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EXCHANGE ACT OF 1934

For quarterly period ended: March 31, 2009

OR
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subject to such filing requirements for the past@@s. Yes XI No O

Indicate by check mark whether the registrant ludisndtted electronically and posted on its corpokdeb site, if any, every Interactive
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Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @-accelerated filer, or a small reporting
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Large accelerated filer [X] Accelerated filer O
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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 of $1,331 at Maig 2009 and September 30, 2!

Inventories

Deferred income taxe

Prepaid expenses and other
Total current asse

Investments
Property, plant and equipment, |
Other asset

Total asset

LIABILITIES AND SHAREHOLDERS ' EQUITY

Current liabilities:
Accounts payabl
Accrued liabilities
Shor-term deb
Notes payabl
Long-term debt due within one year
Total current liabilities

Noncurrent liabilities
Long-term notes payab
Deferred income taxe
Other

Total noncurrent liabilities

Shareholder equity:

Common stock, $.10 par value, 160,000,000 shatbe@zed, 107,057,904 shares iss|
Preferred stock, no par value, 1,000,000 shardeenéd, no shares issu

Additional paic-in capital
Retained earninc
Accumulated other comprehensive inca
Treasury stock, at co
Total shareholders’ equity

Total liabilities and shareholders’ equity

The accompanying notes are an integral part obteegements.

March 31,
2009

September 30
2008

$ 126,37¢ $ 121,51
12,50( —

460,99 462,83

41,67¢ 33,00¢

13,98t 21,93¢

49,33: 51,26

704,86 690,64
176,15 199,26t
3,086,71. 2,682,25:
12,07¢ 15,88

$ 397981 $  3,588,04
$ 160,65 $ 153,85
137,91 128,37
105,00 —

— 1,73¢

25,00( 25,00(

428 57 308,95
430,00 475,00(
580,79( 479,96

54,30 58,65’
1,065,18 1,013,61.
10,70¢ 10,70¢

172,21 169,49’
2,320,98 2,082,51
15,93( 38,40’

(33,779 (35,65
2,486,05 2,265,47.

$ 397981 $  3,588,04
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF INCOME

(Unaudited)

(in thousands, except per share data)

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

Operating costs and oth¢
Operating costs, excluding depreciat
Depreciatior
General and administratiy
Research and developme
Gain from involuntary conversion of lo-lived asset:
Income from asset sal

Operating incomi

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

Income before income taxes and equity in incomaffifate

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

NET INCOME

Earnings per common sha
Basic
Diluted

Weighted average shares outstand
Basic
Diluted

Dividends declared per common sh

The accompanying notes are an integral part obteetements.

Three Months Ended

Six Months Ended

March 31, March 31,

2009 2008 2009 2008
$ 41451 $ 365,26: $ 889,71 712,90°
51,33: 29,78¢ 101,81¢ 57,07(
51,82¢ 75,751 147,00° 154,35¢
2,62¢€ 2,83t 5,51( 5,971
520,30( 473,64 1,144,05. 930,30°
263,29 253,95¢ 594,22: 489,75:
57,11 51,87: 111,88t 95,85¢
16,43¢ 14,09( 31,58: 27,99:

2,17¢ — 3,85

= = (277) (4,810
(2,055) (1,946 (2,969 (2,78
336,96: 317,97 738,29¢ 606,00
183,33 155,67( 405, 75¢ 324,30«
2,15( 1,22(C 3,93¢ 2,33t
(2,559 4,779 (6,259 (9,609
— 5,47¢ — 5,60¢
(28) 18C 10C (43€)
(432) 2,10¢ (2,218 (2,099
182,90¢ 157,77 403,54( 322,20:
83,39( 58,78¢ 164,63t 118,93(
4,222 3,06¢ 10,11 6,61(
$ 103,73t $ 102,05 $ 249,01 209,88
$ 9 $ 98 $ 2.37 2.0z
$ 98 3 9€ $ 2.3 1.9¢
105,31° 103,88: 105,28 103,69!
106,37 106,09( 106,40: 105,74(
$ 0.05C $ 0.04t $ 0.10( 0.09(
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)
(in thousands)

Six Months Ended

OPERATING ACTIVITIES:
Net income $
Adjustments to reconcile net income to net cashigeal by operating activitie:
Depreciatior
Provision for bad det
Equity in income of affiliate before income tay
Stocl-based compensatic
Gain on sale of investment securit
Gain from involuntary conversion of lo-lived asset:
Income from asset sal
Deferred income tax expen
Change in assets and liabilit-
Accounts receivabl
Inventories
Prepaid expenses and otl
Accounts payabl
Accrued liabilities
Deferred income taxe
Other noncurrent liabilities

Net cash provided by operating activit

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

Net cash used in investing activities

FINANCING ACTIVITIES:
Decrease in notes payal
Proceeds from line of crec
Payments on line of crec
Dividends paic
Proceeds from exercise of stock optir
Excess tax benefit from stc-based compensatic

Net cash provided by financing activities

Net increase in cash and cash equival
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of pe $

March 31,

2009 2008
249,01 % 209,88¢
111,88t 95,85¢

15 68¢€
(16,30¢) (10,667
4,23¢ 3,712
— (5,476
(277) (4,810
(2,96¢) (2,78¢)
115,23 42,02¢
1,81¢ (25,809
(8,577 (4,35¢)
5,71¢ (11,919
15,00¢ (31,999
9,55: (1,199
6,94 4,244
(80€) 5,84¢
490,48 263,25¢
(525,889 (321,71)
271 8,50(

— 7,76¢
4,33: 3,66¢
(12,500 =
(16) —
(533,79() (301,779
(1,739 —

2,030,00! 1,710,001

(1,970,000 (1,675,000
(10,54¢) (9,359

42¢ 8,28¢

19 6,11(
48,16 40,04(
4,86¢ 1,521
121,51: 89,21°¢
126,37¢ $ 90,73¢

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

CONSOLIDATED CONDENSED STATEMENT OF SHAREHOLDERSTRIJITY

SIX MONTHS ENDED MARCH 31, 2009
(Unaudited)
(in thousands, except per share amounts)

Accumulated

Balance, September 30, 20

Comprehensive Incom:
Net income
Other comprehensive income,
Unrealized losses on available- f
sale securities (net of $13,775
income tax;

Total comprehensive income

Capital adjustment of equity invest

Cash dividends ($0.10 per sha

Exercise of stock optior

Tax benefit of stock-based awards,
including excess tax benefits of $

Treasury stock issued for vested restric
stock

Stock-based compensation

Balance, March 31, 2009

Additional Other Total
Common Stock Paid-In Retained Comprehensive Treasury Stock Shareholder¢

Shares Amount Capital Earnings Income Shares Amount Equity

107,05¢ $ 10,70¢ $ 169,49° $ 2,082,551 $ 38,407 183t $ (35,659 $ 2,265,47.

249,01 249,01

(22,47°) (22,477

226,53t

174 174

(10,55() (10,55()

@77 (32) 60€ 42¢

(244) (244)

(1,27%) (66€) 1,27t —

4,23¢ 4,23¢

107,05¢ $ 10,70¢ $ 172,210 $  2,32098 $ 15,93( 1,73¢ $ (33,779 $ 2,486,05

The accompanying notes are an

integral part okteegements.
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1.

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

Basis of Presentation

The accompanying unaudited consolidated condemsanddial statements have been prepared in accagdaitic accounting principles
generally accepted in the United States and afpéaales and regulations of the Securities anchBrge Commission (the
“Commission”) pertaining to interim financial infoation. Accordingly, these interim financial staents do not include all information
or footnote disclosures required by accountinggipiles generally accepted in the United Statesdonplete financial statements and,
therefore should be read in conjunction with thesmdidated financial statements and notes theretioe Company’s 2008 Annual Report
on Form 10-K and other current filings with the Quission. In the opinion of management, all adjestta, consisting of those of a
normal recurring nature, necessary to presenyftid results of the periods presented have bedudead. The results of operations for the
interim periods presented may not necessarily thedtive of the results to be expected for the yehr.

As more fully described in the Company’s 2008 ArriRieport on Form 10-K, the Company’s contract ohglrevenues are comprised of
daywork drilling contracts for which the relatedeaues and expenses are recognized as serviggsrfbamed. For contracts that are
terminated by customers prior to the expirationthefr fixed term, contractual provisions custoryarequire early termination amounts to
be paid to the Company. Revenues from early teatethcontracts are recognized when all contractgglirements have been met.

Certain amounts in the accompanying consolidateghfiial statements for prior periods have beermssdled to conform to current year
presentation. Specifically, the Real Estate sedsleown separately at March 31, 2008, has beeaded with all other non-reportable
business segments.

Earnings per Share

Basic earnings per share is based on the weighvte@dge number of common shares outstanding dunm@ériod. Diluted earnings per
share includes the dilutive effect of stock optians! restricted stock.

A reconciliation of the weighted-average commorrses@utstanding on a basic and diluted basis fisllasvs (in thousands):

Three Months Ended Six Months Ended
March 31, March 31,
2009 2008 2009 2008
Basic weighted average sha 105,31° 103,88: 105,28 103,69!
Effect of dilutive shares
Stock options and restricted stc 1,05¢ 2,207 1,11¢ 2,04t
Diluted weighted average shares 106,37: 106,09( 106,40: 105,74(

For the three and six months ended March 31, 2@8ns to purchase 1,869,424 shares of commok stere outstanding but were not
included in the computation of diluted earnings §fgare. Inclusion of these shares would be aatidd.

For the three and six months ended March 31, 2@#)ns to purchase 710,000 shares of common steck outstanding but were not
included in the computation of diluted earnings gfeare. Inclusion of these shares would be antidd.

Operations and Risks in Venezuela

Typically, contract drilling revenues are recoguizes services are performed. In U.S. generallg@ated accounting principles, one of the
basic revenue recognition criteria is that collbiity of the revenue is reasonably assured. The@amy’s revenue in Venezuela is from
providing drilling services to Petroleos de Vendau8.A. (PDVSA), the Venezuelan state-owned petnml company. The Company
determined, as of the beginning of the second gquaftfiscal 2009 and forward, the revenue recagmitriteria in Venezuela is no longer
met as collectability of revenue is not reasonasiyured, primarily due to the uncertainty of thang of collectability as discussed further
below. As a result of this change, $35.6 millidmevenue was not recorded in the Internationald.segment in the second quarter of
fiscal 2009. As of March 31,




Table of Contents

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

2009 and December 31, 2008, the Consolidated Bal8heet reflected accounts receivable from PDVS$/8t6 million and $76.0
million, respectively. During the second quartkfigcal 2009, $2.4 million was collected from PDXSAdditionally, subsequent to the
end of the second fiscal quarter, additional paymehapproximately $8.1 million were received tmgh April 30, 2009. The Company
does not have enough information to conclude tietémaining receivable balance is not probabtobéction. However, there is
uncertainty regarding the timing of the collectiture to the current political, economic and sogciatability in Venezuela, the dependence
by Venezuela on oil to largely support its econanyg the failure of PDVSA to pay many service conigamorking in Venezuela. The
collection of receivables from PDVSA has historiigédeen more difficult and slower than that of atbastomers in international countries
in which the Company has drilling operations du®BVSA policies and procedures.

The Company is exposed to risks of currency detialndn Venezuela primarily as a result of bolivaerte (Bsf) receivable and Bsf cash
balances.

The Company has made applications with the Venamuwgpbvernment requesting the approval to conveétdrduerte cash balances to

U.S. dollars. Upon approval from the Venezuelanegoment, the Company’s Venezuelan subsidiary mat @pproximately $28.4

million as a dividend to its U.S. based parentashdalances permit. While the Company has bemessful in the past in obtaining
government approval for conversion of bolivar fead U.S. dollars, there is no guarantee that éutwnversion to U.S. dollars will be
permitted. In the event that conversion to U.Slad® would be prohibited, then bolivar fuerte césitances would increase and expose the
Company to increased risk of devaluation.

The Venezuelan subsidiary has received notificdtiom PDVSA that reimbursement of U.S. dollar irses previously paid in Bsf will be
made only when supporting documentation has beproa@d. The supporting documentation has beemeatelil to PDVSA and is
awaiting approval. The approval and subsequennpaywould result in reducing the foreign curreegposure by approximately $38.6
million. The Company is unable to determine wheynpant will be received.

Past devaluation losses may not be reflective @ptitential for future devaluation losses. Venkzuaentinues to operate under exchange
controls and the Venezuelan bolivar fuerte exchaatgehas remained fixed at Bsf 2.150 to one Uo8adsince March 2005. The exact
amount andiming of any future devaluations of the Venezudiativar fuerte exchange rate is uncertain. Atdhadl, 2009, the Compa
had the equivalent of $24 million in cash in Bsbgosed to the risk of currency devaluation.

While the Company is unable to predict the magmitadd timing of future devaluation in Venezuelauifrent activity levels continue and
if a 10 percent to 30 percent devaluation werectug the Company could experience potential cagretevaluation losses ranging from
approximately $5.0 million to $12.5 million.

During the second quarter of fiscal 2009, the Camggiscontinued work for PDVSA as contracts expirédl of the Company’s eleven
rigs were active in Venezuela during the first gemof fiscal 2009. At the end of the second cgraof fiscal 2009, only seven of the rigs
were active. The Company will continue to idlesregong with other efforts until satisfactory payrteefor services rendered are received.
If payments are not received, it is likely that teenaining rigs will become idle by the end of Asga009. At March 31, 2009, the net
book value of long-lived assets in Venezuela wasZillion.

Readers should refer to Note 17 of these Conselidl@bndensed Financial Statements for additiofiatrimation related to risk factors in
international operations.
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4.

HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)
Inventories
Inventories consist primarily of replacement parts supplies held for use in the Company’s drillipgrations.

Investments

The following is a summary of available-for-salewwgties, which excludes securities accounted fatan the equity method of accounting,
investments in limited partnerships carried at emst assets held in a Non-qualified Supplementah8a Plan.

Gross Gross Estimated
Unrealized Unrealized Fair
Cost Gains Losses Value

(in thousands)

Equity securities 03/31/C $ 7,688 $ 3161 $ — 3 39,30(
Equity securities 09/30/C $ 7,68t $ 67,867 $ — $ 75,55:

The investments in limited partnerships carriedost were $12.4 million at March 31, 2009 and Saper 30, 2008. The estimated fair
value of the investments carried at cost was $adliion and $17.3 million at March 31, 2009 and &apber 30, 2008, respectively. The
assets held in the Non-qualified Supplemental gviflan are carried at fair value which totaled$8illion at March 31, 2009 and $6.4
million at September 30, 2008. The recorded anwfartinvestments accounted for under the equitthoteare $121.5 million and $10:
million at March 31, 2009 and September 30, 2088pectively. During the six months ended March2BD9, the Company increased the
equity investment $0.3 million ($0.2 million, nefttax) to account for capital transactions of Atwld@ceanics, Inc. (Atwood). At

March 31, 2009, the Company owned 8,000,000 slwr&svood with a fair value of $132.7 million.

Effective April 1, 2009, Atwood will be accountedrfas an available-for-sale investment, as the Gmybas determined it no longer
exercises significant influence through the Atwdadrd of director seats and will discontinue actiognfor Atwood using the equity
method.

Comprehensive Income

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

Three Months Ended Six Months Ended
March 31, March 31,
2009 2008 2009 2008
Net Income $ 103,73t $ 102,05 $ 249,01: $ 209,88:
Other comprehensive incorr

Unrealized appreciation (depreciation) on secw (1,659 (13,719 (36,257) (22,117
Income taxe: 62€ 5,211 13,77¢ 8,40z
(1,026 (8,506 (22,47°) (23,710
Reclassification of realized gains in net incc — (5,47¢) (5,60€)
Income taxe: — 2,081 2,13(
— (3,395 (3,47¢)
Minimum pension liability adjustmen — 3 — (6)
Income taxes — 1 — 2
— (2 — 4
Total comprehensive income $ 102,71. $ 90,15. $ 226,53t $ 192,69:-
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

The components of accumulated other comprehensagarie, net of related income taxes, are as follawthousands):

March 31, September 30,
2009 2008
Unrealized appreciation on securities, net $ 19,601 $ 42,07¢
Unrecognized actuarial gain (loss) and prior ser¢igst (3,670 (3,679
Accumulated other comprehensive income $ 1593( $ 38,401

7. Financial Instruments

At March 31, 2009, the Company'’s short-term invesita consisted of a bank certificate of deposih it original maturity greater than
three months. Interest earned is included in @steaind dividend income on the Consolidated CorateB8satement of Income.

8. Derivative Financial Instruments

In March 2008, the Financial Accounting Standardaf8 (FASB) issued SFAS No. 161, “Disclosures alimrivative Instruments and
Hedging Activities” (SFAS No. 161). SFAS No. 16bpides companies with requirements for enhancedalures about derivative
instruments and hedging activities to enable irssb better understand their effects on a comipdmancial position, financial
performance and cash flows. In accordance witleffetive date of SFAS No. 161, the Company adbtite disclosure provisions of
SFAS No. 161 during the three months ended Mar¢t2309.

The Company is exposed to market risk in the nocuatse of business operations due to ongoing fimgeand financing activities. The
risk of loss can be assessed from the perspedt@dverse changes in fair values, cash flows ahddiearnings. SFAS No. 133,
“Accounting for Derivative Instruments and HedgiAgtivities” (SFAS No. 133), requires an entity &cognize all derivatives as either
assets or liabilities in the statement of finanpiasition and measure those instruments at fairevalhe Company has not historically
entered into derivative financial instruments fading purposes or for speculation.

In January 2009, the Company executed an intemgstswap agreement to limit the Company’s exposuchanges in interest rates. The
Company has determined that this is not a hedgargséction and the change in the value for theethmenths ended March 31, 2009 of
$0.3 million is included in interest expense in @ensolidated Condensed Statement of Income. dihgdlue at March 31, 2009 was $
million and is included in accrued liabilities inet Consolidated Condensed Balance Sheet. Foefurtformation regarding debt, see N
12. At March 31, 2009, the Company did not hawe @her derivative instruments.

9. Fair Value Measurement

On September 15, 2006, the Financial Accountingdteds Board (“FASB”) issued SFAS No. 157 whichraddes standardizing the
measurement of fair value for companies who araired to use a fair value measure for recognitiodisclosure purposes. The FASB
defines fair value as “the price that would be nese to sell an asset or paid to transfer a ligbiti an orderly transaction between market
participants at the measurement date.” The Conipapption of the required portions of SFAS 15088ctober 1, 2008 did not have a
material impact on the Company’s financial positimsults of operations and cash flows. In Felyr2@08, the FASB issued Staff
Position No. FAS 157-Zffective Date of FASB Statement No. 157 (FSP 2),Avhich delayed the required adoption of portiohSFAS
157 related to nonfinancial assets and nonfinatiedilities, except for items recognized or dised at fair value on a recurring basis.
Accordingly, the Company will adopt the provisiaafSSFAS 157 related to nonfinancial assets andinang€ial liabilities recognized or
disclosed at fair value on a nonrecurring basfsstal 2010. The Company is

10
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)
currently evaluating the impact, if any, of the ption of FSP 157-2 on its financial position,uks of operations or cash flows.

SFAS 157 establishes a fair value hierarchy torpide the inputs used in valuation techniques three levels as follows:
« Level 1 — Observable inputs that reflect quotedgsiin active markets for identical assets orlii#ds in active markets.

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

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

At March 31, 2009, the Company’s financial assétiing Level 1 inputs include cash equivalentgymay market funds the Company has
elected to classify as restricted assets and egedyrities with active markets. For these itegueted current market prices are readily
available.

During the quarter ended March 31, 2009, the Compatered into an interest rate swap agreement$¢i@s million of notional value to
hedge a portion of the risk of changes in the @gerate associated with amounts outstanding tardaensecured line of credit that expires
in January 2010. The fair value of the swap age#mas determined using Level 2 inputs. Thevalue at March 31, 2009, is based on

the present value of expected future cash flowdugive of the risk of nonperformance, using a@list rate appropriate for the duration.
Level 2 inputs also include a bank certificate epdsit classified as a short-term investment astlicted cash included in current assets.

The Company does not currently have any finanosttiments utilizing Level 3 inputs.

The following presents information about the Compsufair value hierarchy for financial assets adviafrch 31, 2009:

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:
Money market fund $ 93,49¢ $ 92,47¢ $ 1,02 $ —
Equity securitie: 39,30( 39,30( — —
Certificate of deposi 12,50( — 12,50( —
Total assets at fair valt $ 145,29¢ $ 131,77¢ $ 13,52: $ —
Liabilities:
Interest rate swap $ (209 $ — $ (209 $ =

11
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10.

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

The following table summarizes the Company’s assedsliabilities measured at fair value on a réogrbasis presented in the Company’s
Consolidated Condensed Balance Sheet as of Marc2089:

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 equivalent $ 81,11t $ 81,11t $ — 3 —
Shor-term investment 12,50( 12,50( —
Investments 39,30( 39,30( — —
Other current asse 3,022 2,00( 1,022 —
Other assets 9,361 9,361 — —
Total assets measured at fair ve $ 145,29¢ $ 131,77¢ $ 13,52: $ =
Liabilities:
Other current liabilities $ (209 $ — 3 (209) $ —
Total liabilities measured at fair vali $ (209) $ — $ (209) $ —

The following information presents the supplemefdaalvalue information about long-term fixed-ratebt at March 31, 2009 and
September 30, 2008.

March 31, September 30,
2009 2008
(in thousands)
Carrying value of lon-term fixec-rate deb $ 175.C $ 175.(
Fair value of lon-term fixec-rate deb $ 2047 $ 198.(

The fair value of the long-term fixed-rate debt watculated using discounted future cash flows.

In February 2007, the FASB issued SFAS No. 159 wpiermits companies to choose, at specified electides, to measure many
financial instruments and certain other items atvalue that are not currently measured at faluga Unrealized gains and losses on items
for which the fair value option has been electedidde reported in earnings at each subsequenttimpoate. Upfront costs and fees
related to items for which the fair value optioreiscted shall be recognized in earnings as indwanel not deferred. The Company did
elect the fair value option for any of its existifigancial instruments other than those alreadysues at fair value. Therefore, the
Company’s adoption of SFAS No. 159 as of Octob&0D8 did not have an impact on the Company’s firmposition, results of
operations or cash flows.

Cash Dividends

The $0.05 cash dividend declared December 2, 2088 paid March 2, 2009. On March 4, 2009, a cagldeld of $0.05 per share was
declared for shareholders of record on May 15, 2p@gable June 1, 2009.
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11. Stock-Based Compensation

The Company has one plan providing for common-staded awards to employees and to non-employeetbige The plan permits the
granting of various types of awards including stopkions and restricted stock awards. Restridieckamay be granted for no
consideration other than prior and future servicBEise purchase price per share for stock optionsmoabe less than market price of the
underlying stock on the date of grant. Stock optiexpire ten years after the grant date. Veséqgirements are determined by the
Human Resources Committee of the CompsaBdard of Directors. Readers should refer to Nové the consolidated financial stateme
in the Company’s Annual Report on Form 10-K for fiseal year ended September 30, 2008 for additiofi@rmation related to stock-
based compensation.

The Company uses the Black-Scholes formula to estithe value of stock options granted. The faloe of the options is amortized to
compensation expense on a strailjig-basis over the requisite service periods efdtock awards, which are generally the vestingpds!
The Company has the right to satisfy option exescfsom treasury shares and from authorized bsisued shares.

A summary of compensation cost for stock-based payrarrangements recognized in general and admgiting expense is as follows (in

thousands):
Three Months Ended Six Months Ended
March 31, March 31,
2009 2008 2009 2008
Compensation expen
Stock options $ 1,677 $ 1,46¢ $ 3512 % 3,16¢
Restricted stoc 361 18t 724 547
$ 2,03t $ 1,65 $ 423t $ 3,71

STOCK OPTIONS

The following summarizes the weighted-average apsioms utilized in determining the fair value oftigms granted during the six months
ended March 31, 2009 and 2008:

2009 2008
Risk-free interest rat 1.7% 3.3%
Expected stock volatilit 43.2% 31.1%
Dividend yield .9% 5%
Expected term (in year 5.8 4.8

Risk-Free Interest Rate. The 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 closprige of the Company’s stock based upon histoggpkerience
over a period which approximates the expected tdrthe option.

Dividend Yield. The expected dividend yield is based on the Cawyipaurrent dividend yield.

Expected Term. The expected term of the options granted reptedba period of time that they are expected touistanding. The
Company estimates the expected term of optiongepldrased on historical experience with grantseamacises.
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A summary of stock option activity under the Planthe three and six months ended March 31, 20pgeisented in the following tables:

Three Months Ended March 31, 2009

Weighted-
Weighted- Average Aggregate
Average Remaining Intrinsic
Shares Exercise Contractual Value
Options (in thousands) Price Term (in thousands)
Outstanding at January 1, 20 5,65¢ $ 20.02
Grantec — —
Exercisec (8 16.01
Forfeited/Expired — —
Outstanding at March 31, 20! 5,64¢ $ 20.21 5.9¢ $ 14,48
Vested and expected to vest at March 31, 2009 558t $ 20.1¢ 5.8¢ $ 14,59¢
Exercisable at March 31, 2009 3,83t $ 17.0¢ 457 $ 21,80¢
Six Months Ended
March 31, 2009
Weighted-
Average
Shares Exercise
Options (in thousands) Price
Outstanding at October 1, 20 481¢ $ 20.0z
Grantec 86¢% 21.0%
Exercisec (32) 13.7¢
Forfeited/Expirec (5) 29.1%
Outstanding at March 31, 2009 564¢ $ 20.21

The weighted-average fair value of options graietie first quarter of fiscal 2009 was $8.16. djions were granted in the second
quarter of fiscal 2009.

The total intrinsic value of options exercised dgrthe three and six months ended March 31, 2069804l million and $0.4 million,
respectively.

As of March 31, 2009, the unrecognized compensatis related to the stock options was $14.8 millidhat cost is expected to be
recognized over a weighted-average period of 2arsye

RESTRICTED STOCK
Restricted stock awards consist of the Companyisneon stock and are time vested over 3-5 years. Cidmpany recognizes
compensation expense on a straight-line basistbeeresting period. The fair value of restricteatk awards is determined based on the

closing trading price of the Company’s shares engtant date.
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A summary of the status of the Company’s restristedk awards as of March 31, 2009 and changenglthie six months then ended is
presented below:

Six Months Ended
March 31, 2009

Weighted-
Average
Shares Grant-Date
Restricted Stock Awards (in thousands) Fair Value
Unvested at October 248 % 29.2i
Grantec — —
Vested (66) 29.52
Forfeited — —
Unvested at March 31, 177 $ 30.0¢

As of March 31, 2009, there was $2.9 million oftainrecognized compensation cost related to ctstristock options granted under the
Plan. That cost is expected to be recognized avezighted-average period of 2.0 years.

12. Debt

At March 31, 2009, the Company had the followingerured long-term debt outstanding (in thousands):

Maturity Date Interest Rate
Fixed rate debt
August 15, 200! 5.91% $ 25,00(
August 15, 201. 6.46% 75,00(
August 15, 201- 6.56% 75,00(
Senior credit facility
December 18, 2011 .85%-.92% 280,00(
455,00(
Less long-term debt due within one year 25,00(
Long-term debt $ 430,00(

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

The Company has an agreement with a multi-bankisgtelfor a $400 million senior unsecured creditlfig which matures

December 2011. While the Company has the optidiotmow at the prime rate for maturities of lesatt30 days, the Company anticipe
that the majority of all of the borrowings over tife of the facility will accrue interest at a g@ad over the London Interbank Bank Offered
Rate (LIBOR). The Company pays a commitment feetan the unused balance of the facility. Theagover LIBOR as well as the
commitment fee is determined according to a scased on a ratio of the Company’s total debt td tdpitalization. The spread ranges
from .30 percent to .45 percent over LIBOR depegdin the ratios. At March 31, 2009, the spreat@mowings was .35 percent over
LIBOR and the commitment fee was .075 percent paum. At March 31, 2009, the Company had threaerebf credit totaling $25.9
million under the facility and had $280 million lbowed against the facility with $94.1 million aatle to borrow. The advances bear
interest ranging from 0.85 percent to 0.92 percent.

15




Table of Contents

13.

14.

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

Short-term debt consists of a $105 million unseduiree of credit that will mature January 2010.eT®ompany closed on the agreement
with a five-bank syndicate January 21, 2009. Then@any anticipates that this loan will remain fushdier the entire term and that all
borrowings will accrue interest at a spread oved@@ LIBOR. The spread over LIBOR is determinedoading to the same scale of dek
total capitalization used in the Company’s $40diaril facility which is described in the precedingragraph. The spread over LIBOR for
the new facility has increased to a range of 2qrto 2.75 percent. At March 31, 2009, the sprgathe borrowing was 2.25 percent ¢
LIBOR. Simultaneous with the closing of this fégil the Company entered into an interest-rate swidipthe same maturity and a
notional amount of $105 million. The Company bedisthat the swap will act to fix the annualize@iiest rate of the facility at
approximately 3.17 percent assuming the spreadinsmaf2.25 percent over LIBOR.

The interest rate swap qualifies as a derivativkwaas not designated as a hedging instrument aadcés the Company has not applied
hedge accounting. At the end of each period,ntexést rate swap is recorded in the Consolidatetiénsed Balance Sheet at fair value,
either in other current assets or accrued liabglitand any related gains or losses are recogaizéite Companyg Consolidated Condens
Statement of Income within interest expense. Hirevilue of the interest rate swap liability atfefa31, 2009 was $0.2 million and
interest expense of $0.3 million was recordedtierthree months ended March 31, 2009.

Financial covenants in both facilities require @@mpany to maintain a funded leverage ratio (amddj of less than 50 percent and an
interest coverage ratio (as defined) of not leas th 00 to 1.00. Both facilities contain additibreams, conditions, and restrictions that the
Company believes are usual and customary in unseaabt arrangements for companies that are simikize and credit quality. At
March 31, 2009, the Company was in compliance waiitdebt covenants.

Additionally, as of March 31, 2009, the Company hadecured letters of credit totaling $6.3 millishich were used to obtain surety
bonds for the international operations.

Income Taxes

The Company’s effective tax rate for the first ginnths of fiscal 2009 and 2008 was 40.8 percent3&m@ percent, respectively. The
Company’s effective tax rate for the three montidesl March 31, 2009 and 2008 was 45.6 percent ardp@rcent, respectively. The
effective rate differs from the U.S. federal statytrate of 35.0 percent primarily due to state fmdign taxes.

It is reasonably possible that the amount of threcmgnized tax benefit with respect to certain cogaized tax positions will increase or
decrease during the next 12 months; however, tmep@ay does not expect the change to have a magéfieal on results of operations or
financial position.

Contingent Liabilities and Commitments

In conjunction with the Company’s current drilling construction program, purchase commitmenteépripment, parts and supplies of
approximately $234.6 million are outstanding at 8a81, 2009.
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Various legal actions, the majority of which arisghe ordinary course of business, are pendinge Company maintains insurance ag:
certain business risks subject to certain dedwsibNone of these legal actions are expectedvw® aanaterial adverse effect on the
Company'’s financial condition, cash flows or reswf operations.

The Company is contingently liable to suretiesasprect of bonds issued by the sureties in conmegtith certain commitments entered
into by the Company in the normal course of businéthe Company has agreed to indemnify the ssrédreany payments made by them
in respect of such bonds.

Segment Information

The Company operates principally in the contraiiiry industry. The Company’s contract drilling $iness includes the following
reportable operating segments: U.S. Land, Offstand,International Land. The contract drilling cgg@ns consist mainly of contracting
Company-owned drilling equipment primarily to marand gas exploration companies. The Compapgisary international areas of
operation include Venezuela, Colombia, Ecuadoreatima and other South American countries. Therhattional Land operations have
similar services, have similar types of customepgrate in a consistent manner and have similara@oi and regulatory characteristics.
Therefore, the Company has aggregated its Intemeatland operations into one reportable segmEath reportable segment is a
strategic business unit which is managed separdher includes non-reportable operating segments.

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

» revenues from external and internal customers
»  direct operating costs

» depreciation and

« allocated general and administrative costs

but excludes corporate costs for other depreciatimome from asset sales and other corporate iacomd expense.

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

Segment operating income is a non-GAAP financiagsnee of the Company’s performance, as it exclgéegral and administrative
expenses, corporate depreciation, income from aaset and other corporate income and expense.

The Company considers segment operating income smbmportant supplemental measure of operatinfgipeance by presenting trends
in the Company’s core businesses. This measwsed by the Company to facilitate period-to-pegochparisons in operating
performance of the Company’s reportable segmerntseimggregate. The Company believes that segopenating income is useful to
investors because it provides a means to evalbategerating performance of the segments and thgp@ay on an ongoing basis using
criteria that are used by our internal decision ensk Additionally, it highlights operating trendsd aids analytical comparisons.
However, segment operating income has limitationtsshould not be used as an alternative to opgratsome or loss, a performance
measure determined in accordance with GAAP, agcltides certain
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costs that may affect the Company’s operating perdmce in future periods.

Due to the continued growth of the drilling segnsemter the past few years, the Company re-evalugstedportable segments. With the
growth of the drilling segments, the Real Estatgment has become a smaller percentage of totalesggoperating income. In the
evaluation of segment reporting, the Company detexdithat the total of external revenues reportethb three reportable operating
segments, U.S. Land, Offshore and Internationatll.anomprised more than 75 percent of total conatdid revenue. As a result, the Real
Estate segment previously shown as a reportableesgighas been included with all other non-repoetéiisiness segments. Revenues
included in all other consist primarily of rentatbme. The three and six months ended March 318 B@ve been restated to reflect this
change.

Summarized financial information of the Compangpartable segments for the six months ended MatcBM9, and 2008, is shown in
the following tables:

Segment
External Inter- Total Operating
(in thousands) Sales Segment Sales Income (Loss)

March 31, 2009
Contract Drilling:

U.S. Land $ 889,71¢ $ — % 889,71¢ $ 386,97¢
Offshore 101,81¢ — 101,81¢ 30,541
International Lanc 147,00’ — 147,00’ 7,34¢
1,138,54. — 1,138,54. 424,87
Other 5,51( 441 5,951 (2,357)
1,144,05: 441 1,144,49! 422,51¢
Eliminations — (447 (44) —
Total $ 1,144,054 — 1,144,05. $ 422 51¢

Segment

External Inter- Total Operating

(in thousands) Sales Segment Sales Income

March 31, 2008
Contract Drilling:

U.S. Land $ 712,90° — 712,900 $ 287,58
Offshore 57,07( — 57,07( 7,71
International Lanc 154,35¢ — 154,35¢ 33,90¢
924,33t — 924,33t 329,20t
Other 5,971 437 6,40¢ 2,82
930,30° 437 930,74« 332,03:
Eliminations — (437) (437) —
Total $ 930,30° — 930,30° $ 332,03
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Summarized financial information of the Compageportable segments for the three months endedh\Vgd, 2009, and 2008, is show!

the following tables:

Segment
Operating
External Inter- Total Income
(in thousands) Sales Segment Sales (Loss)
March 31, 2009
Contract Drilling:
U.S. Land $ 414,51 — 41451 $ 192,93(
Offshore 51,33! — 51,33! 15,831
International Land 51,82¢ — 51,82¢ (15,287)
517,67 — 517,67 193,48
Other 2,62¢ 21¢€ 2,844 (1,497)
520,30( 21¢€ 520,51¢ 191,99
Eliminations — (21€) (218) —
Total $ 520,300 — 520,300 $ 191,99
Segment
External Inter- Total Operating
(in thousands) Sales Segment Sales Income
March 31, 2008
Contract Drilling:
U.S. Land $ 365,26 — 365,26: $ 143,74(
Offshore 29,78¢ — 29,78¢ 3,60¢
International Land 75,751 — 75,751 12,75:
470,80¢ — 470,80¢ 160,09
Other 2,83t 224 3,05¢ 1,301
473,64« 224 473,86¢ 161,39¢
Eliminations — (224) (229 —
Total $ 473,64« — 473,64: $ 161,39¢
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The following table reconciles segment operatirapime per the table above to income before incomestand equity in income of

affiliate as reported on the Consolidated Conde&atements of Income.

Segment operating incon
Gain from involuntary conversion of lo-lived asset:
Income from asset sal
Corporate general and administrative costs andocat
depreciatior
Operating incomi

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

Income before income taxes and equity in incomaffifate

Total Assets

U.S. Land
Offshore
International Lanc
Other

Investments and Corporate Operations
Total

20

Three Months Ended

Six Months Ended

March 31, March 31,
2009 2008 2009 2008
(in thousands)

191,99: $ 161,39t $ 422,51¢ $ 332,03:
— — 277 4,81(
2,05t 1,94¢ 2,96¢ 2,78¢
(10,71)) (7,672) (20,007 (15,326
183,33t 155,67( 405,75¢ 324,30
2,15(C 1,22( 3,93¢ 2,33t
(2,559 (4,779 (6,259 (9,609

— 5,47¢ — ,
(28) 18C 10C (43€)
(432) 2,10- (2,21%) (2,099)
182,90¢ $ 157,77. $ 403,54( $ 322,20

March 31, September 30,
2009 2008
(in thousands)

$ 3,011,14 $ 2,660,23.
151,05: 152,49°
431,62¢ 368,65¢
33,38( 35,28t
3,627,20! 3,216,67.
352,61: 371,37:
$ 3,979,811 $ 3,588,04!
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The following table presents revenues from extecnatomers by country based on the location ofisemrovided.

Three Months Ended Six Months Ended
March 31, March 31,
2009 2008 2009 2008
(in thousands)

Operating revenue

United State: $ 458,31¢ % 396,89¢ $ 975,67. $ 774,45
Venezuele — 38,05( 42,94¢ 79,70¢
Colombia 23,59¢ 8,82¢ 43,05¢ 14,79¢
Ecuadot 13,78! 14,22°¢ 26,77: 33,517
Other Foreign 24,60« 15,64: 55,607 27,83¢

Total $ 520,30( $ 473,64 $ 1,144,05 $ 930,30°

16. Pensions and Other Post-retirement Benefits
The following provides information at March 31, 208nd 2008 related to the Company-sponsored darrdefined benefit pension plan.

Components of Net Periodic Benefit Cost

Three Months Ended Six Months Ended
March 31, March 31,
2009 2008 2009 2008
(in thousands)
Interest Cos $ 1217 $ 1,18¢ $ 2,43¢  $ 2,37¢
Expected return on plan ass (1,147 (1,459 (2,299 (2,916
Recognized net actuarial lo — (3) — (6)
Net pension expen: $ 70 $ (272) $ 14C $ (549

Employer Contributions

The Company intends to contribute no less frequehtdn annually an amount at least equal to thérmim contribution required by law.
However, the Company could make discretionary doutions to fund distributions in lieu of liquidati pension assets. The Company
estimates contributions could be at least $5.0anilin fiscal 2009. However, due to the declinghe fair value of pension plan assets

during 2008 and the current adverse conditionkeénejuity, debt and global markets, it is posditde contributions will be greater than
estimated. For the period October 1, 2008 throAgtil 30, 2009, the Company has not made any doutions to the Pension Plan.

Foreign Plan

The Company maintains an unfunded pension plaménod the international subsidiaries. Pension egpavas approximately $90,000
$92,000 for the three months ended March 31, 2002808, respectively. Pension expense was appadely $180,000 and $131,000
for the six months ended March 31, 2009 and 208shactively.

21




Table of Contents

17.

18.

19.

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

Risk Factors

International operations are subject to certaiitipal, economic and other uncertainties not entenga in U.S. operations, including
increased risks of terrorism, kidnapping of empésjeexpropriation of equipment as well as exproipmneof a particular oil company
operator’s property and drilling rights, taxatioolipies, foreign exchange restrictions, currendg fuctuations and general hazards
associated with foreign sovereignty over certagaatin which operations are conducted. There camo lassurance that there will not be
changes in local laws, regulations and administeatéquirements or the interpretation thereof witichld have a material adverse effect
on the profitability of the Company’s operationsoorthe ability of the Company to continue operaion certain areas. For additional
information regarding risks in Venezuela, refeNime 3.

Gain Contingencies

During the first quarter of fiscal 2009, the Compaettled the claim on U.S. Land Rig 178 that eiqrered a fire in August 2007. The
company received $0.3 million as final payment gr@proceeds were recorded as a gain in the Cdasedi Statement of Income.

The Company expects to receive additional insur@noeeeds in connection with the loss of Rig 2@hfiHurricane Katrina in
August 2005 of less than $0.3 million during fis2aD9.

Recently Issued Accounting Standards

In November 2008, the FASB ratified EITF, Issue R8-6,Equity-Method Investment Accounting. EITF 08-6 concludes that the cost
basis of a new equity-method investment would lierdgned using a cost-accumulation mode, which d@ohtinue the practice of
including transaction costs in the cost of invesitrend would exclude the value of contingent cagrsition. Equity-method investment
should be subject to other-than-temporary impaitraealysis. It also requires that a gain or lassdzognized on the portion of the
investor's ownership sold. EITF 8-6 is effectiwe fiscal years beginning after December 15, 20D8e Company is currently evaluating
the impact the adoption of EITF 08-6 may have @nGlnsolidated Financial Statements.

In June 2008, the FASB issued Staff Position (FSFP} 03-6-1,Determining Whether Instruments Granted in Share-Based Payment
Transactions Are Participating Securities, to clarify that all outstanding unvested sharselbpayment awards that contain nonforfeitable
rights to dividends or dividend equivalents, whetb&d or unpaid, are participating securities. efity must include participating
securities in its calculation of basic and dilueainings per share pursuant to the two-class mgthsdiant to SFAS No. 12Barnings per
Share. FSP EITF 03-6-1 is effective for fiscal yeargimming after December 15, 2008. The Company tieeatly evaluating FSP EITF
03-6-1 to determine the impact, if any, on the @tidated Financial Statements.

22




Table of Contents

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

In April 2008, the FASB issued FSP SFAS No. 14D&germining the Useful Life of Intangible Assets (FSP SFAS 142-3). FSP SFAS 142-
3 amends the factors that should be consideredvialdping renewal or extension assumptions useétermine the useful life of a
recognized intangible asset under SFAS 142. T8R B effective for fiscal years beginning aftecBmber 15, 2008, and interim periods
within those years. This FSP must be applied prigpdy to intangible assets acquired after thectffe date. Accordingly, the Company
will adopt FSP SFAS 142-3 in fiscal year 2010.

In February 2008, the FASB issued FASB Staff Positlo. FAS 157-2Effective Date of FASB Satement No. 157 (the FSP). The FSP
amends SFAS No. 15Fair Value Measurements, to delay the effective date of SFAS 157 for noaficial assets and nonfinancial
liabilities, except for items that are recognizediisclosed at fair value in the financial statetsein a recurring basis (that is, at least
annually). For items within its scope, the FSRedethe effective date of SFAS No. 157 to fiscargebeginning after November 15, 2008,
and interim periods within those fiscal years. Twwnpany is currently evaluating the FSP to deteentliie impact, if any, on the
Consolidated Financial Statements.

In December 2007, the FASB issued SFAS No. 14Ejness Combinations and SFAS No. 16(\oncontrolling Interestsin
Consolidated Financial Satements-an amendment of ARB No. 51 . Both of these standards are effective for finahstiatements issued for
fiscal years beginning after December 15, 2008ASNo. 141(R) will be applied prospectively to mess combinations occurring after
the effective date. Earlier application is prolebit The Company is currently evaluating the paaéimhpact of adopting SFAS No. 160
does not expect its adoption to have a significapict on the Consolidated Financial Statement.

On October 1, 2008, the Company adopted EITF IBBue6-11 Accounting for Income Tax Benefits of Dividends on Share-Based

Payment Awards (“EITF 06-11"). EITF 06-11 requires companies ¢éaagnize a realized income tax benefit associatdddividends or
dividend equivalents paid on nonvested equity-diassemployee share-based payment awards thatamged to retained earnings as an
increase to additional paid-in capital. The aduptf EITF 06-11 did not have a material impacttoe Company’s financial position,
results of operations or cash flows.

In April 2009, the FASB issued FSP FAS 107-1 andAX-1,Interim Disclosures about Fair Value of Financial Instruments. The FSP
amends SFAS No. 10Djsclosures about Fair Value of Financial Instrumentsto require disclosure about fair value of finan@strument
in interim financial statements. FSP FAS 107-1 AR® 28-1 is effective for interim and annual pedaending after June 15, 2009 with
early adoption permitted for periods ending afteardh 15, 2009. The Company will include the disales required under this FSP
beginning in the June 30, 2009 Consolidated CoreteRfnancial Statements. The adoption of FSP F&¥S1land APB 28-1 will have no
impact on the Company’s consolidated financial fms;j results of operations or cash flows.

In April 2009, the FASB issued FSP No. FAS 115-8 BAS 124-2Recognition and Presentation of Other-Than-Temporary
Impairments. The Company has determined that only the prongspf FAS 124-2 are currently applicable. FSP Nrd-2 expands and
increases the frequency of existing disclosuresiatiher-than-temporary impairments for debt andgitgcsecurities. 1t is effective for
interim and annual periods ending after June 1892Md will be adopted by the Company beginningpénthird quarter of fiscal 2009.
Management does not currently believe the adomtighis accounting pronouncement will have a matempact on the Company’s
financial condition or operating results.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF MIANCIAL CONDITION AND RESULTS OF OPERATIONS
March 31, 2009

RISK FACTORS AND FORWARD -LOOKING STATEMENTS

The following discussion should be read in conjiorctvith the consolidated condensed financial statets and related notes included
elsewhere herein and the consolidated financigsiants and notes thereto included in the Comp&808 Annual Report on Form 10-K.
The Company'’s future operating results may be &dfbby various trends and factors, which are beybadCompany’s control. These include,
among other factors, fluctuations in natural gas @ude oil prices, early termination of drillingrdracts, forfeiture of early termination
payments under fixed term contracts due to susiainacceptable performance, unsuccessful collecfioeceivables, including Venezuelan
receivables, inability to procure key rig comporseffailure to timely deliver rigs within applicabdgace periods, disruption to or cessation of
business of the Company’s limited source vendofalanicators, currency exchange losses, deter@mratf credit markets, changes in general
economic and political conditions, adverse weatlmaditions including hurricanes, rapid or unexpéatkanges in technologies, and uncertain
business conditions that affect the Company’s lassies. Accordingly, past results and trends shmtlthe used by investors to anticipate
future results or trends. The Company’s risk fescere more fully described in the Company’s 2008#al Report on Form 10-K and
elsewhere in this Form 10-Q.

With the exception of historical information, theatters discussed in Management’s Discussion & Agiglyf Financial Condition and Results
of Operations include forward-looking statementiese forwardeoking statements are based on various assumptibms Company cautiol
that, while it believes such assumptions to beaealsle and makes them in good faith, assumptioostdbture events and conditions almost
always vary from actual results. The differencesMeen good faith assumptions and actual resuttbeanaterial. The Company is including
this cautionary statement to take advantage ofdafe harbor” provisions of the Private Securitiétggation Reform Act of 1995 for any
forwarddooking statements made by, or on behalf of, them@any. The factors identified in this cautionatgtement are important factors (|
not necessarily all important factors) that coddse actual results to differ materially from thespressed in any forward-looking statement
made by, or on behalf of, the Company.

RESULTS OF OPERATIONS

Three Months Ended March 31, 2009 vs. Three MonthEnded March 31, 2008

The Company reported net income of $103.7 mill®8 per diluted share) from operating revenuegs@0.3 million for the second quarter
ended March 31, 2009, compared with net incomel6RH million ($0.96 per diluted share) from opemgtrevenues of $473.6 million for the
second quarter of fiscal year 2008. Net inconmeéHe second quarter of fiscal 2009 includes apprately $1.2 million ($0.01 per diluted
share) of after-tax gains from the sale of asddsincome for the second quarter of fiscal 20@8udes approximately $3.3 million ($0.03 per
diluted share) of after-tax gains from the saleadilable-for-sale securities and approximatel@2$iillion ($0.01 per diluted share) of aftix
gains from the sales of assets.

The following tables summarize operations by bussreegment for the three months ended March 3B, @00 2008. Operating statistics in
the tables exclude the effects of offshore platfamd international management contracts, and dookide reimbursements of “out-of-
pocket” expenses in revenue, expense and margidgyecalculations. Per day calculations for indétional operations also exclude gains and
losses from translation of foreign currency tratisas. Segment operating income is described tailda Note 15 to the financial statements.
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Three Months Ended March 31,
2009 2008
(in thousands, except days and per day amounts)

U.S. LAND OPERATIONS

Revenue! $ 41451 $ 365,26:
Direct operating expens 172,03: 181,75
General and administrative expet 4,27¢ 4,257
Depreciatior 45,27 35,50¢
Segment operating income $ 192,93( $ 143,74(
Revenue day 12,52¢ 14,27
Average rig revenue per d $ 31,38 $ 24,41°
Average rig expense per d $ 12,03C $ 11,557
Average rig margin per de $ 19,35« $ 12,85¢
Rig utilization 72% 94%

U.S. LAND segment operating income increased t@%¥ fnillion for the second quarter of fiscal 20@8npared to $143.7 million in the same
period of fiscal 2008. Revenues were $414.5 mmilhad $365.3 million in the second quarter of fiR09 and 2008, respectively. Included in
U.S. land revenues for the three months ended MatcRB009 and 2008 are reimbursements for “outenkpt” expenses of $21.3 million and
$16.8 million, respectively. Also included in Uland revenues for the second quarter of fiscal 20@@proximately $81.5 million related to
early termination fees and penalties.

The average revenue per day for the second quarliscal 2009 compared to the second quartersg&fi2008 increased $6,969 of which
$6,508 is attributable to the early terminatioratetl revenue. The remaining increase of $46Yasut of higher dayrates for new rigs added
since the second quarter of fiscal 2008 comparethyoates on existing rigs working at March 31,20The increase in average rig expense
per day for the second quarter of fiscal 2009 caegbéo the second quarter of fiscal 2008 is pripahie to increased wages and bonuses in
the field that occurred during the third and fougtrarters of fiscal 2008 as a result of market detvend fixed costs that are incurred regarc
if the rig is working or stacked.

U.S. land rig utilization was 72 percent and 94cpat for the comparable quarters. U.S. land riiyiag days for the second quarter of fiscal
2009 were 12,529 compared with 14,272 for the saenied of fiscal 2008, with an average of 139.2 466.8 rigs working during the second
quarter of fiscal 2009 and 2008, respectively. @eerease in rig days and average rigs workingrigatable to early terminations and other
stacked rigs.

The Company continues to receive early terminatiotices from operators and expects additional lAr&l rigs to become idle. Fixed-term
contracts customarily provide for termination at tection of the customer, with an early termmagayment to be paid to the Company if a
contract is terminated prior to the expirationlué fixed term. In most instances contracts profadedditional payments for demobilization.

The economic slowdown, including the decreaseliar gas prices and deterioration in the creditkets, has had an effect on customer
spending. As a result, some operators are nowiegeontracts. At March 31, 2009, 83 rigs werle @k a result of operators not extending
contracts or exercising early termination optiorithwthe number increasing to 101 at April 30, 2088April 30, 2009, the Company had 87
rigs with term contracts. The Company had 17 cig#tinuing to work in the spot market at April 209, all of which are at risk of being
idled.
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Three Months Ended March 31,
2009 2008
(in thousands, except days and per day amounts)

OFFSHORE OPERATIONS

Revenue! $ 51,33: $ 29,78¢
Direct operating expens 31,40: 21,91¢
General and administrative expet 1,064 1,11
Depreciatior 3,027 3,15¢
Segment operating income $ 15,837 $ 3,60:
Revenue day 79€ 514
Average rig revenue per d $ 48,56: $ 41,20¢
Average rig expense per d $ 26,23: $ 29,14«
Average rig margin per de $ 22,33( $ 12,06¢
Rig utilization 98% 65%

OFFSHORE revenues include reimbursements for “fyicket” expenses of $6.8 million and $3.3 millifam the three months ended
March 31, 2009 and 2008, respectively.

Segment operating income increased in the secoardegwf fiscal 2009 compared to the second quaftéiscal 2008, primarily as a result of
three rigs working in the second quarter of fis2@09 that were not working in the second quartdischl 2008. One of the rigs working in
fiscal 2009 is located in Trinidad. The increasigdactivity also increased revenue days for the tamparable quarters.

At March 31, 2009, the Company had all of its nitetform rigs working.

The Offshore segment has also been affected bgdtweomic slowdown. The Company currently expédutset of its nine offshore rigs to be
released from their current contracts during thelthuarter and those rigs could remain idle thtothge remainder of fiscal 2009.

Three Months Ended March 31,
2009 2008
(in thousands, except days and per day amounts)

INTERNATIONAL LAND OPERATIONS

Revenue! $ 51,82¢ $ 75,75%
Direct operating expens 59,781 50,12¢
General and administrative expel 784 1,30(
Depreciatior 6,54( 11,57¢
Segment operating income (loss) $ (15,287 $ 12,75:
Revenue day 2,05( 1,79¢
Average rig revenue per d $ 23,397 $ 39,69¢
Average rig expense per d $ 27,48: $ 25,29¢
Average rig margin per de $ (4,080 $ 14,39¢
Rig utilization 81% 73%
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INTERNATIONAL LAND segment operating loss for thecond quarter of fiscal 2009 was $(15.3) millioompared to operating income of
$12.8 million in the same period of fiscal 2008ig Btilization for international land operations sv@1 percent for the second quarter of fiscal
2009, compared with 73 percent for the second quaftfiscal 2008. During the current quarter aaerage of 22.8 rigs worked compared t
average of 19.7 rigs in the second quarter of fid888. During late fiscal 2008 and during thetfisix months of fiscal 2009, three new
FlexRigs began work and an additional three haes lbempleted and are expected to begin work icdineent fiscal year. One additional
FlexRig has been completed and may be directed totarnational location.

As further discussed in Note 3 to the Consolid@eddensed Financial Statements, the Company detedntiat as of the beginning of the
second quarter of fiscal 2009 and forward, theaast in Venezuela, PDVSA, no longer meets the neeeacognition criteria as collectability
is uncertain. As a result of this change, reveanaverage revenue per day decreased in the squartdr of fiscal 2009 compared to fiscal
2008.

Revenues in the second quarter of fiscal 2009 dserk$23.9 million compared to the second quaftésaal 2008 with Venezuela
contributing $38.1 million to the decrease. Exahgdthe revenue recognition change in Venezuetirtbrease in utilization of existing rigs
and the addition of the new FlexRigs contributethternational land revenue increasing. Includethiernational land revenues for the three
months ended March 31, 2009 and 2008 are reimberssnor “out-of-pocket” expenses of $3.9 milliomde$4.5 million, respectively.

Depreciation decreased to $6.5 million for the selcguarter of fiscal 2009 compared to $11.6 milfionthe second quarter of fiscal 2008.
Depreciation and operating income for the quameied March 31, 2008 were negatively impacted bgdjustment of approximately $5.9
million, related to prior years’ depreciation.

Subsequent to the end of the second quarter @l 09, one international land rig was releasedrbgperator and was idle at April 30, 20!
Additionally, the ability to collect accounts reeables in U.S. dollars from PDVSA, has deterioratethe point that the Company has decided
to discontinue work as contracts expire. At MaBéh2009, the receivable from PDVSA was approxitges@3.6 million. All of the

Company'’s eleven rigs were active in Venezuelamdutine first quarter; however, by the end of theoge quarter of fiscal 2009, seven of the
rigs were active. It is expected that further atisas will idle a total of seven rigs in that ctnyrby the end of April 2009. The Company will
continue these and other efforts until satisfacflmyments have been received. If payments areeneived, the Company expects the
remaining four rigs will be idle by the end of Augy2009.

RESEARCH AND DEVELOPMENT

For the three months ended March 31, 2009, the @agnmcurred $2.2 million research and developregpenses related to ongoing
development of a Rotary Steerable System. The Coyngaticipates research and development expensgstofapproximately $2.5 million in
the third quarter of fiscal 2009.

OTHER

General and administrative expenses increasedgd $dillion in the second quarter of fiscal 2008nfr $14.1 million in the second quarter of
fiscal 2008. The $2.3 million increase is primadue to additions in employee count during fi2@08 that has resulted in an increase in
employee compensation, including taxes and benebtapared to the same period in fiscal 2008. Alsceasing in the second quarter of
fiscal 2009 were professional services associatddthe FCPA investigation discussed further intPlaitem 1, Legal Proceedings.
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Interest expense was $2.6 million and $4.8 milliothe second quarter of fiscal 2009 and 2008, aetbyely. Capitalized interest, all
attributable to the Company'’s rig construction, Bas7 million and $1.2 million for the three mon#rsded March 31, 2009 and 2008,
respectively. Interest expense before capitaliztiest decreased $1.7 million during the secaradtgr of fiscal 2009 compared to the second
quarter of fiscal 2008 primarily due to reducectiest rates on borrowings under the credit facility

Income from the sale of investment securities wa$ illion, $3.3 million after-tax ($0.03 per did share) in the second quarter of fiscal
2008. There were no sales of investment secuiitifee second quarter of fiscal 2009.

Six Months Ended March 31, 2009 vs. Six Months EndeMarch 31, 2008

The Company reported net income of $249.0 milli2.84 per diluted share) from operating revenuelgf44.1 million for the six months
ended March 31, 2009, compared with net income26B%® million ($1.98 per diluted share) from opemgtrevenues of $930.3 million for the
first six months of fiscal year 2008. Includechigt income are after-tax gains from the sale aétassf approximately $1.7 million ($0.02 per
diluted share) for the six months ended March 8092 compared to approximately $1.8 million ($0p@&t diluted share) for the six months
ended March 31, 2008. Net income for the firstrsbnths of fiscal 2008 includes $3.4 million ($/8& diluted share) of after-tax gains from
the sale of available-for-sale securities. Thepeals from the sale of securities in the six moattding March 31, 2008 were used to fund
capital expenditures. Also included in net incdiorefiscal 2008 is approximately $3.1 million ($8.per diluted share) of after-tax gains from
involuntary conversion of long-lived assets compaceapproximately $0.2 million of after-tax gaiinem involuntary conversion of long-lived
assets in fiscal 2009.

The following tables summarize operations by bussreegment for the six months ended March 31, 2662008. Operating statistics in the
tables exclude the effects of offshore platform enternational management contracts, and do ntidecreimbursements of “out-of-pocket”
expenses in revenue, expense and margin per dayla#dns. Per day calculations for internatiomaérations also exclude gains and losses
from translation of foreign currency transactiol®egment operating income is described in detaildte 15 to the financial statements.

Six Months Ended March 31,
2009 2008
(in thousands, except days and per day amounts)

U.S. LAND OPERATIONS

Revenue! $ 889,71¢ $ 712,90°
Direct operating expens 405,33¢ 347,32.
General and administrative expet 8,701 8,651
Depreciatior 88,70( 69,35!
Segment operating income $ 386,97¢ $ 287,58:
Revenue day 28,85: 28,15¢
Average rig revenue per d $ 28,94 $ 24,21
Average rig expense per d $ 12,15 $ 11,23:
Average rig margin per de $ 16,78¢ $ 12,98:
Rig utilization 83% 94%

U.S. LAND segment operating income in the firstisi@nths of fiscal 2009 increased to $387.0 milfimm $287.6 million in the first six
months of fiscal 2008.
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Revenues were $889.7 million in the first six mantii fiscal 2009, compared with $712.9 million retsame period of fiscal 2008. Include
U.S. land revenues for the six months ended Mat¢l2309 and March 31, 2008 are reimbursementsoiat-6f-pocket” expenses of $54.7
million and $31.1 million, respectively. Also inclad in U.S. land revenues for fiscal 2009 is apnakely $100 million related to early
termination fees and penalties.

The average revenue per day for the six monthsceltdech 31, 2009 compared to the six months endactM31, 2008 increased $4,728 of
which $3,465 is attributable to the early termioatrelated revenue. The remaining increase of6Bli2due to higher dayrates for new rigs
added since the second quarter of fiscal 2008 coedpta dayrates on existing rigs working at Marédh2008. The increase in average rig
expense per day for the first six months of fi2209 compared to the same period of fiscal 20@8iisarily due to increased wages and
bonuses in the field that occurred during fiscdd&@s a result of market demand.

For the six months ended March 31, 2009, depreciaticreased $19.3 million from the six months ehiftarch 31, 2008. The increase is due
to the increase in available rigs as new FlexRigeevplaced in service.

U.S. land rig revenue days for the first six mordh2009 were 28,851 compared with 28,159 for #raes period of 2008, with an average of
158.5 and 153.9 rigs working during the first simnths of fiscal 2009 and 2008, respectively.

Six Months Ended March 31,
2009 2008
(in thousands, except days and per day amounts)

OFFSHORE OPERATIONS

Revenue! $ 101,81¢ $ 57,07(
Direct operating expens 63,16 41,12¢
General and administrative expel 2,11¢ 2,21
Depreciatior 5,991 6,01%
Segment operating income $ 30,547 % 7,715
Revenue day 1,531 974
Average rig revenue per d $ 50,72( $ 41,501
Average rig expense per d $ 27,78t % 28,20°
Average rig margin per de $ 22,93 % 13,29¢
Rig utilization 94% 60%

U.S. OFFSHORE operating revenues, direct operapgnses and segment operating income increased digher activity. Included in
offshore revenues for the six months ended Mar¢t23Q9 and March 31, 2008 are reimbursements fat-66-pocket” expenses of $12.2
million and $6.2 million, respectively. Segmentegting income increased to $30.5 million in thretfsix months of fiscal 2009 from $7.7
million in the first six months of fiscal 2008. drdlays were 1,531 and 974 for the first six mowfifscal 2009 and 2008, respectively. The
increase in days is primarily due to three rigppreng for work under new contracts in fiscal 2@08t were working during the six months
ended March 31, 2009. One of the rigs working $cdl 2009 is located in Trinidad. The increasedhdtivity also increased revenue days for
the two comparable periods.

At March 31, 2009, the Company had all of its rfetform rigs working.
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Six Months Ended March 31,
2009 2008
(in thousands, except days and per day amounts)

INTERNATIONAL LAND OPERATIONS

Revenue! $ 147,000 $ 154,35¢
Direct operating expens 125,43! 100,91:
General and administrative expet 1,48( 2,23¢
Depreciatior 12,74¢ 17,30:
Segment operating income $ 7,34¢ $ 33,90¢
Revenue day 4,43: 3,77¢
Average rig revenue per d $ 30,56¢ $ 36,98
Average rig expense per d $ 25,78: $ 22,70
Average rig margin per de $ 4,78¢ $ 14,277
Rig utilization 89% 7%

INTERNATIONAL LAND segment operating income in tfiest six months of fiscal 2009 was $7.3 milliomnepared to $33.9 million in the
same period of 2008.

As further discussed in Note 3 to the Consolid@eddensed Financial Statements, the Company detedntinat as of the beginning of the
second quarter of fiscal 2009 and forward, thearast in Venezuela, PDVSA, no longer meets the nege@acognition criteria as collectability
is uncertain. As a result of this change, reveangtaverage revenue per day decreased in thsifnstonths of fiscal 2009 compared to the
same period of fiscal 2008.

Rig utilization for international land operationgeaaged 89 percent for the first six months ofdiR009, compared with 77 percent for the first
six months of fiscal 2008. An average of 24.5 rgsked during the first six months of fiscal 20@8mpared to 20.7 rigs in the first six
months of fiscal 2008. International revenues v§dr47.0 million and $154.4 million in the first sixonths of fiscal 2009 and 2008,
respectively. The decrease in revenue of $7.4omii comprised of a decrease in Venezuela of $868hich $38.1 was due to the change in
revenue recognition, and an increase in otherilmesiof $29.4 million. The increase is primarityridoutable to three new FlexRigs working in
international locations during fiscal 2009. Inchddin international land revenues for the six memhded March 31, 2009 and 2008 are
reimbursements for “out-of-pocket” expenses of $Iillion and $14.7 million, respectively.

Depreciation decreased for the six months endeaivat, 2009 compared to the same period endingMzitc 2008 because the quarter er
March 31, 2008 included an adjustment of approxéhye$5.9 million related to prior years’ depreabeii

OTHER

General and administrative expenses increasedlt® $3illion in the first six months of fiscal 206@m $28.0 million in the first six months
fiscal 2008. The $3.6 million increase is primaalttributable to additions in employee count dgrfiscal 2008 that has resulted in an increase
in employee compensation, including taxes and liisnebmpared to the same period in 2008. Alseeiasing in fiscal 2009 were professional
services associated with the FCPA investigation.
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Interest expense was $6.3 million and $9.6 milflamnthe six months ended March 31, 2009 and 20&hectively. Although advances on the
credit facility to fund capital expenditures incsed, interest expense before capitalized inteexsedsed $3.0 million for the six months ended
March 31, 2009, compared to the six months endedial, 2008 due to reduced interest rates. Duhiege same comparable periods,
capitalized interest related to the Company’s dgstruction increased $0.4 million.

In the first six months of fiscal 2008, income frohe sale of investment securities was $5.6 milli&$4 million after—tax ($0.03 per diluted
share) from the sale of available-for-sale investisie There have been no sales of available-farigakstments in fiscal 2009.

In the first six months of fiscal 2008, the Compaegorded income of approximately $4.8 million framaoluntary conversion of long-lived
assets as a result of insurance proceeds on Rithav®as lost in a well blowout fire in the foudharter of fiscal 2007. The Company settled
the claim in fiscal 2009 and recorded $0.3 millama gain in the Consolidated Condensed Staterhémtame.

LIQUIDITY AND CAPITAL RESOURCES

Liquidity

Cash and cash equivalents increased to $126.4madli March 31, 2009 from $121.5 million at Septent0, 2008. The following table
provides a summary of cash flows for the six-mgrghod ended March 31, (in thousands):

2009 2008
Net Cash provided (used) k
Operating activitie: $ 490,48t $ 263,25!
Investing activities (533,79() (301,779
Financing activitie: 48,16 40,04(
Increase in cash and cash equivalents $ 486 $ 1,521

Operating activities

Cash flows from operating activities were $490.8iam for the six months ended March 31, 2009 coregdo $263.3 million the same period
ended March 31, 2008. The increase in cash provided operating activities is primarily due to thet effect of increases in net income,
deferred income tax expense and depreciation aswagels during the comparable six month periodsdnw@ats payable. Depreciation increa
to $111.9 million for the six months ended March 3009 compared to $95.9 million during the six thsrended March 31, 2008 as a resu
additional rigs being placed into service durirsgéil 2008 and 2009. Accounts payable increasadesult of increased capital spending
associated with the construction of FlexRigs.

Investing activities

Capital expenditures increased $204.2 million pripattributable to the increased cadence in bogchew FlexRigs. Five additional
FlexRigs were completed in the six months endedc&d, 2009 compared to the same period of fiSe@82 Proceeds from involuntary
conversion of long-lived assets decreased $8.20mi#ls insurance claims from 2005 and 2007 wereateld during fiscal 2008. Proceeds
from the sale of assets and investments decre&sgdrilion. In fiscal 2009, $12.5 million was insted in short-term investments.

Financing activities

The Company’s net proceeds from long-term debtrantels payable totaled $58.3 million in the first sionths of fiscal 2009 compared to
$35.0 million in the first six months of fiscal 200 Comparing the six months ended March 31, 26G8d¢ same period at March 31, 2008, the
Company had a decrease in proceeds from the eza@fs&ock options and the excess tax benefit took-based compensation of $7.9
million and $6.1 million, respectively and dividenithcreased $1.2 million.
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Other Liquidity

Funds generated by operating activities, availah#h and cash equivalents, and credit facilitiegicoe to be the Company'’s significant
sources of liquidity. The Company believes theseces of liquidity will be sufficient to sustaiperations and finance estimated capital
expenditures, including rig construction, for fisg@09. If the Company is unable to meet currdatigations, portfolio securities may be sold.
There can be no assurance that the Company wilineento generate cash flows at current levelsbtaio additional financing. The
Company’s indebtedness totaled $560 million at M&t, 2009. For additional information regardirgptiagreements, refer to Note 12 Notes
Payable and Long-term Debt of the Consolidated €nsed Financial Statements.

Backlog

The Company'’s contract drilling backlog, being éxpected future revenue from executed contracts evigyinal terms in excess of one year,
as of May 1, 2009 and October 31, 2008 was $2lipmiand $3.4 billion, respectively. The decreisthe Company’s backlog from

October 31, 2008 to May 1, 2009 is primarily du¢h® expiration and termination of long-term coatsa Approximately 81.9 percent of the
May 1, 2009 backlog is not reasonably expectecethilled in fiscal 2009. Term contracts customagtovide for termination at the election of
the customer with an “early termination paymentbeopaid to the Company if a contract is termingteolr to the expiration of the fixed term.
However, under certain limited circumstances, sagHestruction of a drilling rig, bankruptcy, sustal unacceptable performance by the
Company, or delivery of a rig beyond certain grand/or liquidated damage periods, no early terrangtayment would be paid to the
Company. In addition, a portion of the backlogresents term contracts for new rigs that will bestonucted in the future. The Company
obtains certain key rig components from a singlénoited number of vendors or fabricators. Certafithese vendors or fabricators are thinly
capitalized independent companies located on tkasT&ulf Coast. Therefore, disruptions in rig comgnt deliveries may occur.
Accordingly, the actual amount of revenue earney waay from the backlog reported. See the riskdiecunder “Iltem 1A. Risk Factorgf the
Company’s Annual Report on Form 10-K, filed witketSecurities and Exchange Commission on Novemhe2(B, regarding fixed term
contract risk, operational risks, including weatteard vendors that are limited in number and thi=gitalized.

The following table sets forth the total backlogrbportable segment as of May 1, 2009 and Octobe2@)8, and the percentage of the May 1,
2009 backlog not reasonably expected to be filtefiscal 2009:

Reportable Total Backlog Percentage Not Reasonably
Segment 05/01/200¢ 10/31/200€ Expected to be Filled in Fiscal 200!
(in billions)
U.S. Land $ 2251 $ 2.87¢ 80.7%
Offshore A7% 19¢ 86.7%
International Lanc .282 .29¢ 87.€%
$ 2.70¢ $ 3.37¢

Capital Resources

During the six months ended March 31, 2009, the g announced commitments to build 13 new FlexRigcations in the United
States. These 13 contracts have term duratioggngufrom three to four years. These 13, alongpwhie 127 rigs announced in fiscal years
2005 through 2008 brings the Company’s commitmenmgstotal of 140 new FlexRigs. Eight of these hé@ rigs were contracted for work in
International Land operations and the remainingih32.S. Land operations. The drilling services performed on a daywork contract basis.
Through the end of the second fiscal quarter 0820@2 rigs were completed for delivery, and 111hef122 had begun field operations. The
remaining rigs are expected to be completed betttkof the second quarter of fiscal 2010.
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Capital expenditures were $525.9 million and $32iillon for the first six months of fiscal 2009 @2008, respectively. Capital expenditures
increased from 2008 primarily due to the Compawyisent construction program of new FlexRigs. @itlee Company’s commitments with
suppliers, the capital expenditure estimate is@pprately $850 million for fiscal 2009, includin@estruction of new FlexRigs.

There were no other significant changes in the Gomwis financial position since September 30, 2008.

MATERIAL COMMITMENTS

Material commitments as reported in the Compan@832Annual Report on Form 10-K have not changendifsogntly at March 31, 2009.
CRITICAL ACCOUNTING POLICIES

The Company’s accounting policies that are “crifica the most important to understand the Compaifiylancial condition and results of
operations and that require management of the Coyngamake the most difficult judgments are destim the Company’s 2008 Annual
Report on Form 10-K. There have been no matehni@hges in these critical accounting policies othan the adoption of SFAS No. 157,
SFAS No. 159, and EITF 06-11 on October 1, 200Be ddoption of these did not have a material impadhe Company’s financial position,
results of operations or cash flows. The additialieclosures required by SFAS No. 157 are includddote 9, Fair Value Measurements.

RECENTLY ISSUED ACCOUNTING STANDARDS

In November 2008, the FASB ratified EITF, Issue R8-6,Equity-Method | nvestment Accounting . EITF 08-6 concludes that the cost basis of
a new equity-method investment would be determirgdg a cost-accumulation mode, which would comtithe practice of including
transaction costs in the cost of investment anddvexclude the value of contingent considerati&quity-method investment should be sub

to other-than-temporary impairment analysis. $bakequires that a gain or loss be recognized @paintion of the investor’'s ownership sold.
EITF 08-6 is effective for fiscal years beginnirftea December 15, 2008. The Company is currentdfueating the impact the adoption of
EITF 08-6 may have on the Consolidated Financialeébtents.

In June 2008, the Financial Accounting Standardsr@¢‘FASB”) issued Staff Position (FSP) EITF 03@etermining Whether Instruments
Granted in Share-Based Payment Transactions Are Participating Securities, to clarify that all outstanding unvested shareeobpayment

awards that contain nonforfeitable rights to divide or dividend equivalents, whether paid or unpaid participating securities. An entity
must include participating securities in its cadtidn of basic and diluted earnings per share puntsto the two-class method pursuant to SFAS
No. 128,Earnings per Share. FSP EITF 03-6-1 is effective for fiscal yeargimming after December 15, 2008. The Company iseatly
evaluating FSP EITF 03-6-1 to determine the impéetyy, on the Consolidated Financial Statements.

In April 2008, the FASB issued FSP SFAS No. 14P&germining the Useful Life of Intangible Assets (FSP SFAS 142-3). FSP SFAS 142-3
amends the factors that should be considered ielowg renewal or extension assumptions usedtermée the useful life of a recognized
intangible asset under SFAS 142. This FSP is &ftefor fiscal years beginning after December2@)8, and interim periods within those
years. This FSP must be applied prospectivelytemigible assets acquired after the effective dAteordingly, the Company will adopt F¢
SFAS 142-3 in fiscal year 2010.
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In February 2008, the FASB issued FASB Staff Pasitiio. FAS 157-2Effective Date of FASB Satement No. 157 (the FSP). The FSP amer
SFAS No. 157Fair Value Measurements, to delay the effective date of SFAS 157 for noaficial assets and nonfinancial liabilities, exdep
items that are recognized or disclosed at fairevauthe financial statements on a recurring b@sat is, at least annually). For items within its
scope, the FSP defers the effective date of SFASLBEIBto fiscal years beginning after November2lH)8, and interim periods within those
fiscal years. The Company is currently evaluathmgESP to determine the impact, if any, on the Glishsted Financial Statements.

In December 2007, the FASB issued SFAS No. 141gB3ness Combinations and SFAS No. 16(\oncontrolling Interestsin Consolidated
Financial Satements-an amendment of ARB No. 51 . Both of these standards are effective for finalhstatements issued for fiscal years
beginning after December 15, 2008. SFAS No. 14W(iR}e applied prospectively to business combore occurring after the effective date.
Earlier application is prohibited. The Compangusrently evaluating the potential impact of adogtSFAS No. 160 but does not expect its
adoption to have a significant impact on the Cadsttd Financial Statement.

In February 2007, the FASB issued SFAS No. I%@,Fair Value Option for Financial Assets and Financial Liabilities. SFAS No. 159
permits companies to choose to measure many fiabinstruments and certain other items at fair @allthe objective is to improve financial
reporting by providing companies with the opportud mitigate volatility in reported earnings cadsy measuring related assets and
liabilities differently without having to apply cgstex hedge accounting provisions. SFAS No. 15fisctive for fiscal years beginning after
November 15, 2007. Companies are not allowed opHFAS No. 159 on a retrospective basis unlessthoose early adoption. T
Company adopted SFAS No. 159 on October 1, 20@Bdahnot elect the fair value option for eligitilems that existed at the date of
adoption.

In September 2006, the FASB issued SFAS No. E&if,Value Measurements. SFAS No. 157 establishes a single definitiofagfvalue and
a framework for measuring fair value, sets outivialue hierarchy to be used to classify the sewftinformation used in fair value
measurements, and requires new disclosures okamseiabilities measured at fair value basedeir tevel in the hierarchy. This statement
applies under other accounting pronouncementgélaire or permit fair value measurements. In &aly 2008, the FASB issued FSPs

No. 157%-1 and No. 157-2, which, respectively, removediteptransactions from the scope of SFAS No. 157defdrred for one year the
effective date for SFAS No. 157 as it applies tdaie nonfinancial assets and liabilities. On ®etol, 2008, the Company adopted, on a
prospective basis, the SFAS No. 157 definitionadf ¥alue and became subject to the new disclaggreirements (excluding FSP 157-2) with
respect to our fair value measurements of (a) nanfiial assets and liabilities that are recognaedisclosed at fair value in our financial
statements on a recurring basis (at least annually)b) all financial assets and liabilities. Euwwoption did not impact the consolidated
financial position or results of operations. Thiglitional disclosures required by SFAS No. 157iackuded in Note 9Fair Value
Measurements .

The deferral provided by FSP No. 157-2 applieautthstems as nonfinancial assets and liabilitié$alty measured at fair value in a business
combination (but not measured at fair value in sghent periods) and nonfinancial long-lived assetigs measured at fair value for an
impairment assessment. The Company is currendijuating the impact FSP No. 157-2 will have on imaricial assets and liabilities that are
measured at fair value, which are recognized alaigd at fair value on a nonrecurring basis.
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On October 1, 2008, the Company adopted EITF IBkue6-11 Accounting for Income Tax Benefits of Dividends on Share-Based Payment
Awards (“EITF 06-11"). EITF 06-11 requires companies éoagnize a realized income tax benefit associatdddividends or dividend
equivalents paid on nonvested equity-classifiedleyge share-based payment awards that are chargethined earnings as an increase to
additional paid-in capital. The adoption of EIT&-01 did not have a material impact on the Compafigancial position, results of operations
or cash flows.

In April 2009, the FASB issued FSP FAS 107-1 andA8-1,Interim Disclosures about Fair Value of Financial Instruments. The FSP
amends SFAS No. 10Djsclosures about Fair Value of Financial Instruments to require disclosure about fair value of finan@mstruments in
interim financial statements. FSP FAS 107-1 an@A&B-1 is effective for interim and annual periagling after June 15, 2009 with early
adoption permitted for periods ending after Marh2009. The Company will include the disclosuesguired under this FSP beginning in the
June 30, 2009 Consolidated Condensed FinanciarS¢aits. The adoption of FSP FAS 107-1 and APB 28thave no impact on the
Company’s consolidated financial position, resafteperations or cash flows.

In April 2009, the FASB issued FSP No. FAS 115-8 BAS 124-2Recognition and Presentation of Other-Than-Temporary Impairments .

The Company has determined that only the provisidfisAS 124-2 are currently applicable. FSP Nal-2Z2xpands and increases the
frequency of existing disclosures about other-tteanporary impairments for debt and equity secwiti is effective for interim and annual
periods ending after June 15, 2009 and will be tetbpy the Company beginning in the third quartdiscal 2009. Management does not
currently believe the adoption of this accountimgnmuncement will have a material impact on the Gany’s financial condition or operating
results.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
For a description of the Company’s market riskg, se

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

* “ltem 7A. Quantitative and Qualitative Disclosurgisout Market Risk” in the Company’s 2008 Annual Repn Form 10-K filed
with the Securities and Exchange Commission on Ndpez 26, 2008;

* Note 8 and Note 12 to the Consolidated CondensaghEial Statements contained in Item 1 of Parrédfewith regard to interest
rate risk are incorporated herein by reference; and

* Note 3 and Note 17 to the Consolidated CondenseahEial Statements contained in Item 1 of Parrédfewith regard to credit ris
and foreign currency exchange rate risk are inaaed herein by reference.

ITEM 4. CONTROLS AND PROCEDURES

As of the end of the period covered by this repamtevaluation was performed with the participattbthe Company’s management, including
the Chief Executive Officer and Chief Financial iodfr, of the effectiveness of the design and ojmraif the Company’s disclosure controls
and procedures. Based on that evaluation, the @oyipmanagement, including the Chief Executiveg@ffand Chief Financial Officer,
concluded that the Company’s disclosure controts@ncedures were effective as of March 31, 2008nsuring that information required to
be disclosed by the Company in the reports it fllesubmits under the Securities Exchange Act 8#1i8 recorded, processed, summarizec
reported within the time periods specified in teC3s rules and forms. There have been no chamgixeiCompany’s internal controls over
financial reporting that occurred during the mestant fiscal quarter that have materially affectedare reasonably likely to materially affect,
the Company’s internal controls over financial nejpg.

36




Table of Contents
PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

In the Company’s 2008 Annual Report on Form 10k€, Company disclosed that in connection with then@any’s Foreign Corrupt Practices
Act training, questions were raised about the iggaf certain past payments by one of the Compssybsidiaries in connection with the
passage of materials through customs in Latin Araerin consultation with the Audit and Governa@gemmittees of the Board of Directors,
the Company engaged outside counsel and outsidelaiznts to review these payments, other trangextbthe subsidiary, and transaction
certain of the Company’s other operations in Latmerica. The Company contacted the SecuritiesEamthange Commission and the
Department of Justice to inform them of this matéerd has cooperated fully with these governmenitiiorities.

The potential damages and penalties the Companiytrimigur if it was determined that it violated thereign Corrupt Practices Act (“FCPA”)
include civil penalties of up to $10,000 per vidatof the anti-bribery provisions and criminal péires of up to the greater of $2 million per
violation or twice the gross pecuniary gain reswgjtirom any improper conduct and other sanctiohgompany that knowingly commits a
violation of the accounting provisions can be fingdto $25 million. It is also possible that gawaental agencies could require that the
Company enter into a criminal plea agreement, dedgprosecution agreement, or other settlementiwtould include monitoring
requirements and potentially other sanctions.

Outside counsel has completed its Latin Americarere and the Company is now in the preliminary setagf discussions with the
Enforcement Staff of the Securities and Exchanga@izsion and with the Department of Justice abowraicable resolution of this matter.
The Company cannot predict the outcome of thosmud&ons. However, based on the results of thep@agis investigation, the status of the
preliminary discussions with the Department of ibeésand the Securities and Exchange Commissiontrenexpectations of the Company’s
external FCPA legal counsel, the Company belieheretis no basis to predict that the fines and Ifiesavill be material to the Company or its
financial statements. This belief is based ontdted nature and amount of the questionable paysrtbiat the investigation uncovered, the fact
that the matter was voluntarily disclosed by thenpany, and the Company’s ongoing cooperation wighQepartment of Justice and the
Securities and Exchange Commission.

ITEM 1A. RISK FACTORS

International operations are subject to certaiiitipal, economic and other uncertainties not entenga in U.S. operations, including increased
risks of terrorism, kidnapping of employees, expiaton of equipment as well as expropriation gfaaticular oil company operator’s property
and drilling rights, taxation policies, foreign dsange restrictions, currency rate fluctuations gewderal hazards associated with foreign
sovereignty over certain areas in which operatamesconducted. There can be no assurance thattfienet be changes in local laws,
regulations and administrative requirements oliriterpretation thereof which could have a mateadlerse effect on the profitability of the
Company’s operations or on the ability of the Comp#o continue operations in certain areas.

Because of the impact of local laws, the Compahytisre operations in certain areas may be condubtedigh entities in which local citizens
own interests and through entities (including jaientures) in which the Company holds only a mitydriterest or pursuant to arrangements
under which the Company conducts operations urmigract to local entities. While the Company bedigthat neither operating through such
entities nor pursuant to such arrangements would hanaterial adverse effect on the Company’s éipasaor revenues, there can be no
assurance that the Company will in all cases be t@bétructure or restructure its operations tdawon to local law (or the administration
thereof) on terms acceptable to the Company.
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Venezuela continues to experience significant jgaliteconomic and social instability. In the evthat extended labor strikes occur or turmoil
increases, the Company could experience shortadabar and/or materials and supplies necessaspedaate some or all of its Venezuelan
drilling rigs, which could have a material adveestect on the Company’s business, financial coandiind results of operations.

During the mid-1970s, the Venezuelan governmenonalized the exploration and production busindsre recently, Venezuela has
nationalized some industries unrelated to theeddfservices industry. At the present time it &ppehe Venezuelan government will not
nationalize the contract drilling business. Anylsnationalization could result in the Company’sslo$ all or a portion of its assets and
business in Venezuela.

Although the Company attempts to minimize the ptdeimpact of such risks by operating in more tloae geographical area, during the six
months ended March 31, 2009, approximately 13 peiaiethe Company’s consolidated operating revenvese generated from the
international contract drilling business. During &ix months ended March 31, 2009, approximatelged8ent of the international operating
revenues were from operations in South Americasgmtoximately 62 percent of South American opegatévenues were from Venezuela
Colombia.

Reference is made to the risk factors pertainingutoency devaluation risk and receivable balamt&&nezuela, interest rate risk and the
Company'’s securities portfolio in Item 1A of Partflthe Company’s Form 10-K for the year ended &mjpier 30, 2008. In order to update
these risk factors for developments that have @edwiuring the first six months of fiscal 2009, tiek factors are hereby amended and upc
by reference to, and incorporation herein of, N@€s, 8, 12 and 17 to the Consolidated CondensehEial Statements contained in Item 1 of
Part | hereof.

Except as discussed above, there have been naahatemges to the risk factors disclosed in Itekoi Part 1 in our Form 10-K for the year
ended September 30, 2008.

ITEM 4. SUBMISSION OF MATTERS TO A VOTEROSECURITY HOLDERS

The Annual Meeting of Stockholders of Helmerich &MRe, Inc. was held on March 4, 2009. ProxiedHermeeting were solicited by and on
behalf of the Board of Directors of Helmerich & Pay Inc., and there was no solicitation in oppogito such solicitation. The matter
presented for vote received the following for arithiveld votes as noted below:

To elect three Directors comprising the class a&Btors of the Company known as the “Third Class d three-year term expiring in
2012. Each of the nominees for directorship wastel by the affirmative vote of a plurality of thleares of voted common stock.
The number of votes for and withheld from each Qiog respectively, were as follows: W. H. Helm#bridl 86,368,597 for and
8,684,865 shares withheld; Francis Rooney 92,38%@&0and 2,663,661 shares withheld; and Edwargut, Jr. 90,350,191 for and
4,703,270 withheld. There were no broker non-votesther abstentions. The other Directors whosa t# office as Director
continued after the meeting are Hans Helmerichli&il L. Armstrong, John D. Zeglis, Paula Marshaltld&rRandy A. Foutch.
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The following documents are included as exhibitthte Form 10-Q. Those exhibits below incorporaigdeference herein are indicated as

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

Exhibit

Number Description

10.1 Amended form of Nonqualified Stock Option Agreemfartthe Helmerich & Payne, Inc. 2005 L¢-Term Incentive Plar

10.2 364-Day Credit Agreement dated January 21, 2009, arkf@higierich & Payne International Drilling Co., Helrieh & Payne, Inc
and Wells Fargo Bank, National Association (incogted by reference to Exhibit 10.1 of the Compatmgsm 8-K filed
January 22, 2009

31.1 Certification of Chief Executive Officer, as Adogdt®ursuant 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 Chiginancial Officer Pursuant to 18 U.S.C. Section@,3%s Adopted Pursuant to

Section 906 of the Sarbal-Oxley Act of 2002
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Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisddiport to be signed on its

behalf by the undersigned thereunto duly authorized

HELMERICH & PAYNE, INC.
(Registrant

Date: May 5, 2009 By: /SIHANS C HELMERICH
Hans C. Helmerich, Preside

Date: May 5, 2009 By: /SIDOUGLAS E. FEARS
Douglas E. Fears, Chief Financial Offic
(Principal Financial Officer

EXHIBIT INDEX

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

Exhibit

Number Description

10.1 Amended form of Nonqualified Stock Option Agreemgmitthe Helmerich & Payne, Inc. 2005 L¢-Term Incentive Plar

10.2 364-Day Credit Agreement dated January 21, 2009, ark@higierich & Payne International Drilling Co., Helrieh & Payne, Inc
and Wells Fargo Bank, National Association (incogped by reference to Exhibit 10.1 of the Compatmgsm 8-K filed
January 22, 2009

31.1 Certification of Chief Executive Officer, :Adopted Pursuant to Section 302 of the Sark-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 Chigihancial Officer Pursuant to 18 U.S.C. Section@,3& Adopted Pursuant

Section 906 of the Sarbal-Oxley Act of 2002
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NONQUALIFIED STOCK OPTION AGREEMENT
UNDER THE HELMERICH & PAYNE, INC.
2005 LONG-TERM INCENTIVE PLAN

THIS NONQUALIFIED STOCK OPTION AGREEMENT (the “Omtn Agreement”), made as of the grant date set fumtthe cover
page of this Option Agreement (the “Cover Page™sa, Oklahoma by and between the participantathom the Cover Page (the
“Participant”) and Helmerich & Payne, Inc. (the ‘{@pany”):

WITNESSETH:

WHEREAS, the Participant is an employee of the Camypa Subsidiary of the Company, or an Affiliatdtity, and it is important t
the Company that the Participant be encourageenb@in in the employ of the Company, a SubsidiahefCompany or Affiliated Entity; and

WHEREAS, in recognition of such facts, the Compedagires to provide to the Participant an opporyutoitpurchase shares of the
Common Stock of the Company, as hereinafter prayigarsuant to the “Helmerich & Payne, Inc. 20054 erm Incentive Plan” (the
“Plan”), a copy of which has been provided to tlaetieipant; and

WHEREAS, any capitalized terms used but not defimaein have the same meanings given them in e Pl

NOW, THEREFORE, in consideration of the mutual cev@s hereinafter set forth and for good and vaduabnsideration, the
Participant and the Company hereby agree as follows

Section 1. Grant of Sock Option. The Company hereby grants to the Participamtreynalified stock option (the “Stock
Option”) to purchase all or any part of the numbfkeshares of its Common Stock, par value $.10 ‘{®teck”) set forth on the Cover Page,
under and subject to the terms and conditionsisf@ption Agreement and the Plan which is incorpextdnerein by reference and made a part
hereof for all purposes. The purchase price fohedare to be purchased hereunder shall be tlmngpice set forth on the Cover Page (the
“Option Price”) which shall equal the Fair MarkeaMe of the Common Stock covered by this Stock @ptin the Date of Grant.

Section 2. Times of Exercise of Option. After, and only after, the conditions of Sectithhereof have been satisfied the
Participant shall be eligible to exercise the StOglition pursuant to the vesting schedule set fontthe Cover Page (the “Vesting Schedule”).
If the Participant's employment with the CompanyddSubsidiary, parent of the Company, or an Asfdd Entity) remains full-time and
continuous at all times prior to any of the vestitages specified on the Cover Page (the “Vesting®}y then the Participant shall be entitled,
subject to the applicable provisions of the Plad tais Option Agreement having been satisfied xer@se on or after the applicable Vesting
Date, on a cumulative basis, the number of StodkoBp determined by multiplying the aggregate numdfeshares of Stock subject to the
Stock Option set forth on the Cover Page by thégdeted percentage set forth on the Cover Page.

Section 3. Term of Sock Option . Subject to earlier termination as hereafter jgled, the Stock Option shall expire at the cl
of business on the expiration date set forth ortveer Page and may not be exercised after sudraérp date; provided, however, in no
event shall the term of the Stock Option be lorthan ten years from the Date of Grant.

Section 4. Transferability of Stock Option .

(@) General. Except as provided in Section 4(b) hereof, treelsOption shall not be transferable otherwise timan
will or the laws of descent and distribution, ahd Stock Option may be exercised, during the tifetof the Participant, only by the Particip
More particularly (but without limiting the geneitgilof the foregoing), the Stock Option may notdssigned, transferred (except as provided
above and in Section 4(b) hereof), pledged or hgusted in any way, shall not be assignable byadiperof law and shall not be subject to




execution, attachment, or similar process. Angrafited assignment, transfer, pledge, hypothecatiother disposition of the Stock Option
contrary to the provisions hereof shall be null aoidl and without effect.

(b) Limited Transferability of Stock Options. The Stock Options may be transferred by suchdizant to (i) the ex-
spouse of the Participant pursuant to the ternasdafmestic relations order, (ii) the spouse, childor grandchildren of the Participant
(“Immediate Family Members”)ji{) a trust or trusts for the exclusive benefitaafch Immediate Family Members, or (iv) a partnigréiwhich
such Immediate Family Members are the only partnemvided that there may be no consideration fgr such transfer and subsequent
transfers of transferred Stock Options shall béjited except those in accordance with Sectio) Béaeof. Following transfer, any such
Stock Options shall continue to be subject to Hraesterms and conditions as were applicable imrtedgliprior to transfer, provided that for
purposes of this Section 4(b) the term “Participahtll be deemed to refer to the transferee. évants of termination of employment in the
Plan shall continue to be applied with respech&driginal Participant, following which the StoGiptions shall be exercisable by the transf
only to the extent, and for the periods specifiethie Plan. No transfer pursuant to this Sectita ghall be effective to bind the Company
unless the Company shall have been furnished wititew notice of such transfer together with sutiteo documents regarding the transfer as
the Committee shall request.

Section 5. Employment . So long as the Participant shall continue ta lhal-time and continuous employee of the Company,
Subsidiary of the Company, an Affiliated Entityacorporation or a parent or a Subsidiary of swrparation issuing or assuming a Stock
Option in a transaction to which Section 424(adhef Code applies, the Stock Option shall not becatd by any change of duties or position.
Nothing in the Plan or in this Option Agreementlsbanfer upon the Participant any right to congrin the employ of the Company o
Subsidiary of the Company or an Affiliated Entity,interfere in any way with the right of the Compgaor a Subsidiary of the Company or an
Affiliated Entity to terminate the Participant’'s ptayment at any time.

Section 6. Acceleration of Otherwise Unexercisable Stock Options on Death, Disability or Other Special Circumstances. The
Committee, in its sole discretion, may accelerageviesting of Stock Options for which the applieatsesting Date(s) has not yet occurred t
the Participant’s date of termination of employmiéstich termination occurs by reason of (i) Didii (i) death, or (iii) upon the occurrence
of special circumstances (as determined by the Gtigeh

Section 7. Period of Exercise Upon Termination of Employment . With respect to shares subject to the Stockadgdbr which
the applicable Vesting Dates have occurred or fackwthe Committee has accelerated vesting in decme with Section 6, the Participant, or
the representative of a deceased Participant, lsdahtitled to purchase such shares during thairéng term of the Stock Option if the
Participant’s employment was terminated as a redwleath, Disability or Retirement. If the PaigiEnt’'s employment was terminated for any
other reason, the Participant shall be entitlgguilechase such vested Stock Options for a peridkdreé months from such date of termination
and any Stock Options which remain unvested afteh slate shall be cancelled.

Section 8. Method of Exercising Stock Option .

(@) Procedures for Exercise.  The manner of exercising the Stock Option hegegmted shall be by written notice to
Secretary of the Company at the time the StockdDptir part thereof, is to be exercised, and ineargnt prior to the expiration of the Stock
Option. Such notice shall state the election terese the Stock Option, the number of shares@tk3b be purchased upon exercise, the form
of payment to be used, and shall be signed byéhsop so exercising the Stock Option.

(b) Form of Payment. Payment in full for shares of Stock purchasedeuntkis Option Agreement shall accompany the
Participant’s notice of exercise, together withmpayt for any applicable withholding taxes. Paymshall be made (i) in cash or by check,
draft or money order payable to the order of thenGany; (ii) by delivering Stock or other equity seties of the Company having a Fair
Market Value on the date of payment equal to thewarhof the Option Price; or (iii) a combinatioreteof. In addition to the foregoing
procedure which may be available for the exercighe Stock Option, the Participant may delivethe Company a notice of exercise which
includes an irrevocable instruction to the Comptngeliver the Stock certificate representing thares of Stock being purchased, issued il
name of the Participant, to a broker approved byGhbmpany and authorized to trade in the CommockSibthe Company. Upon receipt of
such notice, the Company




shall acknowledge receipt of the executed noticexefcise and forward this notice to the brokepotreceipt of the copy of the notice which
has been acknowledged by the Company, and withaiting for issuance of the actual Stock certificatth respect to the exercise of the St
Option, the broker may sell the Stock or any portiwereof. The broker shall deliver directly to thempany that portion of the sales proceeds
sufficient to cover the Option Price and withholgitaxes, if any. For all purposes of effecting éitercise of the Stock Option, the date on
which the Participant gives the notice of exertisthe Company, together with payment for the shafeéStock being purchased and any
applicable withholding taxes, shall be the “datexércise.” If a notice of exercise and paymeatdslivered at different times, the date of
exercise shall be the date the Company first hits possession both the notice and full paymempragided herein.

(c) Further Information. In the event the Stock Option is exercised, pamsto the foregoing provisions of this
Section 8, by any person due to the death of tiéci@ant, such notice shall also be accompaniedgpropriate proof of the right of such
person to exercise the Stock Option. The noticeequired shall be given by personal delivery ® $ecretary of the Company or by registered
or certified mail, addressed to the Company at 13&7th Boulder Avenue, Tulsa, Oklahoma 74119, asdall be deemed to have been given
when it is so personally delivered or when it ipaigted in the United States mail in an envelomressed to the Company, as aforesaid,
properly stamped for delivery as a registered difi letter.

Section 9. Change of Control . Upon the occurrence of a Change of Control Exeemf and all Stock Options under this Op
Agreement shall become automatically fully vested emmediately exercisable with such acceleratioadcur without the requirement of any
further act by either the Company or the Participan

Section 10. Securities Law Restrictions . The Stock Option shall be exercised and Stasikeid only upon compliance with the
Securities Act of 1933, as amended (the “Act”), angl other applicable securities law, or pursuarirt exemption therefrom. If deemed
necessary by the Company to comply with the Acror applicable laws or regulations relating toghke of securities, the Participant, at the
time of exercise and as a condition imposed byObmpany, shall represent, warrant and agree tbathtares of Stock subject to the Stock
Option are being purchased for investment and iitht any present intention to resell the same aritlout a view to distribution, and the
Participant shall, upon the request of the Compexgcute and deliver to the Company an agreemexudo effect. The Participant
acknowledges that any Stock certificate represgréitock purchased under such circumstances wiisaeed with a restricted securities lege

Section 11. Payment of Withholding Taxes. No exercise of any Stock Option may be effectetil the Company receives full
payment for any required state and federal withingltaxes. Payment for withholding taxes shalize in cash, by check, or by the
Participant surrendering, or the Company retaifiiam the shares of Stock to be issued upon exeofifee Stock Option, that number of
shares of Stock (based on Fair Market Value) tlatlvbe necessary to satisfy the requirements filthwlding any amounts of taxes due u
the exercise of the Stock Option. For the purpdsmlculating the Fair Market Value of shares endered or retained to pay withholding
taxes, the relevant date shall be the date of eseerdn the event the Participant uses the “cashlexercise/saméday sale procedure set fortt
Section 8(b) hereof to pay withholding taxes, tbiial sale price of shares sold to satisfy paymball be used to determine the amount of
withholding taxes payable. Nothing herein, howesball be construed as requiring payment of wilthing taxes at the time of exercise if
payment of taxes is deferred pursuant to any pi@visf the Code, and actions satisfactory to themm@any are taken which are designed to
reasonably insure payment of withholding taxes wihes

Section 12. Suspension or Termination of Awards. Notwithstanding anything in the Plan or this Opton Agreement to the
contrary, if at any time (including after notice of exercise has been delivered) the Committee reasdaybelieves that the Participant ha
committed an act of misconduct as described in thisaragraph, the Committee may suspend the Participa’s right to exercise or
receive any Award pending a determination of whethean act of misconduct has been committed. If th€ommittee determines the
Participant has committed an any illegal act, fraugd embezzlement or deliberate disregard of Companyutes or policies (including any
violation of the Participant’s non-disclosure, noneompete or similar agreement) that may reasonablyéexpected to result in loss,
damage or injury to the Company, the Committee maya) cancel any outstanding Award granted to the Paicipant, in whole or in part,
whether or not vested or deferred and/or (b) if sule conduct or activity occurs during a Company fiscayear in which there was also an
exercise or receipt of an Award, require the Partigpant to repay to the Company any gain realized or
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value received upon the exercise or receipt of sugkward (with such gain or value received valued asf the date of exercise or receipt).
Cancellation and repayment obligations will be effetive as of the date specified by the Committee. & repayment obligation may be
satisfied in stock or cash or a combination thereofbased upon the Fair Market Value of Common Stoclon the day of payment), and
the Committee may provide for an offset to any futve payments owed by the Company or any affiliate tthe Participant if necessary to
satisfy the repayment obligation. The determinatio regarding cancellation of an Award or a repaymenbbligation shall be within the
sole discretion of the Committee and shall be bindg upon the Participant and the Company.

Section 13. Notices. All notices or other communications relating e lan and this Option Agreement as it relatehdo
Participant shall be in writing and shall be delea:personally or mailed (U.S. Mail) by the Compémyhe Participant at the then current
address as maintained by the Company or such atligess as the Participant may advise the Companyiting.

Section 14. Conflicts. In the event of any conflicts between this Agneat and the Plan, the latter shall control. Eekient
any provision hereof conflicts with applicable lawat provision shall be severed, and the remaipmogisions shall remain enforceable.

Section 15. No Part of Other Plans. The benefits provided under this Agreement erRfan shall not be deemed to be a part of
or considered in the calculation of any other bi¢mpebvided by the Company, a Subsidiary or anlgsffied Entity to the Participant.

Section 16. Participant and Award Subject to Plan . As specific consideration to the Company forAlweard, the Participant
agrees to be bound by the terms of the Plan asdAtiieement.

IN WITNESS WHEREOF, the parties have executeduaqualified Stock Option Agreement as of the dag gear first above
written.

HELMERICH & PAYNE, INC., a Delaware corporatic

By:

Hans Helmerich, Preside

“COMPANY”

“PARTICIPANT”




EXHIBIT 31.1
CERTIFICATION

I, Hans Helmerich, certify that:
1. | have reviewed this report on Form 10-Q of Helrle& Payne, Inc.;

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

3. Based on my knowledge, the financial statement$,atimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this report;

4, The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 18ayHhd 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 tiesigned
under our supervision, to ensure that materialrinédion relating to the registrant, including itshsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period ihigh this report is
being prepared,;

b) Designed such internal control over financial réipgr or caused such internal control over finahetgorting to be
designed under our supervision, to provide readersgsurance regarding the reliability of financégorting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presentedsingport our
conclusions about the effectiveness of the discéosantrols 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 regmtsanternal control over financial reporting thatcurred during
the registrant’s most recent fiscal quarter (thgsteant’s fourth fiscal quarter in the case ofaammual report) that has
materially affected, or is reasonably likely to evailly affect, the registrant’s internal contrafes financial
reporting; and

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

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

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

Date: May 5, 200! /SIHANS HELMERICH
Hans Helmerich, Chief Executive Offic




EXHIBIT 31.2
CERTIFICATION

I, Douglas E. Fears, certify that:
1. | have reviewed this report on Form 10-Q of Helmle& Payne, Inc;

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

3. Based on my knowledge, the financial statement$,atimer financial information included in this repdairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaaral for, the periods presented in this report;

4, The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 13a)Hnd 15d-15(e)) and internal control over firnaheporting (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 tiesigned
under our supervision, to ensure that materialrinédion relating to the registrant, including itshsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period ihigh this report is
being prepared,;

b) Designed such internal control over financial réipgr or caused such internal control over finahetgorting to be
designed under our supervision, to provide readersgsurance regarding the reliability of financégorting and tr
preparation of financial statements for externappses in accordance with generally accepted atioguprinciples;

C) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presentedsingport our
conclusions about the effectiveness of the discéosantrols 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 regmtsanternal control over financial reporting thatcurred during
the registrant’s most recent fiscal quarter (thgsteant’s fourth fiscal quarter in the case ofaammual report) that has
materially affected, or is reasonably likely to evailly affect, the registrant’s internal contrafes financial
reporting; and

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

a) All significant deficiencies and material weaknesssethe design or operation of internal contratiofinancial reporting
which are reasonably likely to adversely affectrbgistrant’s ability to record, process, summaad report financial
information; and

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

Date: May 5, 2009 ISIDOUGLAS E. FEARS
Douglas E. Fears, Chief Financial Offic




EXHIBIT 32

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

In connection with the Quarterly Report of Helmbr& Payne, Inc. (the “Company”) on Form 10-Q foe {eriod ended March 31,
2009, as filed with the Securities and Exchange @sion on the date hereof (the “Report”), Hansnkéich, as Chief Executive Officer of
the Company, and Douglas E. Fears, as Chief Fiab@¢ficer of the Company, each hereby certifiagspant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, to the best of his knowledge, that:

(1) The Report fully complies with thejtérements of Section 13(a) of the Securities ErgleaAct of 1934; and
(2) The information contained in the Retgairly presents, in all material respects, timaficial condition and result of
operations of the Company.
/SIHANS HELMERICH ISIDOUGLAS E. FEARS
Hans Helmerict Douglas E. Fear
Chief Executive Office Chief Financial Office

May 5, 200¢ May 5, 200¢




