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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

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

For quarterly period ended: June 30, 2010

OR

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

For the transition period from to

Commission File Number: 1-4221

HELMERICH & PAYNE, INC.

(Exact name of registrant as specified in its @rart

Delaware 73-0679879
(State or other jurisdiction « (I.LR.S. Employer I.D. Numbe
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(918) 742-5531
(Registrant’s telephone number, including area yode
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if changed since last report)

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti8 or 15(d) of the Securities Excha
Act of 1934 during the preceding 12 months (ordiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastla@s. Yedx] No[O

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

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

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

Large accelerated fileX] Accelerated fileld

Non-accelerated fileO Smaller reporting compard
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). Yedd No
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PART I. FINANCIAL INFORMATION
HELMERICH & PAYNE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED BALANCE SHEETS

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

ITEM 1. FINANCIAL STATEMENTS

ASSETS
Current asset:

Cash and cash equivalel $

Shor-term investment

Accounts receivable, less reserve$629 at June 30, 2010 and $659 at September 30,
Inventories

Deferred income taxe

Assets held for sal

Prepaid expenses and ot

Current assets of discontinued operati

Total current asse

Investment:

Property, plant and equipment, |
Non-current assets of discontinued operati
Other asset

Total asset $

LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $
Accrued liabilities
Shor-term deb
Current liabilities oidiscontinued operatior

Total current liabilities

Noncurrent liabilities
Long-term debi
Deferred income taxe
Other
Non-current liabilities oldiscontinued operatior

Total noncurrent liabilitie:

Shareholder equity:

Common stock, $.10 par value, 160,000,000 shatkorared,107,057,904 shares issued as of
June 30, 2010 and September 30, 2009 and 105,&14mi7105,486,218 shares outstanding
June 30, 2010 and September 30, 2009, respec

Preferred stock, no par value, 1,000,ishares authorized, no shares iss<

Additional paic-in capital

Retained earning

Accumulated other comprehensive incc

Treasury stock, at co

Total shareholde’ equity

Total liabilities and sharehold¢ equity $

June 30, September 30
2010 2009

77,717 % 96,14

— 12,50(
335,00t 233,94¢
43,50¢ 39,54
17,48( 6,37

— 1,02z

66,04 52,49t
9,50 80,90¢
549,25( 522,93:
274,62( 356,40
3,235,86: 3,194,27.
— 71,63¢

13,92: 15,78
4,073,65 $ 4,161,02.
54,137 $ 68,17:
149,15: 111,75(
— 105,00(

7,68¢ 16,98:
210,97¢ 301,90¢
390,00( 420,00(
692,10: 672,35¢
73,22} 73,54¢
1,81¢ 10,20¢
1,157,14! 1,176,10!
10,70¢ 10,70¢
188,78t 176,03¢
2,471,23 2,414,94.
62,13( 112,45:
(27,339 (31,129
2,705,522 2,683,00!
4,073,65 $ 4,161,02.

The accompanying notes are an integral part okteegements.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS
(Unaudited)
(in thousands, except per share data)

Three Months Ended Nine Months Ended
June 30, June 30,
2010 2009 2010 2009
Operating revenue:
Drilling — U.S. Land $ 366,98¢ $ 282,35¢ $ 976,49 $ 1,172,071
Drilling — Offshore 53,13 55,60¢ 153,18¢ 157,42
Drilling — International Lanc 60,04¢ 43,88: 177,37 147,94
Other 3,21¢ 2,514 9,14¢ 8,02«
483,38 384,35¢ 1,316,20! 1,485,46.
Operating costs and othe
Operating costs, excludirdepreciatior 285,58 204,52: 742,76: 754,09t
Depreciatior 65,20¢ 58,731 189,41¢ 166,08:
General and administrati\ 20,11+ 14,17: 61,29¢ 45,48:
Research and developm 3,25¢ 2,771 8,411 6,63(
Gain from involuntary conversicof long-lived asset: — (2649) — (54))
Income from asset sal (2,249 (1,74)) (4,245 (4,706
371,91( 278,20:- 997,64: 967,04
Operating income from continuiroperations 111,47- 106,15! 318,56 518,42(
Other income (expense
Interest and dividend incon 94C 19¢ 1,53¢ 2,36
Interest expens (3,96)) (2,899 (12,699 (9,147%)
Other 21F (49 252 51
(2,806 (2,749 (10,909 (6,739
Income from continuing operations before income=$aand
equity in income of affiliat 108,66¢ 103,41. 307,66( 511,68t
Income tax provisiol 43,78¢ 35,39 104,87( 196,22
Equity in income of affiliatenet of income taxe — — 10,11:
Income from continuing operatiol 64,88 68,02: 202,79( 325,57(
Loss from discontinued operatiobefore income taxe (101,549 (13,719 (127,16() (18,457
Income tax provisiol 50 1,26( 2,36% 5,06:
Loss from discontinued operatio (101,599 (14,97)) (129,52)) (23,519
NET INCOME (LOSS) $ (36,71H % 53,04¢ $ 73,267 $ 302,05
Basic earnings per common she
Income from continuing operatiol $ 0.61 $ 0.64 $ 192 $ 3.0¢
Loss from discontinued operatio $ (0.9¢) $ (0.149) $ (1.29) $ (0.22)
Net income (loss $ (039 $ 05 $ 0.6 $ 2.8¢€
Diluted earnings per common shs
Income from continuing operatiol $ 0.61 $ 062 $ 1.8¢ $ 3.0t
Loss from discontinued operatio $ (0.95) $ (0.19 $ (1.2) $ (0.22)
Net income (loss $ (0.3 $ 0.5C $ 0.6¢ $ 2.8t
Weighted average shares outstand
Basic 105,74: 105,42! 105,67¢ 105,33
Diluted 107,44 106,69! 107,40( 106,38:
Dividends declared per common sh $ 0.06C $ 0.05C $ 0.16C $ 0.15(

The accompanying notes are an integral part okteegements.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)
(in thousands)

Nine Months Ended

June 30,
2010 2009
OPERATING ACTIVITIES:
Net income $ 73,267 % 302,05°
Adjustment for loss from discontinued operatir 129,52 23,51
Income from continuing operatiol 202,79( 325,57(
Adjustments to reconcile net income to net cprovided by operating activitie
Depreciatior 189,41¢ 166,08:
Provision for bad det 4 58C
Equity in income of affiliate beforincome taxe: — (16,309
Stocl-based compensatic 12,87 6,292
Other 79 394
Gain from involuntary conversicof long-lived asset: — (541)
Income from asset sal (4,245 (4,706
Deferred income tax expen 36,71 153,99°
Change in assets and liabilit-
Accounts receivabl (101,05H 144,80«
Inventories (3,96)) (11,887
Prepaid expenses and otl (12,739 (11,675
Accounts payabl (6,785 (14,949
Accrued liabilities 20,02t (8,31))
Deferred income taxe (527) 8,24¢
Other noncurrent liabilitie 952 (3,540
Net cash provided by operating activities frcontinuing operation 334,54« 734,05:
Net cash provided by (used in) operatactivities from discontinued operatio (1,507 402
Net cash provided by operating activit 333,03 734,45!
INVESTING ACTIVITIES:
Capital expenditure (220,200 (734,50¢)
Insurance proceeds from involuntary conver: — 541
Proceeds from sale of sh-term investment 12,51¢ —
Proceeds from asset sa 6,291 6,65¢
Purchase of shc-term investment (16) (22,500
Other — (16)
Net cash used in investing activities fricontinuing operation (201,409 (739,82)
Net cash used in investing activities frdiscontinued operatior (55) (3,857
Net cash used in investing activiti (201,459 (743,68()
FINANCING ACTIVITIES:
Decrease in notes payal — (1,739
Proceeds from line of crec 835,00( 3,185,00!
Payments on line of crec (970,000 (3,125,00i)
Increase (decrease) in bank overd (2,039 8,992
Dividends paic (15,89) (15,829
Exercise of stock optior (397 71C
Excess tax benefit from stc-based compensatic 3,31¢ 1,18¢
Net cash provided by (used in) financing activi (150,00 53,32¢
Net increase (decrease) in cash and cash equis (18,425 44,10
Cash and cash equivalents, beginning of pe 96,14: 77,54¢
Cash and cash equivalents, end of pe $ 7,71 % 121,65!

The accompanying notes are an integral part oktetements.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENT OF SHAREHOLDERSQITY

NINE MONTHS ENDED JUNE 30, 2010
(Unaudited)
(in thousands, except per share amounts)

Accumulated

Additional Other Total
Common Stock Paid-In Retained Comprehensive Treasury Stock Shareholders
Shares Amount Capital Earnings Income Shares Amount Equity
Balance, September 30, 2C 107,05¢ $ 10,70¢ $ 176,03¢ $ 2,414,994 $ 112,45: 1572 $ (31,129 $ 2,683,00!
Comprehensive Incom
Net income 73,267 73,267
Other comprehensive incom
Change in value on availa-for-sale securitie (51,32¢) (51,32¢)
Amortization of net periodibenefit cost-net of
actuarial gair 1,00t 1,00
Total comprehensive incon 22,94¢
Cash dividends ($.16 per sha (16,979 (16,979
Exercise of stock optior (2,742) (25€) 2,351 (39))
Tax benefit of stoc-based awardincluding excess ta
benefits of $3.3 millior 4,06( 4,06(
Treasury stock issued fvested restricted stoc (1,44%) (70) 1,44¢ —
Stoclk-based compensatic 12,87« 12,87«
Balance, June 30, 20 107,05¢ $ 10,70¢ $ 188,78t $ 2,471,231 $ 62,13( 1,24€ $ (27,33) $ 2,705,52

The accompanying notes are an integral part oktetements.
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1.

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

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

The accompanying unaudited Consolidated Condenseti¢tal Statements have been prepared in accagdaitic accounting principles
generally accepted in the United States (GAAP)alicable rules and regulations of the Securdigs Exchange Commission (the
“Commission”) pertaining to interim financial inforation. Accordingly, these interim financial statarts do not include all information
or footnote disclosures required by GAAP for conml@nancial statements and, therefore, shouldehd in conjunction with the
Consolidated Financial Statements and notes theretor 2009 Annual Report on Form 10-K and otharent filings with the
Commission. In the opinion of management, all adjesnts, consisting of those of a normal recurriature, necessary to present fairly
the results of the periods presented have beemded! The results of operations for the interimqukr presented may not necessarily be
indicative of the results to be expected for tHeyfear.

We classified the Venezuelan operation, an opgagment within the International Land Segmeng discontinued operation in the
third quarter of fiscal 2010, as more fully desedlin Note 2. Accordingly, the assets and lialeitof this business, along with its results
of operations, have been reclassified for all gripresented. Unless indicated otherwise, thermdtion in the Notes to the Consolida
Condensed Financial Statements relates only teantinuing operations.

The adoption of the guidance contained in Accogn8tandards Codification (“ASC”) 260-10-45arnings per Sharediscussed below
in Note 2 changed the calculation of basic earnpegsshare requiring restricted stock grants thaelpreviously been included in our
diluted weighted-average shares to be includedsgichweighted-average shares. Earnings per shatieefthree and nine months ended
June 30, 2009 has been recalculated to conforivetourrent year presentation.

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

Discontinued Operations

On June 30, 2010, the Official Gazette of Venezpelaished the Decree of Venezuelan President Hilgorez, which authorized the
“forceful acquisition” of eleven rigs owned by odenezuelan subsidiary. The Decree also authortzedéizure of “all the personal and
real property and other improvements” used by cemézuelan subsidiary in its drilling operationse Beizing of our assets became
effective June 30, 2010 and meets the criteridbbskeed for recognition as discontinued operationder accounting standards for
presentation of financial statements. Therefor@fasine 30, 2010, operations from the Venezualasidiary, an operating segment
within the International Land Segment, have bearsdified as discontinued operations in our Conatdidl Condensed Financial
Statements. All historical statements have bedassified to conform to this presentation.

7
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Our revenue in Venezuela was from providing drgjlservices to Petroleos de Venezuela, S.A. (PDV8®)Venezuelan state-owned
petroleum company. We determined, as of the beginoi the second quarter of fiscal 2009 and foryrat the revenue recognition
criteria in Venezuela was no longer met as colkilita of revenue was not reasonably assured, pilyndue to the uncertainty of the
timing of collectability. However, up until the tevof the seizing of our assets, we continued teivegpayments from PDVSA and were
in discussions with PDVSA officials regarding payrtseand the possibility of contract negotiationgtd our rigs back to work.

As a result of the seizing of our assets in thelthuarter of fiscal 2010, we have derecognizeduamezuela property and equipment,
$65.0 million, and warehouse inventory, $5.1 millioesulting in a loss of approximately $70.1 roiili Accounts receivable, payables
and other deferred charges and credits, nettiagpooximately $10.7 million, were also written bfcause the related future cash infl
and outflows associated with them are no longeeebqul to occur. At June 30, 2010, we had approxin®31.3 million (U.S. currency
equivalent) cash balances in Venezuela. We hawveg diuly 22, 2008, had an outstanding applicatiibim thhe Venezuelan government
requesting approval to convert bolivar fuerte (BRsf3h balances to U.S. dollars. If approval is eseeived, our Venezuelan subsidiary
would remit approximately $14.2 million as a dividkto its U.S. based parent. Because of the seifoer assets by the Venezuelan
government and our inability to obtain approvattaf dividend, we also impaired approximately $2hiion cash as of June 30, 2010.
The remaining cash was classified as restricted, @surrent asset from discontinued operationsiyget remaining current obligations.

Summarized operating results from discontinued atpmrs are as follows:

Three Months Ended Nine Months Ended
June 30, June 30,
2010 2009 2010 2009
Revenue $ 6,781 $ 3,40¢ $ 13,53 $ 46,35
Loss before income tax (101,549 (13,717 (127,16() (18,457
Income tax expens (50) (1,260 (2,36%9) (5,067)
Loss from discontinued operatio $ (101,599 $ (14.97) $ (129,52) $ (23,519

8
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

Significant categories of assets and liabilitiesrfrdiscontinued operations are as follows:

June 30, September 30,
2010 2009
Cash and cash equivalel $ — 3 45,34«
Accounts receivabl — 12,84:
Other current asse 9,507 22,72
Total current asse 9,507 80,90¢
Property, plant and equipment, | — 71,63¢
Total asset $ 9,507 $ 152,54(
Total current liabilities $ 7,68¢ $ 16,98
Total noncurrent liabilitie: 1,81¢ 10,20¢
Total liabilities $ 9,507 $ 27,18¢

Liabilities consist of municipal and income taxeg/able and social obligations due within the counfrVenezuela.

On January 8, 2010, the Venezuelan government uieddts currency. The official exchange rate wastleed from 2.15 Bsf to each
U.S. dollar to 4.30 Bsf. As a result of the devéhua we recorded an exchange loss of approxim&ed:7 million during the second
quarter of fiscal 2010. The devaluation is includediscontinued operations.

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

3. Earnings per Share

Effective October 1, 2009, we adopted the guidaeeained in ASC 260-10-4&arnings per ShareASC 260-1045 addresses whett
instruments granted in share-based payment traosacre participating securities prior to vestimgl therefore need to be included in
the earnings allocation in calculating earningsgbare under the two-class method described in 28)=10-45. ASC 260-1@5 requires
companies to treat unvested share-based paymerdsthat have non-forfeitable rights to dividendlividend equivalents as a separate
class of securities in calculating earnings peresh&/e have granted and expect to continue to gestiticted stock grants to employees
and non-employee directors that contain non-faféé rights to dividend. Such grants are considpegticipating securities under ASC
260-10-45. As such, we are required to includedfmrants in the calculation of our basic earningisghare and will need to calculate
basic earnings per share using the two-class meRestricted stock grants have previously beeruded in our dilutive earnings per
share calculation using the treasury stock methbd.two-class method of computing earnings perestsaan earnings allocation formula
that determines earnings per share for each cfagsmmmon stock and participating security accordimgdividends declared (or
accumulated) and participation rights in undisti@aliearnings. Since the adoption of ASC 260-10545 be applied retrospectively, the
earnings per share have been recalculated for peigods to conform to the current year presema#s a result, the number of shares
used to compute earnings per share changed. Faimtbenonths ended June 30, 2009, basic and diéatatdngs per share decreased
$0.01 due to the adoption.

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

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

9
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT

(Unaudited)

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

Numerator:
Income from continuinioperations
Loss fromdiscontinued operatior
Net income (loss
Adjustment for basic earningper share
Earnings allocated to unvestshareholder
Numerator for basic earninper share
From continuing operatior
From discontinued operatio

Adjustment for diluted earningper share
Effect of reallocating undistributed earnings of’ested
shareholder
Numerator for diluted earningper share
From continuing operatior
From discontinued operatio

Denominator
Denominator for basic earnings per share - weighted
average share
Effect of dilutive shares from stock options anstrieted
stock
Denominator for diluted earnings per share - adplist
weightec-average share
Basic earnings per common shali
Income from continuinioperations
Loss from discontinueoperations
Net income (loss
Diluted earnings per common shar
Income from continuinioperations
Loss from discontinueoperations

Net income (loss

Three Months Ended

Nine Months Ended

June 30, June 30,

2010 2009 2010 2009
$ 64,88: $ 68,02. $ 202,79( $ 325,57(
(101,599 (14,977 (129,52)) (23,519
(36,71%) 53,04+ 73,26, 302,05
99 (89) (18€) (492)
64,98: 67,93: 202,60: 325,07¢
(101,599 (14,97 (129,52)) (23,519
(36,616 52,95¢ 73,07¢ 301,56!
) 1 2 4
64,98( 67,93: 202,60: 325,08:
(101,599 (14,977 (129,529 (23,519
$ (36,61 $ 52,95¢ $ 73,081 $ 301,56
105,74 105,42! 105,67¢ 105,33(
1,701 1,27( 1,724 1,051
107,44 106,69! 107,40( 106,38:
$ 061 $ 064 $ 192 $ 3.0¢
(0.96) (0.14) (1.27) (0.22)
$ (0.35) $ 05C $ 0.6¢ $ 2.8¢
$ 061 $ 064 $ 1.8 % 3.0t
(0.95) (0.19) (1.21) (0.22)
$ (0.3) $ 0.5 $ 0.6¢ $ 2.8°

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

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

Three Months Ended Nine Months Ended
June 30, June 30,
2010 2009 2010 2009
Shares excluded from calculation of diluted earsin
per share 554 71€ 56¢ 1,21¢
Weightet-average price per she $ 38.01t $ 35.10¢ $ 38.01t $ 33.11(

4. Inventories
Inventories consist primarily of replacement partsl supplies held for use in our drilling operasion
5. Financial Instruments and Fair Value Measurement

The estimated fair value of our available-for-ssdeurities is primarily based on market quotes. foHewing is a summary of available-
for-sale securities, which excludes investmentsmited partnerships carried at cost and assetsihed Non-qualified Supplemental

Savings Plan:
Gross Gross Estimated
Unrealized Unrealized Fair
Cost Gains Losses Value
(in thousands)
Equity securities 06/30/1 $ 129,18. $ 128,51¢ $ — $ 257,70:
Equity securities 09/30/C $ 129,18. $ 210,64( $ — 8 339,82:

On an on-going basis, we evaluate the marketahligyespcurities to determine if any decline in faiarket below original cost is other-
than-temporary. If a decline in fair value is detared to be other-than-temporary, an impairmentgdné recorded and a new cost basis
established. We review several factors to determimether a loss is other-than-temporary. Thesefadhclude, but are not limited to,

(i) the length of time a security is in an unreatldoss position, (ii) the extent to which fairwalis less than cost, (iii) the financial
condition and near term prospects of the issuer (i) our intent and ability to hold the security a period of time sufficient to allow

for any anticipated recovery in fair value. Thetaafssecurities used in determining realized gaind losses is based on the average cost
basis of the security sold. We had no sales of etabite equity available-for-sale securities duthmgfirst nine months of fiscal 2010 and
20009.

Investments in limited partnerships carried at egste approximately $12.4 million at June 30, 28h6 September 30, 2009. The
estimated fair value of the limited partnerships49.8 million and $19.7 million at June 30, 2@b@ September 30, 2009, respectiy
The estimated fair value exceeded the cost of tnvests at June 30, 2010 and September 30, 200%susdich, the investments were not
impaired.

Assets held in the Non-qualified Supplemental SgiRlan are carried at fair market value whichléot&4.5 million at June 30, 2010
and $4.2 million at September 30, 2009, respegtivel

The majority of cash equivalents are investedxaltée and non-taxable money-market mutual funds. Grrying amount of cash and
cash equivalents approximates fair value due tshioet maturity of those investments.

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

During the second quarter of fiscal 2010, a $1216am bank certificate of deposit with an originalaturity greater than three months
matured. Interest earned is included in interedtdividend income on the Consolidated Condensei@tnts of Operations.

On October 1, 2009, we implemented the previousfered provisions of ASC 82B8air Value Measurements and Disclosurésr
nonfinancial assets and liabilities recorded atvalue, as required. Additionally, we adopted Agatiing Standards Update No. 2009-05,
Measuring Liabilities at Fair Valu¢ASU 200905), which provided amendments to ASC 820 for tievialue measurements of liabilit
when a quoted price in an active market is notlalsls. On December 15, 2009, we adopted the diseagquirements in ASU 2009-06,
Fair Value Measurements and Disclosures (Topic 8&@jroving Disclosures about Fair Value Measuremsemequiring that

information be provided about movements of assetsng Levels 1 and 2 of the three-tier fair valuer&ichy discussed below. The
adoption of these pronouncements had no impadtesetConsolidated Condensed Financial Statements.

ASC 820 defines fair value as the price that wdngldeceived to sell an asset or paid to transfiebdity in an orderly transaction
between market participants at the measurement\d&geaise the fair value hierarchy established i€A20-10 to measure fair value to
prioritize the inputs:

» Level 1 — Observable inputs that reflect quotedgsiin active markets for identical assets orlités in active markets.

* Level 2 — Inputs other than Level 1 that are obablw®, either directly or indirectly, such as quapeides for similar assets or
liabilities; quoted prices in markets that are active; or other inputs that are observable ortmanorroborated by observable
market data for substantially the full term of #esets or liabilities.

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

At June 30, 2010, our financial instruments utilizgi_evel 1 inputs include cash equivalents, egegtyurities with active markets, and
money market funds we have elected to classifesisicted assets that are included in other cuaesets and other assets. Also included
is cash denominated in a foreign currency we héaatad to classify as restricted that is includedurrent assets of discontinued
operations and limited to remaining liabilitiesdicontinued operations. For these items, quotegiumarket prices are readily
available.

At June 30, 2010, financial instruments utiliziegel 2 inputs include bank certificates of depwgituded in other current assets.

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

The following table summarizes our assets measatréair value on a recurring basis presented inGansolidated Condensed Balance
Sheet as of June 30, 2010:
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Quoted Prices
Total in Active Significant
Measure Markets for Other Significant
at Identical Observable Unobservable
Fair Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)

(in thousands)

Assets:
Cash and cash equivalel $ 77,71 3 77,71 3 — 3 —
Equity securitie: 257,70: 257,70: — —
Other current asse 20,98¢ 20,73¢ 25( —
Other asset 2,00( 2,00( — —
Total assets measurat fair value $ 358,40: $ 358,15: $ 25C $ —

The following information presents the supplemefaalvalue information about long-term fixed-ratebt at June 30, 2010 and
September 30, 2009:

June 30, September 30
2010 2009
(in thousands)

Carrying value of lon-term fixec-rate deb $ 350.C $ 350.(
Fair value of lon-term fixec-rate deb $ 371¢ % 380.¢

The fair value for fixed-rate debt was estimateidgisliscounted cash flows and interest rates ctlyréering offered on credits with
similar maturities and credit profiles. The outstimg line of credit and short-term debt bear intest market rates and the cost of
borrowings, if any, would approximate fair valudeldebt was valued using a level 2 input.

Comprehensive Income

Comprehensive income (loss), net of related inctares, is as follows (in thousands):

Three Months Ended Nine Months Ended
June 30, June 30,
2010 2009 2010 2009
Net Income (loss $ (36,71 $ 53,04 $ 73,267 $ 302,05°
Other comprehensive income (los

Unrealized depreciaticon securitie: (80,736 90,83: (82,127 54,58:
Income taxe: 30,27¢ (34,516 30,79¢ (20,74
(50,460 56,311 (51,32¢) 33,84(
Minimum pension liabilityadjustment: 53¢ — 1,60¢ —
Income taxe: (207) — (603) —
33t — 1,00t —
Total comprehensive income (los $ (86,840 $ 109,36: $ 22,94¢ % 335,89
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The components of accumulated other comprehensogarie, net of related income taxes, are as foll@wshousands):

June 30, September 30,
2010 2009
Unrealized appreciation on securit $ 79,27 % 130,59
Unrecognized actuarial loss and prior service (17,14) (18,14¢)
Accumulated other comprehensive incc $ 62,13 $ 112,45:

7. Derivative Financial Instruments

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

8. Cash Dividends

The $0.05 cash dividend declared March 3, 2010,pa#s June 1, 2010. On June 2, 2010, a cash didide$0.06 per share was decla
for shareholders of record on August 13, 2010, pley&eptember 1, 2010. The dividend payable iside in accounts payable in the
Consolidated Condensed Balance Sheet.

9. Stock-Based Compensation

We have one plan providing for common-stock baseards to employees and to non-employee Directdrs.plan permits the granting
of various types of awards including stock optiansl restricted stock. Restricted stock may be ghfttr no consideration other than
prior and future services. The purchase price paresfor stock options may not be less than th&etgrice of the underlying stock on
the date of grant. Stock options expire ten yefies the grant date.

Vesting requirements are determined by the HumaoiRees Committee of our Board of Directors. Remadhpuld refer to Note 5 of the
Consolidated Financial Statements in our AnnualdRepn Form 10-K for the fiscal year ended Septen30e 2009 for additional
information related to stock-based compensation.

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

On December 1, 2009, the plan was amended to mderdcontinued vesting (and accelerated vestirmanufeath) of restricted stock and
stock options effective upon a participant becom#tgement eligible. A participant meets the digéfam of retirement eligible if the
participant attains age 55 and has 15 or more y#amsntinuous service as a full-time employee. plae amendments apply
retroactively. As a result of the continued vesfimgvisions, we incurred additional compensatiost @b approximately $4.7 million for
the nine months ended June 30, 2010.
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(Unaudited)
A summary of compensation cost for stdzksed payment arrangements recognized in genetadministrative expense is as follows
thousands):
Three Months Ended Nine Months Ended
June 30, June 30,
2010 2009 2010 2009
Compensation expen
Stock options $ 1,93 $ 1,691 $ 9,521 % 5,20¢
Restricted stoc 1,01¢ 363 3,35¢ 1,081
$ 2,94¢ $ 2,05¢ $ 12,87¢ $ 6,292

STOCK OPTIONS

The following summarizes the weighted-average apsioms utilized in determining the fair value oftimms granted during the nine
months ended June 30, 2010 and 2009:

2010 2009
Risk-free interest rat 2.3% 1.7%
Expected stock volatilit 49.% 43.4%
Dividend yield .5% .9%
Expected term (in year 5.8 5.8

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 volatility is based on the daily closprigze of our stock based upon historical expegener a
period which approximates the expected term obtiten.

Dividend Yield. The expected dividend yield is based on our ctmévidend yield.

Expected Term.The expected term of the options granted reptedka period of time that they are expected tolistanding. We
estimate the expected term of options granted basénilstorical experience with grants and exercises

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

Three Months Ended June 30, 2010

Weighted-
Weighted- Average Aggregate
Average Remaining Intrinsic
Shares Exercise Contractual Value

Options (in thousands) Price Term (in millions)
Outstanding at April 1, 201 574t $ 22.5¢
Granted — —
Exercisec (163 13.4(
Forfeited/Expirec (2) 38.0-
Outstanding at June 30, 20 558 $ 22.8¢ 5.6 §$ 76.2
Vested and expected to viat June 30, 201 550 $ 22.7¢ 5 $ 75.€
Exercisable at June 30, 20 3,89% % 19.6¢ 44 65.€
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(Unaudited)
Nine Months Ended
June 30, 201(
Weighted-
Average
Shares Exercise
Options (in thousands) Price
Outstanding at October 1, 20 5401 $ 20.5¢
Granted 57C 38.02
Exercisec (389 13.41
Forfeited/Expirec 2 38.0:2
Outstanding at June 30, 20 5580 $ 22.8¢

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

The total intrinsic value of options exercised dgrthe three and nine months ended June 30, 204&4va million and $11.2 million,
respectively.

As of June 30, 2010, the unrecognized compensatistirelated to the stock options was $11.9 millidhat cost is expected to be
recognized over a weighted-average period of 2a8sye

RESTRICTED STOCK

Restricted stock grants consist of our common stmzkare time vested over three to five years. amsation expense is recognized on
a straight-line basis over the vesting period. fEevalue of restricted stock awards is determibased on the closing trading price of
our shares on the grant date.

A summary of the status of the Company’s restristedk awards as of June 30, 2010 and changeggdhemine months then ended is
presented below:

Nine Months Ended
June 30, 2010

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

As of June 30, 2010, there was $5.8 million ofltataecognized compensation cost related to résttistock granted under the Plan.
That cost is expected to be recognized over a wedgaverage period of 2.0 years.
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10. Debt

At June 30, 2010 and September 30, 2009, we haltbeiing unsecured long-term debt outstandingtiiousands):

June 30, September 30
2010 2009

Unsecured intermediate debt issiAugust 15, 2002

Series C, due August 15, 2012, 6.4 $ 75,00 $ 75,00(

Series D, due August 15, 2014, 6.5 75,00( 75,00(
Unsecured senior notes isstJuly 21, 2009

Due July 21, 2012, 6.10' 40,00( 40,00(

Due July 21, 2013, 6.10' 40,00( 40,00(

Due July 21, 2014, 6.10' 40,00( 40,00(

Due July 21, 2015, 6.10' 40,00( 40,00(

Due July 21, 2016, 6.10' 40,00( 40,00(
Unsecured senior credit facility dDecember 18, 2011, .7(-.71% 40,00( 70,00(

$ 390,00 $ 420,00(
Less loni-term debt due within one ye — —
Long-term debi $ 390,000 $ 420,00(

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

We have $200 million senior unsecured fixed-rateeathat mature over a period from July 2012 tg 201L6. Interest on the notes will
be paid semi-annually based on an annual ratel6ffiercent. We will make five equal annual priatigpayments of $40 million
starting on July 21, 2012. Financial covenantsiirequs to maintain a funded leverage ratio of thas 55 percent and an interest
coverage ratio (as defined) of not less than 250Q0. The note purchase agreement also corgddisonal terms, conditions, and
restrictions that we believe are usual and custghmannsecured debt arrangements for companiesatbkatimilar in size and credit
quality.

We have an agreement with a midéink syndicate for a $400 million senior unsecuredlit facility maturing December 2011. While
have the option to borrow at the prime rate forurities of less than 30 days, we anticipate that

the majority of all of the borrowings over the lif&the facility will accrue interest at a spreagothe London Interbank Bank Offered
Rate (LIBOR). We pay a commitment fee based onuthesed balance of the facility. The spread oVBAR as well as the commitme
fee is determined according to a scale based aticaaf our total debt to total capitalization. ErThIBOR spread ranges from .30 percent
to .45 percent over LIBOR depending on the ratidsJune 30, 2010, the LIBOR spread on borrowings v85 percent and the
commitment fee was .075 percent per annum. At 30n2010, we had two letters of credit totalind $2million under the facility and
had $40 million borrowed against the facility wi838.1 million available to borrow. The advancesehiaterest at an average rate of .70
percent at June 30, 2010. Subsequent to Juné30, &e reduced the debt by a net $10 million amdeatly have $348.1 million
available to borrow.
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Financial covenants in the facility require we ntain a funded leverage ratio (as defined) of laas t50 percent and an interest coverage
ratio (as defined) of not less than 3.00 to 1.08e facility contains additional terms, conditioagd restrictions that we believe are usual
and customary in unsecured debt arrangements fopaoies that are similar in size and credit qualay June 30, 2010, we were in
compliance with all debt covenants.

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

Income Taxes

Our effective tax rate from continuing operatioasthe first nine months of fiscal 2010 and 200%84.1 percent and 38.3 percent,
respectively. The Company’s effective tax raterfroontinuing operations for the three months enlilee 30, 2010 and 2009 was 40.3
percent and 34.2 percent, respectively. The éffecate differs from the U.S. federal statutorieraf 35.0 percent primarily due to state
and foreign taxes.

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

Commitments and Contingencies

In conjunction with our current drilling rig conatition program, purchase commitments for equipnarts and supplies of
approximately $46.9 million are outstanding at J86e2010.

A lawsuit has been filed against us by a formetamsr for whom we performed drilling services wiithe rigs under term drilling
contracts. The suit alleges, among other thirgg,we failed to perform drilling operations in amtance with good oilfield practice,
breached express performance warranties, and nestd@ncfraudulent representations regarding dgliierformance. As a consequence,
Plaintiff has prayed for actual and punitive dangag@/e have and will continue to vigorously deféimid lawsuit. The outcome of this
case remains uncertain and a loss estimate caanmoabe. If we are unsuccessful in this litigatibien the amount of damages awarded
could have a material adverse effect on our firdremndition and results of operations. This deebeen set for trial in late

August 2010.

Various other legal actions, the majority of whalse in the ordinary course of business, are pgndiWe maintain insurance against
certain business risks subject to certain dedwstibNone of these legal actions are expectedv® aianaterial adverse effect on our
financial condition, cash flows or results of opinas.

We are contingently liable to sureties in respédiamds issued by the sureties in connection wéttiain commitments entered into by us
in the normal course of business. We have ageeewiemnify the sureties for any payments madehbyntin respect of such bonds.
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During the ordinary course of our business, comtirgies arise resulting from an existing condit&ityation, or set of circumstances
involving an uncertainty as to the realization gfassible gain contingency. We account for gaintiogencies in accordance with the
provisions of ASC 450Contingencies and, therefore, we do not record gain contingenand recognize income until realized. As
discussed in Note 2, Discontinued Operations, ptg@ad equipment of our Venezuelan subsidiary seased by the Venezuelan
government on June 30, 2010. We are currentlyuetialg various remedies, including any recoursenag have against PDVSA or
related parties, any remuneration or reimburseitiettwe might collect from PDVSA or related partiasd any other sources of
recovery for our losses. While there exists thesfiulity of realizing a recovery, we are currenilyable to determine the timing or
amounts we may receive, if any, or the likelihoédezovery. No gain contingencies are recognirealir Consolidated Condensed
Financial Statements.

Segment Information

We operate principally in the contract drilling iredry. Our contract drilling business includes fibllowing reportable operating
segments: U.S. Land, Offshore, and InternationaldLaThe contract drilling operations consist maiil contracting Company-owned
drilling equipment primarily to large oil and gagpéoration companies. Our primary internationaaar of operation include Colombia,
Ecuador, Argentina, Mexico, Tunisia and other Sautierican countries. The International Land operaihave similar services, have
similar types of customers, operate in a consistertner and have similar economic and regulatoayacteristics. Therefore, we have
aggregated our International Land operations im® reportable segment. Our Venezuelan operatibitivwvas historically an operating
segment within the International Land Segment, eéiasontinued in the third quarter of fiscal 20XDonsequently, its operating results
are excluded from the segment data tables belowalifperiods presented. Each reportable segmenstisategic business unit which is
managed separately. Other includes non-reportgd@eating segments.

We evaluate segment performance based on incolosofrom operations (segment operating incomejrbahcome taxes which
includes:

. revenues from external and internal customers
e direct operating costs

e depreciation and

» allocated general and administrative costs

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

General and administrative costs are allocatelaségments based primarily on specific identificaand, to the extent that such
identification is not practical, on other methodsieth we believe to be a reasonable reflection efufilization of services provided.

Segment operating income is a non-GAAP financisdsnee of our performance, as it excludes genechhdministrative expenses,
corporate depreciation, income from asset sale®trat corporate income and expense. We conséggnent operating income to be an
important supplemental measure of operating perdioca by presenting trends in our core businessaksuse this measure to facilitate
period-to-period comparisons in operating perforogaof our reportable segments in the aggregatdifynating items that affect
comparability between periods.
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We believe that segment operating income is usefuivestors because it provides a means to eathatoperating performance of the
segments on an ongoing basis using criteria tieatised by our internal decision makers. Additilynat highlights operating trends and
aids analytical comparisons. However, segmentatipgrincome has limitations and should not be @sedn alternative to operating
income or loss, a performance measure determinadcordance with GAAP, as it excludes certain cthetsmay affect our operating

performance in future periods.

Summarized financial information of our reportabégments for the nine months ended June 30, 268®G09, is shown in the

following tables:

Segment
External Inter- Total Operating
(in thousands) Sales Segment Sales Income (Loss)
June 30, 201(
Contract Drilling:
U.S. Land $ 976,49 $ — 976,49 $ 285,38
Offshore 153,18t — 153,18t 39,96:
International Lanc 177,37 — 177,37 32,78t
1,307,06! — 1,307,06! 358,13:
Other 9,14¢ (612) 8,53: (5,020
1,316,20! (612 1,315,59. 353,11.
Eliminations — 612 612 —
Total $ 1,316,200 $ — 1,316,200 $ 353,11.
Segment
External Inter - Total Operating
(in thousands) Sales Segment Sales Income (Loss)
June 30, 200¢
Contract Drilling:
U.S. Land $ 1,172,07t $ — 1,172,07t $ 483,57
Offshore 157,42- — 157,42- 43,27(
International Lanc 147 ,94( — 147,94( 20,46¢
1,477 441 — 1,477,44/ 547,30
Other 8,024 63C 8,657 (4,65€)
1,485,46. 63C 1,486,009 542,65:
Eliminations — (630) (630) —
Total $ 1,485,46. $ — 1,485,46. $ 542,65:

Summarized financial information of our reportabégments for the three months ended June 30, 2882009, is shown in the

following tables:

Segment
External Inter- Total Operating
(in thousands) Sales Segment Sales Income(Loss)
June 30, 201(
Contract Drilling:
U.S. Land $ 366,98¢ $ — 366,98¢ $ 103,13t
Offshore 53,13! — 53,13! 11,23
International Lanc 60,04¢ — 60,04t 9,89
480,16" — 480,16! 124,26
Other 3,21¢ (202) 3,01 (1,802)
483,38 (202) 483,18: 122,45¢
Eliminations — 20z 20z —
Total $ 483,38: $ — $ 483,38: $ 122,45¢
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Segment
External Inter - Total Operating
(in thousands) Sales Segment Sales Income(Loss)
June 30, 2009
Contract Drilling:
U.S. Land $ 282,35¢ $ — $ 282,35¢ $ 96,59:
Offshore 55,60¢ — 55,60¢ 12,72
International Lanc 43,88: — 43,88: 6,492
381,84! — 381,84! 115,80¢
Other 2,51 18¢ 2,70% (2,304
384,35¢ 18¢ 384,54 113,50«
Eliminations — (189) (189) —
Total $ 384,35¢ $ — $ 384,35¢ $ 113,50«

The following table reconciles segment operatir@pme per the table above to income from continoigrations before income taxes
and equity in income of affiliate as reported oa @onsolidated Condensed Statements of Operations.

Three Months Ended Nine Months Ended
June 30, June 30,
2010 2009 2010 2009
(in thousands)
Segment operating incon $ 122,45¢ $ 113,50: $ 353,11: $ 542,65:
Gain from involuntary conversicof long-lived asset: — 264 — 541
Income from asset sal 2,24¢ 1,741 4,24t 4,70¢
Corporate general and administrative costs and
corporate depreciatic (13,239 (9,359 (38,799 (29,47%)
Operating incom: 111,47- 106,15! 318,56 518,42(
Other income (expense
Interest and dividend incon 94C 19¢ 1,53¢ 2,36z
Interest expens (3,96)) (2,899 (12,699 (9,147
Other 21t (49) 252 51
Total other income (expens (2,80¢6) (2,749 (10,909) (6,734
Income from continuing operations before income
taxes and equity in income of affilis $ 108,66¢ $ 103,41 $ 307,66( $ 511,68t
June 30, September 30
2010 2009

(in thousands)
Total Assets

U.S. Land $ 3,088,38 % 2,955,57.
Offshore 161,69¢ 129,46!
International Lanc 392,23: 391,09¢
Other 32,03 31,34¢
3,674,35! 3,507,48.

Investments and CorporeOperations 389,79 501,00(
Total assets frorcontinued operatior 4,064,14 4,008,48
Discontinued operatior 9,507 152,54(

$ 4,073,65 $ 4,161,02
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The following table presents revenues from extecmatomers by country based on the location ofisemrovided.

Three Months Ended Nine Months Ended
June 30, June 30,
2010 2009 2010 2009
(in thousands)

Operating revenue

United State: $ 408,08: $ 330,94 $ 1,095,84 $ 1,306,61!
Colombia 13,07¢ 17,59¢ 43,03( 60,64¢
Ecuadol 13,08: 12,40: 39,06¢ 39,17+
Argentina 14,68: 7,43¢ 41,40: 33,22¢
Other Foreigr 34,45¢ 15,98« 96,86 45,79

Total $ 483,38 $ 384,35¢ $ 1,316,200 $ 1,485,46.

14. Pensions and Other Post-retirement Benefits
The following provides information at June 30, 2@@ 2009 related to the Company-sponsored dondesiined benefit pension plan.

Components of Net Periodic Benefit Cost

Three Months Ended Nine Months Ended
June 30, June 30,
2010 2009 2010 2009
(in thousands)

Interest Cos $ 1,192 $ 1,217 $ 358 $ 3,651
Expected return on plan ass (1,107 (1,147 (3,32)) (3,447
Recognized net actuarial la 53€ — 1,60¢ —
Net pension expen: $ 62: $ 70 $ 1,86¢ $ 21C

Employer Contributions

We contributed $3.4 million to the Pension Planimyithe nine months ended June 30, 2010 to furtdlmiions. We estimate additior
contributions for the remainder of fiscal 2010 viaéé made only if needed to fund unexpected digiohs.

Foreign Plan

We maintain an unfunded pension plan in one ofriternational subsidiaries. Pension expense waapnately $40,000 and $113,0
for the three months ended June 30, 2010 and 2888ectively. Pension expense was approximaté@ $80 and $293,000 for the ni
months ended June 30, 2010 and 2009, respectively.

15. Risk Factors

International operations are subject to certaiitipal, economic and other uncertainties not entengd in U.S. operations, including
increased risks of terrorism, kidnapping of empksjeexpropriation of equipment as well as expraiprieof a particular oil company
operator’s property and drilling rights, taxatioolipies, foreign exchange restrictions, currendg fauctuations and general hazards
associated with foreign sovereignty over certagaarn which operations are conducted. There camo lssurance that there will not be
changes in local laws, regulations and administeatequirements or the interpretation thereof witichld have a material adverse effect
on the profitability of our operations or on ouild to continue operations in certain areas.
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16. Recently Issued Accounting Standards

ASC 715-20-65Transition related to SFAS 132R-1, Employers’ isates about Postretirement Benefit Plan Assess issued by t
Financial Accounting Standards Board (“FASB”) ind@enber 2008. The new guidance requires employgustdic and nonpublic
companies to disclose more information about havestment allocation decisions are made, more irdtion about major categories of
assets, including concentration of risk and faitganeasurements, and the fair-value techniquesngutis used to measure plan assets.
The disclosure requirements are effective for ahfinancial statements for years ending after Deoeni5, 2009. The disclosure
requirements will be adopted for our annual finahstatements for the year ended September 30, 2018 prospective basis. We do
not expect the adoption to have a material impadhe Consolidated Financial Statements.

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

In February 2010, the FASB issued ASU No. 2010Sifhsequent Events (Topic 855) — Amendments toilCBeaognition and
Disclosure Requiremen($ASU 2010-09"). ASU 2010-09 reiterates that anCSfiter is required to evaluate subsequent evdmtaugh
the date that the financial statements are issnédemoves the requirement for an SEC filer toldgethe date through which
subsequent events have been evaluated. The umlatizthce was effective upon issuance and was eddptus in the second quarter
of fiscal 2010.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIMNCIAL CONDITION
AND RESULTS OF OPERATIONS
June 30, 2010

RISK FACTORS AND FORWARD -LOOKING STATEMENTS

The following discussion should be read in conjiorctvith the Consolidated Condensed Financial Statés and related notes included
elsewhere herein and the Consolidated Financié®ents and notes thereto included in our 2008@uAhReport on Form 10-K. Our future
operating results may be affected by various tremifactors which are beyond our control. Theski@e, among other factors, fluctuations
in natural gas and crude oil prices, early terniamadf drilling contracts, forfeiture of early temation payments under fixed term contracts
due to sustained unacceptable performance, unsiatesllection of receivables, inability to proeukey rig components, failure to timely
deliver rigs within applicable grace periods, digion to or cessation of the business of our lichgeurce vendors or fabricators, currency
exchange losses, deterioration of credit markésnges in general economic and political conditiadserse weather conditions including
hurricanes, rapid or unexpected changes in techiespand uncertain business conditions that affecbusinesses. Accordingly, past results
and trends should not be used by investors toipate future results or trends. Our risk factaoesraore fully described in our 2009 Annual
Report on Form 10-K and elsewhere in this Form 10-Q

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

RESULTS OF OPERATIONS

Three Months Ended June 30 , 2010 vs. Three Monti&nded June 30 , 2009

We reported income from continuing operations af.96nillion ($0.61 per diluted share) from opergtievenues of $483.4 million for the
third quarter ended June 30, 2010, compared withnie from continuing operations of $68.0 millio®.@4 per diluted share) from operating
revenues of $384.4 million for the third quartefis€al year 2009. In both comparative periodshad a loss from discontinued operation
$101.6 million ($0.95 loss per diluted share) ah8.® million ($0.14 loss per diluted share), resipety. Including discontinued operations,
we recorded a net loss of $36.7 million ($0.34 lessdiluted share) for the third quarter endedce &M 2010, compared with net income of
$53.0 million ($0.50 per diluted share) for thedhguarter ended June 30, 2009. Income from coatiroperations for the third quarter of
fiscal 2010 includes approximately $1.5 million ($D per diluted share) of after-tax gains fromghke of assets. Income from continued
operations for the third quarter of fiscal 2009inies approximately $1.1 million ($0.01 per dilustthre) of after-tax gains from the sale of
assets.

DISCONTINUED OPERATIONS

On June 30, 2010, the Official Gazette of Venezpelaished the Decree of Venezuelan President Hilgorez, which authorized the
“forceful acquisition” of eleven rigs owned by odenezuelan subsidiary. The Decree also authotteedeizure of “all the personal and real
property and other improvements” used by our Veakrusubsidiary in its drilling operations. Thezésj of our assets became effective
June 30, 2010 and meets the criteria establistra@dognition as discontinued operations under @auitog standards for presentation
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of financial statements. Therefore, as of June&28@0, operations from the Venezuelan subsidiangperating segment within the
International Land Segment, have been classifiatiszontinued operations in our Consolidated Cosddrfinancial Statements. All
historical statements have been reclassified téoconto this presentation.

Our revenue in Venezuela was from providing drjjlservices to Petroleos de Venezuela, S.A. (PDV8®)Venezuelan state-owned
petroleum company. We determined, as of the baggnof the second quarter of fiscal 2009 and fodyénat the revenue recognition criteria
in Venezuela was no longer met as collectabilityeaenue was not reasonably assured, primarilyt@tiee uncertainty of the timing of
collectability. However, up until the time of teeizing of our assets, we continued to receive paysifrom PDVSA and were in discussions
with PDVSA officials regarding payments and thegibiity of contract negotiations to put our rigadi to work.

As a result of the seizing of our assets in thedtuarter of fiscal 2010, we have derecognizeduamnezuela property and equipment, $65.0
million, and warehouse inventory, $5.1 million,ukig in a loss of approximately $70.1 million.céounts receivable, payables and other
deferred charges and credits, netting to approxin&®10.7 million, were also written off because tklated future cash inflows and outflows
associated with them are no longer expected toroé¢wune 30, 2010, we had approximately $31.3aonil(U.S. currency equivalent) cash
balances in Venezuela. We have, since July 228,2€41 an outstanding application with the Venemuglovernment requesting approval to
convert bolivar fuerte (Bsf) cash balances to ddlars. If approval is ever received, our Vendaneubsidiary would remit approximately
$14.2 million as a dividend to its U.S. based par@ecause of the seizure of our assets by thex(ezlan government and our inability to
obtain approval of the dividend, we also impairpgraximately $21.8 million cash as of June 30, 2016 remaining cash was classified as
restricted cash, a current asset from discontimpedations, to meet remaining current obligations.

We are currently evaluating various remedies, iiclg any recourse we may have against PDVSA ote@lparties, any remuneration or
reimbursement that we might collect from PDVSAaated parties, and any other sources of recowergur losses. While there exists the
possibility of realizing a recovery, we are curfgninable to determine the timing or amounts we memgive, if any, or the likelihood of
recovery. No gain contingencies are recognizeduimGondensed Consolidated Financial Statements.

On January 8, 2010, the Venezuelan government aledrdtis currency. The official exchange rate wasatlied from 2.15 Bsf to each U.S.
dollar to 4.30 Bsf. As a result of the devaluatime recorded an exchange loss of approximately7&i@lion during the second quarter of
fiscal 2010. The devaluation is included in digtwred operations.

Summarized operating results from discontinued atpes are as follows:

Three Months Ended Nine Months Ended
June 30, June 30,
2010 2009 2010 2009
Revenue $ 6,787 $ 3,40¢ $ 13,53 $ 46,357
Loss before income tax (101,549 (13,717 (127,160 (18,457
Income tax expens (50) (1,260 (2,36%9) (5,067)
Loss from discontinued operatio $ (101,59) $ (1497) $ (129,52) $ (23,519
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Significant categories of assets and liabilitiesrfrdiscontinued operations are as follows:

June 30, September 30,
2010 2009
Cash and cash equivalel $ — % 45,34«
Accounts receivabl — 12,84:
Other current asse 9,507 22,72
Total current asse 9,507 80,90¢
Property, plant and equipment, | — 71,63¢
Total asset $ 9,507 $ 152,541
Total current liabilities $ 7,68¢ $ 16,98:
Total noncurrent liabilitie: 1,81¢ 10,20¢
Total liabilities $ 9,507 § 27,18¢

Liabilities consist of municipal and income taxeg/able and social obligations due within the counfrVenezuela.

The following tables summarize operations by busdsreegment for the three months ended June 30,820@12009. Operating statistics
in the tables exclude the effects of offshore plaitf and international management contracts, amibtoclude reimbursements of “out-
of-pocket” expenses in revenue, expense and mpagiday calculations. Per day calculations fogrimational operations also exclude
gains and losses from translation of foreign cwyemansactions. Segment operating income is destin detail in Note 13 to the
Consolidated Condensed Financial Statements.

Three Months Ended June 30
2010 2009
(in thousands, except days and per day amount

U.S. LAND OPERATIONS

Revenue: $ 366,98¢ $ 282,35(
Direct operating expens: 206,70 133,04:
General and administrative expel 5,45¢ 4,13:
Depreciatior 51,68¢ 48,59:
Segment operating incon $ 103,13¢ $ 96,59
Revenue day 14,37 9,30z
Average rig revenue per d $ 23,69 $ 28,32t
Average rig expense per d $ 12,53¢ $ 12,27:
Average rig margin per de $ 11,15 $ 16,05:
Rig utilization 76% 51%

U.S. Land segment operating income increased t8.%1Million for the third quarter of fiscal 2010ropared to $96.6 million in the sar
period of fiscal 2009. Revenues were $367.0 nnilhod $282.4 million in the third quarter of fis@4l10 and 2009, respectively.
Included in U.S. land revenues for the three moattded June 30, 2010 and 2009 are reimbursemeritauteof-pocket” expenses of
$26.5 million and $18.9 million, respectively. Alswluded in U.S. land revenues for the third geraof fiscal 2010 and 2009 is
approximately $9.9 million and $40.9 million, respieely, attributable to early termination relateyenue and customer requested
delivery delay revenue for new FlexRigs® (hereieafflexRig”).
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The average revenue per day for the third quaftBsaal 2010 compared to the third quarter ofdis2009 decreased $4,635 of which
$3,711 is from a decrease in early terminatiorteelaevenue and customer requested delivery delsnue for the new FlexRigs in the
comparable quarters. The remaining decrease ¢f B8R result of lower average dayrates in thelthurarter of fiscal 2010 compared to
the third quarter of fiscal 2009.

U.S. land rig utilization increased to 76 percamtthe third quarter of fiscal 2010 compared tq®&icent for the third quarter of fiscal
2009. U.S. land rig activity days for the thirdagier of fiscal 2010 were 14,374 compared with 9,80 the same period of fiscal 2009,
with an average of 158.0 and 102.2 rigs workingrduthe third quarter of fiscal 2010 and 2009, extively. The increase in rig days
and average rigs working is attributable to the.Wahd experiencing some recovery in the third tpraof fiscal 2010 compared to rigs
becoming idle in the third quarter of fiscal 2009.

During fiscal 2009, the economic recession, inalgdhe decrease in oil and gas prices and detédora the credit markets, had an
effect on customer spending. As a result, thestglis active land drilling rig count in the U.%&nd market declined by over fifty percent
from the fall of 2008 to the summer of 2009. Sidoee 2009, the industry’s U.S. land rig countliean experiencing a steady recovery,
but the rig count still remains about 25 percembwehe peak level reported during the fall of 2008 June 30, 2010, 170 out of 215
existing rigs in the U.S. Land segment were geireggaevenue. Of the 170 rigs generating reveni®,viere under fixed term contracts
which included four new build rigs on customer resfed delivery delays, and 54 were working in fhat snarket. At July 31, 2010, the
number of existing rigs under fixed term contrantthe segment increased to 121 rigs under terrtracts, which includes two new bu
rigs on customer requested delivery delays, andingber of rigs working in the spot market increbe57. Delayed FlexRigs do not
generate revenue days and are not consideredfipoges of calculating and reporting rig utilizatiates.

Three Months Ended June 30
2010 2009
(in thousands, except days and per day amount

OFFSHORE OPERATIONS

Revenue: $ 53,13 $ 55,60¢
Direct operating expens: 37,38: 38,85¢
General and administrative expel 1,32¢ 1,004
Depreciatior 3,18¢ 3,02¢
Segment operating incon $ 11,23. % 12,72
Revenue day 63€ 763
Average rig revenue per d. $ 46,13¢ $ 45,53
Average rig expense per d $ 25,35¢ % 26,97¢
Average rig margin per de $ 20,78: $ 18,55¢
Rig utilization 78% 93%

Offshore revenues include reimbursements for “dygeaxket” expenses of $13.8 million and $13.4 raiilifor the three months ended
June 30, 2010 and 2009, respectively.

We estimate that segment operating income forttteetmonths ended June 30, 2010, was negativelcireg by approximately 3
percent due to lower standby rates received asult iif the government imposed deepwater drillingratorium.
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At June 30, 2010, seven of our nine platform riggenactive. One of the idle rigs is expected @irbe/orking late in the first quarter of
fiscal 2011. A rig currently working is expectediiecome idle during the fourth quarter of fisd@l@. The contract for the rig currently
located offshore Trinidad is expected to be onditginin the fourth quarter of fiscal 2010 and thtartshack to work during the second
fiscal quarter of 2011.

Three Months Ended June 30,
2010 2009
(in thousands, except days and per day amounts)

INTERNATIONAL LAND OPERATIONS

Revenue: $ 60,04: $ 43,88:
Direct operating expens: 41,11 32,05:
General and administrative expel 771 502
Depreciatior 8,26¢ 4,83
Segment operating incon $ 9,89: $ 6,49:
Revenue day 1,881 1,121
Average rig revenue per d. $ 30,66¢ $ 36,51¢
Average rig expense per d $ 20,470 $ 24,09¢
Average rig margin per de $ 10,19: $ 12,42:
Rig utilization 76% 69%

International land segment operating income forttirel quarter of fiscal 2010 was $9.9 million, qoaned to operating income of $6.5
million in the same period of fiscal 2009. Rigliaition for international land operations was #&qent for the third quarter of fiscal
2010, compared with 69 percent for the third quartdiscal 2009. During the current quarter, asrage of 20.4 rigs worked compared
to an average of 12.2 rigs in the third quartefisafal 2009.

Revenues in the third quarter of fiscal 2010 inseebby $16.2 million compared to the third quasteiscal 2009, primarily the result of
additional rigs working in the segment during thied quarter of fiscal 2010 compared to the thivéudger of fiscal 2009. The average
revenue per day decreased in the third quarte®@D® 2ompared to the third quarter of 2009, primgatile to early termination revenue
recognized in 2009. Included in international laedenues for the three months ended June 30, &0d.@009 are reimbursements for
“out-of-pocket” expenses of $2.4 million and $2.8lion, respectively.

Depreciation expense increased due to rigs traimgfeto the International Land segment in latedls2009 and the addition of new
FlexRigs during fiscal 2009 and 2010.

RESEARCH AND DEVELOPMENT

For the three months ended June 30, 2010 and 2@0@&curred $3.3 million and $2.8 million, respeety, of research and development
expenses related to ongoing development of a retagrable system.

OTHER

General and administrative expenses increasedd $2illion in the third quarter of fiscal 2010 fmo$14.2 million in the third quarter of
fiscal 2009. The $5.9 million increase is primadue to increases in employee salaries and barmigals of $3.2 million, additional
stock-based compensation expense of $0.9 milliohaaiditional pension expense in fiscal 2010 of $0ilGon.

Income tax expense increased to $43.8 million éntkiird quarter of fiscal 2010 from $35.4 milliamthe third quarter of fiscal 2009, w
the effective tax rate from continuing operatiomsréasing to 40.3 percent from 34.2 percent fotwltecomparable quarters.
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Interest expense was $4.0 million and $2.9 miliimthe third quarter of fiscal 2010 and 2009, resipely. Capitalized interest, all
attributable to our rig construction, was $1.6 oillfor both comparable quarters. Interest expbesere capitalized interest increased
$1.1 million during the third quarter of fiscal ZD&ompared to the third quarter of fiscal 2009 ariity due to additional borrowings
under a fixed-rate credit facility obtained in J@09.

Nine Months Ended June 30, 2010 vs. Nine Months Erd June 30, 2009

We reported income from continuing operations diZg million ($1.89 per diluted share) from opergtrevenues of $1.3 billion for the
nine months ended June 30, 2010, compared withmadoom continuing operations of $325.6 million (#3 per diluted share) from
operating revenues of $1.5 billion for the firsh@imonths of fiscal year 2009. In both compargpegods, we had a loss from
discontinued operations of $129.5 million ($1.2&8d@er diluted share) and $23.5 million ($0.22 jwesdiluted share), respectively.
Including discontinued operations, we recordedmeime of $73.3 million ($0.68 per diluted shara) the nine months ended June 30,
2010, compared with net income of $302.1 millioB.88 per diluted share) for the nine months endeeé 30, 2009. Included in income
from continuing operations are after-tax gains fithe sale of assets of approximately $2.8 milli®0.Q3 per diluted share) for the nine
months ended June 30, 2010, compared to approXin®e3 million ($0.03 per diluted share) for the@nmonths ended June 30, 2009.
Also included in income from continuing operatidasfiscal 2009 is approximately $0.3 million oftef-tax gains from involuntary
conversion of long-lived assets associated wittrigane Katrina losses.

The following tables summarize operations by bussreegment for the nine months ended June 30,&@12009. Operating statistict
the tables exclude the effects of offshore platfamd international management contracts, and dinaoletde reimbursements of “out-of-
pocket”expenses in revenue, expense and margin per daylatadns. Per day calculations for internatiomaérations also exclude ga
and losses from translation of foreign currencypdetions. Segment operating income is describdétail in Note 13 to the
Consolidated Condensed Financial Statements.

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

U.S. LAND OPERATIONS

Revenue: $ 976,49 $ 1,172,071
Direct operating expens: 521,48t 538,38
General and administrative expel 18,19: 12,83
Depreciatior 151,43: 137,29:
Segment operating incon $ 285,38 $ 483,57:
Revenue day 38,74¢ 38,15:
Average rig revenue per d $ 23,70¢ $ 28,79
Average rig expense per d $ 11,96 $ 12,18:
Average rig margin per de $ 11,74 $ 16,60¢
Rig utilization 69% 72%

U.S. Land segment operating income in the firsemmonths of fiscal 2010 decreased to $285.4 mifiiom $483.6 million in the first
nine months of fiscal 2009. Revenues were $97@l®min the first nine months of fiscal 2010, cpared with $1.2 billion in the same
period of fiscal 2009. Included in U.S. land revestor the nine months ended June 30, 2010 and &@0®imbursements for “out-of-
pocket” expenses of $57.8 million and $73.6 millicespectively. Also included in U.S. land revenfardiscal 2010 and 2009 is
approximately $35.9 million and $140.9 million, pestively, attributable to early termination rethtevenue and customer requested
delivery delay revenue for new FlexRigs.
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The average revenue per day for the nine monthsdeduhe 30, 2010 compared to the nine months ehdawd30, 2009 decreased $5,083 of
which $2,765 is from a decrease in early termimat&ated revenue and customer requested delivday devenue for the new FlexRigs in
the comparable quarters. The remaining decrea$2,818 is a result of lower average dayratesaérfitBt nine months of fiscal 2010
compared to the same period of fiscal 2009.

U.S. land rig utilization decreased to 69 percentlie nine months ended June 30, 2010 comparé2 percent for the same period of fiscal
2009. U.S. land rig activity days for the firshaimonths of fiscal 2010 were 38,748 compared 88153 for the same period of fiscal 2009,
with an average of 141.9 and 139.8 rigs workingrduthe first nine months of fiscal 2010 and 20@3pectively. The increase in rig days
and average rigs working is attributable to thenset experiencing some recovery, primarily in taeanid and third quarters of fiscal 2010
compared to rigs becoming idle in fiscal 2009.

During fiscal 2009, the economic recession, inalgdhe decrease in oil and gas prices and detédora the credit markets, had an effect
customer spending. As a result, the industry’sradaind drilling rig count in the U.S. land marldstclined by over fifty percent from the fall
of 2008 to the summer of 2009. Since June 20@9inthustry’s U.S. land rig count has been expenena steady recovery, but the rig count
still remains about 25 percent below the peak lexgorted during the fall of 2008. At June 30, @0170 out of 215 existing rigs in the U.S.
Land segment were generating revenue. Of theitjg@enerating revenue, 116 were under fixed temtracts which included four new
build rigs on customer requested delivery delagd, &4 were working in the spot market. At July 3210, the number of existing rigs under
fixed term contracts in the segment increased forigd under term contracts, which includes two tenld rigs on customer requested
delivery delays, and the number of rigs workinghie spot market increased to 57. Delayed FlexBigsot generate revenue days and ar
considered for purposes of calculating and repgntig utilization rates.

Nine Months Ended June 30
2010 2009
(in thousands, except days and per day amount

OFFSHORE OPERATIONS

Revenue: $ 153,18t $ 157,42:
Direct operating expens: 99,65¢ 102,01¢
General and administrative expel 4,43 3,12(
Depreciatior 9,13: 9,01°f
Segment operating incon $ 39,96 $ 43,27(
Revenue day 1,99¢ 2,29¢
Average rig revenue per d. $ 49,21¢ $ 48,99
Average rig expense per d $ 26,24( % 27,51¢
Average rig margin per de $ 22,97¢ % 21,47¢
Rig utilization 81% 93%

Offshore revenues include reimbursements for “digeaxket” expenses of $26.4 million and $25.6 million for thee months ended June !
2010 and 2009, respectively.

At June 30, 2010, seven of our nine platform rigsenactive.
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Nine Months Ended June 30
2010 2009
(in thousands, except days and per day amount

INTERNATIONAL LAND OPERATIONS

Revenue! $ 177370 $ 147,94(
Direct operating expens: 120,37- 112,72.
General and administrative expel 1,97¢ 1,70¢
Depreciatior 22,23¢ 13,04:
Segment operating incon $ 32,78t $ 20,46¢
Revenue day 5,27¢ 3,681
Average rig revenue per d. $ 32,17 $ 37,04¢
Average rig expense per d $ 21,337 $ 27,007
Average rig margin per de $ 10,83¢ $ 10,03¢
Rig utilization 68% 80%

International land segment operating income foffitts€ nine months of fiscal 2010 was $32.8 milli@ompared to operating income of $20.5
million in the same period of fiscal 2009. Rigliaition for international land operations was @&8qent for the first nine months of fiscal
2010, compared with 80 percent for the first niranths of fiscal 2009. During the first nine monttidiscal 2010, an average of 19.3 rigs
worked compared to an average of 13.5 rigs initserfine months of fiscal 2009.

Revenues segment operating income in the firstmoweths of fiscal 2010 increased compared to tisérfine months of fiscal 2009,
primarily the result of additional rigs working the segment during the first nine months of fil0 compared to the first nine months of
fiscal 2009. Included in international land revesadior the nine months ended June 30, 2010 and &@0@imbursements for “out-of-pocket”
expenses of $7.6 million and $11.6 million, respedy.

Depreciation expense increased due to rigs trairgfeto the International Land segment in latedls2009 and the addition of new FlexRigs
during fiscal 2009 and 2010.

RESEARCH AND DEVELOPMENT

For the nine months ended June 30, 2010 and 26®haurred $8.4 million and $6.6 million, respeetiy of research and development
expenses related to ongoing development of a retagrable system.

OTHER

General and administrative expenses increasedlt@ $6illion in the first nine months of fiscal 20@m $45.5 million in the first nine
months of fiscal 2009. The $15.8 million incre&spartially due to an increase in stock-based @arsation of $6.6 million. The increase in
stock-based compensation is comprised of additiexp¢nse of $4.7 million resulting from a changeun Long-Term Incentive Plan which
permitted continuing equity vesting after retireta@md $1.9 million expense resulting from optignanted in fiscal 2010 having a higher
grant price and value than options amortizing aeJ80, 2009. Also contributing to increased gdreard administrative expenses in fiscal
2010 were additional pension expense of $1.7 millind an increase of $6.8 million from increasesmployee salaries, an increase in the
number of employees and an increase in bonus dscrua

Equity in income of affiliate, net of income taxas/$10.1 million in first nine months of fiscal ZDOEffective April 1, 2009, we determined
we no longer exercised significant influence aratdntinued accounting for the investee using thitggethod.

31




Table of Contents

MANAGEMENT'’S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION
AND RESULTS OF OPERATIONS
June 30, 2010

Income tax expense decreased to $104.9 millioherfitst nine months of fiscal 2010 from $196.2limil in the first nine months of fiscal
2009, with the effective tax rate from continuingeoations decreasing to 34.1 percent from 38.3goérfor the two comparable periods.

Interest expense was $12.7 million and $9.1 milfamthe nine months ended June 30, 2010 and 286pPectively. Capitalized interest, all
attributable to our rig construction, was $5.1 &4® million for the comparable periods. Inter@gbense before capitalized interest increi
$3.8 million during the first nine months of fis@010 compared to the first nine months of fis@02primarily due to additional borrowings
under a fixed-rate credit facility obtained in J@209.

LIQUIDITY AND CAPITAL RESOURCES

Liquidity

Cash and cash equivalents decreased to $77.7mallidune 30, 2010 from $96.1 million at Septen®@er2009. The following table provides
a summary of cash flows for the nine-month perinodegl June 30, (in thousands):

Net Cash provided (used) by:

2010 2009
Operating activitie! $ 333,03 $ 734,45!
Investing activities (201,459 (743,68()
Financing activitie: (150,00 53,32¢
Increase (decrease) in cash and cash equiv: $ (18429 $ 44,10¢

Operating activities

Cash flows from operating activities were approxeha$333.0 million for the nine months ended J88e2010 compared to approximately
$734.5 million for the same period ended June 8092The decrease in cash provided from operatitigitées is primarily due to decreases
in net income and changes during the comparabke mionth periods in accounts receivable and acdraleitities. Accounts receivable
increased in the nine months ended June 30, 20d6llasy activity improved compared to a decreaséhe nine months ended June 30, 2009
as we began to see a decline in activity. The gh@maccrued liabilities is due to an increaseériliing activity and the associated accruals
employee bonuses and other expenses.

Investing activities
Capital expenditures decreased $514.3 million pilgnattributable to the decreased building of nelexRigs.

Financing activities

During the nine months ended June 30, 2010, weceetlaur outstanding debt by $135 million compacedet additional borrowings of $5¢
million during the nine months ended June 30, 200Becks issued but not presented to the bankafgmpnt may create negative book cash
balances which, where applicable, are includeaaoants payable and included as a financing agtivdomparing the nine months ended
June 30, 2010 and 2009, we had a reduction in @k bverdraft position of $11.0 million.

Other Liquidity

Funds generated by operating activities, availabtéh and cash equivalents, and credit facilitiedicoe to be our significant sources of
liquidity. We believe these sources of liquiditjilwe sufficient to sustain operations and finaestimated capital expenditures, including rig
construction, for fiscal 2010. There can be naasge that we will continue to generate cash flawsurrent levels or obtain additional
financing. Our indebtedness totaled $390 millibdune 30, 2010. For additional information regagdiebt agreements, refer to Note 10 of
the Consolidated Condensed Financial Statements.
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Backlog

Our contract drilling backlog, being the expectetiife revenue from executed contracts with origieahs in excess of one year, as of

June 30, 2010 and September 30, 2009 was $2,680mahd $2,528 million, respectively. Approximigt&89.3 percent of the June 30, 2010
backlog is not reasonably expected to be fillefisical 2010. Term contracts customarily providet@mination at the election of the
customer with an “early termination payment” todagd to us if a contract is terminated prior to ¢x@iration of the fixed term. However,
under certain limited circumstances, such as destruof a drilling rig, bankruptcy, sustained uoeptable performance by us, or delivery of
a rig beyond certain grace and/or liquidated danmeg®ds, no early termination payment would bel paius. In addition, a portion of the
backlog represents term contracts for new rigsuwhidbe constructed in the future. We obtain aertkey rig components from a single or
limited number of vendors or fabricators. Certdinhese vendors or fabricators are thinly capitaimdependent companies located on the
Texas Gulf Coast. Therefore, disruptions in rignponent deliveries may occur. Accordingly, theuatamount of revenue earned may vary
from the backlog reported. See the risk factodeunfiltem 1A. Risk Factors” of our Annual ReportBarm 10-K, filed with the Securities
and Exchange Commission on November 25, 2009, daggafixed term contract risk, operational risks;luding weather, and vendors that
are limited in number and thinly capitalized.

The following table sets forth the total backlogreportable segment as of June 30, 2010 and Seet€30b2009, and the percentage of the
June 30, 2010 backlog not reasonably expected fitldzkin fiscal 2010:

Reportable Total Backlog Percentage Not Reasonabl
Segment 06/30/201C 09/30/200¢ Expected to be Filled in Fiscal 201
(in millions)
U.S. Land $ 2,226 $ 2,01¢ 89.2%
Offshore 151 16¢ 93.4%
International Lanc 301 343 87.1%
$ 2,68 $ 2,52¢

Capital Resources
In June 2010, we announced we had increased oitaloaypenditures estimate for fiscal 2010 by $2ion to $350 million. This increase
was mostly attributable to higher maintenance eapéquirements due to higher levels of activity.

During fiscal 2010 we have announced agreemeriigitd and operate a total of 19 new FlexRigs umdetlti-year term contracts. At July !
2010, we had 15 remaining rigs under constructidaring the nine months ended June 30, 2010, wept=ied nine FlexRigs that are under
fixed term contracts. Two additional new FlexRigler fixed term contracts were completed by thieafnuly 2010. Like those completed
in prior fiscal periods, each of these new FlexRigs committed to work for an exploration and prithn company under a fixed term
contract, performing drilling services on a daywodhtract basis.

Capital expenditures were $220.2 million and $734ilfion for the first nine months of fiscal 2016&2009, respectively. Capital
expenditures decreased from 2009 primarily dubeaéduction in the number of new rigs completetdnduthe comparable quarters.

There were no other significant changes in ounfiia position since September 30, 2009.
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MATERIAL COMMITMENTS
Material commitments as reported in our 2009 AnfRegbort on Form 10-K have not changed significaatlyune 30, 2010.
CRITICAL ACCOUNTING POLICIES

Our accounting policies that are critical or thestrionportant to understand our financial conditém results of operations and that require
management to make the most difficult judgmentsdaseribed in our 2009 Annual Report on Form 107iKere have been no material
changes in these critical accounting policies othan the adoption of ASC 260-10-£5rnings per Shargon October 1, 2009. The
adoption of this did not have a material impacbanfinancial position, results of operations osltflows. The adoption of ASC 260-48-is
included in Note 3 to the Consolidated Condensedritial Statements.

RECENTLY ISSUED ACCOUNTING STANDARDS

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

companies to disclose more information about hoxestment allocation decisions are made, more irdtion about major categories of plan
assets, including concentration of risk and faitganeasurements, and the fair-value techniquesnanidis used to measure plan assets. The
disclosure requirements are effective for annumedricial statements for years ending after Decert®e2009. The disclosure requirements
will be adopted for our annual financial statemédatghe year ended September 30, 2010, on a progpdasis. We do not expect the
adoption to have a material impact on the Constdii&inancial Statements.

On January 21, 2010, the FASB issued ASU No. 2@, 6-8ir Value Measurements and Disclosures (Topic 820mproving Disclosures
about Fair Value MeasurementsEffective December 15, 2009, we adopted thdakisce requirements requiring reporting entitiepriavide
information about movements of assets among Lelvalsd 2 of the three-tier fair value hierarchy lelished by ASC 82Cair Value
Measurement. The adoption had no impact on these Consolidatetiensed Financial Statements. Effective faafigears beginning aft
December 15, 2010, a reconciliation of purchas@sssissuance, and settlements of financial ingnts valued with a Level 3 method,
which is used to price the hardest to value insémits, will be required. We currently believe tldeption related to Level 3 financial
instruments will have no impact on the Consolid&athncial Statements.

In February 2010, the FASB issued ASU No. 2010Sifhsequent Events (Topic 855) — Amendments toilCBeaognition and Disclosure
Requirement(“ASU 2010-09"). ASU 2010-09 reiterates that arCSfiter is required to evaluate subsequent evdmtaugh the date that the
financial statements are issued and removes théresgent for an SEC filer to disclose the date tiglowhich subsequent events have been
evaluated. The updated guidance was effective igsarance and was adopted by us in the seconcegqoéftscal 2010.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURESABOUT MARKET RISK

For a description of our market risks, see

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

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

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

* Note 2 and Note 15 to the Consolidated CondensshEial Statements contained in Iltem 1 of Parrédiewith regard to foreign
currency exchange rate risk are incorporated héneneference.

ITEM 4. CONTROLS AND PROCEDURES

As of the end of the period covered by this repmtevaluation was performed with the participatibour management, including the Chief
Executive Officer and Chief Financial Officer, tieteffectiveness of the design and operation oflmalosure controls and procedures.
Based on that evaluation, our management, incluiie@hief Executive Officer and Chief FinanciafiGdér, concluded that our disclosure
controls and procedures were effective as of JOn@Q&LO, at ensuring that information requiredeaisclosed by us in the reports we file or
submit under the Securities Exchange Act of 1934dsrded, processed, summarized and reportedwithitime periods specified in the
SEC’s rules and forms. There have been no changes internal controls over financial reportirigat occurred during the most recent fiscal
quarter that have materially affected, or are reably likely to materially affect, our internal dools over financial reporting.
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PART II. OTHER INFORMATION
ITEM 1A. RISK FACTORS

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

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

Although we attempt to minimize the potential impatsuch risks by operating in more than one gapigical area, during the nine months
ended June 30, 2010, approximately 14 percentrot@nsolidated operating revenues were generabad thie international contract drilling
business. During the nine months ended June 3@, 2@broximately 70 percent of the internationarating revenues were from operations
in South America and approximately 68 percent aftS@merican operating revenues were from Argergimé Colombia.

Reference is made to the risk factors pertainingutoency devaluation and receivable balances meYeela, interest rate risk and the
Company’s securities portfolio in Item 1A of Parbflithe Company’s Form 10-K for the year ended &aper 30, 2009. In order to update
these risk factors for developments that have oeduluring the first three months of fiscal 201 tisk factors are hereby amended and
updated by reference to, and incorporation hergiNotes 2, 5, 7, 10 and 15 to the Consolidatedd@orsed Financial Statements contained in
Item 1 of Part | hereof.

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

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

Exhibit

Number Description

31.1 Certification of Chief Executive Officer, as AdogdtPursuant to Sectic302 of the Sarban-Oxley Act of 2002

31.2 Certification of Chief Financial Officer, as Adopt@ursuant to Sectic302 of the Sarban-Oxley Act of 2002

32 Certification of Chief Executive Officer and Chiefnancial Officer Pursuant to 18 U.S.C. Section@, 2% Adopted Pursuant to
Section 906 of the Sarbal-Oxley Act of 2002

101 Financial statements from the quarterly report om+10-Q of Helmerich &ayne, Inc. for the quarter ended June 30, 20&d

on August 5, 2010, formatted in XBRL: (i) the Colidated Condensed Statements of Income, (ii) thesGlidated Condensed
Balance Sheets, (iii) the Consolidated Condensatk®ents of Stockholders’ Equity, (iv) the Consatéedi Condensed
Statements of Cash Flows and (v) the Notes to Giolated Condensed Financial Statements taggedakshbf text
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SIGNATURES
Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd¢iport to be signed on its

behalf by the undersigned thereunto duly authorized

HELMERICH & PAYNE, INC.
(Registrant

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

Date: August 5, 2010 By: /SIJUAN PABLO TARDIO
Juan Pablo Tardio, Chief Financial Offic
(Principal Financial Officer

EXHIBIT INDEX

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

Exhibit

Number Description

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

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

32 Certification of Chief Executive Officer and Chiefnancial Officer Pursuant to 18 U.S.C. Section@, 2% Adopted Pursuant to
Section 906 of the Sarbar-Oxley Act of 2002

101 Financial statements from the quarterly report omF10Q of Helmerich & Payne, Inc. for the quarter endade 30, 2010, file

on August 5, 2010, formatted in XBRL: (i) the Colidated Condensed Statements of Income, (ii) thesGlidated Condensed
Balance Sheets, (iii) the Consolidated Condensatk®ents of Stockholders’ Equity, (iv) the Consatéedi Condensed
Statements of Cash Flows and (v) the Notes to Giolat¢ed Condensed Financial Statements taggedaksbf text
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EXHIBIT 31.1
CERTIFICATION
I, Hans Helmerich, certify that:
1. | have reviewed this report on FA®Q of Helmerich & Payne, Inc.;

2. Based on my knowledge this repodgdnot 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 rej

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

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

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

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

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

5. The registrant’s other certifyindioér(s) and | have disclosed, based on our mastteevaluation of internal control over
financial reporting, to the registrant’s auditorslahe audit committee of the registrant’s boardicéctors (or persons performing the
equivalent functions):

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

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

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




EXHIBIT 31.2
CERTIFICATION
I, Juan Pablo Tardio, certify that:
1. | have reviewed this report on FA®AQ of Helmerich & Payne, Inc;

2. Based on my knowledge this repodsdnot contain any untrue statement of a matedalor 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 rej

4, The registrant’s other certifyindioér(s) and | are responsible for establishing araihtaining 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 proceduregused such disclosure controls and procedures ttesigne
under our supervision, to ensure that materialrinégion relating to the registrant, including itnsolidated
subsidiaries, is made known to us by others with@se entities, particularly during the period ihieh this report
is being prepared;

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

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

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

reporting; and

5. The registrant’s other certifyindioér(s) and | have disclosed, based on our mastteevaluation of internal control over
financial reporting, to the registrant’s auditorslahe audit committee of the registrant’s boardicéctors (or persons performing the
equivalent functions):

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

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

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




EXHIBIT 32

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

In connection with the Quarterly Report of Helmar& Payne, Inc. (the “Company”) on Form 10-Q foe theriod ended June 30,
2010, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), Hansntgich, as Chief Executive Officer of
the Company, and Juan Pablo Tardio, as Chief Fiab@dficer of the Company, each hereby certifigsrsuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, to the best of his knowledge, that:

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

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

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

August 5, 201( August 5, 201(




