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

(in thousands, except share and per share amounts)

ITEM 1. FINANCIAL STATEMENTS

Unaudited
June 30, September 30
2007 2006
ASSETS
Current asset:
Cash and cash equivale $ 70,56z $ 33,858
Short term investmen 396 48,67
Accounts receivable, less reserve of $1,950 at 30n2007 and $2,007 at September 30, 2 320,54 289,47¢
Inventories 28,39¢ 26,16~
Deferred income ta 13,63¢ 10,16¢
Assets held for sal 633 4,234
Prepaid expenses and other 29,45 16,11¢
Total current assets 463,62 428,691
Investments 206,43 218,30¢
Property, plant and equipment, | 2,009,18: 1,483,13¢
Other assets 8,07€ 4,57¢
Total assets $ 2,687,32: $ 2,134,71
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:
Notes payabls $ — 3 3,721
Accounts payabl 126,42¢ 138,75(
Accrued liabilities 102,581 97,077
Long-term debt due within one year 25,00 25,00(C
Total current liabilities 254,01( 264,54¢
NonCurrent liabilities
Long-term notes payabl 380,00( 175,00(
Deferred income taxe 322,481 269,91¢
Other 46,30¢ 43,357
Total noncurrent liabilities 748,78¢ 488,27:
Shareholder equity:
Common stock, $.10 par value, 160,000,000 shatkerdzed, 107,057,904 shares iss 10,70¢ 10,70¢
Preferred stock, no par value, 1,000,000 sharémered, no shares issu — —
Additional paic-in capital 141,27¢ 135,50(
Retained earning 1,534,02! 1,215,12°
Accumulated other comprehensive incc 59,137 69,64¢
Treasury stock, at cost (60,624) (49,086
Total shareholders’ equity 1,684,52: 1,381,89.
Total liabilities and shareholders’ equity $ 268732, $ 2,134,7L

The accompanying notes are an integral part oktetements.




HELMERICH & PAYNE, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF INCOME

(in thousands, except per share data)

Operating revenue
Drilling — U.S. Land
Drilling — U.S. Offshore
Drilling — Internationa
Real Estate

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

Operating income

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

Income before income taxes and equity in incomafiiifate

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

NET INCOME

Earnings per common sha
Basic
Diluted

Weighted average shares outstand
Basic
Diluted

Dividends declared per common sh

(Unaudited)

Three Months Ended

Nine Months Ended

June 30, June 30,

2007 2006 2007 2006
$ 303,51« $ 214861 $ 84255¢ $ 581,28¢
24,91( 34,56¢ 79,95¢ 97,791
90,07: 67,831 249,27¢ 179,20
2,777 2,533 8,414 7,732
421,27 319,79¢ 1,180,20¢ 866,01
229,02¢ 169,42¢ 627,94¢ 466,82¢
38,12t 25,07¢ 101,22¢ 71,38¢
11,53¢ 13,04¢ 35,501 38,94«
(5,900) — (11,070 —
(6,18€) (1,895) (39,00€) (6,431)
266,60: 205,65¢ 714,59¢ 570,72:
154,67: 114,13% 465,61( 295,29:
962 2,632 3,24C 7,61¢
(3,260) (1,281) (6,092) (5,807)
25,29¢ 9,39C 51,81z 12,11C
120 1,08t 250 599
23,12( 11,827 49,21( 14,521
177,792 125,96¢ 514,82( 309,81:
64,96( 47,63¢€ 188,39¢ 118,67¢
2,372 1,647 6,427 4,227
$ 115,20¢ $ 79,97t $ 332,851 $ 195,36:
$ 1.11 $ 0.76 $ 322 $ 1.87
$ 1.09 $ 075 $ 317 $ 1.84
103,32: 105,01¢ 103,29: 104,54:
105,31: 106,41¢ 104,99( 105,98"
$ 0.045C $ 0.045C $ 0.135C $ 0.127¢

The accompanying notes are an integral part obteegements.




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

Nine Months Ended

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

Net cash provided by operating activities

INVESTING ACTIVITIES:
Capital expenditure
Purchase of investmer
Insurance proceeds from involuntary conver:
Proceeds from sale of investme
Proceeds from asset sales

Net cash used in investing activiti

FINANCING ACTIVITIES:
Repurchase of common sta
Increase (decrease) in notes payi
Increase in lon-term debt
Decrease in bank overdri
Dividends paic
Proceeds from exercise of stock optir
Excess tax benefit from stock-based compensation

Net cash provided by financing activities

Net increase (decrease) in cash and cash equis
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period $

June 30,

2007 2006
332,851 $ 195,36:
101,22¢ 71,38¢

23 —
(10,367 (6,817)
5,27¢ 8,131
(51,672 (11,97
(11,070) —
(39,00€) (6,431)
- (769)
51,76¢ 11,581
(37,189 (78,155
(2,239 (3,129
(16,837 700
51,707 4,162
5,794 26,93¢
3,76E 5,30¢
1,352 1,628
385,39¢ 217,91¢

(681,149 (322,579

- (115,077
11,07C —
112,93¢ 23,33¢
45,52¢ 10,022

(511,61%) (404,29;)

(17,6219 —

(3,721 2,32€
205,00( —
(11,299 -
(13,977 (12,960)
3,277 12,341
1,254 10,01¢
162,92t 11,72¢
36,70¢ (174,65))
33,85¢ 288,75:
70,56z $ 114,101

The accompanying notes are an integral part okteegements.




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

Accumulated

Additional Other Total
Common Stock Paid-In Retained Comprehensive Treasury Stock Shareholder¢
Shares Amount Capital Earnings Income Shares _Amount Equity
Balance, September 30, 2C 107,05¢ $ 10,70€ $ 135,50 $ 1,215,12" $ 69,64t 3,18¢ $ (49,08¢)% 1,381,89:
Comprehensive Incom
Net Income 332,851 332,851
Other comprehensive incon
Unrealized losses on available-for-sale securities
of realized gains included in net income of
$32,123 (net of $19,689 income t: (10,50¢) (10,50¢)
Total comprehensive incon 322,34
Cash dividends ($0.135 per she (13,957 (13,953
Exercise of stock optior (1,044) (260) 4,321 3,277
Tax benefit of stock-based awards, including extass
benefits of $1,25. 1,544 1,544
Repurchase of common sta 682 (15,85¢) (15,859
Stocl-based compensatic 5,27¢ 5,278
Balance, June 30, 20 107,05¢ $ 10,70€ $ 141,27¢ $ 1,534,02! $ 59,137 3,611 $ (60,629$% 1,684,52!

The accompanying notes are an integral part oktetements.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Basis of Presentation

The accompanying unaudited consolidated condersaddal statements have been prepared in accadaitit accounting principles
generally accepted in the United States and appéaales and regulations of the Securities ancherge Commission (the
“Commission”) pertaining to interim financial inforation. Accordingly, these interim financial stagnts do not include all information
or footnote disclosures required by accountingqipies generally accepted in the United Statesdonplete financial statements and,
therefore should be read in conjunction with thesotidated financial statements and notes thernetioed Company 2006 Annual Repo
on Form 10-K and other current filings with the Gaission. In the opinion of management, all adjwstta, consisting of those of a
normal recurring nature, necessary to presenyftid results of the periods presented have bexduded. The results of operations for
the interim periods presented may not necessagiipdhicative of the results to be expected forftlileyear.

Earnings per Share

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

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

Three Months Ended Nine Months Ended
June 30, June 30,
2007 2006 2007 2006
Basic weighted average shares 103,32 105,01¢ 103,292 104,54:
Effect of dilutive shares
Stock options and restricted stock 1,99C 1,40C 1,69¢ 1,44%
Diluted weighted average shares 105,31 106,41¢ 104,99C 105,98

For the nine months ended June 30, 2007, optioparthase 597,950 shares of common stock wereaodisy but were not included in
the computation of diluted earnings per sharelukion of these shares would be antidilutive.

For the three months ended June 30, 2007 and a@d6pr the nine months ended June 30, 2006, &rpoutstanding were included
the computation of diluted earnings per share.

Inventories

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




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

4. Investments

The following is a summary of available-for-salewssties, which excludes those accounted for utigeequity method of accounting,
investments in limited partnerships carried at eost assets held in a Non-qualified Supplementah8a Plan. The investment in the
limited partnership carried at cost was $12.4 orillat June 30, 2007 and September 30, 2006. Tinea¢sd fair value of the investme|
carried at cost was $18.6 million and $14.5 millardune 30, 2007 and September 30, 2006, resplctiVhe assets held in the Non-
qualified Supplemental Savings Plan are valuedianiarket which totaled $7.5 million at June 3002 and $5.9 million at September
30, 2006. The recorded amounts for investmentsuated for under the equity method are $68.6 nmilind $58.3 million at June 30,
2007 and September 30, 2006, respectively.

Gross Gross Est.
Unrealized Unrealized Fair
Cost Gains Losses Value

(in thousands)

Equity Securities 06/30/C $ 12,52C $105,42t $ —  $117,94¢
Equity Securities 09/30/C $ 19,41 $122,49( $ (115 $141,78¢

5. Sale of Investment Securities

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

Three Months Ended Nine Months Ended
June 30, June 30,
2007 2006 2007 2006
After-tax gain (loss $ 1550z $ 578z $ 31,79t $ 7,50%
Earnings per diluted sha $ 01t $ 005 $ 030 $ 0.07
6. Comprehensive Income
Comprehensive income, net of related tax, is devial (in thousands):
Three Months Ended Nine Months Ended
June 30, June 30,
2007 2006 2007 2006
Net Income $115,20¢ $ 79,97t $332,85] $195,36:
Other comprehensive incorr
Net unrealized gain (loss) on securities (611) (4,199 (10,509 27,062
Total comprehensive income $114,59: $ 75,781 $322,34 $222,42¢

The components of accumulated other comprehensogerie, net of related taxes, are as follows (iushods):

June 30, September 30

2007 2006
Unrealized gain on securities, net $ 6536 $ 75,871
Minimum pension liability (6,226) (6,22€)
Accumulated other comprehensive income $ 59137 $ 69,64F




7.

10.

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

Financial Instruments

At September 30, 2006, the Company’s short-terrestments consisted primarily of auction rate séiegrclassified as available-for-
sale. During the nine months ended June 30, 2867Company sold $48.3 million in auction rate sii@s with no realized gains or
losses. There were no sales of auction rate $iesuin the third quarter of fiscal 2007. The @eds of those sales are included in the
sale of investments under investing activitieslen€onsolidated Condensed Statements of Cash Flows.

Derivative Financial Instruments

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

During the nine months ended June 30, 2007, thep@asnentered into two written option transactiofsol expired May 19, 2007. The
Company received a premium of approximately $0.Haniin the second quarter of fiscal 2007. Théi@mpwas exercised in the third
guarter and the Company included the premium irptbeeeds from the sale of available-for-sale stesr

Cash Dividends

The $0.045 cash dividend declared March 7, 200%,paéd June 1, 2007. On June 6, 2007, a cash diviode$0.045 per share was
declared for shareholders of record on August 0872payable September 4, 2007.

Stock-Based Compensation

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

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




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

During the nine months ended June 30, 2007, thep@asnrepurchased 681,900 shares of its common atcak aggregate cost of $15.9
million. The Company may repurchase additionatehaf its common stock during fiscal 2007 if theu® price is favorable.

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

Three Months Ended Nine Months Ended
June 30, June 30,
2007 2006 2007 2006
Compensation expen
Stock options $ 1,372 $ 1231 $ 426z $ 7,411

Restricted stock 347 314 1,017 720
$ 1,71¢ $ 154 $ 527¢ $ 8,131

After-tax stock based compensation $ 1066 $ 957 $ 3,27 $ 5,041
Per basic share $ 01 $ 0 3 03 $ .0t
Per diluted share $ 01 $ 0 3 03 $ .0t
Cash received from exercise of stock options $ 2408 $ 48. $ 3277 $ 12,34.

In December 2005, the Company accelerated thengestishare options held by a senior executive keticed. As a result of
that modification, the Company recognized additimmnpensation expense of $2.9 million for the nimenths ended June 30,
2006.

STOCK OPTIONS

The following summarizes the weighted-average apsioms utilized in the model for the three and nimenths ended June 30, 2007 and
2006:

2007 2006

Risk-free interest rate 4.6% 4.5%
Expected stock volatilit 35.2% 36.€%
Dividend yield 7% .5%
Expected term (in year 5.5 5.2

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

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

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

Company estimates the expected term of optiongdepdrased on historical experience with grantsexauicises.

10




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

A summary of stock option activity under the Planthe three months ended June 30, 2007 and 2@06ssnted in the following tables:

(Unaudited)

Weighted-
Weighted- Average Aggregate
Average Remaining Intrinsic
Shares Exercise Contractual Value
June 30, 2007 Option: (in thousands) Price Term (in thousands)
Outstanding at April 1, 200 6,271 $ 15.74
Granted — —
Exercisec (186) 12.94
Forfeited/Expired (7 28.81
Outstanding at June 30, 2007 6,07¢ $ 15.81 577 $ 119,18
Vested and expected to vest at June 30, 2007 6,021 $ 15.71 575 $ 118,67
Exercisable at June 30, 2007 437 $ 12.71 475 $ 99,314
Weighted-
Weighted- Average Aggregate
Average Remaining Intrinsic
Shares Exercise Contractual Value
June 30, 2006 Option: (in thousands) Price Term (in thousands)
Outstanding at April 1, 200 6,137 $ 14.14
Granted — —
Exercisec (492 12.7%
Forfeited/Expired 17 17.2¢
Outstanding at June 30, 2006 562 $ 14.2E 6.23 $ 89,36¢
Vested and expected to vest at June 30, 2006 5602 $ 14.1¢ 6.22 $ 89,34¢
Exercisable at June 30, 2006 3,851 $ 11.74 528 $ 70,81:

A summary of stock option activity under the Planthe nine months ended June 30, 2007 and 2Qf¥@s&nted in the following table:

Nine Months Ended June 30

2007 2006

Weighted- Weighted-

Shares Average Shares Average

(in Exercise (in Exercise

thousands) Price thousands) Price

Outstanding at October 1, 561¢ $ 14.24 6,48¢ $ 12.2¢
Granted 731 26.90 640 29.68
Exercisec (260) 12.62 (1,479 12.26
Forfeited/Expired (12) 28.84 (21) 16.53
Outstanding on June 30, 6,07¢ $ 15.81 5,626 $ 14.2F

11




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

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

The total intrinsic value of options exercised dgrthe three and nine months ended June 30, 209%4v& million and $5.0 million,
respectively. The total intrinsic value of optiaercised during the three and nine months enaleel 30, 2006 was $12.4 million and
$34.8 million, respectively.

As of June 30, 2007, the unrecognized compensatistirelated to the stock options was $12.0 millidhat cost is expected to be
recognized over a weighted-average period of 2arsye

RESTRICTED STOCK

Restricted stock awards consist of the Companyisngon stock and are time vested over 3-5 years. Cimpany recognizes
compensation expense on a straight-line basistbeeresting period. The fair value of restricteatk awards is determined based on the
closing trading price of the Company'’s shares engitant date. The weighted-average grant-datedtie of shares granted for the nine
months ended June 30, 2007 and 2006 was $26.9838n24, respectively.

A summary of the status of the Company’s restristedk awards as of June 30, 2007 and 2006, amyebaluring the nine months then
ended are presented below:

Nine months ended June 3(

2007 2006
Weighted- Weighted-
Average Average

Shares Grant-Date Shares Grant-Date

Restricted Stock Awards (in thousands) Fair Value (in thousands) Fair Value
Unvested at October 213 % 29.57 10 $ 16.01
Granted 27 26.9C 203 30.24
Vested — — — —
Forfeited — — — —
Unvested at June 30, 240 % 29.27 213 $ 29.57

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

As of June 30, 2007, there was $4.9 million ofltateecognized compensation cost related to ungestricted stock options granted
under the Plan. That cost is expected to be rézedmver a weighted-average period of 3.6 years.

12




HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)
11. Notes Payable and Long-term Debt

At June 30, 2007, the Company had the followingegnsed long-term debt outstanding:

Maturity Date Interest Rate
Fixed rate debi
August 15, 200° 5.51% $ 25,000,00¢
August 15, 200! 5.91% 25,000,00(
August 15, 201. 6.46% 75,000,00(
August 15, 201« 6.56% 75,000,00(
Senior credit facility
December 18, 2011 5.67% 205,000,00!
$405,000,00!
less long-term debt due within one year (25,000,000
Long-term debt $380,000,00

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

On December 18, 2006, the Company entered intgerement with a multi-bank syndicate for a fiwear, $400 million senior unsecu
credit facility. The Company anticipates that thajority of all of the borrowings over the life thfe facility will accrue interest at a
spread over LIBOR. The Company will also pay a notment fee based on the unused balance of thiityacThe spread over LIBOR
as well as the commitment fee will be determinezbating to a scale based on a ratio of the Comsatoyal debt to total capitalization.
The LIBOR spread will range from .30 percent to p#cent depending on the ratios. At June 30, 20@7LIBOR spread on borrowin
was .35 percent and the commitment fee was .0%®peper annum.

Financial covenants in the facility require the Quamy to maintain a funded leverage ratio (as ddjiné¢ less than 50 percent and an
interest coverage ratio (as defined) of not leas .00 to 1.00. The new facility contains additibterms, conditions, and restrictions
that the Company believes are usual and customargsecured debt arrangements for companies thairailar in size and credit
quality. At closing, the Company transferred twtidrs of credit totaling $20.9 million to the fiitgi that remained outstanding at June
30, 2007. As of June 30, 2007, the Company ha8 ##bion borrowed against the facility. The advarears interest at 5.67 percent.
Subsequent to June 30, 2007, the outstandingwimgts were reduced by $5 million.

In conjunction with the $400 million senior unseedicredit facility, the Company entered into areagnent with a single bank to amend
and restate the previous unsecured line of creafit 50 million to $5 million. Pricing on the andwd line of credit is prime minus 1.75
percent. The covenants and other terms and conditire similar to the aforementioned senior crfaditity except that there is no
commitment fee. At June 30, 2007, the Companyrttadutstanding borrowings against this line.

13
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Income Taxes

The Company'’s effective tax rate was 36.6 peraetté first nine months of fiscal 2007, compare88a percent in the first
nine months of fiscal 2006. The effective tax fatethe three months ended June 30, 2007 and 268&3%.5 percent and 37.8
percent, respectively. The effective rate diffieosn the U.S. federal statutory rate of 35.0 per@eimarily due to state and
foreign taxes.

Contingent Liabilities and Commitments

In conjunction with the Company’s current drillinig construction program, purchase commitmenteépripment, parts and
supplies of approximately $130.9 million are outsliag at June 30, 2007.

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

The Company is contingently liable to suretiesasprect of bonds issued by the sureties in conmewtith certain commitments entered
into by the Company in the normal course of businéshe Company has agreed to indemnify the sgrégreany payments made by tr
in respect of such bonds.

Segment Information

The Company operates principally in the contraittirly industry. The Company’s contract drilling $iness includes the following
reportable operating segments: U.S. Land, U.Shofke, and International. The contract drillingi@gtions consist mainly of contracti
Company-owned drilling equipment primarily to magorand gas exploration companies. The Compapriieary international areas of
operation include Venezuela, Colombia, Ecuadormo8outh American countries and Africa. The In¢ional operations have similar
services, have similar types of customers, opénatgeconsistent manner and have similar econonmda@gulatory characteristics.
Therefore, the Company has aggregated its Intemaltoperations into one reportable segment. Tdrapgany also has a Real Estate
segment whose operations are conducted exclusivéiye metropolitan area of Tulsa, Oklahoma. Tég &reas of operation include a
shopping center and several multi-tenant warehouBash reportable segment is a strategic busing@ssvhich is managed separately.
Other includes investments and corporate operations

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

* revenues from external and internal customers
» direct operating costs

* depreciation and

» allocated general and administrative costs

but excludes corporate costs for other depreciatimome from asset sales and other corporate ia@nd expense.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

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

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

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

Summarized financial information of the Companygpartable segments for the nine months ended Jurigd87, and 2006, is shown in
the following tables:

Segmeni
External Inter - Total Operating
(in thousands) Sales Segmeni Sales Income
June 30, 200
Contract Drilling:
U.S. Land $ 84255¢ $ — 3 84255¢ $ 342,80¢
U.S. Offshore 79,95¢ — 79,95¢ 10,90z
International 249,27¢ — 249,27¢ 77,657
1,171,79¢ — 1,171,79¢ 431,36¢
Real Estate 8,414 617 9,031 3,713
1,180,20¢ 617 1,180,82¢ 435,081
Eliminations — (617) (617) —
Total $ 1,180,20¢ $ —  $ 1,180,20¢ $ 435,08
Segmeni
External Inter - Total Operating
(in thousands) Sales Segment Sales Income
June 30, 200¢
Contract Drilling:
U.S. Land $ 581,28¢ $ — % 581,28¢ $ 247,57¢
U.S. Offshore 97,791 — 97,791 20,115
International 179,20t — 179,20t 40,09¢
858,282 — 858,282 307,79C
Real Estate 7,732 588 8,320 3,271
866,01¢ 588 866,602 311,061
Eliminations — (588) (588) —
Total $ 866,01« $ —  $ 866,01« $ 311,061
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Summarized financial information of the Companygpartable segments for the three months ended3r007, and 2006, is shown in
the following tables:

Segmeni
External Inter - Total Operating
(in thousands) Sales Segment Sales Income
June 30, 200
Contract Drilling:
U.S. Land $ 303,51« $ — 3 303,51« $ 114,61¢
U.S. Offshore 24,91C — 24,91C 3,013
International 90,073 — 90,073 30,413
418,497 — 418,497 148,04k
Real Estate 2,777 212 2,989 1,285
421,27¢ 212 421,48¢ 149,33(
Eliminations — (212) (212) —
Total $ 42127: % — 3 42127 % 149,33(
Segmeni
External Inter - Total Operating
(in thousands) Sales Segmeni Sales Income
June 30, 200¢
Contract Drilling:
U.S. Land $ 214,86« $ — % 214,86« $ 93,70¢
U.S. Offshore 34,56¢& — 34,56¢& 7,635
International 67,831 — 67,831 17,68t
317,265 — 317,26:¢ 119,02¢
Real Estate 2,533 194 2,127 1,092
319,79¢ 194 319,99( 120,12C
Eliminations — (194) (194) —
Total $ 319,79¢ $ — 9 319,79¢ $ 120,12(
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMERS
(Unaudited)

The following table reconciles segment operatir@pme per the table above to income before incomestand equity in income of

affiliate as reported on the Consolidated Condei&tatements of Income.

Segment operating incon

Gain from involuntary conversion of lo-lived asset:

Income from asset sal

Corporate general and administrative costs andocatp depreciatic
Operating income

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

Total other income

Income before income taxes and equity in incoméitiéae

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

Real Estati
Other

17

Three Months Ended

Nine Months Ended

June 30, June 30,
2007 2006 2007 2006
(in thousands)
$149,33( $120,12( $435,081 $311,06!
5,90C — 11,07C —
6,18€ 1,89t 39,00¢ 6,431
(6,744 (7,87€) (19,549 (22,200
154,67. 114,137  465,61(  295,29:
962 2,63< 3,24C 7,61¢
(3,260 (1,281 (6,092 (5,807
25,29¢ 9,39C 51,81z 12,11C
120 1,08t 250 599
23,12( 11,827 49,21( 14,521
$177,79: $125,96¢ $514,82( $309,81:
June 30, September 30
2007 2006
(in thousands)

$1,917,07. $ 1,356,81°
118,44( 110,19:
311,36: 311,60¢
2,346,87: 1,778,61:
29,77( 30,62¢
310,67¢ 325,47:
$ 2,687,32. $ 2,134,71.




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

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

Three Months Ended Nine Months Ended
June 30, June 30,
2007 2006 2007 2006
(in thousands)

Operating revenue

United State: $ 331,201 $ 251,96t $ 930,931 $ 686,80¢
Venezuele 40,34¢ 24,60¢ 87,08( 61,02¢
Ecuador 22,53¢ 22,32z 75,081 63,382
Other Foreign 27,18¢ 20,90z 87,117 54,794

Total $ 421,27¢ $ 319,79¢ $1,180,20¢ $ 866,01<

Pensions and Other Post-retirement Benefits
The following provides information at June 30, 2@0id 2006 as to the Company-sponsored domestitediefienefit pension plan.

Components of Net Periodic Benefit Cost

Three Months Ended Nine Months Ended
June 30, June 30,
2007 2006 2007 2006
(in thousands)

Service cos $ — $ 1022 % — $ 3,064
Interest cos 1,21¢€ 1,21C 3,64¢ 3,63C
Expected return on plan ass (1,287) (1,239 (3,843%) (3,702
Recognized net actuarial loss 35 219 105 657
Net pension expen: $ (@0 $ 1,217 $ (90) $ 3,64¢

Plan Assets

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

At June 30, 2007 2006
Asset Categor

Equity Securitie: 78.5% 75.5%
Debt Securitie! 19.2% 23.2%
Real Estate and Other 2.3% 1.3%
Total 100.(% 100.C%

Employer Contributions
The Company does not anticipate that it will beursg to fund the Pension Plan in fiscal 2007. de&r, the Company expects to make

discretionary contributions to fund distributiomslieu of liquidating pension assets. The Compestymates contributing $3.0 million in
fiscal 2007. Through June 30, 2007, the Companlydoatributed $1.8 million to the Pension Plan.

Foreign Plan

The Company maintains an unfunded pension plaménod the international subsidiaries. Pension egpavas approximately $58,000
and $88,000 for the three months ended June 30, 20@ 2006, respectively. Pension expense wasspmately $215,000 and
$273,000 for the nine months ended June 30, 2002@06, respectively.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Risk Factors

The Company derives its revenue in Venezuela fretmiieos de Venezuela, S.A. (PDVSA), the Venezusiate-owned petroleum
company. The net receivable from PDVSA, as diggda the Company’s 2006 Annual Report on Form 10&s approximately $66
million at December 1, 2006. At June 30, 2007, rteereceivable from PDVSA was approximately $50iom. As of August 1, 2007,
the net receivable from PDVSA was approximately §diion. With the collection of the amounts dad, prior short-term borrowings
from two local banks in Venezuela have been paid.

Gain Contingencies

In August 2005, the Company’s Rig 201, which opssatn an operator’s tension-leg platform in thef @uMexico, lost its entire

derrick and suffered significant damage as a regiturricane Katrina. The rig was insured at ligdhat approximated replacement
cost. Capital costs incurred in conjunction witly aepairs are capitalized and depreciated in aegme with the Company’s accounting
policies. Insurance proceeds of approximately $3l0on were received in fiscal 2006. These pext®approximated the net book
value of equipment. During the nine months ende B0, 2007, additional insurance proceeds of aupately $11.1 million were
received and recorded as gain from involuntary egsion of long-lived assets in the ConsolidatedeBtants of Income. Additional
claims will be submitted and as received, will abgorecorded as income. Insurance proceeds duel@ttin the Consolidated
Statements of Cash Flows under investing activitisthis time, it is expected the entire amounihgurance proceeds may not be
received until fiscal 2008. The Company anticipdtee rig returning to service during the fourtladar of fiscal 2007.

Recently Issued Accounting Standards

In February 2007, the Financial Accounting Standd&dard (“FASB”) issued SFAS No. 15Bhe Fair Value Option for Financial
Assets and Financial Liabilities-Including an amereht of FASB Statement No. 1$5AS No. 159 permits entities to choose to
measure many financial instruments and certainrdtims at fair value. SFAS No. 159 is effectigeofithe beginning of an entity’s
first fiscal year that begins after November 15)20The Company is currently evaluating the pad¢mpact, if any, the adoption of
SFAS No. 159 will have on its financial statements.

In September 2006, the Financial Accounting StashslBoard (“FASB”) issued SFAS No. 13Bnployers’ Accounting for Defined
Benefit Pension and Other Postretirement Benefih®{SFAS 158). SFAS 158 requires companies to reeeghie overfunded or
underfunded status of a defined benefit postregr@mlan as an asset or liability in its statentdriinancial position. This statement is
effective for financial statements as of the enfisafal years ending after December 15, 2006. Tl @any’s pension plan was frozen
on September 30, 2006, and as a result, the Contngffectively reflected the funded status offfam in the Consolidated Balance
Sheets; therefore, SFAS 158 will have no impaatamsolidated financial statements.

In September 2006, the Financial Accounting Stashsl&oard (“FASB”) issued SFAS No. 197air Value Measurements SFAS No.
157 defines fair value, establishes a frameworkifeasuring fair value and expands disclosures dhoutalue measurements. This
statement is effective for financial statementséstfor fiscal years beginning after November )72 and interim periods within those
fiscal years. The Company is currently evalua®hkp\S No. 157 to determine the impact, if any, srfiitancial statements.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

In June, 2006, the Financial Accounting Standariaré (“FASB”) issued Interpretation No. 48ccounting for Uncertainty in Income
Taxes-an interpretation of FASB Statement No..1T8is interpretation prescribes a recognitiorshiold and measurement attribute for
the financial statement recognition and measurewieatax position taken or expected to be takemtiax return, and provides guidance
on derecognition, classification, interest and ftegg accounting in interim periods, disclosuneg aransition. This interpretation is
effective for fiscal years beginning after Decembgr2006. The Company is currently assessingntpact of this interpretation on the
financial statements.

Subsequent Events

Subsequent to June 30, 2006, the Company sold ®8ltres of an available-for-sale security resglitina gain of approximately $4.4
million, $2.7 million after-tax. Proceeds from tbale were $4.8 million.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIMNCIAL CONDITION
AND RESULTS OF OPERATIONS
June 30, 2007

RISK FACTORS AND FORWARD -LOOKING STATEMENTS

The following discussion should be read in conjiorctvith the consolidated condensed financial stetets and related notes included
elsewhere herein and the consolidated financitdstants and notes thereto included in the Comp&006 Annual Report on Form 10-K.
The Company'’s future operating results may be &by various trends and factors, which are beybadCompany’s control. These
include, among other factors, fluctuations in naltgas and crude oil prices, expiration or termarabf drilling contracts, forfeiture of early
termination payments under fixed term contractstdusistained unacceptable performance, unsuctessiection of receivables, including
Venezuelan receivables, inability to procure keycdmponents, failure to timely deliver rigs witldpplicable grace periods, disruption to or
cessation of business of the Company’s limited @®uvendors or fabricators, currency exchange lpsbesges in general economic and
political conditions, adverse weather conditiorduding hurricanes, rapid or unexpected changéscimnologies, and uncertain business
conditions that affect the Company’s businessesoAtingly, past results and trends should not legl lry investors to anticipate future
results or trends. The Company'’s risk factorsmaoee fully described in the Company’s 2006 AnnuapBt on Form 10-K. No material
changes in the risk factors have occurred.

With the exception of historical information, thetters discussed in ManagemsriDiscussion & Analysis of Financial Condition aResults
of Operations include forward-looking statemerifbiese forward-looking statements are based onuwsaesumptions. The Company
cautions that, while it believes such assumptionsetreasonable and makes them in good faith, ge&ma about future events and
conditions almost always vary from actual resultbe differences between good faith assumptionsaathal results can be material. The
Company is including this cautionary statemenat@tadvantage of the “safe harbor” provisions efRhivate Securities Litigation Reform
Act of 1995 for any forward-looking statements mageor on behalf of, the Company. The factorsidied in this cautionary statement are
important factors (but not necessarily all impottactors) that could cause actual results to difiaterially from those expressed in any
forward-looking statement made by, or on behaltloé, Company.

RESULTS OF OPERATIONS

Three Months Ended June 30, 2007 vs. Three Monthsnfled June 30, 2006

The Company reported net income of $115.2 mill®h.Q9 per diluted share) from operating revenuet2a@t3 million for the third quarter
ended June 30, 2007, compared with net income @D$&illion ($0.75 per diluted share) from opergtmevenues of $319.8 million for the
third quarter of fiscal year 2006. Net incometfue third quarter of fiscal 2007 includes approxeha$15.5 million ($0.15 per diluted share)
of after-tax gains from the sale of available-fatessecurities. Net income for the third quarteiiszal 2006 includes approximately $5.8
million ($0.05 per diluted share) of after-tax gafrom the sale of available-for-sale securitiiet income for the third quarter of fiscal 2007
includes approximately $3.9 million ($0.03 per thid share) of after-tax gains from the sale oftassdet income for the third quarter of
fiscal 2006 includes approximately $1.2 million (8D per diluted share) of aftéax gains from the sale of assets. Also includedkit incom:
for the third quarter of fiscal 2007 is approximgat®3.7 million ($0.03 per diluted share) of aftax gains from involuntary conversion of
long-lived assets.

The following tables summarize operations by busdsreegment for the three months ended June 30,a82@DZ006. Operating statistics in
tables exclude the effects of offshore platform mmternational management contracts, and do n@idecreimbursements of “out-of-pocket”
expenses in revenue, expense and margin per daylatédns. Per day calculations for internatioogrations also exclude gains and losses
from translation of foreign currency transactiof®gment operating income is described in detalate 14 to the financial statements.
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MANAGEMENT'’S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION
AND RESULTS OF OPERATIONS
June 30, 2007

Three Months Ended June 30

2007 2006
(in thousands,

U.S. LAND OPERATIONS except days and per day amounts
Revenue: $ 303,51 $ 214,86¢
Direct operating expens: 157,75¢ 102,09«
General and administrative expel 3,62& 2,902
Depreciation 27,51z 16,15¢
Segment operating income $ 114,61¢ $ 93,70¢
Activity days 12,371 8,71€
Average rig revenue per d. $ 23,401 $ 23,50:
Average rig expense per d $ 11,61¢ $ 10,56¢
Average rig margin per de $ 11,782 $ 12,93¢
Rig utilization 96% 100%

U.S. LAND segment operating income increased tai$ million for the third quarter of fiscal 2007ropared to $93.7 million in the same
period of fiscal 2006. Revenues were $303.5 nmilkod $214.9 million in the third quarter of fis@8l07 and 2006, respectively. Included in
land revenues for the three months ended JunedBJ, @hd 2006 are reimbursements for “out-of-pockgffenses of $14.0 million and $10.0
million, respectively. The $20.9 million increasesegment operating income was primarily the resfuticreased activity days.

Average land rig revenue per day was $23,401 aB¢b$23 for the third quarter of fiscal 2007 and 20@8pectively. Land rig utilization was
96 percent and 100 percent for the third quartdisofl 2007 and 2006, respectively. Land rig\atstidays for the third quarter of fiscal 2007
were 12,371 compared with 8,716 for the same parididcal 2006, with an average of 135.9 and 9®8 working during the third quarter
fiscal 2007 and 2006, respectively. The increagdgidays and average rigs working is attributabld8 new rigs entering the fleet since the
third quarter of fiscal 2006.

Average rig expense per day increased $1,054 t®$2er day at June 30, 2007 from $10,565 pemtldyne 30, 2006. Intense demand for
a quality labor force has elevated payroll andteelaosts along with increases in materials anglmg

In the third quarter of fiscal 2007, one idle rigswsold from the U.S. Land fleet.

Three Months Ended June 30

2007 2006
(in thousands,

U.S. OFFSHORE OPERATIONS except days and per day amounts
Revenue! $ 2491C $ 34,56¢
Direct operating expens: 18,62( 22,72¢
General and administrative expel 865 1,31¢
Depreciation 2,412 2,88¢
Segment operating income $ 3,01 $ 7,635
Activity days 546 728
Average rig revenue per d. $ 30,26: $ 39,931
Average rig expense per d $ 21,73, $ 25,21C
Average rig margin per de¢ $ 8,52¢ $ 14,721
Rig utilization 67% 73%

U.S. OFFSHORE revenues include reimbursementsoia-6f-pocket” expenses of $3.3 million and $2.Tion for the three months ended
June 30, 2007 and 2006, respectively.
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MANAGEMENT'’S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION
AND RESULTS OF OPERATIONS
June 30, 2007

Revenues, direct operating expenses, and segmeratiyg income declined in the third quarter ofdis2007 compared to the third quarte
fiscal 2006 primarily as a result of decreasedvigtdays. The decrease in activity days is dusvimrigs working in the third quarter of fis
2006 that were stacked in the third quarter of 2007

At June 30, 2007, the Company has five of its ipilaéform rigs working, three rigs waiting on loaatiand one rig stacked. Subsequent to
June 30, 2007, one of the working rigs was stacked.

Three Months Ended June 30

2007 2006
(in thousands,

INTERNATIONAL OPERATIONS except days and per day amounts
Revenue: $ 90,07 $ 67,831
Direct operating expens 52,297 44,25¢
General and administrative expel 712 1,02¢
Depreciation 6,654 4,86(
Segment operating income $ 30,41 $ 17,68t
Activity days 2,23t 2,30C
Average rig revenue per d $ 34,20C $ 24.,69¢
Average rig expense per d $ 18,24¢ $ 15,09¢
Average rig margin per de $ 15,952 $ 9,60z
Rig utilization 90% 93%

INTERNATIONAL DRILLING segment operating income ftie third quarter of fiscal 2007 was $30.4 millieompared to $17.7 million in
the same period of fiscal 2006. Rig utilization fisternational operations was 90 percent for tieltquarter of fiscal 2007, compared witr
percent for the third quarter of fiscal 2006. Dgrthe current quarter, an average of 24.3 rigketrcompared to an average of 25.0 rigs in
the third quarter of fiscal 2006. Internationalerues were $90.1 million in the third quarter s€él 2007, compared with $67.8 million in
third quarter of fiscal 2006. The increase in raxeis attributable to increased dayrates fromrachtenewals in Venezuela. The Company
anticipates utilization in the fourth quarter afdal 2007 to decline compared to the third quarfdnis decline should result in lower fourth
quarter operating income compared to the thirdtguaf fiscal 2007. Included in International raues for the three months ended June 30,
2007 and 2006 are reimbursements for “out-of-pdadgpenses of $8.9 million and $6.6 million, resjpesly.

OTHER

General and administrative expenses decreasedLtb #iillion in the third quarter of fiscal 2007 fmo$13.0 million in the third quarter of
fiscal 2006. The $1.5 million decrease is prinyadilie to a reduction of pension expense in the tnirarter of fiscal 2007 compared to 2006.
The Pension Plan was frozen and benefit accruails discontinued effective September 30, 2006, thdacing the service cost of the Plan.
Interest and dividend income decreased to $1.0omilh the third quarter of fiscal 2007 compare&26 million in the third quarter of fiscal
2006. The $1.6 million decrease is attributable teduction in short-term investments that weeslet maturity to meet the capital needs
associated with the FlexRig construction.
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MANAGEMENT'’S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION
AND RESULTS OF OPERATIONS
June 30, 2007

Interest expense was $3.3 million and $1.3 milliothe third quarter of fiscal 2007 and 2006, resipely. With advances on the credit
facility, interest expense before capitalized iegtlincreased $2.2 million during the third quadtefiscal 2007 compared to the third quarter
of fiscal 2006. Capitalized interest was $2.1 imvlland $1.9 million for the three months endedeJ8@, 2007 and 2006, respectively.

Income from asset sales was $6.2 million in thedtuarter of fiscal 2007, compared to $1.9 millinorthe same period of fiscal 2006. The
increase of $4.3 million in the third quarter afdal 2007 was primarily due to the sale of one & rig.

Income from the sale of investment securities w&s®million, $15.5 million after-tax ($0.15 petwudtied share) in the third quarter of fiscal
2007. In the third quarter of fiscal 2006, incofren the sale of investment securities was $9.4ani$5.8 million after-tax ($0.05 per
diluted share).

In the third quarter of fiscal 2007, the Compangoreled income of $5.9 million from involuntary camsion of long-lived assets that
sustained significant damage as a result of hureidéatrina in 2005.

Nine Months Ended June 30, 2007 vs. Nine Months Erd June 30, 2006

The Company reported net income of $332.9 millig®.17 per diluted share) from operating revenue&ldE80.2 million for the nine months
ended June 30, 2007, compared with net income @6.81million ($1.84 per diluted share) from opergtievenues of $866.0 million for the
first nine months of fiscal year 2006. Net incofoethe first nine months of fiscal 2007 includexl$8 million ($0.30 per diluted share) of
after-tax gains from the sale of available-for-saeurities sold primarily in the first and thirdagters. The proceeds from the sale were used
to repurchase 681,900 shares of Company commok f&toapproximately $15.9 million in October 2008dsfunding capital expenditures.
Net income for the first nine months of fiscal 2066ludes $7.5 million ($0.07 per diluted sharepéie-tax gains from the sale of available-
for-sale securities. The proceeds from the sakeofirities in the nine months ending June 30, 206 used to fund capital expenditures.
Also included in net income is after-tax gains frira sale of assets of approximately $24.7 mil{®®24 per diluted share) for the nine
months ended June 30, 2007, compared to approxXinfatel million of after-tax gains ($0.04 per dédtshare) for the nine months ended
June 30, 2006. Also included in net income faedl2007 is approximately $7.0 million ($0.06 pdutkd share) of after-tax gains from
involuntary conversion of long-lived assets.

The following tables summarize operations by bussreegment for the nine months ended June 30,&@D2006. Operating statistics in the
tables exclude the effects of offshore platform emeérnational management contracts, and do ntidecreimbursements of “out-of-pocket”
expenses in revenue, expense and margin per daylatédns. Per day calculations for internatiooggrations also exclude gains and losses
from translation of foreign currency transactiolegment operating income is described in detaldte 14 to the financial statements.
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MANAGEMENT'’S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION
AND RESULTS OF OPERATIONS
June 30, 2007

Nine Months Ended June 30

2007 2006
(in thousands,

U.S. LAND OPERATIONS except days and per day amounts
Revenue: $ 842,55¢ $ 581,28¢
Direct operating expens: 417,51« 278,36(
General and administrative expel 10,22¢ 9,893
Depreciation 72,00¢ 45,457
Segment operating income $ 342,80¢ $ 247,57¢
Activity days 34,07t 24,831
Average rig revenue per d. $ 23,5371 $ 22,13¢
Average rig expense per d $ 11,06 $ 9,941
Average rig margin per de $ 12,472 $ 12,197
Rig utilization 97% 98%

U.S. LAND segment operating income in the firsteimonths of fiscal 2007 increased to $342.8 milfimm $247.6 million in the first nine
months of fiscal 2006.

Revenues were $842.6 million in the first nine nhemf fiscal 2007, compared with $581.3 milliortle same period of fiscal 2006.
Included in land revenues for the nine months erdded 30, 2007 and June 30, 2006 are reimbursefioeritait-of-pocket” expenses of
$40.5 million and $31.5 million, respectively. Th@85.2 million increase in segment operating incevas primarily the result of higher land
rig margins and increased activity days.

Land rig revenue days for the first nine month2@®7 were 34,075 compared with 24,837 for the gaened of 2006, with an average of
124.9 and 91.0 rigs working during the first ninenths of fiscal 2007 and 2006, respectively. Twedase in rig days and average rigs
working is attributable to 36 new rigs entering fleet in fiscal 2007.

Nine Months Ended June 30

2007 2006
(in thousands,

U.S. OFFSHORE OPERATIONS except days and per day amounts
Revenue: $ 79,95¢ $ 97,791
Direct operating expens 57,46¢ 64,854
General and administrative expel 3,721 4,584
Depreciation 7,86€ 8,23€
Segment operating income $ 10,90z $ 20,11t
Activity days 1,65€ 2,071
Average rig revenue per d $ 33,09t $ 38,73¢
Average rig expense per d $ 21,921 $ 23,98¢
Average rig margin per de $ 11,172 $ 14,74¢
Rig utilization 67% 69%
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U.S. OFFSHORE operating revenues, direct operatipgnses and segment operating income decreased ldwer activity. Included in
offshore revenues for the nine months ended Jun2@® and June 30, 2006 are reimbursements fardfepocket” expenses of $10.2 and
$9.9 million, respectively. Segment operating meodecreased to $10.9 million in the first nine therof fiscal 2007 from $20.1 million in
the first nine months of fiscal 2006. Rig days ev&/656 and 2,071 for the first nine months ofdiR007 and 2006, respectively. The
decrease in days is due to two rigs working ledsa@al 2007 than fiscal 2006.

At June 30, 2007, the Company has five of its ipilaéform rigs working, three waiting on locationdaone rig stacked. Subsequent to June
30, 2007, one of the working rigs was stacked.

Nine Months Ended June 30

2007 2006
(in thousands,

INTERNATIONAL OPERATIONS except days and per day amounts
Revenue: $ 249,27¢ $ 179,20¢
Direct operating expens: 151,65¢ 122,34¢
General and administrative expel 2,40¢ 2,50€
Depreciation 17,551 14,251
Segment operating income $ 77,651 $ 40,09¢
Activity days 6,862 6,48¢
Average rig revenue per d. $ 29,58: $ 22,74¢
Average rig expense per d $ 16,25 $ 14,57(C
Average rig margin per de $ 13,33C $ 8,17€
Rig utilization 93% 88%

INTERNATIONAL DRILLING segment operating income the first nine months of fiscal 2007 was $77.7 ioil] compared to $40.1
million in the same period of 2006. The increasedgment operating income is primarily the restiihcreased rig activity and higher
dayrates. Segment operating income also benefibed & new FlexRig being added to the internatiflieat at the end of fiscal 2006,
increasing the number of international rigs to ttyeseven. Rig utilization for International opéoais averaged 93 percent for the first nine
months of fiscal 2007, compared with 88 percenttierfirst nine months of fiscal 2006. An avera§@5.1 rigs worked during the first nine
months of fiscal 2007, compared to 23.8 rigs infitst nine months of fiscal 2006. Internationevenues were $249.3 million and $179.2
million in the first nine months of fiscal 2007 aR@06, respectively. The overall increase in ma gier day was primarily the result of
dayrate increases in several foreign markets \Wighmiost significant increase occurring in Venezuételuded in International revenues for
the nine months ended June 30, 2007 and 2006iarbuesements for “out-of-pocket” expenses of $38ilion and $18.5 million,
respectively.

Direct operating expenses for the first nine mowthfiscal 2007 were up 24 percent from the filistermonths of fiscal 2006 due to increased
activity days and inflationary pressures in theseilvice sector.
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OTHER

General and administrative expenses decreasecbtb #$8llion in the first nine months of fiscal 206dm $38.9 million in the first nine
months of fiscal 2006. The $3.4 million decreasprimarily due to recording, in fiscal 2006, $&8lion of stock-based compensation
expense due to the Company accelerating the vestisigare options held by a senior executive thiatad. Additionally, in fiscal 2007,
pension expense decreased approximately $3.7 mflicon fiscal 2006. The Pension Plan was frozehlznefit accruals were discontinued
effective September 30, 2006, thus reducing thacecost of the Plan. This decrease is partiiiget by increases in employee labor,
benefits and operating costs associated with thebeu of employees increasing in fiscal 2007.

Interest and dividend income decreased to $3.2omilh the first nine months of fiscal 2007, comgzito $7.6 million in the same period of
fiscal 2006. The $4.4 million decrease is attrétle to a reduction in short-term investments Wexie used at maturity to meet the capital
needs associated with the FlexRig construction.

Interest expense was $6.1 million and $5.8 milfemthe nine months ended June 30, 2007 and 2@8Fectively. Interest expense is
primarily attributable to the $200 million long-terdebt in both periods and advances on the sergditdacility in fiscal 2007. The increase
in interest expense is due to an increase in isttesgense for advances on the senior creditffaailifiscal 2007. This increase is partially
offset by an increase in capitalized interest ab$8illion to $7.2 million compared to $3.7 million fiscal 2006 related to the Company’s rig
construction program.

Income from the sale of investment securities wWats&million, $31.8 million after-tax ($0.30 petuded share) in the first nine months of
fiscal 2007. In the first nine months of fiscal0®) income from the sale of investment securitias %12.1 million, $7.5 million after-tax
($0.07 per diluted share). The gain in both perieds from the sale of available-for-sale investi:ien

Income from asset sales increased to $39.0 miltidhe first nine months of fiscal 2007, compare®®6.4 million in the same period of fiscal
2006. The increase of $32.6 million is primarilyedto the sale of two domestic offshore rigs angl @omestic land rig in 2007 compared to
the sale of one domestic land rig in 2006.

In fiscal 2007, the Company recorded income of $hillion from involuntary conversion of long-liveaissets that sustained significant
damage as a result of hurricane Katrina in 2005.

LIQUIDITY AND CAPITAL RESOURCES

Cash and cash equivalent balances increased t6 &ifllon at June 30, 2007 from $33.9 million ap8amber 30, 2006. Contributing to the
increase in cash and cash equivalents were: niefpcasided by operating activities of $385.4 mitljgproceeds from the sale of investment
securities of $112.9 million, proceeds from theesalassets and insurance proceeds totaling $58i6mincrease in long-term debt of
$205.0 million, and cash received from the exerofs&tock options and the excess tax benefit fraooksbased compensation of $4.5 millic
The decreases include capital expenditures of $68ilion, repurchase of common stock of $17.6 imiil] a reduction in bank overdraft of
$11.3 million, payments made on short-term notgsle of $3.7 million and dividends paid of $14.0lion.
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The Company’s contract drilling backlog, consistofgexecuted contracts with original terms in escelone year, as of July 1, 2007 and
October 31, 2006 was $1.868 billion and $2.116dillrespectively. Approximately 91 percent of thdy 1, 2007 backlog is not reasonably
expected to be filled in fiscal 2007. Term contsagustomarily provide for termination at the eiectof the customer with an “early
termination payment” to be paid to the Companydbatract is terminated prior to the expiratioritt# fixed term. However, under certain
limited circumstances, such as destruction of lirdyirig, bankruptcy, sustained unacceptable perimce by the Company, or delivery of a
rig beyond certain grace and/or liquidated damaggags, no early termination payment would be paithe Company. In addition, a
significant amount of the backlog represents teomtracts for new rigs that will be constructedhie future. The Company obtains certain
key rig components from a single or limited numbevendors or fabricators. Certain of these vesdwifabricators are thinly capitalized
independent companies located on the Texas GutCdanerefore, disruptions in rig component dele®may occur. Accordingly, the
actual amount of revenue earned may vary from #u&lbg reported. See “Fixed Term Contract Riskinfited Number of Vendors”,
“Thinly Capitalized Vendors” and “Operating and Wes Risks” under Item “1A. Risk Factors” of ther@pany’s Annual Report on Form
10-K filed with the Securities and Exchange Cominis®n December 13, 2006.

The following table sets forth the total backlogrbportable segment as of July 1, 2007 and Oct®be?006, and the percentage of the July
1, 2007 backlog not reasonably expected to belfilidiscal 2007:

Reportable Total Backlog Percentage Not Reasonabl
Segment 07/01/2007 10/31/200€ Expected to be Filled in Fiscal 200
(in billions)
Land $ 1.73t$ 1.94¢ 91.0%
Offshore .078 .078 96.7%
International .055 .089 73.4%
$ 1.86€ $ 2.11€

During the nine months ended June 30, 2007, thep@ayncommitted to build 11 new FlexRigs. Thesealdng with the 66 rigs announced
in fiscal 2005 and 2006 brings the Company’s commaitt to 77 new FlexRigs. The drilling services peeformed on a daywork contract
basis. Through June 30, 2007, 64 rigs were corxpletr delivery, and 60 of the 64 rigs began figherations by June 30, 2007. The
remaining rigs are expected to be completed byetiikeof the second quarter of fiscal 2008.

During fiscal 2006, labor and equipment shortagssilted in construction delays and increased costgpared to initial schedules and
original cost estimates. Delivery schedules ofrtbe rigs were pushed back to such a degree tigatiédivery contractual liquidated damage
payments were incurred and are expected to bergatfor most of the remaining rigs. However, theuirred and projected liquidated damr
payments had, and are expected to have, an imaddtegact on revenues and margins. During the mioaths ended June 30, 2007, 40 rigs
were completed for delivery. The Company expextsaintain a delivery of three to four rigs per nioto the field during fiscal 2007.

Capital expenditures were $681.1 million and $328ilGon for the first nine months of fiscal 200A& 2006, respectively. Capital
expenditures increased from 2006 primarily duéneo@ompany’s current construction program of neexRIgs.
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The Company anticipates capital expenditures & aggproximately $890 million for fiscal 2007. Atddnal new build contracts and
equipment purchases have increased the previdosagstof $750 million. The Company’s operatinglcesquirements and estimated capital
expenditures, including rig construction, for fis2@07 will be funded through current cash, casivigled from operating activities, funds
available under the credit facilities and, if neskdgales of available-for-sale securities.

The Company’s indebtedness totaled $405 millioduat 30, 2007, as described in Note 11 to the Qidased Condensed Financial
Statements.

There were no other significant changes in the Gomis financial position since September 30, 2006.
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ITEM 3. QUANTITATIVE AND QUALITATNVE DISCLOSURES ABOUT MARKET RISK

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

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

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

* Note 11 to the Consolidated Condensed Financigé¢®ents contained in ltem 1 of Part | hereof withard to interest rate risk is
incorporated herein by reference; and

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

ITEM 4. CONTROLS AND PROCEDURES

As of the end of the period covered by this repmtevaluation was performed with the participatbthe Company’s management,
including the Chief Executive Officer and Chief &itial Officer, of the effectiveness of the desagual operation of the Compaydisclosur
controls and procedures. Based on that evalugtienCompany’s management, including the Chief Httee Officer and Chief Financial
Officer, concluded that the Company’s disclosunetias and procedures were effective as of Jun@@07, at ensuring that information
required to be disclosed by the Company in thertspbfiles or submits under the Securities ExaeAct of 1934 is recorded, processed,
summarized and reported within the time periodsi§ipe in the SEC’s rules and forms. There haverbeo changes in the Company’s
internal controls over financial reporting that ooed during the most recent fiscal quarter thaehaaterially affected, or are reasonably
likely to materially affect, the Company'’s interrmaintrols over financial reporting.
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PART Il. OTHER INFORMATION

ITEM 6. EXHIBITS

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

herewith.

E)L(Jmtt);ér Description

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

32 Certification of Chief Executive Officer and Chiefhnancial Officer Pursuant to 18 U.S.C. Section@, 3% Adopted

Pursuant to Section 906 of the Sarbi-Oxley Act of 2002
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SIGNATURES

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

HELMERICH & PAYNE, INC.
(Registrant

Date: August 7, 200 By: /S/ HANS C. HELMERICH
Hans C. Helmerich, Preside

Date: August 7, 200 By: /S/ DOUGLAS E. FEARS
Douglas E. Fears, Chief Financial Offic
(Principal Financial Officer

EXHIBIT INDEX

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

E)L(Jmtt);:er Description

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

32 Certification of Chief Executive Officer and Chiefnancial Officer Pursuant to 18 U.S.C. Section@,3% Adopted

Pursuant to Section 906 of the Sarbi-Oxley Act of 2002
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EXHIBIT 31.1
CERTIFICATION
I, Hans Helmerich, certify that:
1. | have reviewed this report on Form 10-Q of Helmle®&. Payne, Inc.;

2. Based on my knowledge, this report does not comtajnuntrue statement of a material fact or omgitéde a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to
the period covered by this report;

3. Based on my knowledge, the financial statementsodimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the Registrantfaaral for, the 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}Ehd 15d-15(e)) and internal control over finaheporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the Registrand have:

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

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

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

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

5. The Registrant’s other certifying officer and | kalisclosed, based on our most recent evaluatiorteyhal control over
financial reporting, to the Registrant’s auditonsldhe audit committee of the Registrant’s boardigdctors (or persons performing the
equivalent functions):

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

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

Date: August 7, 2007 /SI HANS HELMERICH
Hans Helmerict
Chief Executive Office




EXHIBIT 31.2
CERTIFICATION

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

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

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

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

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

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

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

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

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

a) all significant deficiencies and material weaknessehe design or operation of internal contradrofinancial reportin
which are reasonably likely to adversely affectRegistrant’s ability to record, process, summaaiaé report financial
information; and

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

Date: August 7, 2007 /SIDOUGLAS E. FEARS
Douglas E. Fear:
Chief Financial Officel




EXHIBIT 32

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

In connection with the Quarterly Report of Helmér& Payne, Inc. (the “Company”) on Form 10-Q foe theriod ending June 30,
2007, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), Hansniteich, as Chief Executive Officer of
the Company, and Douglas E. Fears, as Chief Fiab@®¢ficer of the Company, each hereby certifiagspant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@ydt of 2002, to the best of his knowledge, that:

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

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

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

August 7, 2007 August 7, 2007




