhibit 3.1 of the Company's Annual Report omrd.0K
to the Securities & Exchange Commission for fit@06,
SEC File No. 00-04221.

3.2 Amended and Restated By-Laws of the Company are
incorporated herein by reference to Exhibit 3. thef
Company's Form 8-K filed on October 11, 2007, SHE F
No. 001-04221.

41 Rights Agreement dated as of January 8, 1996, leetwes
Company and The Liberty National Bank and Trust @any
of Oklahoma City, N.A. is incorporated herein bference ti
the Company's Form 8-A, dated January 18, 1996, SEEC
No. 002-04221.

4.2 Amendment to Rights Agreement dated December &,200
between the Company and UMB Bank, N.A. is incorfexta
herein by reference to Exhibit 4 of the Compangmi8-K
filed on December 12, 2005, SEC File No.-04221.



*10.1

*10.2

*10.3

*10.4

Consulting Services Agreement between W. H. Helcheri
[Il and the Company dated March 30, 1990, is inocafed
herein by reference to Exhibit 10.3 of the Compaéyinual
Report on Form 10-K to the Securities and Exchange
Commission for fiscal 1996, SEC File No. (-04221.

Amendment to Consulting Services Agreement between
W. H. Helmerich, Ill and the Company dated Decenftter
1990, is incorporated herein by reference to ExHiBi2 of
the Company's Annual Report on FormK@e the Securitie
and Exchange Commission for fiscal 2006, SEC File
No. 001-04221.

Second Amendment to Consulting Services Agreement
between W. H. Helmerich, Ill and the Company dated
September 11, 2006, is incorporated herein by eafar to
Exhibit 10.1 of the Company's Form 8-K filed Sepbem13,
2006, SEC File No. 0(-04221.

Helmerich & Payne, Inc. 1996 Stock Incentive Pkn i
incorporated herein by reference to Appendix "Atrod
Company's Proxy Statement on Schedule 14A filed on
January 27, 199
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*10.5 Form of Nonqualified Stock Option Agreement foe tHelmerich &
Payne, Inc. 1996 Stock Incentive Plan is incorpeatdty reference to
Exhibit 99.2 to the Company's Registration Statemém 333-34939 on
Form &-8 dated September 4, 19¢

*10.6 Form of Restricted Stock Agreement for the HelnteicPayne, Inc. 1996
Stock Incentive Plan is incorporated by referemncExhibit 10.12 to the
Company's Annual Report on Form 10-K to the Seiesriaind Exchange
Commission for fiscal 1997, SEC File No. (-04221.

*10.7 Helmerich & Payne, Inc. 2000 Stock Incentive PRimcorporated herein by
reference to Appendix "A" of the Company's Proxgt&tent on
Schedule 14A filed on January 26, 20

*10.8 Form of Agreements for Helmerich & Payne, Inc. 2@206ck Incentive Plan
being (i) Restricted Stock Award Agreement, (iigémtive Stock Option
Agreement and (iii) Nonqualified Stock Option Agneent are incorporated by
reference to Exhibit 99.2 to the Company's RedistneStatement No. 333-
63124 on Form -8 dated June 15, 20C

*10.9 Form of Director Nonqualified Stock Option Agreerhésr the Helmerich &
Payne, Inc. 2000 Stock Incentive Plan is incorpatdtterein by reference to
Exhibit 10.1 of the Company's Quarterly Report onnf 10-Q to the Securitie
and Exchange Commission for the quarter ended 3on2002, SEC File
No. 002-04221.

*10.1C Form of Change of Control Agreement for HelmericliP&yne, Inc. is
incorporated herein by reference to Exhibit 10.8hef Company's
Quarterly Report on Form 10-Q to the Securities Brechange
Commission for the quarter ended June 30, 2002, BEQNo. 00:-04221.

10.11 Note Purchase Agreement dated as of August 15, 200@ng Helmerich ¢
Payne International Drilling Co., Helmerich & Payhac. and various
insurance companies is incorporated herein byeater to Exhibit 10.20 of tt
Company's Annual Report on Form 10-K to the Seiegriatnd Exchange
Commission for fiscal 2002, SEC File No. (-04221.

10.1z Credit Agreement dated December 18, 2006, amonmétath & Payne
International Drilling Co., Helmerich & Payne, Iramnd Wells Fargo Bank,
National Association, is incorporated herein byerefce to Exhibit 10.1 of tt
Company's Form-K filed on December 20, 2006, SEC File No. -04221.

10.1: Note Purchase Agreement dated as of June 15, aé@#hg Helmerich &
Payne International Drilling Co., Helmerich & Payhac. and various Note
purchasers is incorporated by reference to Exhibit of the Company's
Form &K filed July 21, 2009, SEC File No. 0-04221.

10.1¢ Office Lease dated May 30, 2003, between K/B Fuhdnd Helmerich &
Payne, Inc. is incorporated herein by referendextuibit 10.18 of the
Company's Annual Report on Form 10-K to the Seiesriaind Exchange
Commission for fiscal 2003, SEC File No. (-04221.

10.15 First Amendment to Lease between ASP, Inc. and Eletim & Payne, Inc. is
incorporated herein by reference to Exhibit 10.Fafm 8-K filed by the
Company on May 29, 200

*10.1€ Helmerich & Payne, Inc. Annual Bonus Plan for Exa@iOfficers is
incorporated herein by reference to Exhibit 10.thef Company's Form 8-K
filed on December 7, 2009, SEC File No. -04221.

*10.17 Helmerich & Payne, Inc. 2005 Long-Term IncentivarPis incorporated
herein by reference to Appendix "A" to the Comparfoxy Statement on
Schedule 14A filed January 26, 20
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*10.18

*10.18

*10.2C

*10.21

10.2zZ

10.2¢

10.2¢

10.2¢

*10.2€

*10.27

*10.28

Form of Agreements for Helmerich & Payne, Inc02Qong-Term Incentive
Plan applicable to certain executives: (i) Nondiei Stock Option
Agreement, (ii) Incentive Stock Option Agreememtdl iii) Restricted Stock
Award Agreement are incorporated herein by refexe¢nd=xhibit 10.2 of the
Company's Form-K filed on December 8, 2009, SEC File No. -04221.

Form of Agreements for the Helmerich & Payne, R@05 Long-Term
Incentive Plan applicable to participants othentbartain executives:
Nongqualified Stock Option Agreement, Incentive &t@ption Agreement, ai
Restricted Stock Award Agreement are incorporatgeih by reference to
Exhibit 10.3 of the Company's Form 8-K filed on Betber 8, 2009, SEC File
No. 001-04221.

Form of Amendment to Nonqualified Stock Option Agreents and
Amendment to Restricted Stock Award AgreementgHerHelmerich &
Payne, Inc. 2005 Long-Term Incentive Plan applieablcertain executive
officers are incorporated herein by reference thilkik10.4 of the Company's
Form &K filed on December 7, 2009, SEC File No. -04221.

Form of Amendment to Nonqualified Stock Option Agreents and
Amendment to Restricted Stock Award AgreementgHerHelmerich &
Payne, Inc. 2005 Long-Term Incentive Plan applieablparticipants other
than certain executive officers are incorporatettineby reference to

Exhibit 10.5 of the Company's Form 8-K filed on Betber 7, 2009, SEC File
No. 001-04221.

Fabrication Contract between Helmerich & Paynertradonal Drilling Co.
and Southeast Texas Industries, Inc. is incorpdrageein by reference to
Exhibit 10.1 of the Company's Form 8-K filed on Betber 7, 2006, SEC File
No. 002-04221.

Contract dated July 18, 2007, between Helmerichagn International
Drilling Co. and Southeast Texas Industrial Seryjdec. is incorporated
herein by reference to the Company's Form 8-K filely 7, 2007, SEC File
No. 002-04221.

Amendment to Contract dated August 8, 2008, betwésmerich & Payne
International Drilling Co. and Southeast Texas btdas, Inc. is incorporated
herein by reference to Exhibit 10.33 of the Compadynual Report on
Form 10-K to the Securities and Exchange Commisiipfiscal 2008, SEC
File No. 00:-04221.

Amendment to Contract dated August 8, 2008, betwédmerich & Payne
International Drilling Co. and Southeast Texas btdal Services, Inc. is
incorporated herein by reference to Exhibit 10.Bthe Company's Annual
Report on Form 10-K to the Securities and Exchabgmmission for fiscal
2008, SEC File No. 0(-04221.

Supplemental Retirement Income Plan for SalarieglByees of Helmerich &
Payne, Inc. is incorporated herein by referendextuibit 10.1 of the
Company's Quarterly Report on Form 10-Q to the B&esiand Exchange
Commission for the quarter ended December 31, 2BB8, File No. 001-
04221.

Supplemental Savings Plan for Salaried Employeésetrherich & Payne, In
is incorporated herein by reference to Exhibit 1df.the Company's Quarterly
Report on Form 10-Q to the Securities and Exch&wagamission for the
quarter ended December 31, 2008, SEC File Nc-04221.

Helmerich & Payne, Inc. Director Deferred CompeimsaPlan is incorporated
herein by reference to Exhibit 10.3 of the Compau@uarterly Report on
Form 10-Q to the Securities and Exchange Commidsiothe quarter ended
December 31, 2008, SEC File No. ~04221.



13. The Company's Annual Report to Stockholders farali?010.
21. List of Subsidiaries of the Compar

23.1 Consent of Independent Registered Public Accourking.
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31.1

31.z

32.

101

Certification of Chief Executive Officer pursudantRule 13a-14(a)
promulgated under the Securities Exchange Act 8418s amended, as
adopted pursuant to Section 302 of the Sart-Oxley Act of 2002

Certification of Chief Financial Officer pursuant Rule 13a-14(a)
promulgated under the Securities Exchange Act 8418s amended, as
adopted pursuant to Section 302 of the Sart-Oxley Act of 2002

Certification of Chief Executive Officer and Chieihancial Officer Pursuant
to 18 U.S.C. Section 1350, as adopted pursuant¢tidh 906 of the Sarbanes-
Oxley Act of 2002

Financial statements from the annual report on Fi@AK of Helmerich &
Payne, Inc. for the fiscal year ended Septembe2@00, filed on

November 24, 2010, formatted in XBRL: (i) the Cdidated Statements 1
Income, (ii) the Consolidated Balance Sheets,tfii#) Consolidated Statements
of Shareholders' Equity, (iv) the Consolidated Statnts of Cash Flows and
(v) the Notes to Consolidated Financial Statemtagged as blocks of te»

*

Management or Compensatory Plan or Arrangen
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SIGNATURES

Pursuant to the requirements of SectioorlB5(d) of the Secur
be signed on its behalf by the undersigned, théoedmly authorized:

HELMERICH & PAYNE, INC.

By /s/ HANS HELMERICH
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*10.2

*10.3
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*10.5

*10.6

*10.7

*10.8

*10.9

Amended and Restated Certificate of IncorporatibHelmerich & Payne, Inc. is
incorporated by reference to Exhibit 3.1 of the @amy's Annual Report on Form 10-K
to the Securities and Exchange Commission for fi2d86, SEC File No. 0(-04221.

Amended and Restated By-Laws of the Company amgpacated herein by reference to
Exhibit 3.1 of the Company's Form 8-K filed on Gmo 11, 2007, SEC File No. 001-
04221.

Rights Agreement dated as of January 8, 1996, lesttiee Company and The Liberty
National Bank and Trust Company of Oklahoma CityANs incorporated herein t
reference to the Company's For-A, dated January 18, 1996, SEC File No.-04221.

Amendment to Rights Agreement dated December &,28tween the Company and
UMB Bank, N.A. is incorporated herein by referetcdxhibit 4 of the Company's
Form &K filed on December 12, 2005, SEC File No. -04221.

Consulting Services Agreement between W. H. Helchetil and the Company dated
March 30, 1990, is incorporated herein by referandexhibit 10.3 of the Company's
Annual Report on Form 10-K to the Securities andHaxge Commission for fiscal
1996, SEC File No. 0(-04221.

Amendment to Consulting Services Agreement betweehl. Helmerich, 11l and the
Company dated December 26, 1990, is incorporatezirhby reference to Exhibit 10.2
of the Company's Annual Report on Form 10-K toSkeeurities and Exchange
Commission for fiscal 2006, SEC File No. (-04221.

Second Amendment to Consulting Services Agreemetmtden W. H. Helmerich, 111
and the Company dated September 11, 2006, is ioctau herein by reference to
Exhibit 10.1 of the Company's Form 8-K filed Sept&mnl3, 2006, SEC File No. 001-
04221.

Helmerich & Payne, Inc. 1996 Stock Incentive Pimtcorporated herein by reference
to Appendix "A" of the Company's Proxy StatementSmhedule 14A filed on
January 27, 199°

Form of Nonqualified Stock Option Agreement for thelmerich & Payne, Inc. 1996
Stock Incentive Plan is incorporated by referecExhibit 99.2 to the Company's
Registration Statement No. -34939 on Form -8 dated September 4, 19¢

Form of Restricted Stock Agreement for the HelntedcPayne, Inc. 1996 Stock
Incentive Plan is incorporated by reference to BitHi0.12 to the Company's Annual
Report on Form 10-K to the Securities and Exchabgmmission for fiscal 1997, SEC
File No. 00:-04221.

Helmerich & Payne, Inc. 2000 Stock Incentive Pimcorporated herein by reference
to Appendix "A" of the Company's Proxy StatementSmhedule 14A filed on
January 26, 200:

Form of Agreements for Helmerich & Payne, Inc. 2@6ck Incentive Plan being

(i) Restricted Stock Award Agreement, (ii) Incerti8tock Option Agreement and

(iii) Nonqualified Stock Option Agreement are inporated by reference to Exhibit 99.2
to the Company's Registration Statement No. 33263h Form S-8 dated June 15,
2001.

Form of Director Nonqualified Stock Option Agreeréor the Helmerich & Payne, In
2000 Stock Incentive Plan is incorporated hereindfgrence to Exhibit 10.1 of the



*10.1C

Company's Quarterly Report on Form 10-Q to the Besiand Exchange Commission
for the quarter ended June 30, 2002, SEC File Nt-04221.

Form of Change of Control Agreement for HelmericliP&yne, Inc. is incorporated
herein by reference to Exhibit 10.3 of the Compau@uarterly Report on Form 10-Q to
the Securities and Exchange Commission for thetguanded June 30, 2002, SEC File
No. 001-04221.
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*10.21

10.2Z

10.2:

Note Purchase Agreement dated as of August 15,, 200@ng Helmerich & Payr
International Drilling Co., Helmerich & Payne, Iramd various insurance companies is
incorporated herein by reference to Exhibit 10.2the Company's Annual Report on
Form 10-K to the Securities and Exchange Commidginfiscal 2002, SEC File

No. 002-04221.

Credit Agreement dated December 18, 2006, amongnétath & Payne International
Drilling Co., Helmerich & Payne, Inc. and Wells BarBank, National Association, is
incorporated herein by reference to Exhibit 10.thef Company's Form 8-K filed on
December 20, 2006, SEC File No. -04221.

Note Purchase Agreement dated as of June 15, 268%)g Helmerich & Payr
International Drilling Co., Helmerich & Payne, Iramd various Note purchasers is
incorporated by reference to Exhibit 10.1 of therfpany's Form 8-K filed July 21,
2009, SEC File No. 0(-04221.

Office Lease dated May 30, 2003, between K/B Fuhdrd Helmerich & Payne, Inc. is
incorporated herein by reference to Exhibit 10.L8he Company's Annual Report on
Form 10-K to the Securities and Exchange Commiggiofiscal 2003, SEC File

No. 002-04221.

First Amendment to Lease between ASP, Inc. and Eletim & Payne, Inc. is
incorporated herein by reference to Exhibit 10.Fofm 8-K filed by the Company on
May 29, 2008

Helmerich & Payne, Inc. Annual Bonus Plan for ExeauOfficers is incorporated
herein by reference to Exhibit 10.1 of the Compsufgrm 8-K filed on December 7,
2009, SEC File No. 0(-04221.

Helmerich & Payne, Inc. 2005 Long-Term IncentivarPis incorporated herein by
reference to Appendix "A" to the Company's Proxgt&nent on Schedule 14A filed
January 26, 200t

Form of Agreements for Helmerich & Payne, Inc. 20@8g-Term Incentive Plan
applicable to certain executives: (i) Nonqualifiethck Option Agreement, (ii) Incentive
Stock Option Agreement, and (iii) Restricted Stédakard Agreement are incorporated
herein by reference to Exhibit 10.2 of the Compsaufgrm 8-K filed on December 8,
2009, SEC File No. 0(-04221.

Form of Agreements for the Helmerich & Payne, R@05 Long-Term Incentive Plan
applicable to participants other than certain ettees: Nonqualified Stock Option
Agreement, Incentive Stock Option Agreement, ansitiReed Stock Award Agreement
are incorporated herein by reference to Exhibi8 I.the Company's Form 8-K filed on
December 8, 2009, SEC File No. -04221.

Form of Amendment to Nonqualified Stock Option Agreents and Amendment to
Restricted Stock Award Agreements for the Helme&dpayne, Inc. 2005 Long-Term
Incentive Plan applicable to certain executiveceffs are incorporated herein by
reference to Exhibit 10.4 of the Company's Form Blé¢d on December 7, 2009, SEC
File No. 00:-04221.

Form of Amendment to Nonqualified Stock Option Agreents and Amendment to
Restricted Stock Award Agreements for the Helme&dPayne, Inc. 2005 Long-Term
Incentive Plan applicable to participants othentbartain executive officers are
incorporated herein by reference to Exhibit 10.5hef Company's Form 8-K filed on
December 7, 2009, SEC File No. (-04221.

Fabrication Contract between Helmerich & Paynertraggonal Drilling Co. and
Southeast Texas Industries, Inc. is incorporatedihdy reference to Exhibit 10.1 of t
Company's Form-K filed on December 7, 2006, SEC File No. -04221.

Contract dated July 18, 2007, between Helmerichagne International Drilling Co. ar



Southeast Texas Industrial Services, Inc. is ino@iged herein by reference to the
Company's Form-K filed July 7, 2007, SEC File No. 0-04221.
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Amendment to Contract dated August 8, 2008, betwédmerich & Payne Internatior
Drilling Co. and Southeast Texas Industries, Iadncorporated herein by reference to
Exhibit 10.33 of the Company's Annual Report onnkd0-K to the Securities and
Exchange Commission for fiscal 2008, SEC File Nii-04221.

Amendment to Contract dated August 8, 2008, betwésmerich & Payne Internatior
Drilling Co. and Southeast Texas Industrial Serjdac. is incorporated herein by
reference to Exhibit 10.34 of the Company's AnRegort on Form 10-K to the
Securities and Exchange Commission for fiscal 2@#C File No. 00-04221.

Supplemental Retirement Income Plan for SalarieglByees of Helmerich &
Payne, Inc. is incorporated herein by referendextuibit 10.1 of the Company's
Quarterly Report on Form 10-Q to the Securities Brchange Commission for the
quarter ended December 31, 2008, SEC File Nc-04221.

Supplemental Savings Plan for Salaried Employeésetherich & Payne, Inc. is
incorporated herein by reference to Exhibit 10.2hef Company's Quarterly Report on
Form 10-Q to the Securities and Exchange Commidsiothe quarter ended
December 31, 2008, SEC File No. ~04221.

Helmerich & Payne, Inc. Director Deferred CompeimsaPlan is incorporated herein by
reference to Exhibit 10.3 of the Company's QuartBeport on Form 10-Q to the
Securities and Exchange Commission for the quartded December 31, 2008, SEC
File No. 00:-04221.

The Company's Annual Report to Stockholders farali?010.
List of Subsidiaries of the Compar
Consent of Independent Registered Public Accouriing.

Certification of Chief Executive Officer pursuantRule 13a-14(a) promulgated under
the Securities Exchange Act of 1934, as amendeafj@sted pursuant to Section 302 of
the Sarban«Oxley Act of 2002

Certification of Chief Financial Officer pursuant Rule 13a-14(a) promulgated under
the Securities Exchange Act of 1934, as amendeafj@sted pursuant to Section 302 of
the Sarban«Oxley Act of 2002

Certification of Chief Executive Officer and Chieihancial Officer Pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Segfi6rof the Sarbanes-Oxley Act of
2002.

Financial statements from the annual report on FIOAK of Helmerich & Payne, Inc.

for the fiscal year ended September 30, 2010, GletNovember 24, 2010, formatted in
XBRL: (i) the Consolidated Statements of Incomg,tfie Consolidated Balance Sheets,
(i) the Consolidated Statements of Shareholdegsiity, (iv) the Consolidated
Statements of Cash Flows and (v) the Notes to Gioiaded Financial Statements tagged
as blocks of texi
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Helmerich & Payne, Inc.

Exhibit 13

Helmerich & Payne, Inc.is the holding Company for
Helmerich & Payne International Drilling Co., ai@mational
drilling contractor with land and offshore operatan the
United States, South America, Mexico, Trinidad,iédr

and the Middle East. Holdings also include comnadrmaal
estate properties in the Tulsa, Oklahoma areaaand
energy-weighted portfolio of securities valued gpr@ximately
$326 million as of September 30, 2010.

FINANCIAL HIGHLIGHTS

Years Ended
September 3C 2010 2009 200¢

(in thousands, except per share amoL

Operating

Revenue! $1,875,16 $1,843,74 $1,869,37
Net Income 156,31! 353,54! 461,73t
Diluted

Earnings pe

Share 1.4F 3.31 4.32
Dividends

Paid per

Share .21C .20C .18t
Capital

Expenditure 329,57. 876,83¢ 697,90¢

Total Assets 4,265,37! 4,161,02: 3,588,04!




To the Cc-owners
of Helmerich & Payne, Inc.:

Two thousand and ten was a year of tramsénd recovery; let me take the opportunity ftec
on some of the milestones that stand out. FirsheZaela was certainly a disappointing episodeHter t
Company this year but, while perhaps receiving ntloa@ its fair share of attention, it is now behuwd
and we have moved forward.

The industry fought its way back from amatic "once in 30 year" free fall that startedha early
Fall of 2008 and bottomed in June of 2009. In teofngtilization, margins, operating income and res,
we outpaced our land drilling peers during the vecy that unfolded in the second half of 2009 and
continued through our fiscal year 2010. Industrgavactivity steadily improved through the yearttes
U.S. land count currently stands at 80 percenh®fiumber of rigs that were running in October @&
For the Company's rig count, we have exceededotraentage. During 2010, we reactivated nearly 90
rigs, our largest single-year effort, and the Conypaecently crossed the threshold of having 198 rig
operating in the U.S. This surpassed our previeasrd during the last cyclical peak and achieves th
highest level of activity in the U.S. in the Comparhistory. In addition to better utilization, weatpace!
our peers by maintaining significantly higher prams in average rig revenue and margins during all
parts of the cycle.

Another milestone worthy of mention is o@w build effort in 2010. In a year where natgas
prices have fallen in half, the Company has beéntabsecure 23 new FlexRig orders since last March
all long-term contracts with favorable returns. S&@ew orders help us maintain our market leadershi
in the AC powered land rig market where three-aararof our U.S. fleet is AC powered compared to
one-third for the nearest competitor. Our expemegives us a simple, but profound advantage that
enables us to build rigs for a lower cost and aeht@gher returns than our peers. That experience
represents over 560 rig years of running AC powégetinology in the field and captures learningsifro
more than ten years of our own design and intednat@nufacturing efforts.
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In November, we rolled our 18b FlexRig3 off the line. The FlexRig3 is the flagsiuf our fleet,
and we marked the event with a celebration at aeefs Port assembly facility in Houston, Texas. |
we read so much about the diminished level of mactufing in our country, it's nice to have the
opportunity to recognize the efforts of people vilawe built over 200 FlexRigs in that facility. TheO

th FlexRig3 on display contained multiple feature @mtements and improvements compared to the fir
Flex3 assembled in 2002. These improvements coone ‘feating your own cooking” and a Company-
wide focus, from our design and engineering efftardugh our field operations, to constantly improve
and drive innovations that enhance performance.

The Company had two milestone retireman010: Doug Fears, Executive Vice President and
Chief Financial Officer of the Company for over y@2ars, and Alan Orr, Executive Vice President,
Drilling Technology and Development, who spearheéatie FlexRig design effort and had 35 years of
service.

Finally, the Company celebrated itst@Oanniversary in 2010. Relatedly, we want to recogmy

dad, Walt Helmerich, for his 66 year of involvement with H&P. He started work tnesut of Harvard
Business School in 1950 and continues today a€dnepany's Chairman. We are thankful for his
leadership and are enormously indebted to him arldet many other loyal employees, past and present
who have built the Company's reputation the oldmfased way: brick by brick, precept upon precept.
Our job going forward is to vigorously defend amiyance a powerful combination: Being the world's
oldest and most experienced land contract drilkel;, at the same time, the most innovative and fadwa
thinking. That is the charge we embrace headirmg20t.1.

Sincerely,

tnhboieriL

Hans Helmerich
Presiden
November 24, 201




Financial & Operating Review

HELMERICH & PAYNE, INC.

Years Ended September 3(C 201( 200¢ 200¢
SUMMARY OF CONSOLIDATED STATEMENTS OF INCOME*t
Operating Revenue $1,875,16  $1,843,74  $1,869,37
Operating Costs, excluding depreciat 1,071,95 944,78( 987,83¢
Depreciation** 262,65¢ 227,53! 195,34:
General and Administrative Exper 81,47¢ 58,82: 56,42¢
Operating Income (Los! 451,79t 608,87" 640,08
Interest and Dividend Incon 1,811 2,75¢ 3,52¢
Gain on Sale of Investment Securit — — 21,99¢
Interest Expens 17,15¢ 13,59( 18,72:
Income (Loss) from Continuing Operatic 286,08: 380,54t 420,25¢
Net Income 156,31: 353,54! 461,73t
Diluted Earnings Per Common Sha
Income (Loss) from Continuing Operatic 2.6€ 3.5€ 3.9
Net Income 1.4¢ 3.31 4.3z
*$000's omitted, except per share data
tAll data excludes discontinued operations exceptntome.
**2004 includes an asset impairment of $51,516 degreciation of $88,07
SUMMARY FINANCIAL DATA*
Cash** $ 6302 $ 9614 $ 7754
Working Capital** 417,88t 157,10: 274,51
Investment 320,71. 356,40 199,26¢
Property, Plant, and Equipment, Ne 3,275,02i 3,194,27. 2,605,38
Total Asset 4,265,37! 4,161,02. 3,588,04!
Long-term Debt 360,00t 420,00( 475,00(
Shareholders' Equil 2,807,46! 2,683,00! 2,265,47.
Capital Expenditure 329,57. 876,83¢ 697,90¢
*$000's omitted
** Excludes discontinued operatior
Rig Fleet Summary
Drilling Rigs—
U. S. Lanc- FlexRigs 182 162 14¢€
U. S. Lanc- Highly Mobile 11 11 12
U. S. Lanc- Conventiona 27 27 27
Offshore Platforn 9 9 9
International Land' 28 33 19
Total Rig Flee! 257 243 213
Rig Utilization Percentag—
U. S. Lanc- FlexRigs 87 76 10C
U. S. Lanc- Highly Mobile 0 29 83
U. S. Lanc- Conventiona 17 39 80
U. S. Lanc- All Rigs 73 68 96
Offshore Platforn 80 89 75
International Land 71 70 72

tExcludes discontinued operatio




2007 200¢ 200¢ 200¢ 200z 200z 2001 200(

$1,502,38 $1,140,21 $ 733,90 $ 532,75 $ 472,40 $ 472,86 $ 479,13 $ 348,49

788,96 606,94! 435,05 375,60( 322,55 319,33( 295,02: 223,94!
137,18 93,36: 88,48 139,59: 76,74¢ 56,20¢ 46,13« 69,32¢
47,40: 51,87: 41,01¢ 37,66 41,00: 36,56: 28,18( 23,30¢
586,50t 395,34! 182,35! (14,699 35,84¢ 61,94¢ 113,89( 32,46¢
4,14: 9,68¢ 5772 1,622 2,461 3,62¢ 9,12¢ 18,14«
65,45¢ 19,86¢ 26,96¢ 25,41¢ 5,52¢ 24,82( 1,18¢ 13,29¢
9,591 6,49¢ 12,41¢ 12,54: 12,351 99¢ 1,71¢ 2,71¢
415,92« 269,85 120,66¢ (2,01¢) 16,417 55,017 71,04¢ 36,88:
449,26 293,85t 127,60t 4,35¢ 17,87: 63,51’ 144,25. 82,30(
3.9¢ 2.54 1.1¢€ (0.0 0.17 0.54 0.7C 0.3¢
4.2 2.71 1.2t 0.04 0.17 0.65 1.4Z 0.82

$ 6744 $ 3219 $ 284,46 $ 63,78 $ 29,76 $ 45,69 $ 127,39 $ 106,17

209,76t 126,54( 378,49t 157,26t 82,71: 87,58¢ 201,54¢ 165,51
223,36( 218,30¢ 178,45 161,53: 158,77( 150,17¢ 203,27 307,42!
2,068,81. 1,399,97. 897,50« 913,33t 983,02t 824,81! 565,19! 489,72.
2,885,36! 2,134,71. 1,663,35I 1,406,84 1,417,771 1,227,31 1,300,12. 1,200,85
445,00( 175,00( 200,00( 200,00( 200,00( 100,00( 50,00( 50,00(
1,815,511 1,381,89. 1,079,23i 914,11( 917,25 895,17( 1,026,47 955,70
885,58: 521,84 78,677 86,057 233,85( 298,29! 152,12 62,22¢
11 7 5( 4¢ 4! 2¢ 1 ¢

1 1 1: 1: 1: 1: 1: 1(

2 2¢ 2¢ 2¢ 2¢ 2¢ 2t 2.

g g 1: 1: 1 1 1( 1

1t 1t 1. 1¢ 2! 1¢ 2 2.

18. 13t 11¢ 11 11¢ 9 7¢ 7(

10 10t 10( 9¢ 9 ¢ 10! 9¢

o 10 9¢ 9! 8¢ 9 8¢ ot

8 ot 8: 6 5¢ 7( 9¢ 7

9 9¢ 9¢ 8 8. 8¢ 9 8!

6! 6! 5: 4¢ 5! 8: 9¢ 9

8¢ ot 8( 4 4; 5¢ 6¢ 6(




Management's Discussion & Analysis of Financial Cadition and Results
of Operations

Helmerich & Payne, Inc.

RISK FACTORS AND FORWARD-LOOKING STATEMENTS

The following discussion should be read in conjiorctvith Part | of our

Form 10-K as well as the Consolidated Financialedtents and related notes
thereto. Our future operating results may be agftty various trends and
factors, which are beyond our control. These ingJnong other factors,
fluctuations in oil and natural gas prices, unexge@xpiration or termination
of drilling contracts, currency exchange gains sges, expropriation of real
and personal property, changes in general econooniditions, disruptions to
the global credit markets, rapid or unexpected gharn technologies, risks of
foreign operations, uninsured risks, changes inastim and foreign policies,
laws and regulations and uncertain business comnditihat affect our
businesses. Accordingly, past results and trenoisldmot be used by investt
to anticipate future results or trends.

With the exception of historical information, thetters discussed in
Management's Discussion & Analysis of Financial dibon and Results of
Operations include forward-looking statements. €Hfesward-looking
statements are based on various assumptions. Wiercthat, while we belie\
such assumptions to be reasonable and make thgoodfaith, assumed facts
almost always vary from actual results. The diffees between assumed facts
and actual results can be material. We are incfuthis cautionary statement
take advantage of the "safe harbor" provisionfiefRrivate Securities
Litigation Reform Act of 1995 for any forward-loaig statements made by us
or persons acting on our behalf. The factors ifiedtin this cautionary
statement and those factors discussed under Ra&rBdeginning on page 5
of our Form 10-K are important factors (but notessarily all important
factors) that could cause actual




results to differ materially from those expressedmy forward-looking
statement made by us or persons acting on ourfostialundertake no duty to
update or revise our forward-looking statementgdams changes of internal
estimates or expectations or otherwise.

EXECUTIVE SUMMARY

Helmerich & Payne, Inc. is primarily a contractlidrg company which owned
and operated a total of 257 drilling rigs at Sefiten80, 2010. Our contract
drilling segments include the U.S. Land segmenthich we had 220 rigs, the
Offshore segment in which we had 9 offshore platfoigs, and the
International Land segment in which we had 28 agSeptember 30, 2010.
After experiencing a very significant decline ig itilization and spot pricing
in the U.S. land market during the prior year, wpezgienced a partial and
encouraging recovery during 2010. A confluencevaings in the U.S.
contributed to this recovery, including increasexkls of drilling to hold
acreage by production, operator access to capralgh several favorable
exploration and production joint venture agreemeantsl the shift of operators'
drilling budgets from natural gas to crude oil digdids-rich projects. With
some exceptions, international markets in gendsalr@covered during fiscal
2010, allowing us to generate strong results fromtiauing operations as
compared to the prior year. Activity in our Offse@egment remained
relatively strong and was not significantly impattey the deepwater drilling
moratorium in the Gulf of Mexico. Drilling contineg¢o become more
challenging and technologically focused, requimmgre highly capable rigs
which are expected to be in short supply as denmaptbves. We are well
positioned to meet the long-term needs of our coste and to compete
successfully for opportunities in any improving ier
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As further discussed in Note 2 of the Consolidétencial Statements, our
Venezuelan subsidiary was classified as discontirmperations on June 30,
2010, after the announced "forceful acquisition®of drilling assets in that
country by the Venezuelan government. The subgiavais previously
classified as an operating segment within our ir##onal Land segment.
Accordingly, we reclassified the financial statetsesind related disclosures
all periods presented. These reclassificationsigadhpact on net income, to
assets or total shareholders' equity. Unless otkemvdicated, the following
discussion pertains only to our continuing operaidll historical statements
and statistical data have been restated to exdisdentinued operations.
Unless otherwise indicated, references to 20109 20@ 2008 in the following
discussion are referring to our fiscal year 201M®and 2008.

RESULTS OF OPERATIONS

All per share amounts included in the Results oéi@pons discussion are
stated on a diluted basis. Our net income for 2049 $156.3 million ($1.45
per share), compared with $353.5 million ($3.31g&re) for 2009 and
$461.7 million ($4.32 per share) for 2008. Includedur net income for 2008
were after-tax gains from the sale of investmeatsgtes of $13.5 million
($0.13 per share). Net income also includes aftegains from the sale of
assets of $3.3 million ($0.03 per share) in 20BM $nillion ($0.03 per share)
in 2009 and $8.3 million ($0.08 per share) in 20@8luded in net income in
2009 and 2008 are after-tax gains of $0.3 millind &6.5 million ($0.06 per
share), respectively, from involuntary conversibétoag-lived assets that
sustained significant damage as a result of Hurad&atrina in 2005. Also
included in net income is our portion of incomenfran equity affiliate,
Atwood Oceanics, Inc. ("Atwood"), of $0.09 per shar 2009 and $0.16 per
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share in 2008. Effective April 1, 2009, we deteredwe no longer had the
ability to exercise significant influence over ogémg and financial policies at
Atwood and discontinued accounting for Atwood using equity method. The
investment in Atwood is now recorded at fair valuieh changes included as a
component of other comprehensive income.

Consolidated operating revenues were $1,875.2amiih 2010,

$1,843.7 million in 2009, and $1,869.4 million i@dB. In 2009, as oil and
natural gas prices declined and uncertainty ircamtal markets increased,
customers reduced spending on exploration and olewant drilling causing a
reduction in rig utilization. Our U.S. land rig igation was 73 percent in 20:
68 percent in 2009 and 96 percent in 2008. Theageenumber of U.S. land
rigs available was 207 rigs in 2010, 194 rigs i02@nd 171 rigs in 2008.
Revenue in the Offshore segment remained stea2®1i and 2009 after
increasing in 2009 from 2008. Rig utilization fdfalmore rigs was 80 percent
in 2010, compared to 89 percent in 2009 and 75gméia 2008. International
rig revenues increased in 2010 after staying kedtilevel in 2009 from 2008.
Rig utilization in our International Land segmerdasn/1 percent in 2010,

70 percent in 2009 and 72 percent in 2008.

We did not sell any investment securities in 200Q@09, but recorded gains
of $22.0 million in 2008 from the sale of investrhsacurities. Interest and
dividend income was $1.8 million, $2.8 million a®8.5 million in 2010, 2009
and 2008, respectively.

Direct operating costs in 2010 were $1,072.0 millow 57 percent of operatii
revenues, compared with $944.8 million or 51 petrcen
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of operating revenues in 2009 and $987.8 millioB®percent of operating
revenues in 2008.

Depreciation expense was $262.7 million in 201@,72 million in 2009 and
$195.3 million in 2008. Included in depreciatioe abandonments of
equipment of $4.2 million in 2010, $5.3 million 2009, and $13.3 million in
2008. Depreciation expense, exclusive of the albameats, increased over t
threeyear period as we placed into service 23 new ngXid0, 25 in 2009 ar
29 in 2008. Depreciation expense in 2011 is expettencrease from 2010
from new rigs placed into service during 2010 aaditzonal rigs placed into
service during 2011. (See Liquidity and Capital dteses.)

As conditions warrant, management performs an arsabf the industry
market conditions impacting its long-lived assateach drilling segment.
Based on this analysis, management determiney ihgmairment is required.
In 2010, 2009 and 2008, no impairment was recorded.

General and administrative expenses totaled $8illibmin 2010,

$58.8 million in 2009, and $56.4 million in 200&hd $22.7 million increase
2010 from 2009 is partially due to an increasaatlsbased compensation of
$7.5 million. The increase in stock-based compémsas comprised of
additional expense of $4.9 million resulting fromlenge in our Long-Term
Incentive Plan which permitted continued equitytvegsafter retirement, and
$2.6 million expense resulting from options granted010 having a higher
grant price and value than options amortized atebeiper 30, 2009. Also
contributing to increased general and administeagixpenses in 2010 were
additional pension expense of $2.2 million andrammaase of $10.3 million
from increases in employee salaries,
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an increase in the number of employees and anasern@ bonus accruals.

Interest expense was $17.2 million in 2010, $13l6am in 2009, and

$18.7 million in 2008. Interest expense is primyaaitributable to the fixedate
debt outstanding and advances on the senior deslity. Interest expense
increased in 2010 from 2009 primarily as a resliayrowings under a fixed
rate credit facility obtained in July 2009. Capi#eal interest was $6.4 million,
$6.6 million and $4.7 million in 2010, 2009 and 80@espectively. All of the
capitalized interest is attributable to our rig swwaction program.

The provision for income taxes totaled $152.2 wrillin 2010, $227.9 million
in 2009, and $242.6 million in 2008. The effectiveome tax rate decreasec
35 percent in 2010 from 38 percent in 2009 and 2D@8erred income taxes
are provided for temporary differences betweerfitt@ncial reporting basis
and the tax basis of our assets and liabilitiesoRerability of any tax assets
are evaluated and necessary allowances are proviieccarrying value of the
net deferred tax assets is based on managemelghagmts using certain
estimates and assumptions that we will be abletegate sufficient future
taxable income in certain tax jurisdictions to imakhe benefits of such assets
If these estimates and related assumptions chartpe future, additional
valuation allowances may be recorded against tfexréel tax assets resulting
In additional income tax expense in the futuree(Sete 4 of the Consolidated
Financial Statements for additional income taxldosares.)

On May 21, 2008, we acquired a private limited panrship, TerraVici Drilling
Solutions ("TerraVici") in a transaction accountedunder the purchase
method of accounting. Under the purchase
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method of accounting, the assets and liabilitiefefaVici were recorded as
of the acquisition date, at their respective failues, and consolidated with ¢
financial statements. The operations for Terra¥rei included with all other
non-reportable business segments.

TerraVici is developing patented rotary steerabtdhology to enhance
horizontal and directional drilling operations. \Af&quired TerraVici to
complement technology currently used with FlexRig®e process of drilling
has become increasingly challenging as preferrdotypes deviate from
simple vertical drilling. By combining this new tamlogy with our existing
capabilities, we expect to improve drilling produity and reduce total well
cost to the customer.

We paid a total purchase price of $12.2 milliorJudling acquisition related
fees of $1.2 million. In conjunction with the acsjtion, we recorded an in-
process research and development ("IPR&D") chat§d ©.1 million in 2008.
The IPR&D represented rotary steerable system ("Rt®88Is under
development by TerraVici at the date of acquisitivex had not yet achieved
technological feasibility and would have no futaternative use. The

$11.1 million estimated fair value of the IPR&D wa@erived using the multi-
period excess-earnings method. The terms of thedction provide for future
contingency payments of up to $11 million basedpecific commerciality
milestones and certain earn-out provisions basddtare earnings being met.
Pursuant to the satisfaction of a performance maitess we paid $4.0 million
subsequent to September 30, 2010. This additianahpnt will be accounted
for as goodwill.

12




During 2010, 2009 and 2008, we incurred $12.3 anilli$9.7 million and
$1.8 million, respectively, of research and develept expenses related to
ongoing development of the RSS. We anticipate reeeend development
expenses to continue during 2011.

In 2010 and 2009, we had a net loss from discoatdmperations of

$129.8 million and $27.0 million, respectively, coaned to net income from
discontinued operations in 2008 of $41.5 milliore Metermined that, as of t
beginning of the second quarter of fiscal 2009 fandard, services to our
customer in Venezuela, Petroleos de Venezuela,(32BVSA"), no longer
met the revenue recognition criteria as colleciiglilecame uncertain. The
ability to collect accounts receivable in U.S. dddlfrom PDVSA deteriorated
to the point that, during the second quarter @ali009, we decided to
discontinue work as contracts expired. All of ol@ven rigs in Venezuela we
active at the end of 2008 and one rig remainedeaeti the end of 2009, but
became idle during the first quarter of 2010. Assult of the change in
revenue recognition, $57.9 million of revenue wasrecorded during 2009
and only cash collected of $13.5 million was reeords revenue in 2010.
Contributing to the net loss in 2010 was approxetya$70.2 million loss from
derecognizing our Venezuelan property and equipraedtnventory as a
result of the seizing of our assets by the Venezugbvernment. Accounts
receivable, payables and other deferred chargesradds, netting to
approximately $9.5 million, were also written o#dause the related future
cash inflows and outflows associated with them weréonger expected to
occur. At September 30, 2010, we had approxim&@ly3 million (U.S.
currency equivalent) cash balances in VenezuelaM@nezuelan subsidiary
has had, since July 22, 2008, an outstanding agtiglic
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with the Venezuelan government requesting apprimvemit approximately
$14.2 million as a dividend to its U.S. based paremnverting bolivar fuerte
cash balances to U.S. dollars. Because of therseifwour assets by the
Venezuelan government and our inability to obtgupraval of the dividend,
we also impaired approximately $21.1 million castoaSeptember 30, 2010.
On January 8, 2010, the Venezuelan government aedds currency and, as
a result, we recorded an exchange loss of appréeiyn®20.4 million which is
included in discontinued operations for 2010.

We are currently evaluating various remedies, miclg any recourse we may
have against PDVSA or related parties, any remuioarar reimbursement
that we might collect from PDVSA or related partiasd any other sources of
recovery for our losses. While there exists thesioigy of realizing a
recovery, we are currently unable to determindithang or amounts we may
receive, if any, or the likelihood of recovery. §ain contingencies are
recognized in our Consolidated Financial Statements

The following tables summarize operations by regdule operating segment.
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COMPARISON OF THE YEARS ENDED SEPTEMBER 30, 2010 AND 2009

201C 200¢ % Change
U.S. LAND OPERATIONS (in thousands, except operating statist -
Operating revenue $1,412,49 $1,441,16 (2.0)%
Direct operating expens: 772,76¢ 663,38! 16.5
General and administrative expel 23,79¢ 16,81: 41.€
Depreciatior 211,65: 187,25¢ 13.C
Segment operating incon $ 404,27 $ 573,70 (29.5)
Operating Statistics
Revenue day 55,05! 48,05¢ 14.€%
Average rig revenue per d. $ 23,90 $ 28,19 (15.2)
Average rig expense per d $ 12,28 $ 12,00 2.3
Average rig margin per de $ 11,62: $ 16,18t (28.2)
Number of rigs at end of peric 22C 201 9.5
Rig utilization 73% 68% 7.4

Operating statistics for per day revenue, expemskraargin do not include reimbursements of "oupaéket” expenses of $96,304 and
$86,297 for 2010 and 2009, respectively.

Rig utilization excludes one FlexRig completed aaadly for delivery at September 30, 20

Rig utilization excludes seven FlexRigs completetiraady for delivery at September 30, 2(

Operating income in the U.S. Land segment decreas$di04.3 million in
2010 from $573.7 million in 2009. Included in Ul&nd revenues for 2010 a
2009 is approximately $41.2 million and $169.4 roill respectively, from
early termination revenue and revenue from custsiiat requested delivery
delays for new FlexRigs. Excluding early terminatrelated revenue and
customer requested delivery delay revenue for newRigs, the average
revenue per day for 2010 decreased by $1,509 td623rom $24,670 in
2009, as a result of lower average dayrates in 20ftpared to 2009.

Direct operating expenses increased 17 percer@ili #fom 2009, and the
expense as a percentage of revenue increasedpEré&Ent in 2010 from

46 percent in 2009. However, the average rig ex@enas day increased by
only $279 during 2010, primarily as a result oftsascurred to reactivate idle
rgs.
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Rig utilization increased to 73 percent in 201fr68 percent in 2009. The
total number of rigs at September 30, 2010 wascd2@pared to 201 rigs at
September 30, 2009. The net increase is due teW4exRigs having been
completed and placed into service, one transfeéadde International Land
segment with a customer commitment, and six traresiédrom the
International Land segment. Subsequent to SepteBih&010, we classified
two conventional rigs as held for sale.

Depreciation includes charges for abandoned equipofes3.5 million and
$4.9 million in 2010 and 2009, respectively. Exahgdthe abandonment
amounts, depreciation in 2010 increased 14 pefommt 2009 due to the
increase in available rigs.

We expect to complete and deliver another 16 n@xHibs by the end of the
third fiscal quarter of 2011. Like those completediscal 2010, each of these
new rigs is committed to work for an exploratiordgroduction company
under a fixed term contract, performing drilling\dees on a daywork contract
basis. As a result of the new FlexRigs added ir026iid additional rigs
scheduled for completion in 2011, we anticipateréejation expense to
continue to increase in fiscal 2011.

During 2009, the economic recession, includingdéerease in oil and natural
gas prices and deterioration in the credit markedd,an effect on customer
spending. As a result, the industry's active lamidrdy rig count in the U.S.
land market declined by over fifty percent from tak of 2008 to the summer
of 2009. Since June 2009, the industry's U.S. tapdount has been
experiencing a steady recovery but the rig coulhtremains about 20 percent
below the peak level reported during the fall 0020At
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September 30, 2010, 185 out of 220 existing righenU.S. Land segment
were generating revenue. Of the 185 rigs generagéiwgnue, 127 were under
fixed term contracts, and 58 were working in thetsparket. At November 1
2010, the number of existing rigs under fixed teontracts in the segment
increased to 132 and the number of rigs workintipenspot market remained
58. Only one of the rigs under a fixed term coritve&s under a customer
requested delivery delay. Delayed FlexRigs do eoegate revenue days and
are not considered for purposes of calculatingrapdrting utilization rates.

COMPARISON OF THE YEARS ENDED SEPTEMBER 30, 2010 AND 2009

201(C 200¢ % Change
OFFSHORE OPERATIONS (in thousands, except operating statist
Operating revenue $202,73 $204,70: (1.0%
Direct operating expens: 131,32! 133,44. (1.6
General and administrative expel 5,821 4,09t 42.1
Depreciatior 12,51¢ 11,87 5.4
Segment operating incon $ 53,06¢ $ 55,29: (4.0)
Operating Statistics
Revenue day 2,642 2,93¢ (10.)%
Average rig revenue per d. $ 47,53 $ 48,67 (2.3
Average rig expense per d $ 24,65: $ 27,37. 9.9
Average rig margin per de $ 22,88 $ 21,30« 7.4
Number of rigs at end of peric 9 9 —
Rig utilization 80% 89% (10.7

Operating statistics of per day revenue, expensenaargin do not include reimbursements of "out-ofket" expenses of $37,594 and
$34,125 for 2010 and 2009, respectively. Also elediare the effects of offshore platform manager@mtracts and currency revaluation
expense.

Segment operating income in our Offshore segmesredsed by four percent
in 2010 from 2009 primarily due to reduced activlBegment operating
income was not significantly impacted during 20%Gaesult of the
government imposed deepwater drilling moratorium.
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Currently, we have seven of our nine platform mgsking. The rig located
offshore Trinidad was placed on standby duringfthueth fiscal quarter of
2010 but is expected to commence operations femaaustomer by the first
fiscal quarter of 2011.

COMPARISON OF THE YEARS ENDED SEPTEMBER 30, 2010 AND 2009

201C 200¢ % Change
INTERNATIONAL LAND OPERATIONS (in thousands, except operating statist
Operating revenue $ 247,17 $ 187,09 32.1%
Direct operating expens: 166,02: 146,56! 13.2
General and administrative expel 2,94¢ 2,301 28.2
Depreciatior 29,93¢ 19,27¢ 5588
Segment operating incon $ 48,27: $ 18,95t 154.7
Operating Statistict
Revenue day 7,25¢ 4,807 50.%%
Average rig revenue per d. $ 32,45 $ 35,61¢ (8.9
Average rig expense per d $ 21,14: $ 26,52¢ (20.9)
Average rig margin per de $ 11,30¢ $ 9,04 24.2
Number of rigs at end of peric 28 33 (15.2)
Rig utilization 71% 70% 1.4

Operating statistics of per day revenue, expenskenaargin do not include reimbursements of "out-oftket" expenses of $11,779 and
$15,884 for 2010 and 2009, respectively. Also elediare the effects of currency revaluation expense

Rig utilization at September 30, 2009 excludeskiagRig completed and ready for delivery and twexiRigs delivered waiting on custon
location.

The International Land segment had operating incoh®8.3 million for
2010 compared to $19.0 million for 2009, primadlye to an increase in
revenue days.

Rig utilization for international land operatiomereased to 71 percent in 201C
from 70 percent in 2009. The total number of rigSeptember 30, 2010 was
28 compared to 33 rigs at September 30, 2009. €beedse was due to six r
transferred to the U.S. Land segment and oneaigterred to the Internatior
Land segment. Five of the six rigs had been ifrternational Land
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segment for prospective bidding purposes and caule o the U.S. under
contract. The rig transferred to the Internatidreahid segment was in transit to
a customer location at September 30, 2010. TwoRtExcompleted in 2009
and one FlexRig completed in 2008 were placedsetweice during 2010.

Direct operating expenses increased primarily dusntincrease in activity.
However, the average rig expense per day decrea2€d 0 from 2009 as
revenue days increased and labor and stacking sepealated to rigs that
became idle were reduced.

Subsequent to September 30, 2010, two rigs wemnsfeaed to the U.S. Land
segment with one of those under contract. Thresnational rigs have
received release notifications and are expecteetton to the U.S. Land
segment late in the first quarter and early securadter of fiscal 2011.

COMPARISON OF THE YEARS ENDED SEPTEMBER 30, 2009 AND 2008

200¢ 200¢ % Change
U.S. LAND OPERATIONS (in thousands, except operating statist
Operating revenue $ 1,441,16. $ 1,542,03: (6.5)%
Direct operating expens: 663,38! 756,82¢ (12.9)
General and administrative expel 16,81 17,59¢ (4.5
Depreciatior 187,25¢ 161,89: 15.7
Segment operating incon $ 573,70 $ 605,71 (5.9
Operating Statistics
Revenue day 48,05 59,80: (19.6%
Average rig revenue per d. $ 28,19 $ 2452 15.C
Average rig expense per d $ 12,00 $ 11,39 5.4
Average rig margin per de $ 16,18 $ 13,12 23.¢
Number of rigs at end of peric 201 18t 8.€
Rig utilization 68% 96% (29.2)

Operating statistics for per day revenue, expemskraargin do not include reimbursements of "oupaéket” expenses of $86,297 and
$75,519 for 2009 and 2008, respectively.
Rig utilization excludes seven FlexRigs completetiraady for delivery at September 30, 2(
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Operating income in the U.S. Land segment decreas$8l73.7 million in
2009 from $605.7 million in 2008. Included in Ul&nd revenues for 2009 w
approximately $169.4 million from early terminatigvenue and revenue fr
customers that requested delivery delays for n@xMilys. The average
revenue per day for 2009 increased $3,672 of whi;624 was attributable to
the early termination related revenue and custostgrested delivery delay
revenue for new FlexRigs.

During 2009, we received 37 early termination regirom customers
corresponding to the new rig build program. Allr8)s released had been
deployed to the field prior to fiscal 2008.

Direct operating expenses decreased 12.3 peraantd008 to 2009, and the
expense as a percentage of revenue declined terdémn in 2009 from

49 percent in 2008. The average rig expense perhdayever, increased
during 2009 due to fixed expenses incurred onnideincluding property
taxes and insurance as well as labor and othemneggeassociated with
stacking rigs.

Rig utilization decreased to 68 percent in 2008nf&6 percent in 2008. The
total number of rigs at September 30, 2009 wasc@drdpared to 185 rigs at
September 30, 2008. The net increase was duenewFlexRigs having been
completed and placed into service, 7 rigs complatetiready for service, 7
transferred to the International Land segment waitstomer commitments, 5
transferred to the International Land segment tadesl for bidding prospecti
work, and 1 rig removed and held for sale. Deptamancluded charges for
abandoned equipment of $4.9 million and $13.2 arilin 2009 and 2008,
respectively. Excluding the
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abandonment amounts, depreciation in 2009 increz@eercent from 2008

due to the increase in available rigs.

COMPARISON OF THE YEARS ENDED SEPTEMBER 30, 2009 AND 2008

200¢ 200¢ % Change
OFFSHORE OPERATIONS (in thousands, except operating statist
Operating revenue $204,70: $154,45: 32.5%
Direct operating expens: 133,44. 104,45: 27.¢
General and administrative expel 4,09t 4,45; (8.0
Depreciatior 11,87: 12,15:; (2.3
Segment operating incon $ 55,29 $ 33,39 65.€
Operating Statistics
Revenue day 2,93¢ 2,44; 20.2%
Average rig revenue per d $ 48,67 $ 47,74 2.C
Average rig expense per d $ 27,37 $ 29,65¢ (7.7)
Average rig margin per de $ 21,30 $ 18,08: 17.¢
Number of rigs at end of peric 9 9 —
Rig utilization 89% 75% 18.7

Operating statistics of per day revenue, expensenaargin do not include reimbursements of "out-ofket" expenses of $34,125 and
$16,330 for 2009 and 2008, respectively. Also ebatluare the effects of offshore platform managem@mtracts and currency revaluation

expense.

Segment operating income in our Offshore segmeneased 66 percent in
2009 from 2008 due to increased activity and deginning work in Trinidad

during 2008.
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COMPARISON OF THE YEARS ENDED SEPTEMBER 30,

2009 AND 2008

200¢ 200¢ % Change
INTERNATIONAL LAND OPERATIONS (in thousands, except operating statist
Operating revenue $187,09 $161,07. 16.2%
Direct operating expens: 146,56! 125,66( 16.€
General and administrative expel 2,301 3,34¢ (31.2)
Depreciatior 19,27¢ 14,19: 35.¢
Segment operating incon $ 18,95! $ 17,87 6.C
Operating Statistics
Revenue day 4,807 4,12( 16.7%
Average rig revenue per d $ 35,61 $ 34,96 1.¢
Average rig expense per d $ 26,52 $ 25,94 2.2
Average rig margin per de $ 9,09 $ 9,01 0.8
Number of rigs at end of peric 33 19 73.7
Rig utilization 70% 72% (2.9

Operating statistics of per day revenue, expensenaargin do not include reimbursements of "out-ofket" expenses of $15,884 and
$17,019 for 2009 and 2008, respectively. Also ebatluare the effects of currency revaluation expense
Rig utilization at September 30, 2009 excludeskiagRig completed and ready for delivery and twexiRigs delivered waiting on custon
location. Rig utilization at September 30, 2008ledtes four FlexRigs completed and ready for dejiver

Segment operating income for our International Le@giment increased six
percent in 2009 from 2008. The total number of agSeptember 30, 2009 v
33 compared to 19 rigs at September 30, 2008. D209, 12 rigs were
transferred to the International Land segment ftioenU.S. Land segment. Of
those twelve, seven were under contract with theaneing five used for
bidding prospective work. Those five were subsetiyeaturned to the U.S.
Land segment. Five new FlexRigs were placed intaisduring 2009 with
two of them completed in 2008 and two completeddf9. The fifth FlexRig

was completed during 2008 and was under contrabeagnd of 2009 waiting
to be sent to a location to be determined by thexaipr.
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LIQUIDITY AND CAPITAL RESOURCES

Our capital spending was $329.6 million in 20107&8 million in 2009 and
$697.9 million in 2008. Net cash provided from @igrg activities was
$462.3 million in 2010, $895.9 million in 2009 aff88.6 million in 2008. O1
2011 capital spending level will be primarily dnvby our new build
construction program as it adapts to market den@nidicremental FlexRigs
during the year. Given the number of customer camemnts that we already
have for new FlexRigs to be completed in 2011, thedevel of rig component
orders that are required to ensure our abilityffiecévely respond to addition
new FlexRig demand, our current capital spenditignase for 2011 is
approximately $600 million.

Historically, we have financed operations primatiiyough internally
generated cash flows. In periods when internallyegated cash flows are not
sufficient to meet liquidity needs, we will eitneorrow from available credit
sources or, if market conditions are favorabld,smitfolio securities.
Likewise, if we are generating excess cash flovespvay invest in short-term
investments. In 2009, we purchased $12.5 millioghmfrt-term investments.
The $12.5 million short-term investment mature@@i.0.

We manage a portfolio of marketable securities, e close of fiscal 2010,
had a market value of $320.7 million. Our investisen Atwood and
Schlumberger, Ltd. made up 93 percent of the pastéomarket value on
September 30, 2010. The value of the portfoliaulgect to fluctuation in the
market and may vary considerably over time. Execlgdur investments in
limited
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partnerships carried at cost, the portfolio is rded at fair value on our
balance sheet.

We generated cash proceeds from the sale of gortfeturities of
$25.5 million in 2008. We did not sell any porttmBecurities in 2010 or 2009.

In 2008, proceeds were primarily from the sale@,000 shares of
Schlumberger, Ltd. and all other available-for-ssdeurities we owned.
Proceeds were primarily used to fund capital exfieres.

Our proceeds from asset sales totaled $7.9 milhi@9010, $8.1 million in 20C
and $22.5 million in 2008. In 2008, two interna@biand rigs were sold
generating $13.0 million in proceeds. Income frased sales in 2008 totaled
$13.0 million. The rigs sold in 2008 were idle la¢ time of the sales and, with
our emphasis on FlexRig technology, we took adypntd the opportunity to
sell older rigs. In each year we also had saledcdr damaged rig equipment
and drill pipe used in the ordinary course of bass

In 2009 and 2008, we received insurance proceedpbximately

$0.2 million and $5.3 million, respectively, forrdages sustained to our
offshore Rig 201 during Hurricane Katrina. Duriig tfourth quarter of fiscal
2007, our Rig 178 was lost when the well it wadlidg had a blowout. During
2009 and 2008, we received gross insurance procéeggproximately

$0.3 million and $8.7 million, respectively, in gattion with the loss of Rig
178. We recorded a net gain from involuntary coswer of approximately
$0.5 million
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in 2009 and $10.2 million in 2008. The proceedswshin the Consolidated
Statements of Cash Flows under investing activitiese used to rebuild Rig
201 and replace Rig 178. The costs for both rigewapitalized with Rig 201
returning to work in the fourth fiscal quarter &f@7 and the replacement rig
returning to work in 2008. We have settled bothnetaand no additional
insurance proceeds are expected.

We have $150 million of intermediate-term unsecutelt obligations with
staged maturities of $75 million in August, 20121&75 million in August,
2014. The annual average interest rate throughriyatull be 6.53 percent.
The terms of the debt obligations require that veentain a minimum ratio of
debt to total capitalization of less than 55 petc&he note purchase agreen
also contains additional terms, conditions, antric®ns that we believe are
usual and customary in unsecured debt arrangerf@rdempanies that are
similar in size and credit quality.

We have $200 million senior unsecured fixed-rateesthat mature over a
period from July 2012 to July 2016. Interest onrib&es is paid semi-annually
based on an annual rate of 6.10 percent. We whlenfize equal annual
principal repayments of $40 million starting onyJRlL, 2012. Financial
covenants require that we maintain a funded leweratjo of less than

55 percent and an interest coverage ratio (asetBfiof not less than 2.50 to
1.00. The note purchase agreement also contaimsoadd terms, conditions,
and restrictions that we believe are usual ancbouesty in unsecured debt
arrangements for companies that are similar inamecredit quality.

25




We have an agreement with a multi-bank syndicata fove-year,

$400 million senior unsecured credit facility expg December 2011. We he
the option to borrow at the prime rate for matastof less than 30 days but
anticipate the majority of all of the borrowingsen\the remaining life of the
facility will accrue interest at a spread over tmsdon Interbank Bank Offere
Rate (LIBOR). We pay a commitment fee based onuthesed balance of the
facility. The spread over LIBOR and the commitmfe®t are determined
according to a scale based on the ratio of oul detiat to total capitalization.
The LIBOR spread ranges from .30 percent to .46qrgrdepending on the
ratio. Based on the ratio at the close of the A&xbal year, the LIBOR spread
on borrowings was .35 percent and the commitmenias .075 percent per
annum. The advances bear an interest rate of @@&emt. At September 30,
2010, we had two letters of credit totaling $21i8iom under the facility and
had borrowed $10 million against the facility wi868.1 million remaining
available to borrow. Subsequent to September 310,20e paid the

$10 million outstanding balance and had $378.lionilavailable to borrow.

Financial covenants in the facility require thatmvaintain a funded leverage
ratio (as defined) of less than 50 percent ancheamast coverage ratio (as
defined) of not less than 3.00 to 1.00. The facdbntains additional terms,
conditions, and restrictions that we believe armabiand customary in
unsecured debt arrangements for companies thatratlar in size and credit
guality. At September 30, 2010, we were in com@ewith all debt
covenants.

In January 2010, a $105 million unsecured lineretlit that matured was paid
in full using operating cash flow and borrowingslanthe $400 million
facility. At the same time, an interest rate
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swap with the same maturity and a notional amotii65 million expired.

At September 30, 2010, we had 142 existing righ wiintracts under fixed
terms with original term durations ranging from swnths to seven years, w
some expiring in fiscal 2011. The contracts proareermination at the
election of the customer, with an early terminaf@yment to be paid if a
contract is terminated prior to the expirationlod fixed term. While most of
our customers are primarily major oil companies kange independent oil
companies, a risk exists that a customer, espgeaamaller independent oill
company, may become unable to meet its obligatmialsmay exercise its ea
termination election in the future and not be d@blpay the early termination
fee. Although not expected at this time, our futteneenue and operating res
would be negatively impacted if this were to happen

Our operating cash requirements and estimatedat&penditures, including
completion of the remaining rig construction, facal 2011 will be funded
through current cash, cash provided from operaoiyities, funds available
under the current credit facility, funds availabrder any new credit facility
and, possibly, sales of available-for-sale se@agiti

The current ratio was 2.9 at September 30, 2010L&hdt September 30, 20
The longterm debt to total capitalization ratio was 11 patcand 14 percent
September 30, 2010 and 2009, respectively. Thesdseris due to equity
increasing, primarily from earnings, and a decraaseng-term debit.
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During 2010, we paid dividends of $.21 per share, mtal of $22.3 million,
representing the 38th consecutive year of dividanckases.

STOCK PORTFOLIO HELD

Market Value
September 30, 201 Number of Share:  Cost Basit
(in thousands, except share amou
Atwood Oceanics, Inc 8,000,000 $ 121,49¢ $ 243,60(
Schlumberger, Ltc 967,50( 7,68¢ 59,60¢
Other 12,36¢ 22,507
Total $141,55. $325,71!

MATERIAL COMMITMENTS

We have no off balance sheet arrangements otheolherating leases
discussed below. Our contractual obligations &Segftember 30, 2010, are
summarized in the table below in thousands:

Payments due by yea

Contractual Obligations Total 2011 2012 201z 201« 201t After 2015
Long-term debt and estimated interest $435,06! $22,02¢  $146,30- $54,20!  $126,15! $44,40¢ $41,96!
Operating leases (| 27,75¢ 7,20¢ 4,74 3,63: 2,15¢ 2,03¢ 7,98:
Purchase obligations (| 68,831 68,831 — — — — —
Total Contractual Obligatior $531,65I $98,06° $151,04i $57,83¢  $128,31: $46,44. $49,94¢

(&) The estimated future interest payments orvariable-rate credit facilities were based on tingerest rate and principal balance at
September 30, 2010. Interest on fixed-rate debtegtimated based on principal maturities. See 18dt@ebt" to our Consolidated Financial
Statements.

(b) See Note 15 "Commitments and Contingentiestir Consolidated Financial Statements.

The above table does not include obligations forpmmnsion plan or amounts
recorded for uncertain tax positions.

In 2010, we contributed $3.4 million to the penspdain. Based on current
information available from plan actuaries, we eatencontributing at least
$0.6 million in 2011 to meet the minimum
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contribution required by law. We expect to makeitalgal contributions to
fund unexpected distributions in lieu of liquidafipension assets. Future

contributions beyond 2011 are difficult to estimdtee to multiple variables
involved.

At September 30, 2010, we had $8.8 million recorfdedincertain tax
positions and related interest and penalties. Hewalie timing of such
payments to the respective taxing authorities caba@stimated at this time.
Income taxes are more fully described in Note théoConsolidated Financial
Statements.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The Consolidated Financial Statements are impdmteéte accounting policie
used and the estimates and assumptions made byemaeaat during their
preparation. These estimates and assumptions al#aézd on an on-going
basis. Estimates are based on historical exper@md¢®n various other
assumptions that we believe to be reasonable whd@ircumstances, the
results of which form the basis for making judgnsesibout the carrying values
of assets and liabilities that are not readily appafrom other sources. Actual
results may differ from these estimates under giffeassumptions or
conditions. The following is a discussion of th&ical accounting policies and
estimates used in our financial statements. Ofgarfgant accounting policie
are summarized in Note 1 to the Consolidated Fiah&tatements.

Property, Plant and EquipmeProperty, plant and equipment, including
renewals and betterments, are stated at cost, wiailetenance and repairs are
expensed as incurred. Interest costs applicalifeetoonstruction of qualifying
assets are capitalized as a component of the tegth assets. We account for
the
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depreciation of property, plant and equipment usimggstraight-line method
over the estimated useful lives of the assets densig the estimated salvage
value of the property, plant and equipment. Bothdhktimated useful lives and
salvage values require the use of management éstin@ertain events, such
as unforeseen changes in operations, technologyadket conditions, could
materially affect our estimates and assumptiorseadl|to depreciation.
Management believes that these estimates havenh&tenially accurate in the
past. For the years presented in this report, grafsgtant changes were made
the determinations of useful lives or salvage valligpon retirement or other
disposal of fixed assets, the cost and relatednaglaied depreciation are
removed from the respective accounts and any gailosses are recorded in
the results of operations.

Impairment of Lon-lived Assetdlanagement assesses the potential
impairment of our long-lived assets whenever eventhanges in conditions
indicate that the carrying value of an asset mdypraecoverable. Changes
that could prompt such an assessment may includiprag@nt obsolescence,
changes in the market demand for a specific agsatds of relatively low rig
utilization, declining revenue per day, decliniragla margin per day,
completion of specific contracts, and/or overahmtges in general market
conditions. If a review of the long-lived assetdigates that the carrying value
of certain of these assets is more than the egtnatdiscounted future cash
flows, an impairment charge is made to adjust #reying value to the
estimated fair market value of the asset. Theviaie of drilling rigs is
determined based on quoted market prices, if ddail@therwise, it is
determined based upon estimated discounted fuaiste flows. Cash flows are
estimated by management considering factors suphoapective market
demand, recent changes in rig technology andfestedbn each rig's
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marketability, any cash investment required to makg marketable,
suitability of rig size and makeup to existing fdams, and competitive
dynamics due to lower industry utilization. Useddferent assumptions could
result in an impairment charge different from tregiorted.

Fair Value of Financial InstrumenfFair value is defined as an exit price,
which is the price that would be received upon sélen asset or paid upon
transfer of a liability in an orderly transactioattveen market participants at
the measurement date. The degree of judgmentadtiliz measuring the fair
value of assets and liabilities generally corredatethe level of pricing
observability. Financial assets and liabilitieshaieadily available, actively
guoted prices or for which fair value can be meagdirom actively quoted
prices in active markets generally have more pgiahbservability and require
less judgment in measuring fair value. Converdetgncial assets and
liabilities that are rarely traded or not quotedééess price observability and
are generally measured at fair value using valnatodels that require more
judgment. These valuation techniques involve sawellof managemel
estimation and judgment, the degree of which iseddpnt on the price
transparency of the asset, liability or market #rednature of the asset or
liability. The carrying amounts reported in thetstaent of financial position
for current assets and current liabilities qualityas financial instruments
approximate fair value because of the short-tertaraaf the instruments.
Marketable securities are carried at fair valueclwhs generally determined by
guoted market prices. We have categorized finaasiséts and liabilities
measured at fair value into a three-level hieraftogccordance with
Accounting Standards Codification ("TASC") 820. ($éme 8 of the
Consolidated Financial Statements for fair valiseldisures.)
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Self-Insurance AccruaM/e self-insure a significant portion of expectessles
relating to worker's compensation, general liapigmployer's liability, and
auto liabilities. Generally, deductibles are $1liml or $2 million per
occurrence depending on whether a claim occurdernmi outside of the Unitt
States. Insurance is purchased over deductiblesitae our exposure to
catastrophic events. Estimates for incurred outlst@nliabilities for worker's
compensation, general liability claims and for wlaithat are incurred but not
reported are recorded. Estimates are based omibistgperience and statistical
methods that we believe are reliable. Nonethelasarance estimates include
certain assumptions and management judgments regdhe frequency and
severity of claims, claim development and settlenpeactices. Unanticipated
changes in these factors may produce materialfgrédiit amounts of expense
that would be reported under these programs.

Our wholly-owned captive insurance company, Whiagle Assurance
Company, provides a portion of our physical damagarance for company-
owned drilling rigs and reinsures internationaluzds/ deductibles. With the
exception of "named windstorm" risk in the GulfMéxico, we insure rig and
related equipment at values that approximate theureplacement cost on
the inception date of the policy. We self-insui&lamillion per occurrence
deductible, as well as 10 percent of the estimagplhcement cost of offshore
rigs and 30 percent of the estimated replacemesttfooland rigs and
equipment. We have two insurance policies covesirgffshore platform rigs
for "named windstorm" risk in the Gulf of Mexicoh@ first policy covers four
rigs and has a $55 million insurance limit over28 #illion deductible. We
have been indemnified by a customer for $17 milbdithis deductible. The
second policy covers two rigs and has a $40 miliimit and a $3.5 million
deductible.
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We maintain certain other insurance coverage wettiudtibles as high as

$5 million. Excess insurance is purchased overtlseserage amounts to limit
our exposure to catastrophic claims, but therebeano assurance that such
coverage will respond or be adequate in all cirdances. Retained losses are
estimated and accrued based upon our estimathe afjgregate liability for
claims incurred and, using adjuster's estimatashistorical loss experience
estimation methods that are believed to be reliddmetheless, insurance
estimates include certain assumptions and manadguagments regarding
the frequency and severity of claims, claim develept, and settlement
practices. Unanticipated changes in these factassproduce materially
different amounts of expense and related liabdit\We self insure a number of
other risks including loss of earnings and busimagsruption.

Pension Costs and ObligatioOur pension benefit costs and obligations are
dependent on various actuarial assumptions. We @asd@mptions relating to
discount rates and expected return on plan as3etdiscount rate is
determined by matching projected cash distributieitls the appropriate
corporate bond yields in a yield curve analysis @ilscount rate was lowered
from 5.42 percent to 4.48 percent as of Septembe?@LO to reflect changes
in the market conditions for high-quality fixed-ome investments. The
expected return on plan assets is determined lmaskistorical portfolio
results and future expectations of rates of retdotual results that differ from
estimated assumptions are accumulated and amoavardhe estimated futL
working life of the plan participants and couldréfere affect the expense
recognized and obligations in future periods. Aseptember 30, 2006, the
Pension Plan was frozen and benefit accruals wscemtinued. As a result,
the rate of compensation increase assumption leasdiminated
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from future periods. We anticipate pension expaodee approximately
$2.7 million in 2011 which is comparable to 2010.

Stock-Based Compensatidistorically, we have granted stock-based awards
to key employees and non-employee directors asop#neir compensation.
We estimate the fair value of all stock option a¥gass of the date of grant by
applying the Black-Scholes option-pricing modeleTdpplication of this
valuation model involves assumptions, some of whiehjudgmental and
highly sensitive. These assumptions include, anobhegrs, the expected stock
price volatility, the expected life of the stocktigms and the risk-free interest
rate. Expected volatilities were estimated usirgghistorical volatility of our
stock based upon the expected term of the optiancdvisider information in
determining the grant date fair value that wouldenmdicated that future
volatility would be expected to be significanthyffdrent than historical
volatility. The expected term of the option wasided from historical data and
represents the period of time that options areneséd to be outstanding. The
risk-free interest rate for periods within the estted life of the option was
based on the U.S. Treasury Strip rate in effetiietime of the grant. The fair
value of each award is amortized on a stralgiatasis over the vesting per
for awards granted to employees. Stock-based awgaatded to nommployee
directors are expensed immediately upon grant.

The fair value of restricted stock is determineddahon the average of the h
and low price of our common stock on the date ahgrwWe amortize the fair
value of restricted stock awards to compensatigerese on a straight-line
basis over the vesting period. At September 300 20drecognized
compensation cost related to
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unvested restricted stock was $4.7 million. Thd moexpected to be
recognized over a weighted-average period of larsye

Revenue RecognititRevenues and expenses for daywork contracts are
recognized daily as the work progresses. For cecamtracts, payments are
received that are contractually designated fomntleilization of rigs and other
drilling equipment. Revenues earned, net of dicests incurred for the
mobilization, are deferred and recognized oveit¢ha of the related drilling
contract. Other lump-sum payments received fronooaiers relating to
specific contracts are deferred and amortizeddorre as services are
performed. Costs incurred to relocate rigs andralh#ing equipment to areas
iIn which a contract has not been secured are egdeassincurred. For
contracts that are terminated prior to the speattiem, early termination
payments received by us are recognized as revevhasall contractual
requirements are met.

NEW ACCOUNTING STANDARDS

Effective October 1, 2009, we adopted the guidacegained in ASC 260,
Earnings per Shar, that clarifies that all outstanding unvested sHaased
payment awards that contain nonforfeitable rigbtdividends or dividend
equivalents, whether paid or unpaid, are particigadecurities. An entity mu
iInclude participating securities in its calculatmilbasic and diluted earnings
per share pursuant to the two-class method pursoa®BC 260. All prior-
period earnings per share data presented has Opestea retrospectively to
conform to the provisions of ASC 260. The impact#f adoption is shown in
Note 7 of the Consolidated Financial Stateme

35




In December 2008, the Financial Accounting Stansl&aolard ("FASB") issue
revisions to ASC Topic 71%,ompensation—Retirement Benefildie new
guidance expands disclosure by requiring more mé&tion about how
iInvestment allocation decisions are made, moranmbion about major
categories of plan assets, including concentraifarsk and fair-value
measurements, and the fair-value techniques andisiysed to measure plan
assets. The disclosure requirements have beeneabiopdur annual financial
statements for the year ended September 30, 2@l poospective basis. The
adoption had no material impact on the Consolid&tadncial Statements.

On October 1, 2009, we implemented the previousfemled provisions of
ASC 820,Fair Value Measurements and Disclosurdéasr nonfinancial assets
and liabilities recorded at fair value, as requirgdditionally, we adopted
Accounting Standards Update ("ASU") No. 20094feasuring Liabilities at
Fair Valuewnhich provided amendments to ASC 8E@jr Value
Measurements and Disclost, for the fair value measurement of liabilities
when a quoted price in an active market is notlalba. The adoption of these
pronouncements had no impact on the ConsolidatehEial Statements.

In October 2009, the FASB issued ASU 2009-MN18]tiple-Deliverable
Revenue Arrangeme—a consensus of the FASB Emerging Issues Task Fc
(Topic 605), which amends the revenue guidanceruA8€ 605. This update
requires entities to allocate revenue in an arnangge using estimated selling
prices of the delivered goods and services basedsaefling price hierarchy.
This guidance eliminates the residual method ofémere allocation and requi
revenue to be allocated using the relative sepince method. ASU No. 2009-
13 is effective for fiscal years beginning on deaf
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June 15, 2010 and may be applied prospectivelgri@ngements entered into
after the effective date or retrospectively forgdliods presented. The adop
is effective for us no later than the beginnindisdal 2011. We do not expect
the provision of ASU 2009-13 to have a materia¢etfion our Consolidated
Financial Statements.

On January 21, 2010, the FASB issued ASU No. 2@, ¢~&r Value
Measurements and Disclosui(Topic 820)—Improving Disclosures about
Fair Value Measuremen. The disclosure requirements requiring reporting
entities to provide information about movementasdets among Levels 1 and
2 of the three-tier fair value hierarchy was addmie December 15, 2009 with
no impact on the Consolidated Financial Stateméiffsctive for fiscal years
beginning after December 15, 2010, a reconciliatibpurchases, sales,
iIssuance, and settlements of financial instrumealtsed with a Level 3
method, which is used to price the hardest to viasieuments, will be
required. We currently believe the adoption reldtetdevel 3 financial
instruments will have no impact on the Consoliddedhncial Statements.

QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK

Foreign Currency Exchange Rate RWe have operations in several South
American countries, Trinidad, Mexico, Africa ane tiliddle East. With the
exception of Argentina, our exposure to currendyatdon losses is usually
immaterial due to the fact that virtually all ingeibillings and receipts in other
countries are in U.S. dollars. The exchange rated®n the U.S. dollar and t
Argentine peso stayed within a narrow range foesexears and then devalt
27 percent during 2009, resulting in the recoraihg $2.2 million
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currency loss. In 2010, a devaluation loss of $dilBon was recorded from a
2.6 percent devaluation of the Argentine peso ¢ddts. dollar.

We are not operating in any country that is culyecansidered highly
inflationary, which is defined as cumulative initat rates exceeding

100 percent in the most recent three-year periddfAur foreign subsidiaries
use the U.S. dollar as the functional currencylandl currency monetary
assets are remeasured into U.S. dollars with ganddosses resulting from
foreign currency transactions included in curresufts of operations. As suc
if a foreign economy is considered highly inflaoy, there would be no
impact on the Consolidated Financial Statements.

Commodity Price Riskhe demand for contract drilling services is a ltesiu
exploration and production companies spending memeyxplore and develop
drilling prospects in search of crude oil and naltgas. Their appetite for such
spending is driven by their cash flow and finanstaéngth, which is very
dependent on, among other things, crude oil anagralaggas commaodity prices.
Crude olil prices are determined by a number obfaancluding supply and
demand, worldwide economic conditions, and geadpalifactors. Crude ol
and natural gas prices have been volatile anddiffigult to predict. While
current energy prices are important contributongdsitive cash flow for
customers, expectations about future prices ame polatility are generally
more important for determining future spending Isv&his volatility has led
many exploration and production companies to base tapital spending on
much more conservative estimates of commodity prids a result, demand
for contract drilling services is not always puralyunction of the movement
commodity prices.
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In addition, customers may finance their explomaggativities through cash
flow from operations, the incurrence of debt origsiance of equity. Any
deterioration in the credit and capital markets)ygserienced in 2008 and
2009, can make it difficult for customers to obthinding for their capital
needs. A reduction of cash flow resulting from dexs in commodity prices or
a reduction of available financing may result ireduction in customer
spending and the demand for drilling services. Téiction in spending cot
have a material adverse effect on our businesa¢ial condition or
operations.

We attempt to secure favorable prices through amkéordering and
purchasing for drilling rig components. While thesaterials have generally
been available at acceptable prices, there is surasce the prices will not
vary significantly in the future. Any fluctuatioms market conditions causing
increased prices in materials and supplies couphonfuture operating costs
adversely.

Interest Rate RisOur interest rate risk exposure results primarnbnt short-
term rates, mainly LIBOR-based, on borrowings fraun commercial banks.
Our current risk due to interest fluctuation wasimial at September 30, 2010
due to the amount of our fixed-rate debt being axiprately 97 percent of
total debt.
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The following tables provide information as of Sapber 30, 2010 and 2009
about our interest rate risk sensitive instruments:

INTEREST RATE RISK AS OF SEPTEMBER 30, 2010 (dollass in thousands)

After Fair Value
2011 201% 201 201« 201t 201t Total 9/30/1(
Fixec-Rate Deb $ — $ 115,00 $ 40,00 $ 115,00( $ 40,00 $ 40,00 $ 350,000 $ 382,85:
Average Interest Ra — 6.4% 6.1% 6.5% 6.1% 6.1% 6.2%
Variable Rate Dek $ — $ 10,00 $ — $ —  $ — $ — $ 10,00( $ 10,00
Average Interest Rate ( €)]
(a) Advances bear interest rate of .61%
INTEREST RATE RISK AS OF SEPTEMBER 30, 2009 (dollass in thousands)
After Fair Value
201C 2011 2012 201 2014 2014 Total 9/30/0¢
Fixec-Rate Deb $ — $ = $115,00( $40,00( $115,000 $80,00( $350,001( $380,92!
Average Interest Ra — — 6.4% 6.1% 6.5% 6.1% 6.2%
Variable Rate Dek $ — $ — $7000C $ — $ — $ — $70,00( $ 70,00
Average Interest Rate ( (a)

(&) Advances bear interest rate of .60%

Equity Price RislOn September 30, 2010, we had a portfolio of sgearmwith
a total fair value of $325.7 million. The totalfamalue of the portfolio of
securities was $359.5 million at September 30, 2009 investments in
Atwood and Schlumberger, Ltd. made up 93 percetti®portfolio's fair valu
at September 30, 2010. Although we sold portionsunfpositions in
Schlumberger, Ltd. in 2008, we make no specifinpld sell securities, but
rather sell securities based on market conditimsadher circumstances.
These securities are subject to a wide varietyramaber of market-related
risks that could substantially reduce or increasefair value of our holdings.
Except for our investments in limited partnerstopsried at cost, the portfolio
IS recorded at fair value on the balance sheetefiinges in unrealized after-
tax value reflected in the equity section of thiabee sheet. At November 18,
2010, the total fair value of the portfolio of seties had increased
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to approximately $396.8 million with an estimatdtbatax value of
$258.4 million. Currently, the fair value exceels tost of the investments.
We continually monitor the fair value of the inu@sints but are unable to

predict future market volatility and any potentrabpact to the Consolidated
Financial Statements.
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Report of Independent
Registered Public Accounting Firm

The Board of Directors and Shareholders
Helmerich & Payne, Inc.

We have audited the accompanying consolidated balgineets of Helmerich & Payne, Inc. as of Septe@®e2010
and 2009, and the related consolidated statemémtsame, shareholders' equity, and cash flowsé&wh of the three
years in the period ended September 30, 2010. Timeseial statements are the responsibility of@menpany's
management. Our responsibility is to express aniopion these financial statements based on outsaud

We conducted our audits in accordance with thedstals of the Public Company Accounting Oversigham8ioUnitec
States). Those standards require that we plan arfidrpn the audit to obtain reasonable assurancetatitether the
financial statements are free of material misstatgmAn audit includes examining, on a test basiglence
supporting the amounts and disclosures in the @iahstatements. An audit also includes asseshm@d¢counting
principles used and significant estimates made agagement, as well as evaluating the overall filghstatement
presentation. We believe that our audits provideaaonable basis for our opinion.

In our opinion, the financial statements refer@dlbove present fairly, in all material respedts, ¢onsolidated
financial position of Helmerich & Payne, Inc. apgBEmber 30, 2010 and 2009, and the consolidatedisexf its
operations and its cash flows for each of the tlyezgrs in the period ended September 30, 201@nfoomity with
U.S. generally accepted accounting principles.

As discussed in Note 1 to the consolidated findrsteiements, effective October 1, 2007, the Compalopted the
requirements for accounting for uncertainty in imgotaxes.

We also have audited, in accordance with the stdsd# the Public Company Accounting Oversight Bo@snited
States), Helmerich & Payne Inc.'s internal contnadr financial reporting as of September 30, 2@B3ed on criteria
established in Internal Control-Integrated Framdwssued by the Committee of Sponsoring Organinataf the
Treadway Commission and our report dated NovemdbeP@10 expressed an unqualified opinion thereon.

/sl ERNST & YOUNG LLP

Tulsa, Oklahoma
November 24, 201
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Consolidated Statements of Income

Years Ended September 3(

201C 200¢ 200¢

OPERATING REVENUES

(in thousands, except per share amounts)

Drilling — U.S. Land $1,412,49  $1,441,161 $1,542,03
Drilling — Offshore 202,73¢ 204,70: 154,45
Drilling — International Lanc 247,17¢ 187,09¢ 161,07.
Other 12,75¢ 10,77¢ 11,80¢
1,875,16: 1,843,741 1,869,37
OPERATING COSTS AND
EXPENSES
Operating costs, excluding
depreciatior 1,071,95 944,78( 987,83¢
Depreciatior 262,65¢ 227,53! 195,34:
Research and developmt 12,26: 9,671 1,83:
Acquired inprocess research a
developmen — — 11,12¢
General and administratiy 81,47¢ 58,82: 56,42¢
Gain from involuntary
conversion of lon-lived asset — (541) (20,236
Income from asset sal (4,999 (5,402) (13,049
1,423,36! 1,234,86! 1,229,28
Operating income from
continuing operations 451,79¢ 608,87! 640,08
Other income (expens
Interest and dividend incon 1,811 2,75¢ 3,52¢
Interest expens (17,159 (13,590 (18,729
Gain on sale of investment
securities — — 21,99
Other 1,78 24F (2,396
(13,560 (10,590 5,401
Income from continuing operatior
before income taxes and equity
income of affiliate 438,23t 598,28! 645,48!
Income tax provisiol 152,15! 227,85( 242,59:
Equity in income of affiliate net of
income taxe: — 10,11: 17,36¢
Income from continuing operatiol 286,08 380,54¢ 420,25¢
Income (loss) from discontinued
operations before income tax (125,94 (22,47() 54,44
Income tax provisiol 3,82¢ 4,531 12,96¢
Income (loss) from discontinued
operations (129,769 (27,009 41,48(
NET INCOME $ 156,31 $ 35354 $ 461,73
Basic earnings per common she
Income from continuing
operations $ 27C $ 3.61 $ 4.0Z
Income (loss) from discontinued
operations $ 129 $ (0.26) $ 0.4C
Net income $ 147 $ 3.3 $ 4.42

Diluted earnings per commc



share:
Income from continuing

operations $ 266 $ 3.5€ $ 3.9¢
Income (loss) from discontinued

operations $ 1.2) $ (0.25) $ 0.3¢

Net income $ 14t $ 331 $ 4.32

Weighted average shares
outstanding (in thousand:
Basic 105,71: 105,36 104,28:
Diluted 107,40: 106,60t 106,58:

The accompanying notes are an integral part oktetements.
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Consolidated Balance Sheets

ASSETS
September 30 201C 200¢
(in thousands
CURRENT ASSETS
Cash and cash equivalel $ 63,02 $ 96,14
Shor-term investment — 12,50(
Accounts receivable, less reserve of $83(

2010 and $659 in 20C 457,65¢ 233,94¢
Inventories 43,40: 39,54«
Deferred income taxe 14,28: 6,37:
Assets held for sal — 1,02
Prepaid expenses and otl 64,17: 52,49¢
Current assets of discontinued operati 10,27( 80,90¢

Total current asse 652,80: 522,93.

INVESTMENTS 320,71. 356,40:
PROPERTY, PLANT AND EQUIPMENT, a
cost:
Contract drilling equipmer 4,285,27 3,901,96'
Construction in progres 154,59! 232,05!
Real estate propertit 61,73t 61,11«
Other 182,08° 169,09¢
4,683,69. 4,364,23!
Less— Accumulated depreciatic 1,408,67 1,169,96:
Net property, plant and equipme 3,275,021 3,194,27.
NONCURRENT ASSETS
Other asset 16,83¢ 15,78:
Noncurrent assets of discontinued operat — 71,63¢
Total noncurrent asse 16,83¢ 87,41¢
TOTAL ASSETS $ 4,265,37 $ 4,161,02

The accompanying notes are an integral part okteegements.
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LIABILITIES AND SHAREHOLDERS' EQUITY
September 30,

CURRENT LIABILITIES:

Accounts payabl

Accrued liabilities

Shor-term debt

Current liabilities of discontinued operatic

Total current liabilities

NONCURRENT LIABILITIES:

Long-term debt

Deferred income taxe

Other

Noncurrent liabilities of discontinued operatic

Total noncurrent liabilitie:

SHAREHOLDERS' EQUITY

Common stock, $.10 par value, 160,000,000 shate®rared, 107,057,904 shares issued as of
September 30, 2010 and 2009 and 105,819,161 and88)318 shares outstanding as of

September 30, 2010 and 2009, respecti

Preferred stock, no par value, 1,000,000 shardémemned, no shares issu

Additional paic-in capital
Retained earning
Accumulated other comprehensive inca

Less treasury stock, 1,238,743 shares in 2010 &7d 686 shares in 2009, at ¢

Total shareholders' equi

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

The accompanying notes are an integral part okttetements.
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201(C

200¢

(in thousands, except share data

and per share amoun

$ 80,53 $ 68,17
144,11. 111,75(
— 105,00(

7,992 16,98:
232,63 301,90¢
360,00( 420,00(
771,38¢ 672,35¢
91,60¢ 73,54¢
2,27¢ 10,20¢
1,225,26 1,176,10
10,70¢ 10,70¢
191,90( 176,03¢
2,547,91 2,414,94.
84,10° 112,45:
2,834,63! 2,714,13
27,16¢ 31,12¢
2,807,46! 2,683,00!
$4,265,37 $4,161,02




Consolidated Statements of Shareholders' Equity

Accumulated
Common Stock Additional Other

. _Treasury Stock
Comprehensive

Paid-In Retained Shares

Shares Amount Capital Earnings Income (Loss) Amount Total
(in thousands, except per share amot

Balance,
September
2007 107,05¢ $10,70¢ $143,14( $1,645,76 $75,88! 3,57 $(59,98) $1,815,51
Adjustment to
initially
apply ASC
74C-10-30-5 (5,04¢) (5,04¢)
Comprehensiv
Income:
Net income 461,73¢ 461,73¢
Other
comprehensiv
loss:
Unrealized
losses on
available-
for-sale
securities,
net (30,867 (30,869
Amortization
of net
periodic
benefit
costs — net
of actuaria
gain (6,615) (6,615
Total other
comprehen
loss (37,479
Total
comprehensiv
income 424,26(
Capital
adjustment
of equity
investee 1,66¢ 1,66¢
Dividends
declared
($.185 per
share) (19,939 (19,939
Exercise of
stock
options (9,740 (1,735 24,27: 14,537
Tax benefit of
stock-based
awards,
including
excess tax
benefits of
$24.9 millior 27,02 27,02:
Treasury stock
issued for
vested
restricted
stock (56) (©)] 56 —
Stock-based
compensatio 7,45¢ 7,45¢

Balance,

September

2008 107,05¢ 10,70¢ 169,49 2,082,51! 38,407 1,83t (35,659 2,265,47:
Comprehensiv

Income:

Net income 353,54! 353,54!
Other

comprehensiv

loss:

Unrealized

gains on

available-

for-sale

securities,

net 88,51¢ 88,51¢
Amortization

of net

periodic




benefit costs
net of
actuarial
gain
Total other
comprehensiv
gain
Total
comprehens
income
Capital
adjustment
of equity
investee
Dividends
declared
($.20 per
share)
Exercise of
stock
options
Tax benefit of
stock-basec
awards,
including
excess tax
benefits of
$1.2 million
Treasury stock
issued for
vested
restricted
stock
Stock-based
compensatis

174

(21,127

(1,979

1,27¢

(1,279

8,34¢

(14,479

(197  3,25(

(66) 1,27t

(14,479
74,04

427,58¢

174

(21,129

1,272

1,27:

8,34¢

Balance,
September 3!

2009 107,05t

Comprehensiv
Income:
Net income
Other
comprehen
loss:
Unrealized
losses on
available-
for-sale
securities,
net
Amortization
of net
periodic
benefit
costs — net
of actuaria
gain
Total other
comprehen
loss

Total
comprehensiv
income

Dividends
declared
($.22 per
share)

Exercise of
stock
options

Tax benefit of
stock-basec
awards,
including
excess tax
benefits of
$3.9 million

Treasury stock
issued for
vested
restricted
stock

Stock-based
compensatic

10,70¢  176,03¢ 2,414,94.

156,31:

(23,33)

(2,729

4,172

(1,445

15,85¢

112,45. 1,57 (31,129

(22,889

(5,459

(269  2,51¢

(700 1,44¢

2,683,00!

156,31:

(22,889

(5,459
(28,349

127,96¢

(23,33)

(202)

4,17z

15,85¢

Balance,
September 3

2010 107,05¢$ 10,70¢ $ 191,90( $ 2,547,91 $

84,107 1,23¢$ (27,169$ 2,807,46!




The accompanying notes are an integral part oeteegements.
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Consolidated Statements of Cash Flows

Years Ended September 30,

OPERATING ACTIVITIES:
Net income $
Adjustment for (income) loss from discontinued @tiems

Income from continuing operatiol
Adjustments to reconcile net income
to net cash provided by operating activit
Depreciatior
Provision for bad det
Equity in income of affiliate before income ta»
Stock-based compensatic
Gain on sale of investment securit
Gain from involuntary conversion of lo-lived asset:
Income from asset sal
Acquired ir-process research and developn
Deferred income tax expen
Other
Change in assets and liabilitie
Accounts receivabl
Inventories
Prepaid expenses and otl
Accounts payabl
Accrued liabilities
Deferred income taxe
Other noncurrent liabilitie

Net cash provided by operating activities from gwnhg operation:
Net cash provided by (used in) operating activifiesn discontinued operatiol

Net cash provided by operating activit

INVESTING ACTIVITIES:
Capital expenditure
Acquisition of business, net of cash acqui
Proceeds from asset sa
Insurance proceeds from involuntary convers
Purchase of shc-term investment
Proceeds from sale of investme

Net cash used in investing activities from contirguoperation:
Net cash used in investing activities from discounéid operation

Net cash used in investing activiti

FINANCING ACTIVITIES:
Increase (decrease) in notes payi
Decrease in lor-term debt
Proceeds from line of crec
Payments on line of crec
Increase (decrease) in bank overd
Dividends paic
Exercise of stock optior
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 $

201C 200¢ 200¢
(in thousands

156,31 $ 353,54 $ 461,73
129,76¢ 27,00 (41,480
286,08: 380,54t 420,25t
262,65t 227,53! 195,34:
20€ (645) 704
— (16,30¢) (28,009
15,85¢ 8,34¢ 7,45¢
— — (21,86¢)
— (541) (10,23¢)
(4,997 (5,407) (13,049
— — 11,12¢
105,69: 158,15: 117,99¢
79 (244) 754
(223,91 156,86: (107,949
(3,85%) (10,987) (3,539
(12,800 (9,447) (23,640
16,76( (24,99¢) (15,647
14,031 2,672 29,20
2,45¢ 8,23¢ 12,317
8,40z (1,52%) 5,91¢
466,65( 872,26 577,15:
(4,362) 23,67: 11,48(
462,28t 895,93¢ 588,63:
(329,579) (876,83Y) (697,901)
— (16) (12,04))

7,867 8,06¢ 22,47(
— 541 13,92¢

(16) (12,500 —
12,51¢ — 25,50
(309,20%) (880,74%) (648,04
(55) (3,28¢) (7,297)
(309,26() (884,029 (655,33Y)
— (1,737) 1,73:

— (25,000 —
895,00( 3,840,001 3,550,00!
(1,060,00i) (3,790,00i) (3,495,00i)
(2,03¢) 2,03¢ —
(22,259 (21,117 (19,339
(202 1,27: 14,537
3,34¢ 1,217 24,86¢
(186,15() 6,68: 76,80¢
(33,129 18,59: 10,10¢
96,14: 77,54¢ 67,44*
63,02( $ 96,14: 77,54¢

The accompanying notes are an integral part oktetements.
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Notes to Consolidated Financial Statements

NOTE 1 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of Helmerich & Payne, Inc. and its wholly-owned subsidiaries. Fiscal
years of our foreign operations end on August 31 to facilitate reporting of consolidated results. There were no significant
intervening events which materially affected the financial statements.

BASIS OF PRESENTATION

We classified the Venezuelan operation, an operating segment within the International Land segment, as a discontinued operation
in the third quarter of fiscal 2010, as more fully described in Note 2. Accordingly, the assets and liabilities of this business, along
with its results of operations, have been reclassified for all periods presented. Unless indicated otherwise, the information in the
Notes to the Consolidated Financial Statements relates only to our continuing operations.

The adoption of the guidance contained in Accounting Standards Codification ("ASC") 260, Earnings per Share , discussed in
Note 7 changed the calculation of basic earnings per share requiring restricted stock grants that have previously been included in
our diluted weighted-average shares to be included in basic weighted-average shares. Earnings per share for the fiscal years
ended September 30, 2009 and 2008 have been recalculated to conform to the current year presentation.

FOREIGN CURRENCIES

The functional currency for all our foreign subsidiaries is the U.S. dollar. Nonmonetary assets and liabilities are translated at
historical rates and monetary assets and liabilities are translated at exchange rates in effect at the end of the period. Income
statement accounts are translated at average rates for the year. Gains and losses from remeasurement of foreign currency
financial statements and foreign currency translations into U.S. dollars are included in direct operating costs. Aggregate foreign
currency remeasurement and transaction losses included in direct operating costs totaled $0.5 million, $3.0 million and

$1.6 million in fiscal 2010, 2009 and 2008, respectively.

USE OF ESTIMATES

The preparation of our financial statements in conformity with accounting principles generally accepted in the United States of
America ("GAAP") requires management to make estimates and assumptions that affect reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

RECENTLY ADOPTED ACCOUNTING STANDARDS

Effective October 1, 2009, we adopted the guidance contained in ASC 260, Earnings per Share . ASC 260 addresses whether
instruments granted in share-based payment transactions are participating securities prior to vesting and therefore need to be
included in the earnings allocation in calculating earnings per share under
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the two-class method described in ASC 260. The calculation of earnings per share is more fully described in Note 7.

In December 2008, the Financial Accounting Standards Board ("FASB") issued revisions to ASC Topic 715, Compensation—
Retirement Benefits . The new guidance expands disclosure by requiring more information about how investment allocation
decisions are made, more information about major categories of assets, including concentration of risk and fair-value
measurements, and the fair-value techniques and inputs used to measure plan assets. The disclosure requirements have been
adopted for our annual financial statements for the year ended September 30, 2010, on a prospective basis. The adoption had no
material impact on the Consolidated Financial Statements.

On October 1, 2009, we implemented the previously deferred provisions of ASC 820, Fair Value Measurements and Disclosures ,
for nonfinancial assets and liabilities recorded at fair value, as required. Additionally, we adopted Accounting Standards Update
("ASU") No. 2009-05, Measuring Liabilities at Fair Value , which provided amendments to ASC 820 for the fair value
measurements of liabilities when a quoted price in an active market is not available. On December 15, 2009, we adopted the
disclosure requirements in ASU 2009-06, Fair Value Measurements and Disclosures (Topic 820)— Improving Disclosures about
Fair Value Measurements , requiring that information be provided about movements of assets among Levels 1 and 2 of the three-
tier fair value hierarchy described in Note 8. The adoption of these pronouncements had no impact on the Consolidated Financial
Statements.

CASH AND CASH EQUIVALENTS

Cash equivalents consist of investments in short-term, highly liquid securities having original maturities of three months or less.
The carrying values of these assets approximate their fair values. We primarily utilize a cash management system with a series of
separate accounts consisting of lockbox accounts for receiving cash, concentration accounts, and several "zero-balance"
disbursement accounts for funding payroll and accounts payable. As a result of our cash management system, checks issued, but
not presented to the banks for payment, may create negative book cash balances. Checks outstanding in excess of related book
cash balances are included in accounts payable where applicable and included as a financing activity in the Consolidated
Statements of Cash Flows.

RESTRICTED CASH AND CASH EQUIVALENTS

We had restricted cash and cash equivalents of $14.8 million and $13.9 million at September 30, 2010 and 2009, respectively.
Restricted cash is primarily for the purpose of potential insurance claims in our wholly-owned captive insurance company. Of the
total at September 30, 2010, $2.0 million is from the initial capitalization of the captive company and management has elected to
restrict an additional $12.8 million. The restricted amounts are primarily invested in short-term money market securities.

The restricted cash and cash equivalents are reflected in the balance sheet as follows (in thousands):

September 30, 2010 2009
Other current assets $12,848 $11,890
Other assets $ 2,000 $ 2,000
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INVENTORIES AND SUPPLIES

Inventories and supplies are primarily replacement parts and supplies held for use in our drilling operations. Inventories and
supplies are valued at the lower of cost (moving average or actual) or market value.

INVESTMENTS

We maintain investments in equity securities of unaffiliated companies. The cost of securities used in determining realized gains
and losses is based on the average cost basis of the security sold.

We regularly review investment securities for impairment based on criteria that include the extent to which the investment's
carrying value exceeds its related fair value, the duration of the market decline and the financial strength and specific prospects of
the issuer of the security. Unrealized losses that are other than temporary are recognized in earnings.

Investments in companies owned from 20 to 50 percent are accounted for using the equity method by recognizing our
proportionate share of the income or loss of the investee. Effective April 1, 2009, Atwood Oceanics, Inc. ("Atwood") was
accounted for as an available-for-sale investment, as we determined that we no longer had the ability to exercise significant
influence over operating and financial policies at Atwood and discontinued accounting for Atwood using the equity method. The
investment in Atwood is now recorded at fair value with changes deferred as a component of other comprehensive income. We
have no other equity method investments.

DERIVATIVE FINANCIAL INSTRUMENTS

We are exposed to market risk in the normal course of business operations due to ongoing investing and financing activities. The
risk of loss can be assessed from the perspective of adverse changes in fair values, cash flows and future earnings. ASC 815,
Derivatives and Hedging , requires an entity to recognize all derivatives as either assets or liabilities in the statement of financial
position and measure those instruments at fair value. We have not historically entered into derivative financial instruments for
trading purposes or for speculation. For further disclosure regarding an interest rate swap, refer to Note 3.

PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment are stated at cost less accumulated depreciation. Substantially all property, plant and equipment
are depreciated using the straight-line method based on the estimated useful lives of the assets (contract drilling equipment, 4-
15 years; real estate buildings and equipment, 10-45 years; and other, 2-23 years). Depreciation in the Consolidated Statements
of Income includes abandonments of $4.2 million, $5.3 million and $13.3 million for fiscal 2010, 2009 and 2008, respectively. The
cost of maintenance and repairs is charged to direct operating cost, while betterments and refurbishments are capitalized.

We lease office space and equipment for use in operations. Leases are evaluated at inception or at any subsequent material
modification and, depending on the lease terms, are classified as either capital leases or operating leases as appropriate under
ASC 840, Leases . We do not have significant capital leases.
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CAPITALIZATION OF INTEREST

We capitalize interest on major projects during construction. Interest is capitalized based on the average interest rate on related
debt. Capitalized interest for fiscal 2010, 2009 and 2008 was $6.4 million, $6.6 million, and $4.7 million, respectively.

VALUATION OF LONG-LIVED ASSETS

We review long-lived assets for impairment whenever events or changes in circumstances indicate that the carrying amount of an
asset may not be recoverable. Changes that could prompt such an assessment include a significant decline in revenue or cash
margin per day, extended periods of low rig utilization, changes in market demand for a specific asset, obsolescence, completion
of specific contracts, and/or overall general market conditions. If a review of the long-lived assets indicates that the carrying value
of certain of these assets is more than the estimated undiscounted future cash flows, an impairment charge is made to adjust the
carrying value down to the estimated fair value of the asset. The fair value of drilling rigs is determined based on quoted market
prices, if available; otherwise, it is determined based upon estimated discounted future cash flows. Cash flows are estimated by
management considering factors such as prospective market demand, recent changes in rig technology and its effect on each
rig's marketability, any cash investment required to make a rig marketable, suitability of rig size and make up to existing platforms,
and competitive dynamics due to lower industry utilization.

ACQUISITIONS

We account for acquired businesses using the purchase method of accounting which requires that the assets acquired and
liabilities assumed be recorded at the date of acquisition at their respective fair values. Any excess of the purchase price over the
estimated fair values of the net assets acquired is recorded as goodwill. Amounts allocated to acquired in-process research and
development are expensed at the date of acquisition. The judgments made in determining the estimated fair value assigned to
each class of assets acquired and liabilities assumed, as well as asset lives, can materially impact results of operations.
Accordingly, for significant items, assistance from third party valuation specialists is typically obtained. The valuations are based
on information available near the acquisition date and are based on expectations and assumptions that have been deemed
reasonable by management.

SELF INSURANCE ACCRUALS

We have accrued a liability for estimated worker's compensation and other casualty claims incurred. The liability for other benefits
to former or inactive employees after employment but before retirement is not material.

DRILLING REVENUES

Contract drilling revenues are comprised of daywork drilling contracts for which the related revenues and expenses are
recognized as services are performed and collection is reasonably assured. For certain contracts, we receive payments
contractually designated for the mobilization of rigs and other drilling equipment. Mobilization payments received, and direct costs
incurred for the mobilization, are deferred and recognized on a straight-line basis over the term of the related drilling contract.
Costs incurred to relocate rigs and other drilling equipment to areas in which a contract has not been secured are expensed as
incurred. Reimbursements received for out-of-pocket expenses are recorded as revenues and direct costs.
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Reimbursements for fiscal 2010, 2009 and 2008 were $145.7 million, $136.3 million and $108.9 million, respectively. For contracts
that are terminated prior to the specified term, early termination payments received by us are recognized as revenues when all
contractual requirements are met.

RENT REVENUES

We enter into leases with tenants in our rental properties consisting primarily of retail and multi-tenant warehouse space. The
lease terms of tenants occupying space in the retail centers and warehouse buildings range from one to eleven years. Minimum
rents are recognized on a straight-line basis over the term of the related leases. Overage and percentage rents are based on
tenants' sales volume. Recoveries from tenants for property taxes and operating expenses are recognized in other operating
revenues in the Consolidated Statements of Income. Our rent revenues are as follows:

Years Ended September 30, 2010 2009 2008
(in thousands)

Minimum rents $8,613 $8,803 $9,469

Overage and percentage rents $1,241 $1,414 $1,582

At September 30, 2010, minimum future rental income to be received on noncancelable operating leases was as follows (in
thousands):

Fiscal Year Amount
2011 $ 7,390
2012 5,492
2013 3,973
2014 2,879
2015 2,335
Thereafter 3,061

Total $25,130

Leasehold improvement allowances are capitalized and amortized over the lease term.

At September 30, 2010 and 2009, the cost and accumulated depreciation for real estate properties were as follows (in thousands):

September 30, 2010 2009
Real estate properties $61,735 $61,114
Accumulated depreciation (39,030) (37,786)

$22,705 $23,328
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INCOME TAXES

Current income tax expense is the amount of income taxes expected to be payable for the current year. Deferred income taxes
are computed using the liability method and are provided on all temporary differences between the financial basis and the tax
basis of our assets and liabilities.

We provide for uncertain tax positions when such tax positions do not meet the recognition thresholds or measurement standards
prescribed in ASC 740, Income Taxes , which was adopted effective October 1, 2007, and is more fully discussed in Note 4.
Amounts for uncertain tax positions are adjusted in periods when new information becomes available or when positions are
effectively settled. We recognize accrued interest related to unrecognized tax benefits in interest expense and penalties in other
expense in the Consolidated Statements of Income.

On October 1, 2007, we adopted the requirements regarding the accounting for income tax benefits of dividends on share-based
payment awards. As a result of the adoption, we recognized a realized income tax benefit associated with dividends or dividend
equivalents paid on nonvested equity-classified employee share-based payment awards that were charged to retained earnings
as an increase to additional paid-in capital. The adoption did not have a material impact on our financial position, results of
operations or cash flows.

EARNINGS PER SHARE

Basic net income per share is computed utilizing the two-class method and is calculated based on weighted-average number of
common shares outstanding during the periods presented. Diluted net income per share is computed using the weighted-average
number of common and common equivalent shares outstanding during the periods utilizing the two-class method for stock options
and nonvested restricted stock.

STOCK-BASED COMPENSATION

We record compensation expense associated with stock options in accordance with ASC 718, Compensation—Stock
Compensation . Compensation expense is determined using a fair-value-based measurement method for all awards granted. In
computing the impact, the fair value of each option is estimated on the date of grant based on the Black-Scholes options-pricing
model utilizing certain assumptions for a risk free interest rate, volatility, dividend yield and expected remaining term of the
awards. The assumptions used in calculating the fair value of share-based payment awards represent management's best
estimates, but these estimates involve inherent uncertainties and the application of management judgment. Stock-based
compensation is recognized on a straight-line basis over the requisite service periods of the stock awards, which is generally the
vesting period. Compensation expense related to stock options is recorded as a component of general and administrative
expenses in the Consolidated Statements of Income.

TREASURY STOCK

Treasury stock purchases are accounted for under the cost method whereby the cost of the acquired stock is recorded as treasury
stock. Gains and losses on the subsequent reissuance of shares are credited or charged to additional paid-in capital using the
average-cost method.
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NEW ACCOUNTING STANDARDS

In October 2009, the FASB issued ASU 2009-13, Multiple-Deliverable Revenue Arrangements—a consensus of the FASB
Emerging Issues Task Force (Topic 605), which amends the revenue guidance under ASC 605. This update requires entities to
allocate revenue in an arrangement using estimated selling prices of the delivered goods and services based on a selling price
hierarchy. This guidance eliminates the residual method of revenue allocation and requires revenue to be allocated using the
relative selling price method. ASU No. 2009-13 is effective for fiscal years beginning on or after June 15, 2010 and may be
applied prospectively for arrangements entered into after the effective date or retrospectively for all periods presented. The
adoption is effective for us no later than the beginning of fiscal 2011. We do not expect the provision of ASU 2009-13 to have a
material effect on our Consolidated Financial Statements.

On January 21, 2010, the FASB issued ASU No. 2010-06, Fair Value Measurements and Disclosures (Topic 820)— Improving
Disclosures about Fair Value Measurements . The disclosure requirements requiring reporting entities to provide information
about movements of assets among Levels 1 and 2 of the three-tier fair value hierarchy was adopted on December 15, 2009 with
no impact on the Consolidated Financial Statements. Effective for fiscal years beginning after December 15, 2010, a reconciliation
of purchases, sales, issuance, and settlements of financial instruments valued with a Level 3 method, which is used to price the
hardest to value instruments, will be required. We currently believe the adoption related to Level 3 financial instruments will have
no impact on the Consolidated Financial Statements.

NOTE 2 DISCONTINUED OPERATIONS

On June 30, 2010, the Official Gazette of Venezuela published the Decree of Venezuelan President Hugo Chavez, which
authorized the "forceful acquisition" of eleven rigs owned by our Venezuelan subsidiary. The Decree also authorized the seizure of
"all the personal and real property and other improvements" used by our Venezuelan subsidiary in its drilling operations. The
seizing of our assets became effective June 30, 2010, and met the criteria established for recognition as discontinued operations
under accounting standards for presentation of financial statements. Therefore, operations from the Venezuelan subsidiary, an
operating segment within the International Land segment, have been classified as discontinued operations in our September 30,
2010, Consolidated Financial Statements. All historical statements have been reclassified to conform to this presentation.

Our revenue in Venezuela was from providing drilling services to Petroleos de Venezuela, S.A. ("PDVSA"), the Venezuelan state-
owned petroleum company. We determined, as of the beginning of the second quarter of fiscal 2009 and forward, that the
revenue recognition criteria in Venezuela was no longer met as collectability of revenue was not reasonably assured, primarily
due to the uncertainty of the timing of collections. However, up until the time of the seizing of our assets, we continued to receive
payments from PDVSA and were in discussions with PDVSA officials regarding payments and the possibility of contract
negotiations to put our rigs back to work.

As a result of the seizing of our assets in the third quarter of fiscal 2010, we derecognized our Venezuela property and equipment,
$65.0 million, and warehouse inventory, $5.2 million, resulting in a loss of approximately $70.2 million. Accounts receivable,
payables and other deferred charges and credits, netting to
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approximately $9.5 million, were also written off because the related future cash inflows and outflows associated with them were
no longer expected to occur. At September 30, 2010, we had approximately $31.3 million (U.S. currency equivalent) cash
balances in Venezuela. Our Venezuelan subsidiary has had, since July 22, 2008, an outstanding application with the Venezuelan
government requesting approval to remit approximately $14.2 million as a dividend to its U.S. based parent, converting bolivar
fuerte (Bsf) cash balances to U.S. dollars. Because of the seizure of our assets by the Venezuelan government and our inability to
obtain approval of the dividend, we also impaired approximately $21.1 million cash as of September 30, 2010. The remaining
cash was classified as restricted cash, a current asset from discontinued operations, to meet remaining in-country current
obligations.

Summarized operating results from discontinued operations are as follows:

Years Ended

September 30, 2010 2009 2008
Revenue $ 13,534 $ 50,298 $ 167,172
Income (loss) before

income taxes (125,944) (22,470) 54,444
Income tax expense (3,825) (4,531) (12,964)

Income (loss) from
discontinued
operations $ (129,769) $ (27,001) $ 41,480

Significant categories of assets and liabilities from discontinued operations are as follows:

September 30, 2010 2009
Cash and cash equivalents $ — $ 45,344
Accounts receivable — 12,841
Other current assets 10,270 22,721
Total current assets 10,270 80,906
Property, plant and equipment, net — 71,634
Total assets $ 10,270 $ 152,540
Total current liabilities $ 7,992 $ 16,983
Total noncurrent liabilities 2,278 10,205
Total liabilities $ 10,270 $ 27,188

Liabilities consist of municipal and income taxes payable and social obligations due within the country of Venezuela.

On January 8, 2010, the Venezuelan government devalued its currency. The official exchange rate was devalued from 2.15 Bsf to
each U.S. dollar to 4.30 Bsf. As a result of the devaluation, we recorded an exchange loss of approximately $20.4 million during
fiscal 2010. The devaluation is included in discontinued operations.

Effective January 1, 2010, Venezuela was designated hyper-inflationary, which is defined as cumulative inflation rates exceeding
100 percent in the most recent three-year period. All of our foreign subsidiaries use the U.S.
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dollar as the functional currency and local currency monetary assets are remeasured into U.S. dollars with gains and losses
resulting from foreign currency transactions included in current results of operations. As such, the designation of Venezuela as
hyper-inflationary had no impact on our Consolidated Financial Statements.

NOTE 3 DEBT

At September 30, 2010 and 2009, we had $360 million and $420 million, respectively, in unsecured long-term debt outstanding at
rates and maturities shown in the following table (in thousands):

September 30,
2010 2009
Unsecured intermediate debt issued
August 15, 2002:
Series C, due August 15, 2012, 6.46% $ 75,000 $ 75,000
Series D, due August 15, 2014, 6.56% 75,000 75,000
Unsecured senior notes issued July 21,
2009:
Due July 21, 2012, 6.10% 40,000 40,000
Due July 21, 2013, 6.10% 40,000 40,000
Due July 21, 2014, 6.10% 40,000 40,000
Due July 21, 2015, 6.10% 40,000 40,000
Due July 21, 2016, 6.10% 40,000 40,000
Unsecured senior credit facility due
December 18, 2011, .61% 10,000 70,000
$360,000 $420,000
Less long-term debt due within one year — —
Long-term debt $ 360,000 $ 420,000

The intermediate unsecured debt outstanding at September 30, 2010 matures over a period from August 2012 to August 2014
and carries a weighted-average interest rate of 6.53 percent, which is paid semi-annually. The terms require that we maintain a
minimum ratio of debt to total capitalization of less than 55 percent. The debt is held by various entities, including $3 million held
by a company affiliated with one of our Board members.

We have $200 million senior unsecured fixed-rate notes that mature over a period from July 2012 to July 2016. Interest on the
notes is paid semi-annually based on an annual rate of 6.10 percent. We will make five equal annual principal repayments of
$40 million starting on July 21, 2012. Financial covenants require us to maintain a funded leverage ratio of less than 55 percent
and an interest coverage ratio (as defined) of not less than 2.50 to 1.00. The note purchase agreement also contains additional
terms, conditions, and restrictions that we believe are usual and customary in unsecured debt arrangements for companies that
are similar in size and credit quality.

We have an agreement with a multi-bank syndicate for a $400 million senior unsecured credit facility maturing December 2011.
While we have the option to borrow at the prime rate for maturities of less than 30 days, we anticipate that the majority of all the
borrowings over the life of the facility will accrue interest at a spread
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over the London Interbank Bank Offered Rate (LIBOR). We pay a commitment fee based on the unused balance of the facility.
The spread over LIBOR as well as the commitment fee is determined according to a scale based on a ratio of our total debt to
total capitalization. The LIBOR spread ranges from .30 percent to .45 percent depending on the ratio. At September 30, 2010, the
LIBOR spread on borrowings was .35 percent and the commitment fee was .075 percent per annum. At September 30, 2010, we
had two letters of credit totaling $21.9 million under the facility and had $10 million borrowed against the facility with $368.1 million
available to borrow. The advances bear an interest rate of 0.61 percent at September 30, 2010. Subsequent to September 30,
2010, we paid the $10 million outstanding balance and had $378.1 million available to borrow.

Financial covenants in the facility require we maintain a funded leverage ratio (as defined) of less than 50 percent and an interest
coverage ratio (as defined) of not less than 3.00 to 1.00. The facility contains additional terms, conditions, and restrictions that we
believe are usual and customary in unsecured debt arrangements for companies that are similar in size and credit quality. At
September 30, 2010, we were in compliance with all debt covenants.

In January 2010, a $105 million unsecured line of credit that matured was paid in full using operating cash flow and borrowings
under the $400 million facility. At the same time, an interest rate swap with the same maturity and a notional amount of
$105 million expired.

At September 30, 2010, aggregate maturities of long-term debt are as follows (in thousands):

Years ending September 30,

2011 $ —
2012 125,000
2013 40,000
2014 115,000
2015 40,000
Thereafter 40,000

$360,000
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NOTE 4 INCOME TAXES

The components of the provision for income taxes are as follows:

Years Ended September 30, 2010 2009 2008
(in thousands)
Current:
Federal $ 31,312 $ 45,780 $ 97,871
Foreign 13,215 13,442 15,232
State 1,937 8,889 10,813
46,464 68,111 123,916
Deferred:
Federal 100,206 148,367 110,077
Foreign 7,846 2,865 (788)
State (2,361) 8,507 9,388
105,691 159,739 118,677
Total provision $152,155 $227,850 $242,593

The amounts of domestic and foreign income before income taxes and equity in income of affiliate are as follows:

Years Ended September 30, 2010 2009 2008
(in thousands)

Domestic $389,383 $571,028 $627,344

Foreign 48,853 27,257 18,141

$438,236 $598,285 $645,485

Deferred income taxes are provided for the temporary differences between the financial reporting basis and the tax basis of our
assets and liabilities. Recoverability of any tax assets are evaluated and necessary allowances are provided. The carrying value
of the net deferred tax assets is based on management's judgments using certain estimates and assumptions that we will be able
to generate sufficient future taxable income in certain tax jurisdictions to realize the benefits of such assets. If these estimates and
related assumptions change in the future, additional valuation allowances may be recorded against the deferred tax assets
resulting in additional income tax expense in the future.
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The components of our net deferred tax liabilities are as follows:

September 30, 2010 2009

(in thousands)

Deferred tax liabilities:

Property, plant and equipment $ 703,404 $ 591,074
Available-for-sale securities 107,917 123,763
Equity investments — —
Other 136 166
Total deferred tax liabilities 811,457 715,003
Deferred tax assets:
Pension reserves 15,549 12,901
Self-insurance reserves 4,249 3,740
Net operating loss and foreign tax credit carryforwards 45,343 48,107
Financial accruals 31,102 25,829
Other 3,456 3,939
Total deferred tax assets 99,699 94,516
Valuation allowance 45,343 48,107
Net deferred tax assets 54,356 46,409
Net deferred tax liabilities $ 757,101 $ 668,594

The change in our net deferred tax assets and liabilities is impacted by foreign currency remeasurement.

As of September 30, 2010, we had state and foreign net operating loss carryforwards for income tax purposes of $3.3 million and
$16.0 million, respectively, and foreign tax credit carryforwards of approximately $39.6 million which will expire in years 2011
through 2018. The valuation allowance is primarily attributable to state and foreign net operating loss carryforwards and foreign
tax credit carryforwards which more likely than not will not be utilized.

Effective income tax rates as compared to the U.S Federal income tax rate are as follows:

Years Ended September 30, 2010 2009 2008
U.S. Federal income tax rate 35% 35% 35%
Effect of foreign taxes 1 1 1
State income taxes (1) 2 2
Effective income tax rate 35% 38% 38%

Effective October 1, 2007, we adopted the guidance in ASC 740, Income Taxes , issued by the FASB in July 2006 that clarified
the accounting for uncertainty in income taxes recognized in an entity's financial statements and prescribed a recognition
threshold and measurement attributes for financial statement disclosure of tax positions taken or expected to be taken on a tax
return. Under ASC 740, the impact of an uncertain income tax position must be recognized in the financial statements at the
largest amount that is more likely than not
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to be sustained upon audit by the relevant taxing authority. An uncertain income tax position will not be recognized if it has less
than a 50 percent likelihood of being sustained. The cumulative effect of adoption resulted in a decrease of approximately
$5.0 million in retained earnings.

We recognize accrued interest related to unrecognized tax benefits in interest expense, and penalties in other expense in the
Consolidated Statements of Income. As of September 30, 2010 and 2009, we had accrued interest and penalties of $3.2 million
and $1.7 million, respectively.

A reconciliation of the change in our gross unrecognized tax benefits for the fiscal year ended September 30, 2010 and 2009 is as
follows (in thousands):

September 30, 2010 2009

Unrecognized tax benefits at October 1, $ 5,244 $ 5,692
Gross decreases — tax positions in prior periods — (731)
Gross increases — tax positions in prior periods 177 —
Gross increases — current period effect of tax positions 128 283
Unrecognized tax benefits at September 30 $ 5,549 $ 5,244

As of September 30, 2010 and September 30, 2009, our liability for unrecognized tax benefits was $5.6 million and $5.2 million,
respectively, which would affect the effective tax rate if recognized. The liabilities for unrecognized tax benefits and related interest
and penalties are included in other noncurrent liabilities in our Consolidated Balance Sheets.

It is reasonably possible that the amount of the unrecognized tax benefits with respect to certain unrecognized tax positions will
increase or decrease during the next 12 months. However, we do not expect the change to have a material effect on results of
operations or financial position.

We file a consolidated U.S. federal income tax return, as well as income tax returns in various states and foreign jurisdictions. The
tax years that remain open to examination by U.S. federal and state jurisdictions include fiscal years 2006 through 2009. Audits in
foreign jurisdictions are generally complete through fiscal year 2001.

NOTE 5 SHAREHOLDERS' EQUITY

On September 30, 2010, we had 105,819,161 outstanding common stock purchase rights ("Rights") pursuant to the terms of the
Rights Agreement dated January 8, 1996, as amended by Amendment No. 1 dated December 8, 2005. As adjusted for the two-
for-one stock splits in fiscals 1998 and 2006, and as long as the Rights are not separately transferable, one-half Right attaches to
each share of our common stock. Under the terms of the Rights Agreement each Right entitles the holder thereof to purchase one
full unit consisting of one one-thousandth of a share of Series A Junior Participating Preferred Stock ("Preferred Stock"), without
par value, at a price of $250 per unit. The exercise price and the number of units of Preferred Stock issuable on exercise of the
Rights are subject to adjustment in certain cases to prevent dilution. The Rights will be
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attached to the common stock certificates and are not exercisable or transferable apart from the common stock, until ten business
days after a person acquires 15 percent or more of the outstanding common stock or ten business days following the
commencement of a tender offer or exchange offer that would result in a person owning 15 percent or more of the outstanding
common stock. In the event we are acquired in a merger or certain other business combination transactions (including one in
which we are the surviving corporation), or more than 50 percent of our assets or earning power is sold or transferred, each holder
of a Right shall have the right to receive, upon exercise of the Right, common stock of the acquiring company having a value
equal to two times the exercise price of the Right. The Rights are redeemable under certain circumstances at $0.01 per Right and
will expire, unless earlier redeemed, on January 31, 2016.

NOTE 6 STOCK-BASED COMPENSATION

We have one plan providing for common-stock based awards to employees and to non-employee Directors. The plan permits the
granting of various types of awards including stock options and restricted stock awards. Restricted stock may be granted for no
consideration other than prior and future services. The purchase price per share for stock options may not be less than market
price of the underlying stock on the date of grant. Stock options expire ten years after the grant date. We have the right to satisfy
option exercises from treasury shares and from authorized but unissued shares.

On December 1, 2009, we amended the forms of agreement under the plan for awards of nonqualified stock options, incentive
stock options and restricted stock. We also amended existing stock option and restricted stock award agreements. The
amendments provide for continued vesting (and accelerated vesting upon death) of restricted stock and stock options effective
upon a participant becoming retirement eligible. A participant meets the definition of retirement eligible if the participant attains
age 55 and has 15 or more years of continuous service as a full-time employee. The amendments apply retroactively. As a result
of the continued vesting provisions, we incurred additional compensation cost of approximately $4.9 million in fiscal 2010.

A summary of compensation cost for stock-based payment arrangements recognized in general and administrative expense in
fiscal 2010, 2009 and 2008 is as follows (in thousands):

September 30, 2010 2009 2008
Compensation expense
Stock options $ 11,475 $ 6,899 $ 6,210
Restricted stock 4,380 1,449 1,246
$ 15,855 $ 8,348 $ 7,456

Benefits of tax deductions in excess of recognized compensation cost of $3.3 million, $1.2 million and $24.9 million are reported
as a financing cash flow in the Consolidated Statements of Cash Flows for fiscal 2010, 2009 and 2008, respectively.
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STOCK OPTIONS

Vesting requirements for stock options are determined by the Human Resources Committee of our Board of Directors. Options
currently outstanding began vesting one year after the grant date with 25 percent of the options vesting for four consecutive years.

We use the Black-Scholes formula to estimate the fair value of stock options granted to employees. The fair value of the options is
amortized to compensation expense on a straight-line basis over the requisite service periods of the stock awards, which are
generally the vesting periods. The weighted-average fair value calculations for options granted within the fiscal period are based
on the following weighted-average assumptions set forth in the table below. Options that were granted in prior periods are based
on assumptions prevailing at the date of grant.

2010 2009 2008
Risk-free interest rate 2.3% 1.7% 3.3%
Expected stock volatility 49.9% 43.3% 31.1%
Dividend yield 0.5% 0.9% 0.5%
Expected term (in years) 5.8 5.8 4.8

Risk-Free Interest Rate.  The risk-free interest rate is based on U.S. Treasury securities for the expected term of the option.

Expected Volatility Rate.  Expected volatilities are based on the daily closing price of our stock based upon historical experience
over a period which approximates the expected term of the option.

Expected Dividend Yield. The dividend yield is based on our current dividend yield.

Expected Term. The expected term of the options granted represents the period of time that they are expected to be
outstanding. We estimate the expected term of options granted based on historical experience with grants and exercises.

Based on these calculations, the weighted-average fair value per option granted to acquire a share of common stock was $17.64,
$8.16 and $10.81 per share for fiscal 2010, 2009 and 2008, respectively.
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The following summary reflects the stock option activity for our common stock and related information for fiscal 2010, 2009 and
2008 (shares in thousands):

2010 2009 2008
Options Weighted -Average Options Weighted -Average Weighted -Average
Exercise Price Exercise Price Options Exercise Price

Outstanding at October 1, 5,401 $20.55 4,819 $20.02 6,032 $15.80
Granted 570 38.02 865 21.07 742 35.11
Exercised (397) 13.63 (267) 12.18 (1,845) 11.87
Forfeited/Expired (2) 38.02 (16) 26.91 (110) 27.31
Outstanding on September 30, 5,572 $22.82 5,401 $20.55 4,819 $20.02
Exercisable on September 30, 3,888 $19.68 3,599 $17.42 3,206 $15.07
Shares available to grant 7,614 1,656 2,511

The following table summarizes information about stock options at September 30, 2010 (shares in thousands):

QOutstanding Stock Options Exercisable Stock Options
Range of Options Weighted -Average Weighted -Average Weighted -Average
Exercise Prices Remaining Life Exercise Price Options Exercise Price
$11.3318 to $16.010 2,348 2.6 $13.50 2,348 $13.50
$21.0500 to $27.440 1,475 7.3 $23.56 691 $25.03
$30.2300 to $38.015 1,749 7.3 $34.72 849 $32.43
$11.3318 to $38.015 5,572 5.3 $22.82 3,888 $19.68

At September 30, 2010, the weighted-average remaining life of exercisable stock options was 4.1 years and the aggregate
intrinsic value was $80.8 million with a weighted-average exercise price of $19.68 per share.

The number of options vested or expected to vest at September 30, 2010 was 5,498,304 with an aggregate intrinsic value of
$97.5 million and a weighted-average exercise price of $22.73 per share.

As of September 30, 2010, the unrecognized compensation cost related to the stock options was $10.0 million. That cost is
expected to be recognized over a weighted-average period of 2.6 years.

The total intrinsic value of options exercised during fiscal 2010, 2009 and 2008 was $11.3 million, $4.9 million, and $21.9 million,
respectively.

The grant date fair value of shares vested during fiscal 2010, 2009 and 2008 was $7.0 million, $6.3 million and $5.8 million,
respectively.

RESTRICTED STOCK

Restricted stock awards consist of our common stock and are time vested over three to six years. We recognize compensation
expense on a straight-line basis over the vesting period. The fair value of restricted stock awards is determined based on the
average of the high and low price of our shares on the grant date.
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As of September 30, 2010, there was $4.7 million of total unrecognized compensation cost related to unvested restricted stock
awards. That cost is expected to be recognized over a weighted-average period of 1.7 years.

A summary of the status of our restricted stock awards as of September 30, 2010, and of changes in restricted stock outstanding
during the fiscal years ended September 30, 2010, 2009 and 2008 is as follows (share amounts in thousands):

2010 2009 2008
Weighted -Average Weighted -Average Weighted -Average
Shares Grant Date Fair Shares Grant Date Fair Shares Grant Date Fair
Value per Share Value per Share Value per Share
Outstanding at October 1, 177 $30.06 243 $29.92 240 $29.27
Granted 182 38.02 — — 22 35.11
Vested (70) 29.36 (66) 29.52 (3) 16.01
Forfeited/Expired — — — — (16) 30.24
Outstanding on September 30, 289 $35.23 177 $30.06 243 $29.92

NOTE 7 EARNINGS PER SHARE

ASC 260, Earnings per Share , requires companies to treat unvested share-based payment awards that have non-forfeitable
rights to dividend or dividend equivalents as a separate class of securities in calculating earnings per share. We have granted and
expect to continue to grant restricted stock grants to employees and non-employee directors that contain non-forfeitable rights to
dividends. Such grants are considered participating securities under ASC 260. As such, we are required to include these grants in
the calculation of our basic earnings per share and calculate basic earnings per share using the two-class method. Restricted
stock grants have previously been included in our dilutive earnings per share calculation using the treasury stock method. The
two-class method of computing earnings per share is an earnings allocation formula that determines earnings per share for each
class of common stock and participating security according to dividends declared (or accumulated) and participation rights in
undistributed earnings. Earnings per share have been recalculated for prior periods to conform to the current year presentation.
As a result, the number of shares used to compute earnings per share changed. For the year ended September 30, 2009, basic
and diluted earnings per share decreased $0.01 due to the adoption. For the year ended September 30, 2008, basic and diluted
earnings per share decreased $0.01 and $0.02, respectively, due to the adoption.

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

Diluted net income per share is computed using the weighted-average number of common and common equivalent shares
outstanding during the periods utilizing the two-class method for stock options and nonvested restricted stock.
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The following table sets forth the computation of basic and diluted earnings per share:

September 30, 2010 2009 2008
(in thousands)
Numerator:
Income from continuing operations $ 286,081 $ 380,546 $ 420,258
Income (loss) from discontinued operations (229,769) (27,001) 41,480
Net income 156,312 353,545 461,738
Adjustment for basic earnings per share
Earnings allocated to unvested shareholders (404) (617) (1,121)
Numerator for basic earnings per share:
From continuing operations 285,677 379,929 419,137
From discontinued operations (129,769) (27,001) 41,480
155,908 352,928 460,617
Adjustment for diluted earnings per share:
Effect of reallocating undistributed earnings of unvested shareholders 6 6 23
Numerator for diluted earnings per share:
From continuing operations 285,683 379,935 419,160
From discontinued operations (229,769) (27,001) 41,480
$ 155,914 $ 352,934 $ 460,640
Denominator:
Denominator for basic earnings per share —
weighted-average shares 105,711 105,364 104,284
Effect of dilutive shares from stock options and restricted stock 1,693 1,244 2,299
Denominator for diluted earnings per share —
adjusted weighted-average shares 107,404 106,608 106,583
Basic earnings per common shares:
Income from continuing operations $ 2.70 $ 3.61 $ 4.02
Income (loss) from discontinued operations (1.23) (0.26) 0.40
Net income $ 1.47 $ 3.35 $ 4.42
Diluted earnings per common shares:
Income from continuing operations $ 2.66 $ 3.56 $ 3.93
Income (loss) from discontinued operations (1.22) (0.25) 0.39
Net income $ 1.45 $ 3.31 $ 4.32

The following shares attributable to outstanding equity awards were excluded from the calculation of diluted earnings per share

because their inclusion would have been anti-dilutive:

Shares excluded from calculation of diluted earnings per share
Weighted-average price per share
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NOTE 8 FINANCIAL INSTRUMENTS AND FAIR VALUE MEASURE MENT

The estimated fair value of our available-for-sale securities is primarily based on market quotes. The following is a summary of
available-for-sale securities, which excludes investments in limited partnerships carried at cost and assets held in a Non-qualified
Supplemental Savings Plan:

Gross Unrealized Gross Unrealized Estimated Fair
Cost Gains Losses Value

(in thousands)

Equity Securities:
September 30, 2010 $129,183 $174,025 $— $303,208
September 30, 2009 129,183 210,640 $— 339,823

On an on-going basis, we evaluate the marketable equity securities to determine if a decline in fair value below cost is other-than-
temporary. If a decline in fair value below cost is determined to be other-than-temporary, an impairment charge is recorded and a
new cost basis established. We review several factors to determine whether a loss is other-than-temporary. These factors include,
but are not limited to, (i) the length of time a security is in an unrealized loss position, (ii) the extent to which fair value is less than
cost, (iii) the financial condition and near term prospects of the issuer, and (iv) our intent and ability to hold the security for a period
of time sufficient to allow for any anticipated recovery in fair value.

During the year ended September 30, 2008, marketable equity available-for-sale securities with a fair value at the date of sale of
$25.5 million were sold. For the same year, the gross realized gain on such sales of available-for-sale securities totaled

$22.0 million. The cost of securities used in determining realized gains and losses is based on the average cost basis of the
security sold. We had no sales of marketable equity available-for-sale securities in fiscal years 2010 and 2009.

The investments in the limited partnerships carried at cost were approximately $12.4 million at September 30, 2010 and 2009. The
estimated fair value of the limited partnerships was $22.5 million and $19.7 million at September 30, 2010 and 2009, respectively.

The assets held in a Non-qualified Supplemental Savings Plan are carried at fair market value which totaled $5.1 million and
$4.2 million at September 30, 2010 and 2009, respectively.

The majority of cash equivalents are invested in taxable and non-taxable money-market mutual funds. The carrying amount of
cash and cash equivalents approximates fair value due to the short maturity of those investments.

At September 30, 2009, our short-term investments consisted of a bank certificate of deposit with an original maturity greater than
three months. The certificate matured in the second quarter of fiscal 2010. Interest earned is included in interest and dividend
income on the Consolidated Statements of Income. The carrying amount of the certificate of deposit approximated fair value.
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The carrying value of other assets, accrued liabilities and other liabilities approximated fair value at September 30, 2010 and
20009.

ASC 820 defines fair value as "the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date". ASC 820 establishes a fair value hierarchy to prioritize the
inputs used in valuation techniques into three levels as follows:

. Level 1 — Observable inputs that reflect quoted prices in active markets for identical assets or liabilities in active
markets.
. Level 2 — Inputs other than Level 1 that are observable, either directly or indirectly, such as quoted prices for similar

assets or liabilities; quoted prices in markets that are not active; or other inputs that are observable or can be
corroborated by observable market data for substantially the full term of the assets or liabilities.

. Level 3 — Valuations based on inputs that are unobservable and not corroborated by market data.

At September 30, 2010, our financial assets utilizing Level 1 inputs include cash equivalents, equity securities with active markets
and money market funds we have elected to classify as restricted assets that are included in other current assets and other
assets. Also included is cash denominated in a foreign currency we have elected to classify as restricted that is included in current
assets of discontinued operations and limited to remaining liabilities of discontinued operations. For these items, quoted current
market prices are readily available.

At September 30, 2010, Level 2 inputs include bank certificates of deposit, which are included in current assets.

Currently, we do not have any financial instruments utilizing Level 3 inputs.
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The following table summarizes our assets and liabilities measured at fair value on a recurring basis presented in our

Consolidated Balance Sheets as of September 30, 2010:

Quoted Prices

Total in Active Significant
Measured 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 equivalents $ 63,020 $ 63,020 $— $—
Investments 303,208 303,208 — —
Other current assets 23,118 22,868 250 —
Other assets 2,000 2,000 — —
Total assets measured at fair value $391,346 $391,096 $250 $—

The following information presents the supplemental fair value information about long-term fixed-rate debt at September 30, 2010

and September 30, 2009.

September 30,

2010 2009
(in thousands)
Carrying value of long-term fixed-rate debt $ 350.0 $ 350.0
Fair value of long-term fixed-rate debt $ 382.9 $ 380.9

The fair value for fixed-rate debt was estimated using discounted cash flows and interest rates currently being offered on credits
with similar maturities and credit profiles. The outstanding line of credit and short-term debt bear interest at market rates and the
cost of borrowings, if any, would approximate fair value. The debt was valued using a Level 2 input.
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NOTE 9 ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)

The components of other comprehensive income (loss) for the years ended September 30, 2010, 2009 and 2008 were as follows
(in thousands):

Years Ended September 30, 2010 2009 2008
Unrealized appreciation (depreciation) on securities, net of tax of $(13,730),
$54,254 and $(10,558) $ (22,885) $ 88,519 $ (17,227)
Reclassification of realized gains in net income, net of tax of $0, $0 and $(8,358) — — (13,636)
Amortization of net periodic benefit costs—net of actuarial gain, net of tax of
$(3,276), $(8,872) and $(4,054). (5,459) (14,475) (6,615)
$ (28,344) $ 74,044 $ (37,478)

The components of accumulated other comprehensive income (loss) at September 30, 2010 and 2009, net of applicable tax
effects, were as follows (in thousands):

September 30, 2010 2009

Unrealized appreciation on securities $ 107,712 $ 130,597

Unrecognized actuarial loss and prior service cost (23,605) (18,146)
$ 84,107 $ 112,451

NOTE 10 ACQUISITION OF TERRAVICI DRILLING SOLUTIONS

On May 21, 2008, we acquired a private limited partnership, TerraVici Drilling Solutions (‘TerraVici') in a transaction accounted for
under the purchase method of accounting. Under the purchase method of accounting, the assets acquired and liabilities assumed
of TerraVici are recorded as of the acquisition date, at their respective fair values, and included in our Consolidated Financial
Statements from the date of acquisition. TerraVici is included with all other non-reportable business segments.

TerraVici is developing patented rotary steerable technology to enhance horizontal and directional drilling operations. We acquired
TerraVici to complement technology currently used with the FlexRig. By combining this new technology with our existing
capabilities, we expect to improve drilling productivity and reduce total well cost to the customer.

In-process research and development ("IPR&D") represents rotary steerable system tools under development by TerraVici at the
date of acquisition that had not yet achieved technological feasibility, and would have no future alternative use. Accordingly, the
purchase price allocated to IPR&D was expensed immediately subsequent to the acquisition. This charge is being amortized over
15 years for tax purposes. The $11.1 million estimated fair value of IPR&D was derived using the multi-period excess-earnings
method.

Pursuant to the satisfaction of a performance milestone, we paid $4.0 million subsequent to September 30, 2010. This additional
payment will be accounted for as goodwill.
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NOTE 11 EMPLOYEE BENEFIT PLANS

We maintain a domestic noncontributory defined benefit pension plan covering certain U.S. employees who meet certain age and
service requirements. In July 2003, we revised the Helmerich & Payne, Inc. Employee Retirement Plan ("Pension Plan”) to close
the Pension Plan to new participants effective October 1, 2003, and reduce benefit accruals for current participants through
September 30, 2006, at which time benefit accruals were discontinued and the Pension Plan was frozen.

The following table provides a reconciliation of the changes in the pension benefit obligations and fair value of Pension Plan
assets over the two-year period ended September 30, 2010 and a statement of the funded status as of September 30, 2010 and
2009 (in thousands):

2010 2009

Accumulated Benefit Obligation $ 102,097 $ 89,996
Changes in Projected Benefit

Obligations
Projected benefit obligation at beginning of

year $ 89,996 $ 69,475

Interest cost 4,825 4,988

Actuarial gain (loss) 11,482 18,977

Benefits paid (4,206) (3,444)
Projected benefit obligation at end of year $ 102,097 $ 89,996
Change in plan assets
Fair value of plan assets at beginning of

year $ 57,181 $ 59,605

Actual return on plan assets 5,005 270

Employer contribution 3,408 750

Benefits paid (4,206) (3,444)
Fair value of plan assets at end of year $ 61,388 $ 57,181
Funded status of the plan at end of year $ (40,709) $ (32,815)
September 30, 2010 2009
Amounts Recognized in the

Consolidated Balance Sheets (in

thousands):

Accrued liabilities $ (181) $ (40)

Noncurrent liabilities-other (40,528) (32,775)

Net amount recognized $ (40,709) $ (32,815)
The amounts recognized in Accumulated

Other Comprehensive Income at

September 30, 2010 and 2009, and not

yet reflected in net periodic benefit cost,

are as follows (in thousands):
Net actuarial gain (loss) $ (38,001) $ (29,267)
Prior service cost (2) (1)
Total $ (38,003) $ (29,268)

The amount recognized in Accumulated Other Comprehensive Income and not yet reflected in periodic benefit cost expected to
be amortized in next year's periodic benefit cost is a net actuarial loss of $3.0 million.
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The weighted average assumptions used for the pension calculations were as follows:

Years Ended
September 30, 2010 2009 2008
Discount rate for net

periodic benefit

costs 5.42% 7.25% 6.25%
Discount rate for

year-end

obligations 4.48% 5.42% 7.25%
Expected return on

plan assets 8.00% 8.00% 8.00%

We contributed $3.4 million to the Pension Plan in fiscal 2010 to fund distributions in lieu of liquidating pension assets. We
estimate contributing at least $0.6 million in fiscal 2011 to meet the minimum contribution required by law and expect to make
additional contributions to continue funding distributions. Additional contributions will be made if needed to fund unexpected
distributions.

Components of the net periodic pension expense (benefit) were as follows (in thousands):

Years Ended September 30, 2010 2009 2008
Interest cost $ 4,825 $ 4,988 $ 4,919
Expected return on plan assets (4,552) (4,643) (5,990)
Amortization of prior service cost — Q) —
Recognized net actuarial loss 2,295 3 9
Net pension expense (benefit) $ 2,568 $ 347 $(1,062)

The following table reflects the expected benefits to be paid from the Pension Plan in each of the next five fiscal years, and in the
aggregate for the five years thereafter (in thousands).

Years Ended September 30,

2016-
2011 2012 2013 2014 2015 2020 Total
$4,907 $6,035 $5,707 $5,613 $6,901 $36,170 $65,333

Included in the Pension Plan is an unfunded supplemental executive retirement plan.
INVESTMENT STRATEGY AND ASSET ALLOCATION

Our investment policy and strategies are established with a long-term view in mind. The investment strategy is intended to help
pay the cost of the Plan while providing adequate security to meet the benefits promised under the Plan. We maintain a diversified
asset mix to minimize the risk of a material loss to the portfolio value that might occur from devaluation of any one investment. In
determining the appropriate asset mix, our financial strength and ability to fund potential shortfalls are considered. Plan assets are
invested in portfolios of diversified public-market equity securities and fixed income securities. The plan holds no securities of the
Company.

The expected long-term rate of return on plan assets is based on historical and projected rates of return for current and planned
asset classes in the Plans' investment portfolio after analyzing historical experience and future expectations of the return and
volatility of various asset classes.
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The target allocation for 2011 and the asset allocation for the Pension Plan at the end of fiscal 2010 and 2009, by asset category,
follows:

Target Percentage of Plan Assets
Allocation At September 30,

Asset Category 2011 2010 2009
U.S. equities 56% 53% 57%
International

equities 14 15 15
Fixed income 25 31 27
Real estate and

other 5 1 1

Total 100% 100% 100%

PLAN ASSETS

The fair value of Plan assets at September 30, 2010, summarized by level within the fair value hierarchy described in Note 8, are
as follows (in thousands):

Total Level1 Level2 Level3

Short-term investments $ 63 $ 63 $ — 3 —
Mutual funds:
Domestic stock funds 17,858 17,858 — —
Bond funds 18,872 18,872 — —
International stock funds 8,956 8,956 — —
Total Mutual funds 45,686 45,686 — —
Domestic common stock 13,710 13,710 — —
Common collective trust 785 — 785 —
Foreign equity stock 869 869 — —
Oil and gas properties 275 — — 275
Total $61,388 $60,328 $ 785 $ 275

The Plan's financial assets utilizing Level 1 inputs include publicly traded mutual funds, common stock and foreign equity stocks.
These assets are valued based on quoted prices in active markets for identical securities. The Plan's financial assets utilizing
Level 2 inputs include a common collective trust (Wells Fargo Short-term Investment Fund). The statements of net assets
available for benefits present the fair value of the Wells Fargo Short-term Investment Fund. The Plan's interest in the trust is
valued at Net Asset Value per information provided by the Plan's trustee. The Plan's financial instruments utilizing Level 3 inputs
consist of oil and gas properties. The fair value of oil and gas properties is determined by Wells Fargo Bank, N.A., based upon
actual revenue received for the previous twelve-month period and experience with similar assets.
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The following table sets forth a summary of changes in the fair value of the plan's Level 3 assets for the year ended
September 30, 2010 (in thousands):

Oil and gas
properties
Balance, beginning of year $ 435
Unrealized losses relating to property still
held at the reporting date (160)
Balance, end of year $ 275

DEFINED CONTRIBUTION PLAN

Substantially all employees on the United States payroll may elect to participate in the 401(k)/Thrift Plan by contributing a portion
of their earnings. We contribute an amount equal to 100 percent of the first five percent of the participant's compensation subject
to certain limitations. The annual expense incurred for this defined contribution plan was $14.2 million, $14.3 million, and

$15.0 million in fiscal 2010, 2009 and 2008, respectively.

FOREIGN PLAN

We maintain an unfunded pension plan in one of our international subsidiaries. Pension expense was approximately $0.1 million,
$0.4 million and $0.4 million in fiscal 2010, 2009 and 2008, respectively. The pension liability at September 30, 2010 and 2009
was $5.4 million and $5.0 million, respectively.

NOTE 12 SUPPLEMENTAL BALANCE SHEET INFORMATION
The following reflects the activity in our reserve for bad debt for 2010, 2009 and 2008:

September 30, 2010 2009 2008

(in thousands)

Reserve for bad debit:

Balance at October 1,
Provision for (recovery of) bad debt
Write-off of bad debt

Balance at September 30,

$ 659 $ 1,331 $ 1,707
206 (645) 704
(35) (27)  (1,080)

$ 830 $ 659 $ 1,331
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Accounts receivable, prepaid expenses, accrued liabilities, and long-term liabilities at September 30 consist of the following:

September 30, 2010 2009

(in thousands)

Accounts receivable, net of reserve:

Trade receivables $ 409,920 $ 233,949
Income tax 47,739 —
$ 457,659 $ 233,949

Prepaid expenses and other:

Prepaid value added tax $ 15,481 $ 16,450
Restricted cash 12,848 11,890
Prepaid insurance 9,196 7,887
Deferred mobilization 14,430 9,046
Other 12,216 7,222

$ 64,171 $ 52,495

Accrued liabilities:

Taxes payable, other than income tax $ 44,934 $ 37,654
Accrued income taxes — 14,201
Self-insurance liabilities 4,135 2,626
Payroll and employee benefits 33,392 13,449
Accrued operating costs 23,436 2,150
Deferred mobilization 13,522 6,063
Deferred income 6,438 26,026
Other 18,255 9,581

$ 144,112 $ 111,750

Noncurrent liabilities—Other:
Pension and other non-qualified

retirement plans $ 51,690 $ 42,422
Deferred income 14,983 7,536
Uncertain tax positions including interest

and penalties 6,755 6,298
Self-insurance liabilities 5,328 6,103
Deferred mobilization 7,816 5,164
Other 5,034 6,023

$ 91,606 $ 73,546
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NOTE 13 SUPPLEMENTAL CASH FLOW INFORMATION

Years Ended
September 30, 2010 2009 2008

(in thousands)

Cash payments:
Interest paid, net of

amounts capitalized $ 16,721 $ 12,196 $ 18,627
Income taxes paid $ 104,028 $ 31,009 $ 115,600

Capital expenditures on the Consolidated Statements of Cash Flows for the years ended September 30, 2010, 2009 and 2008 do
not include additions which have been incurred but not paid for as of the end of the year. The following table reconciles total
capital expenditures incurred to total capital expenditures in the Consolidated Statements of Cash Flows:

September 30, 2010 2009 2008

(in thousands)

Capital expenditures

incurred $ 345,264 $ 819,798 $ 737,809
Additions incurred prior

year but paid for in

current year 9,816 66,857 26,954
Additions incurred but

not paid for as of the

end of the year (25,508) (9,816) (66,857)
Capital expenditures

per Consolidated

Statements of Cash

Flows $ 329,572 $ 876,839 $ 697,906

NOTE 14 RISK FACTORS
CONCENTRATION OF CREDIT

Financial instruments which potentially subject us to concentrations of credit risk consist primarily of temporary cash investments,
short-term investments and trade receivables. We place temporary cash investments in the U.S. with established financial
institutions and invest in a diversified portfolio of highly rated, short-term money market instruments. Our trade receivables,
primarily with established companies in the oil and gas industry, may impact credit risk as customers may be similarly affected by
prolonged changes in economic and industry conditions. International sales also present various risks including governmental
activities that may limit or disrupt markets and restrict the movement of funds. Most of our international sales, however, are to
large international or government-owned national oil companies. We perform ongoing credit evaluations of customers and do not
typically require collateral in support for trade receivables. We provide an allowance for doubtful accounts, when necessary, to
cover estimated credit losses. Such an allowance is based on management's knowledge of customer accounts. Except as
disclosed in Note 2, Discontinued Operations, no significant credit losses have been experienced in recent history.

VOLATILITY OF MARKET

Our operations can be materially affected by oil and gas prices. Oil and natural gas prices are volatile and have declined from the
peak levels in June 2008. While current energy prices are important contributors to positive cash flow for customers, expectations
about future prices and price volatility are generally more important for determining a customer's future spending levels. This
volatility, along with the difficulty in predicting future prices can lead many exploration and production companies to base their
capital spending on
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much more conservative estimates of commaodity prices. As a result, demand for contract drilling services is not always purely a
function of the movement of commodity prices.

In addition, customers may finance their exploration activities through cash flow from operations, the incurrence of debt or the
issuance of equity. Any deterioration in the credit and capital markets may cause difficulty for customers to obtain funding for their
capital needs. A reduction of cash flow resulting from declines in commaodity prices or a reduction of available financing may result
in a reduction in customer spending and the demand for drilling services. This reduction in spending could have a material
adverse effect on our operations.

SELF-INSURANCE

We self-insure a significant portion of expected losses relating to worker's compensation, general liability, and automobile liability.
Insurance coverage has been purchased for individual claims that exceed $1 million or $2 million, depending on whether a claim
occurs inside or outside of the United States. Insurance is purchased over deductibles to reduce our exposure to catastrophic
events. We record estimates for incurred outstanding liabilities for worker's compensation, general liability claims and for claims
that are incurred but not reported. Estimates are based on adjusters' estimates, historic experience and statistical methods that
we believe are reliable. Nonetheless, insurance estimates include certain assumptions and management judgments regarding the
frequency and severity of claims, claim development, and settlement practices. Unanticipated changes in these factors may
produce materially different amounts of expense that would be reported under these programs.

We have a wholly-owned captive insurance company, White Eagle Assurance Company, which provides a portion of our physical
damage insurance for company-owned drilling rigs and reinsures international casualty deductibles. With the exception of "named
wind storm" risk in the Gulf of Mexico, we insure rigs and related equipment at values that approximate the current replacement
cost on the inception date of the policy.

INTERNATIONAL DRILLING OPERATIONS

International drilling operations may significantly contribute to our revenues and net operating income. There can be no assurance
that we will be able to successfully conduct such operations, and a failure to do so may have an adverse effect on our financial
position, results of operations, and cash flows. Also, the success of our international operations will be subject to numerous
contingencies, some of which are beyond management's control. These contingencies include general and regional economic
conditions, fluctuations in currency exchange rates, changes in international regulatory requirements and international
employment issues, risk of expropriation of real and personal property, and the burden of complying with foreign laws.
Additionally, in the event that extended labor strikes occur or a country experiences significant political, economic or social
instability, we could experience shortages in labor and/or material and supplies necessary to operate some of our drilling rigs,
thereby causing an adverse effect on our business, financial condition and results of operations.

We are not operating in any country that is currently considered highly inflationary, which is defined as cumulative inflation rates
exceeding 100 percent in the most recent three-year period. All of our foreign subsidiaries use the U.S. dollar as the functional
currency and local currency monetary assets are remeasured into U.S. dollars with gains and losses resulting from foreign
currency transactions included in current results of operations. As such, if a foreign economy is considered highly inflationary,
there would be no impact on the Consolidated Financial Statements.
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NOTE 15 COMMITMENTS AND CONTINGENCIES

COMMITMENTS

Over the last six years, the Company entered into separate drilling contracts with many different customers to build and operate
over 160 new FlexRigs. As of November 18, 2010, 12 new FlexRigs with customer commitments remained under construction.
During construction, rig construction cost is included in construction in progress and then transferred to contract drilling equipment
when the rig is placed in the field for service. Equipment, parts and supplies are ordered in advance to promote efficient

construction progress. At September 30, 2010, we had purchase orders outstanding of approximately $68.8 million for the
purchase of drilling equipment.

LEASES

We lease approximately 135,000 square feet of office space near downtown Tulsa, Oklahoma as well as other office space and
equipment for use in operations. For operating leases that contain built-in pre-determined rent escalations, rent expense is
recognized on a straight-line basis over the life of the lease. Leasehold improvements are capitalized and amortized over the
lease term. Future minimum rental payments required under operating leases having initial or remaining non-cancelable lease
terms in excess of one year at September 30, 2010 are as follows:

Amount

Fiscal Year (in thousands)
2011 $ 7,204
2012 4,742
2013 3,633
2014 2,154
2015 2,038
Thereafter 7,983

Total $27,754

Total rent expense was $5.4 million, $5.2 million and $4.2 million for fiscal 2010, 2009 and 2008, respectively.

CONTINGENCIES

A lawsuit was filed against us by a former customer for whom we performed drilling services with five rigs under term drilling
contracts. The suit alleged, among other things, that we failed to perform drilling operations in accordance with good oilfield
practice, breached express performance warranties, and made certain fraudulent representations regarding drilling performance.

As a consequence, Plaintiff prayed for actual and punitive damages. The case was settled in the fourth quarter of fiscal 2010 for
an immaterial amount.
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Various legal actions, the majority of which arise in the ordinary course of business, are pending. We maintain insurance against
certain business risks subject to certain deductibles. None of these legal actions are expected to have a material adverse effect
on our financial condition, cash flows or results of operations.

We are contingently liable to sureties in respect of bonds issued by the sureties in connection with certain commitments entered
into by us in the normal course of business. We have agreed to indemnify the sureties for any payments made by them in respect
of such bonds.

During the ordinary course of our business, contingencies arise resulting from an existing condition, situation, or set of
circumstances involving an uncertainty as to the realization of a possible gain contingency. We account for gain contingencies in
accordance with the provisions of ASC 450, Contingencies , and, therefore, we do not record gain contingencies and recognize
income until realized. As discussed in Note 2, Discontinued Operations, property and equipment of our Venezuelan subsidiary
was seized by the Venezuelan government on June 30, 2010. We are currently evaluating various remedies, including any
recourse we may have against PDVSA or related parties, any remuneration or reimbursement that we might collect from PDVSA
or related parties, and any other sources of recovery for our losses. While there exists the possibility of realizing a recovery, we
are currently unable to determine the timing or amounts we may receive, if any, or the likelihood of recovery. No gain
contingencies are recognized in our Consolidated Financial Statements.

NOTE 16 SEGMENT INFORMATION

We operate principally in the contract drilling industry. Our contract drilling business includes the following reportable operating
segments: U.S. Land, Offshore, and International Land. The contract drilling operations consist mainly of contracting Company-
owned drilling equipment primarily to large oil and gas exploration companies. Our primary international areas of operation include
Colombia, Ecuador, Argentina, Mexico, Tunisia, Bahrain and other South American countries. The International Land operations
have similar services, have similar types of customers, operate in a consistent manner and have similar economic and regulatory
characteristics. Therefore, we have aggregated our international operations into one reportable segment. Our Venezuelan
operation, which was historically an operating segment within the International Land Segment, was discontinued in the third
quarter of fiscal 2010. Consequently, its operating results are excluded from the segment data tables below for all periods
presented. Each reportable segment is a strategic business unit which is managed separately. Other includes non-reportable
operating segments. Revenues included in Other consist primarily of rental income. Consolidated revenues and expenses reflect
the elimination of all material intercompany transactions.
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We evaluate segment performance based on income or loss from operations (segment operating income) 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 depreciation, income from asset

sales and other corporate income and expense.

General and administrative costs are allocated to the segments based primarily on specific identification and, to the extent that
such identification is not practical, on other methods which we believe to be a reasonable reflection of the utilization of services
provided.

Segment operating income for all segments is a non-GAAP financial measure of our performance, as it excludes certain general
and administrative expenses, corporate depreciation, income from asset sales and other corporate income and expense. We
consider segment operating income to be an important supplemental measure of operating performance for presenting trends in
our core businesses. We use this measure to facilitate period-to-period comparisons in operating performance of our reportable
segments in the aggregate by eliminating items that affect comparability between periods. We believe that segment operating
income is useful to investors because it provides a means to evaluate the operating performance of the segments on an ongoing
basis using criteria that are used by our internal decision makers. Additionally, it highlights operating trends and aids analytical
comparisons. However, segment operating income has limitations and should not be used as an alternative to operating income
or loss, a performance measure determined in accordance with GAAP, as it excludes certain costs that may affect our operating
performance in future periods.
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Summarized financial information of our reportable segments for continuing operations for each of the years ended September 30,
2010, 2009 and 2008 is shown in the following table:

Segment Additions
External Inter - Total Operating Total to Long-Lived
(in thousands) Sales Segment Sales Income (Loss) Depreciation Assets Assets
2010
Contract Drilling
U.S. Land $1,412,495 $ — $1,412,495 $ 404,278 $ 211,652 $ 3,257,382 305,206
Offshore 202,734 — 202,734 53,069 12,519 132,342 9,982
International
Land 247,179 — 247,179 48,271 29,938 411,339 23,865
1,862,408 — 1,862,408 505,618 254,109 3,801,063 339,053
Other 12,754 814 13,568 (6,765) 8,549 454,037 6,211
1,875,162 814 1,875,976 498,853 262,658 4,255,100 345,264
Eliminations — (814) (814) — — — —
Total $1,875,162 $ — $1,875,162 $ 498,853 $ 262,658 $ 4,255,100 345,264
2009
Contract Drilling
U.S. Land $1,441,164 $ — $1,441,164 $ 573,708 $ 187,259 $ 2,955,574 703,073
Offshore 204,702 — 204,702 55,293 11,872 129,465 17,584
International
Land 187,099 — 187,099 18,955 19,278 391,099 94,627
1,832,965 — 1,832,965 647,956 218,409 3,476,138 815,284
Other 10,775 836 11,611 (7,032) 9,126 532,346 4,514
1,843,740 836 1,844,576 640,924 227,535 4,008,484 819,798
Eliminations — (836) (836) — — — —
Total $1,843,740 $ — $1,843,740 $ 640,924 $ 227,535 $4,008,484 819,798
2008
Contract Drilling
U.S. Land $1,542,038 $ — $1,542,038 $ 605,718 $ 161,893 $ 2,655,595 682,310
Offshore 154,452 — 154,452 33,394 12,152 152,497 14,614
International
Land 161,072 — 161,072 17,877 14,191 202,255 33,967
1,857,562 — 1,857,562 656,989 188,236 3,010,347 730,891
Other 11,809 878 12,687 (7,996) 7,107 366,773 6,918
1,869,371 878 1,870,249 648,993 195,343 3,377,120 737,809
Eliminations — (878) (878) — — — —
Total $1,869,371 $ — $1869,371 $ 648,993 $ 195343 $3,377,120 737,809
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The following table reconciles segment operating income to income from continuing operations before income taxes and equity in

income of affiliate as reported on the Consolidated Statements of Income (in thousands):

Years Ended September 30, 2010 2009 2008
Segment operating income $498,853 $640,924 $648,993
Income from asset sales 4,992 5,402 13,049
Gain from involuntary conversion of long-lived assets — 541 10,236
Corporate general and administrative costs and corporate depreciation (52,049) (37,992) (32,194)
Operating income 451,796 608,875 640,084
Other income (expense)
Interest and dividend income 1,811 2,755 3,524
Interest expense (17,158) (13,590) (18,721)
Gain on sale of investment securities — — 21,994
Other 1,787 245 (1,396)
Total unallocated amounts (13,560) (10,590) 5,401
Income from continuing operations before income taxes and equity in in income of
affiliate $438,236 $598,285 $645,485

The following table presents revenues from external customers and long-lived assets by country based on the location of service

provided (in thousands):

Years Ended September 30, 2010 2009 2008
Revenues
United States $1,572,139 $1,613,940 $1,687,075
Argentina 55,855 42,087 44,367
Ecuador 52,115 52,250 55,100
Colombia 57,533 77,322 42,439
Other Foreign 137,520 58,141 40,390
Total $1,875,162 $1,843,740 $1,869,371
Long-Lived Assets
United States $ 2,973,712 $ 2,879,222 $ 2,461,726
Argentina 91,322 99,896 38,125
Ecuador 27,772 26,022 25,560
Colombia 59,798 62,942 41,889
Other Foreign 122,416 126,191 38,084
Total $3,275,020 $3,194,273 $2,605,384

Long-lived assets are comprised of property, plant and equipment.

Revenues from one company doing business with the contract drilling business accounted for approximately 12.5 percent,

10.1 percent, and 3.7 percent of the total operating revenues during the years ended September 30, 2010, 2009 and 2008,
respectively. Revenues from another company doing business with the contract drilling business accounted for approximately
10.6 percent, 12.4 percent, and 11.3 percent of total operating revenues during the years ended September 30, 2010, 2009 and

2008, respectively. Collectively,
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the receivables from these customers were approximately $85.1 million and $53.0 million at September 30, 2010 and 2009,

respectively.

NOTE 17 SELECTED QUARTERLY FINANCIAL DATA (UNAUDITE D)

(in thousands, except per share amounts)

2010 1St Quarter 2" Quarter 3" Quarter 4™ Quarter
Operating revenues $396,242 $436,579 $483,384 $558,957
Operating income 105,384 101,706 111,474 133,232
Income from continuing operations 63,802 74,105 64,883 83,291
Net income (loss) 63,235 46,747 (36,715) 83,045
Basic earnings per common share:

Income from continuing operations 0.61 0.70 0.61 0.78

Net income (loss) 0.60 0.44 (0.35) 0.78
Diluted earnings per common share:

Income from continuing operations 0.60 0.68 0.61 0.77

Net income (loss) 0.59 0.43 (0.34) 0.77
2009 1St Quarter 2" Quarter 3" Quarter 4™ Quarter
Operating revenues $580,805 $520,300 $384,359 $358,276
Operating income 207,524 204,741 106,155 90,455
Income from continuing operations 133,551 123,998 68,021 54,976
Net income 145,275 103,738 53,044 51,488
Basic earnings per common share:

Income from continuing operations 1.27 1.17 0.64 0.52

Net income 1.38 0.98 0.50 0.49
Diluted earnings per common share:

Income from continuing operations 1.25 1.17 0.64 0.51

Net income 1.36 0.98 0.50 0.48

The sum of earnings per share for the four quarters may not equal the total earnings per share for the year due to changes in the

average number of common shares outstanding.

In the first quarter of fiscal 2010, net income includes an after-tax gain from the sale of assets of $0.7 million, $0.01 per share on a

diluted basis.

In the second quarter of fiscal 2010, net income includes an after-tax gain from the sale of assets of $0.6 million, $0.01 per share

on a diluted basis.

In the third quarter of fiscal 2010, net income includes an after-tax gain from the sale of assets of $1.5 million, $0.01 per share on

a diluted basis.




In the fourth quarter of fiscal 2010, net income includes an after-tax gain from the sale of assets of $0.5 million with no effect on
diluted earnings per share.

In the first quarter of fiscal 2009, net income includes an after-tax gain from the sale of assets of $0.6 million, $0.01 per share on a
diluted basis.

In the second quarter of fiscal 2009, net income includes an after-tax gain from the sale of assets of $1.3 million, $0.01 per share
on a diluted basis.

In the third quarter of fiscal 2009, net income includes an after-tax gain from the sale of assets of $1.1 million, $0.01 per share on
a diluted basis.

In the fourth quarter of fiscal 2009, net income includes an after-tax gain from the sale of assets of $0.4 million with no effect on
diluted earnings per share.

NOTE 18 SUBSEQUENT EVENTS

We have evaluated events and transactions occurring after the balance sheet date through the date these consolidated financial
statements were issued, and have determined we have no recognized subsequent events.

Subsequent to September 30, 2010, we classified two conventional rigs from our U.S. Land segment as held for sale.
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Exhibit 21

SUBSIDIARIES OF THE REGISTRANT

Helmerich & Payne, Inc.

Subsidiaries of Helmerich & Payne, Inc.

White Eagle Assurance Company (Incorporated in \éertn
Helmerich & Payne International Drilling Co. (Ingarated in Delaware)

Subsidiaries of Helmerich & Payne Internationalllibg Co.

Helmerich & Payne (Africa) Drilling Co. (Incorpoed in Cayman Islands, British West Indies)
Helmerich & Payne (Colombia) Drilling Co. (Incorded in Oklahoma)

Helmerich & Payne (Gabon) Drilling Co. (Incorpordie Cayman Islands, British West Indies)
Helmerich & Payne (Argentina) Drilling Co. (Inconaded in Oklahoma)

Helmerich & Payne (Boulder) Drilling Co. (Incorpted in Oklahoma)

Subsidiary of Helmerich & Payne (Boulder) Drillifigp.

Helmerich and Payne Mexico Drilling, S. De R.L.@¢/. (Incorporated in Mexico)
Helmerich & Payne (Boulder) Drilling Co. Limitadhifnited Liability Company — Incorporated in Chile)

Helmerich & Payne del Ecuador, Inc. (Incorporate@klahoma)
Helmerich & Payne de Venezuela, C.A. (Incorporatedenezuela)
Helmerich & Payne Rasco, Inc. (Incorporated in G&laa)

H&P Finco (Incorporated in Cayman Islands, Britislest Indies)
H&P Invest Ltd. (Incorporated in Cayman IslandstiBin West Indies)
TerraVici Drilling Solutions, Inc. (Incorporated Delaware)

The Space Center, Inc. (Incorporated in Oklahoma)
Helmerich & Payne Properties, Inc. (Incorporate@kiahoma)
Utica Resources Co. (Incorporated in Oklahoma)

Utica Square Shopping Center, Inc. (Incorporate@kiahoma)

Subsidiaries of Utica Square Shopping Center, Inc.

Fishercorp, Inc. (Incorporated in Oklahoma)
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Consent of Independent Registered Public Accountingirm

We consent to the incorporation by refeeeincthis Annual Report (Form 10-K) of HelmerichR&ayne, Inc. of our reports dated
November 24, 2010, with respect to the consolidéitexhcial statements of Helmerich & Payne, Inod #he effectiveness of internal cont
over financial reporting of Helmerich & Payne, Inacluded in the 2010 Annual Report to SharehalddéHelmerich & Payne, Inc.

We consent to the incorporation by reference infelewing Registration Statements:

1) Registration Statement (Form S-8 No. 333-3493%gapeng to the Helmerich & Payne, Inc. 1996 Stockdntive Plan,
2 Registration Statement (Form S-8 No. 333-63124fppeng to the Helmerich & Payne, Inc. 2000 Stoog&dntive Plan, and

3) Registration Statement (Form S-8 No. 333-137144pjpeng to the Helmerich & Payne, Inc. 2005 LongrT Incentive Plan;

of our report dated November 24, 2010, with respethe consolidated financial statements of Heiohe& Payne, Inc. and the effectiveness
of internal control over financial reporting of ietrich & Payne, Inc. included in this Annual Repémrm 10K) of Helmerich & Payne, In
for the year ended September 30, 2010.

/sl Ernst & Young LLI

Tulsa, Oklahoma
November 24, 201
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Exhibit 31.1
CERTIFICATION
I, Hans Helmerich, certify that:
1. | have reviewed this annual report on Form 10-Kefmerich & Payne, Inc.;
2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or om#itéde a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statement$oéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4, The registrant's other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

€)) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpared;

(b) Designed such internal control over financial réipar, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting principles

(©) Evaluated the effectiveness of the registrantsl@lisire controls and procedures and presentedsimaport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

(d) Disclosed in this report any change in the regis&anternal control over financial reporting tleacurred during the
registrant's most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaftf, the registrant's internal control over finahcéporting; and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluationtexhal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direci@spersons performing the equivalent
functions):

(@  All significant deficiencies and material weaknessethe design or operation of internal contraérofmancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information;
and

(b)  Any fraud, whether or not material, that involvearmagement or other employees who have a significéain the registrant's
internal control over financial reporting.

Date: November 24, 201
/sl HANS HELMERICH

Hans Helmerich
President and Chief Executive Offic
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Exhibit 31.2
CERTIFICATION
I, Juan Pablo Tardio, certify that:
1. | have reviewed this annual report on Form 10-Kefmerich & Payne, Inc.;
2. Based on my knowledge, this report does not coraynuntrue statement of a material fact or om#itéde a material fact necessary to

make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statement$oéimer financial information included in this repdairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4, The registrant's other certifying officer and | aesponsible for establishing and maintaining disgte controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&)1%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

€)) Designed such disclosure controls and proceduresiused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpared;

(b) Designed such internal control over financial réipar, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmare with generally accepted accounting principles

(©) Evaluated the effectiveness of the registrantsl@lisire controls and procedures and presentedsimaport our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

(d) Disclosed in this report any change in the regis&anternal control over financial reporting tleacurred during the
registrant's most recent fiscal quarter (the regists fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeaftf, the registrant's internal control over finahcéporting; and

5. The registrant's other certifying officer and | balisclosed, based on our most recent evaluationtexhal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direci@spersons performing the equivalent
functions):

(@  All significant deficiencies and material weaknessethe design or operation of internal contraérofmancial reporting which
are reasonably likely to adversely affect the regig's ability to record, process, summarize apdrt financial information;
and

(b)  Any fraud, whether or not material, that involvearmagement or other employees who have a significéain the registrant's
internal control over financial reporting.

Date: November 24, 201
/s/ JUAN PABLO TARDIO

Juan Pablo Tardio
Vice President and Chief Financial Offic
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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 Annual Report of mekich & Payne, Inc. (the "Company") on Form 10eK the period ended September 30,
2010 as filed with the Securities and Exchange Cwsion on the date hereof (the "Report”), Hans Helah, as President and Chief
Executive Officer of the Company, and Juan Pabialibaas Vice President and Chief Financial Offioethe Company, each hereby
certifies, pursuant to 18 U.S.C. Section 1350,dapted pursuant to Section 906 of the Sarbanesy@deof 2002, to the best of his
knowledge, that:

(1) The Report fully complies with thejrgrements of Sections 13(a) or 15(d) of the SéiegrExchange Act of 1934 (15 U.S.C. 78m
or 780(d)); and

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

/s HANS HELMERICH /s/ JUAN PABLO TARDIO
Hans Helmerich Juan Pablo Tardio
President and Vice President and

Chief Executive Officer Chief Financial Officer

Date: November 24, 201 Date: November 24, 201
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