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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

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

For quarterly period ended: December 31, 2010

OR

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

For the transition period from to

Commission File Number: 1-4221

HELMERICH & PAYNE, INC.

(Exact name of registrant as specified in its @rart

Delaware 73-0679879
(State or other jurisdiction « (I.LR.S. Employer I.D. Numbe
incorporation or organizatiol

1437 South Boulder Avenue, Tulsa, Oklahoma,74119
(Address of principal executive office)(Zip Code)

(918) 742-5531
(Registrant’s telephone number, including area yode

N/A
(Former name, former address and former fiscal,year
if changed since last report)

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

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

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

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

Large accelerated fileX] Accelerated fileld

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

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the Exge Act). Yesd No

CLASS OUTSTANDING AT January 31, 2011
Common Stock, $0.10 par val 106,334,66"
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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

Accounts receivable, less reserve of $831 at Deeeib, 2010 and $830 at September 30, :

Inventories

Deferred income taxe

Prepaid expenses and ot

Current assets of discontinued operati
Total current asse

Investment
Property, plant and equipment, |
Other asset

Total asset

LIABILITIES AND SHAREHOLDERS '’ EQUITY

Current liabilities:
Accounts payabl
Accrued liabilities
Current liabilities of discontinued operatic
Total current liabilities

Noncurrent liabilities
Long-term debi
Deferred income taxe
Other
Non-current liabilities of discontinued operatic
Total noncurrent liabilitie:

Shareholder equity:

Common stock, $.10 par value, 160,000,000 shatberdred, 107,057,904 shares issued as of
December 31, 2010 and September 30, 2010 and 106/Zand 105,819,161 shares outstan
as of December 31, 2010 and September 30, 20 ik atbgely

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

Additional paic-in capital
Retained earning
Accumulated other comprehensive incc
Treasury stock, at co
Total shareholde’ equity

Total liabilities and sharehold¢ equity

The accompanying notes are an integral part oktetements.

December 31 September 30

2010 2010

$ 173,82: $ 63,02(

412,39¢ 457,65¢

43,76¢ 43,40:

10,14¢ 14,28:

62,05 64,17

8,24( 10,27(

710,42 652,80:¢

397,79¢ 320,71:

3,336,62. 3,275,02

20,77¢ 16,83¢

$ 4,465,61' $ 4,265,37!

$ 58,00¢ $ 80,53¢

147,89: 144,11

5,91¢ 7,992

211,82( 232,63t

350,00t 360,00(

838,47( 771,38:

99,66¢ 91,60¢

2,322 2,27¢

1,290,45 1,225,26

10,70¢ 10,70¢

193,34: 191,90(

2,645,66. 2,547,91

132,41. 84,10

(18,779 (27,16Y

2,963,34. 2,807,46!

$ 4,465,61' $ 4,265,37!
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF INCOME

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

Operating costs and othe
Operating costs, excluding depreciat
Depreciatior
General and administrati\
Research and developm
Income from asset sal

Operating income from continuiroperations

Other income (expense
Interest and dividend incon
Interest expens
Other

Income from continuing operations before incomes&
Income tax provisiol
Income from continuing operatiol

Loss from discontinued operations before incomes
Income tax provisiol

Loss from discontinued operatio
NET INCOME

Basic earnings per common she
Income from continuing operatiol
Loss from discontinued operatio

Net income

Diluted earnings per common shs
Income from continuing operatiol
Loss from discontinued operatio

Net income

Weighted average shares outstand
Basic
Diluted

Dividends declared per common sh

The accompanying notes are an integral part okteegements.

(Unaudited)
(in thousands, except per share data)

Three Months Ended
December 31

2010 2009
$ 476,81¢ $ 285,06
44.86° 52,29(
68,95 55,79
4,007 3,08¢
594,64: 396,24:
330,04¢ 208,69
73,18( 60,71
19,88¢ 20,63¢
3,47( 1,81¢
(2,669) (1,019
423,91 290,85
170,72¢ 105,38
314 30¢
(4,45) (4,699
16€ 15
(3,97) (4,370
166, 75! 101,01
62,39( 37,21
104,36t 63,80:
(215) (2,869)
— (2,307)
(215) (567)
$ 104,15( $ 63,23
$ 0.9t $ 0.61
$ — 3 (0.01)
$ 0.9t $ 0.6(
$ 0.9¢ $ 0.6(
$ — $ (0.01)
$ 0.9t $ 0.5¢
106,03: 105,57
107,85: 107,23t
$ 0.06 $ 0.0¢
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
(Unaudited)
(in thousands)

Three Months Ended
December 31

2010 2009
OPERATING ACTIVITIES:
Net income $ 104,15( $ 63,23
Adjustment for loss from discontinued operatir 21F 567
Income from continuing operatiol 104,36! 63,80:
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciatior 73,18( 60,717
Provision for bad det 1 2
Stocl-based compensatic 3,187 7,00¢
Other (@D} 36
Income from asset sal (2,669 (1,017
Deferred income tax expen 42,08( 8,23¢
Change in assets and liabilit-
Accounts receivabl 45,25¢ (25,917
Inventories (28%) (1,645
Prepaid expenses and otl 4,91( (22,799
Accounts payabl (24,587 (17,755
Accrued liabilities (15,077) 39,22¢
Deferred income taxe 231 (1,06¢€)
Other noncurrent liabilitie 8,261 4,43
Net cash provided by operating activities from amnhg operation: 238,87 123,27¢
Net cash used in operating activities from discorgd operation (215 (969
Net cash provided by operating activit 238,65! 122,31¢
INVESTING ACTIVITIES:
Capital expenditure (116,224 (64,79)
Proceeds from asset sa 3,02¢ 2,48¢
Purchase of shc-term investment — (16)
Acquisition of TerraVici Drilling Solution: (4,000 —
Net cash used in investing activities from contirguoperation: (117,196 (62,32)
Net cash provided by investing activities from distinued operation — 37
Net cash used in investing activiti (117,199 (62,28)
FINANCING ACTIVITIES:
Proceeds from line of crec 10,00( 435,00(
Payments on line of crec (20,000 (475,000
Decrease in bank overdri — (2,039
Dividends paic (6,376 (5,287
Exercise of stock optior 2,98¢ (623
Excess tax benefit from stc-based compensatic 2,73 1,64¢
Net cash used in financing activiti (10,65Y) (46,299
Net increase in cash and cash equival 110,80« 13,73
Cash and cash equivalents, beginning of pe 63,02( 96,14:
Cash and cash equivalents, end of pe $ 173,82 $ 109,87

The accompanying notes are an integral part okteegements.
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
CONSOLIDATED CONDENSED STATEMENT OF SHAREHOLDERSQUITY
THREE MONTHS ENDED DECEMBER 31, 2010
(Unaudited)
(in thousands, except per share amounts)

Accumulated

Additional Other Total
Common Stock Paid-In Retained Comprehensive Treasury Stock Shareholders
Shares Amount Capital Earnings Income Shares Amount Equity
Balance, September 30, 2C 107,05¢ $ 10,70¢ $ 191,90( $ 254791 $ 84,107 1,23¢ $ (27,169 $ 2,807,46!
Comprehensive Incom
Net income 104,15( 104,15(
Other comprehensive
income:
Change in value on
available-for-sale
securities 47,831 47,831
Amortization of net
periodic benefit costs-
net of actuarial gai 46€ 46€
Total comprehensive incon 152,45!
Cash dividends ($.06 per sha (6,405) (6,405
Exercise of stock optior (2,302) (299) 5,29( 2,98¢
Tax benefit of stock-based
awards, including excess
tax benefits of $3.1 milliol 3,652 3,652
Treasury stock issued for ves
restricted stocl (3,09¢) (13%) 3,09¢ —
Stoclk-based compensatic 3,187 3,187
Balance, December 31, 20 107,05¢ $ 10,70¢ $ 193,34. $ 2,64566. $ 132,41 80€ $ (18,779 $ 2,963,34.

The accompanying notes are an integral part oktetements.
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1.

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

Basis of Presentation

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

The accompanying unaudited Consolidated Condenseti¢tal Statements have been prepared in accagdaitic accounting principles
generally accepted in the United States (“GAAP’}l applicable rules and regulations of the Securadied Exchange Commission (the
“Commission”) pertaining to interim financial inforation. Accordingly, these interim financial statarts do not include all information
or footnote disclosures required by GAAP for conml@nancial statements and, therefore, shouldehd in conjunction with the
Consolidated Financial Statements and notes tharetor 2010 Annual Report on Form 10-K and otharent filings with the
Commission. In the opinion of management, all adjests, consisting of those of a normal recurriature, necessary to present fairly
the results of the periods presented have beemded! The results of operations for the interimqukr presented may not necessarily be
indicative of the results to be expected for tHeyfear.

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

Two land rigs in the U.S. Land segment met the Fmldale classification criteria at December 311@ The net book value of these |
is included in prepaid expenses and other in thes@lalated Condensed Balance Sheet as of Decerhp26030.

As more fully described in our 2010 Annual RepartFmrm 10-K, our contract drilling revenues are poised of daywork drilling
contracts for which the related revenues and exgseare recognized as services are performed. Rtnacts that are terminated by
customers prior to the expirations of their fixed, contractual provisions customarily requirdyearmination amounts to be paid to
Revenues from early terminated contracts are rézedmwhen all contractual requirements have beem me

Discontinued Operations

On June 30, 2010, the Official Gazette of Venezpelalished the Decree of Venezuelan President Hilgavez, which authorized the
“forceful acquisition” of eleven rigs owned by odenezuelan subsidiary. The Decree also authortzedéizure of “all the personal and
real property and other improvements” used by cemézuelan subsidiary in its drilling operationse Beizing of our assets became
effective June 30, 2010 and met the criteria eistaédl for recognition as discontinued operatiordenmccounting standards for
presentation of financial statements. Thereforeraions from the Venezuelan subsidiary, an opggatégment within the International
Land segment, have been classified as discontiopethtions in our Consolidated Condensed Finasté&tbements. All historical
statements have been reclassified to conform soptfeisentation.

Summarized operating results from discontinued atpmrs are as follows:

Three Months Ended
December 31

2010 2009
Revenue $ — $ 3,601
Loss before income tax (21%) (2,86%)
Income tax benef — 2,301
Loss from discontinued operatio $ (219) $ (567)
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Significant categories of assets and liabilitiesrfrdiscontinued operations are as follows:

December 31, September 30,
2010 2010
Other current asse $ 8,24( $ 10,27(
Total asset $ 8,24C $ 10,27(
Total current liabilities $ 5,91t $ 7,992
Total noncurrent liabilitie: 2,322 2,27¢
Total liabilities $ 8,24C $ 10,27(

Liabilities consist of municipal and income taxes/able and social obligations due within the counfrVenezuela.
3. Earnings per Share

Accounting Standards Codification (“ASC") 2@Barnings per Sharerequires companies to treat unvested share-lpgsadent awards
that have non-forfeitable rights to dividend oridend equivalents as a separate class of secunt@sdculating earnings per share. We
have granted and expect to continue to grant esstristock grants to employees and non-employeetdits that contain non-forfeitable
rights to receive dividends. Such grants are cemsitiparticipating securities under ASC 260. Adisue are required to include these
grants in the calculation of our basic earningsgbarre and calculate basic earnings per share thgrtgio-class method. The two-class
method of computing earnings per share is an egsrafiocation formula that determines earningsspere for each class of common
stock and participating security according to dévids declared (or accumulated) and participatginsiin undistributed earnings.

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

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

8
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The following table sets forth the computation asiz and diluted earnings per share (in thousandgpt per share amounts):

Three Months Ended
December 31

2010 2009
Numerator:
Income from continuing operatiol $ 104,36! $ 63,80:
Loss from discontinued operatio (215) (567)
Net income 104,15( 63,23t
Adjustment for basic earnings per she
Earnings allocated to unvested sharehol (309) (134)
Numerator for basic earnings per shi
From continuing operatior 104,05t 63,66¢
From discontinued operatio (21F) (567)
103,84: 63,10:
Adjustment for diluted earnings per she
Effect of reallocating undistributed earnings ofrested shareholde 5 2
Numerator for diluted earnings per she
From continuing operatior 104,06: 63,67(
From discontinued operatio (215) (567)
$ 103,84t $ 63,101
Denominator
Denominator for basic earnings per sk- weighte-average share 106,03: 105,57!
Effect of dilutive shares from stock options anstrieted stocl 1,821 1,66°
Denominator for diluted earnings per sh- adjusted weighte-average share 107,85. 107,23t
Basic earnings per common she
Income from continuing operatiol $ 09t $ 0.61
Loss from discontinued operatio — (0.00)
Net income $ 0.9t $ 0.6(¢
Diluted earnings per common shs
Income from continuing operatiol $ 09 $ 0.6C
Loss from discontinued operatio — (0.00)
Net income $ 0.9¢ $ 0.5¢

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

Three Months Ended
December 31
2010 2009

Shares excluded from calculation of diluted earsipgr shar 324 57C
Weighte(-average price per she $ 47.9¢  $ 38.0:

4. Inventories
Inventories consist primarily of replacement partsl supplies held for use in our drilling operasion
5. Financial Instruments and Fair Value Measurement
The estimated fair value of our available-for-ssdeurities is primarily based on market quotes. foHewing is a summary of available-

for-sale securities, which excludes investmentsmited partnerships carried at cost and assetsihed Non-qualified Supplemental
Savings Plan:
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Gross Gross Estimated
Unrealized Unrealized Fair
Cost Gains Losses Value

(in thousands)

Equity securities December 31, 2C $ 129,18: $ 250,56 $ —
Equity securities September 30, 2( $ 129,18: $ 174,02¢ $ —

$ 379,74t

$ 303,20t

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

(i) the length of time a security is in an unreadizoss position, (ii) the extent to which fairwalis less than cost, (iii) the financial
condition and near term prospects of the issuer(i@pdur intent and ability to hold the securityr fa period of time sufficient to allow fi
any anticipated recovery in fair value. The cossedurities used in determining realized gainslassks is based on the average cost
basis of the security sold. We had no sales of etalite equity available-for-sale securities dutmgfirst quarter of fiscal 2011 and
2010.

Investments in limited partnerships carried at egeste approximately $12.4 million at December 311@and September 30, 2010. The
estimated fair value of the limited partnershipsa2.7 million and $22.5 million at December 301@ and September 30, 2010,
respectively.

Assets held in the Non-qualified Supplemental Sgwilan are carried at fair market value whichl¢ok&5.7 million at December 31,
2010 and $5.1 million at September 30, 2010.

The majority of cash equivalents are invested xaltée and non-taxable money-market mutual funds. d&rrying amount of cash and
cash equivalents approximates fair value due tshiogt maturity of those investments.

The carrying value of other assets, accrued lizsliand other liabilities approximated fair vahteDecember 31, 2010 and Septembe
2010.

ASC 820 defines fair value as “the price that wdwddreceived to sell an asset or paid to transfiabdity in an orderly transaction
between market participants at the measurement daeuse the fair value hierarchy established 8CA820-10 to measure fair value to
prioritize the inputs:

 Level 1 — Observable inputs that reflect quotedgsiin active markets for identical assets or litéds in active markets.

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

 Level 3— Valuations based on inputs that are uadable and not corroborated by market data.
At December 31, 2010, our financial instrument8aiig Level 1 inputs include cash equivalents,iggsecurities with active markets
and money market funds we have elected to claasifestricted assets that are included in otheeuassets and other assets. Also
included is cash denominated in a foreign curremeyhave elected to classify as restricted thatdiided in current assets of
discontinued operations and limited to remainiadpilities of discontinued operations. For thesm@gequoted current market prices are
readily available.
At December 31, 2010, financial instruments utilzlevel 2 inputs include a bank certificate of asipincluded in other current assets.

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

10
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The following table summarizes our assets measatréalr value on a recurring basis presented inGansolidated Condensed Balance
Sheet as of December 31, 2010:

Quoted Prices

Total in Active Significant
Measure Markets for Other Significant
at Identical Observable Unobservable
Fair Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)
(in thousands)
Assets:
Cash and cash equivalel $ 173,82: $ 173,82: $ — 3 —
Equity securitie: 379,74¢ 379,74¢ — —
Other current asse 23,58¢ 23,33¢ 25C —
Other asset 2,00( 2,00( — —
Total assets measured at fair ve $ 579,15¢ § 578,90¢ $ 25C $ —

The following information presents the supplemefaalvalue information about long-term fixed-ratebt at December 31, 2010 and
September 30, 2010:

December 31, September 30,
2010 2010
(in thousands)
Carrying value of lon-term fixec-rate deb $ 350.C $ 350.(
Fair value of lon-term fixec-rate deb $ 373 $ 382.¢

The fair value for fixed-rate debt was estimateid@gisash flows discounted at rates reflecting aurigterest rates at similar maturities
plus a credit spread which was estimated using edémkormation on debt instruments with a similegdit profile to us. The outstanding
line of credit and short-term debt bear intereshatket rates and the cost of borrowings, if anguld approximate fair value. The debt
was valued using a level 2 input.

6. Comprehensive Income

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

Three Months Ended
December 31

2010 2009

Net income $ 104,15 $ 63,23t
Other comprehensive incorr

Unrealized appreciation on securit 76,53¢ 9,952

Income taxe: (28,707 (3,739

47,831 6,22(

Minimum pension liability adjustmen 75C 53€

Income taxe: (282) (202)

46€ 334

Total comprehensive incon $ 152,45! $ 69,78¢

The components of accumulated other comprehensogarie, net of related income taxes, are as foll@wshousands):

December 31, September 30,
2010 2010
Unrealized appreciation on securit $ 155,54¢ $ 107,71:
Unrecognized actuarial loss and prior service (23,13) (23,609
Accumulated other comprehensive incc $ 132,41 $ 84,10'

11
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7. Cash Dividends

The $0.06 cash dividend declared September 1, 2049 paid December 1, 2010. On December 7, 20d8stadividend of $0.06 per
share was declared for shareholders of record brugey 15, 2011, payable March 1, 2011. The divideayable is included in accounts
payable in the Consolidated Condensed Balance Sheet

8. Stock-Based Compensation

We have one plan providing for common-stock baseards to employees and to non-employee directoh& plan permits the granting
of various types of awards including stock optiansl restricted stock awards. Restricted stock Ineagranted for no consideration other
than prior and future services. The purchase prceshare for stock options may not be less tharken price of the underlying stock on
the date of grant. Stock options expire ten ya#ies the grant date. We have the right to satigfyon exercises from treasury shares
from authorized but unissued shares.

A summary of compensation cost for stdmksed payment arrangements recognized in genetaldministrative expense is as follows
thousands):

Three Months Ended
December 31,

2010 2009
Compensation expen
Stock options $ 2,11t $ 5,67¢
Restricted stoc 1,072 1,332
$ 3,187 $ 7,00¢

STOCK OPTIONS

The following summarizes the weighted-average apsioms utilized in determining the fair value oftimgms granted during the three
months ended December 31, 2010 and 2009:

2010 2009
Risk-free interest rat 1.9% 2.3%
Expected stock volatilit 51.€% 49.9%
Dividend yield 0.5% 0.5%
Expected term (in year 5.5 5.8

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

Expected Volatility Rate.Expected volatility is based on the daily closprigge of our stock based upon historical expergener a
period which approximates the expected term obten.

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

Expected Term.The expected term of the options granted reptsdka period of time that they are expected todistanding. We
estimate the expected term of options granted baséiistorical experience with grants and exercises

12
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A summary of stock option activity under the Planthe three months ended December 31, 2010 isqex$in the following table:

Three Months Ended December 31, 2010

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

Options (in thousands) Price (in years) (in millions)
Outstanding at October 1, 20 557z $ 22.8:
Granted 324 47.9¢
Exercisec (377) 16.6¢
Forfeited/Expirec — —
Outstanding at December 31, 2( 551¢ $ 24.7: 58 § 131.]
Vested and expected to vest at December 31, 543¢ $ 24.61 5 $ 129.%
Exercisable at December 31, 2( 4,20: § 21.61 4€ % 112.¢

The weighted-average fair value of options grametie first quarter of fiscal 2011 was $22.20.
The total intrinsic value of options exercised dgrthe three months ended December 31, 2010 wa4d #iillion.

As of December 31, 2010, the unrecognized compemsadst related to the stock options was $14.8anil That cost is expected to be
recognized over a weighted-average period of 3atsye

RESTRICTED STOCK

Restricted stock awards consist of our common shockare time vested over three to six years. &egnize compensation expense on
a straight-line basis over the vesting period. fEievalue of restricted stock awards is determibased on the average of the high and
low price of our shares on the grant date. Asefénber 31, 2010, there was $11.8 million of totaiecognized compensation cost
related to unvested restricted stock awards. @bsitis expected to be recognized over a weightedage period of 3.0 years.

A summary of the status of the Company’s restristedk awards as of December 31, 2010 and changestricted stock outstanding
during the three months then ended is presentesvbel

Three Months Ended
December 31, 201!

Weighted-
Average
Shares Grant-Date
Restricted Stock Awards (in thousands) Fair Value
Unvested at October 1, 20 28¢ 3 35.2:
Granted 16¢ 47.9¢
Vested (139 33.92
Forfeited — —
Unvested at December 31, 2C 324 % 42.4]

13
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9. Debt

At December 31, 2010 and September 30, 2010, weheaibllowing unsecured long-term debt outstandinghousands):

December 31 September 30
2010 2010

Unsecured intermediate debt issued August 15, 2

Series C, due August 15, 2012, 6.4 $ 75,000 $ 75,00(

Series D, due August 15, 2014, 6.5 75,00( 75,00(
Unsecured senior notes issued July 21, 2

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

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

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

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

Due July 21, 2016, 6.10! 40,00( 40,00(
Unsecured senior credit facility due December 18,1 — 10,00(

$ 350,000 $ 360,00(
Less loni-term debt due within one ye — —
Long-term debt $ 350,00 $ 360,00(

The intermediate unsecured debt outstanding atrbleee31, 2010 matures over a period from Augus226lAugust 2014 and carries a
weighted-average interest rate of 6.53 percent;lwisi paid semi-annually. The terms require thatmaintain a minimum ratio of debt
to total capitalization of less than 55 percenie Tebt is held by various entities, including $8iom held by a company affiliated with
one of our Board members.

We have $200 million senior unsecured fixed-rateesthat mature over a period from July 2012 tg 2016. Interest on the notes will
be paid semi-annually based on an annual ratel6ffgercent. We will make five equal annual priatigpayments of $40 million
starting on July 21, 2012. Financial covenantsiirequs to maintain a funded leverage ratio of thas 55 percent and an interest
coverage ratio (as defined) of not less than 250Q0. The note purchase agreement also corgddigonal terms, conditions, and
restrictions that we believe are usual and custghmannsecured debt arrangements for companiesatbaimilar in size and credit
quality.

We have an agreement with a midéink syndicate for a $400 million senior unsecuredlit facility maturing December 2011. While
have the option to borrow at the prime rate forurities of less than 30 days, we anticipate thatmtfajority of all of the borrowings over
the life of the facility will accrue interest aspread over the London Interbank Bank Offered RAIBOR”). We pay a commitment f¢
based on the unused balance of the facility. Pheasl over LIBOR as well as the commitment feesigdnined according to a scale
based on a ratio of our total debt to total cajidgion. The LIBOR spread ranges from .30 pertemd5 percent over LIBOR depending
on the ratios. At December 31, 2010, the LIBOReadron borrowings was .35 percent and the commitfeerwas .075 percent per
annum. At December 31, 2010, we had two lettexsedit totaling $21.9 million under the facilitp@no borrowings against the facility
leaving $378.1 million available to borrow.

Financial covenants in the facility require we ntain a funded leverage ratio (as defined) of laas t50 percent and an interest coverage
ratio (as defined) of not less than 3.00 to 1.08e facility contains additional terms, conditiarsd restrictions that we believe are usual
and customary in unsecured debt arrangements fopanies that are similar in size and credit qual&y December 31, 2010 we were in
compliance with all debt covenants.

10. Income Taxes

Our effective tax rate for the three months endeddinber 31, 2010 and 2009 was 37.4 percent ang8fc8nt, respectively. The
effective rate differs from the U.S. federal statytrate of 35.0 percent primarily due to state fondign taxes.

It is reasonably possible that the amount of thecwgnized tax benefit with respect to certain cogaized tax positions will increase or
decrease during the next 12 months; however, weotlexpect the change to have a material effecesuits of operations or financial
position.
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11.

12.

13.

Acquisition of TerraVici Drilling Solutions

Pursuant to the satisfaction of a performance moifess we paid $4.0 million during the first quartéfiscal 2011 that was accounted for
as goodwill. The payment is shown as an invesitityity in the Consolidated Condensed Statemein@ash Flows.

Commitments and Contingencies

In conjunction with our current drilling rig conatition program, purchase commitments for equipnparts and supplies of
approximately $117.3 million are outstanding at &aber 31, 2010.

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

We are contingently liable to sureties in respédiamds issued by the sureties in connection wéttiain commitments entered into by us
in the normal course of business. We have ageeewiemnify the sureties for any payments madenhbyntin respect of such bonds.

During the ordinary course of our business, comtirgies arise resulting from an existing condit&ityation, or set of circumstances
involving an uncertainty as to the realization gfassible gain contingency. We account for gaintiogencies in accordance with the
provisions of ASC 450Contingencies and, therefore, we do not record gain contingenand recognize income until realized. As
discussed in Note 2, Discontinued Operations, ptg@ad equipment of our Venezuelan subsidiary seased by the Venezuelan
government on June 30, 2010. We continue to etaltaious remedies, including any recourse we haay against Petroleos de
Venezuela, S.A. (“PDVSA"), the state-owned petralecompany, or related parties, any remuneratioeiatbursement that we might
collect from PDVSA or related parties, and any owurces of recovery for our losses. While thexists the possibility of realizing a
recovery, we are currently unable to determindithang or amounts we may receive, if any, or thkelihood of recovery. No gain
contingencies are recognized in our Consolidatead€nsed Financial Statements.

Segment Information

We operate principally in the contract drilling iredry. Our contract drilling business includes fibliowing reportable operating
segments: U.S. Land, Offshore, and InternationaldaThe contract drilling operations consist maiofl contracting Company-owned
drilling equipment primarily to large oil and gagpéoration companies. Our primary internationaaa of operation include Colombia,
Ecuador, Argentina, Mexico, Tunisia and Bahraine Tiiternational Land operations have similar sesjidhave similar types of
customers, operate in a consistent manner anddiviar economic and regulatory characteristichkeréfore, we have aggregated our
international operations into one reportable sedm&ur Venezuelan operation, which was historjcalt operating segment within the
International Land Segment, was discontinued irthivel quarter of fiscal 2010. Consequently, perting results are excluded from
segment data tables below for all periods preseniath reportable segment is a strategic busimassvhich is managed separately.
Other includes non-reportable operating segmeR&zenues included in Other consist primarily otaéincome. Consolidated revenues
and expenses reflect the elimination of all maténi@rcompany transactions.

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

* revenues from external and internal customers

» direct operating costs

e depreciation and

» allocated general and administrative costs butuebed corporate costs for other depreciation, incfiore asset sales and ot
corporate income and expense.

Certain general and administrative costs are akactn the segments based primarily on specifintitieation and, to the extent that such
identification is not practical, on other methodsiehh we believe to be a reasonable reflection efufilization of services provided.

Segment operating income is a non-GAAP financisdsnee of our performance, as it excludes genechhdministrative expenses,
corporate depreciation, income from asset sale®trat corporate income and expense. We conséggnent
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operating income to be an important supplementalsue of operating performance by presenting tréndar core businesses. We use
this measure to facilitate period-to-period comgans in operating performance of our reportablensegs in the aggregate by
eliminating items that affect comparability betwegmriods. We believe that segment operating incismiseful to investors because it
provides a means to evaluate the operating perfazenaf the segments on an ongoing basis usingiartteat are used by our internal
decision makers. Additionally, it highlights optng trends and aids analytical comparisons. H@mesegment operating income has
limitations and should not be used as an alteredtivoperating income or loss, a performance meaetermined in accordance with
GAAP, as it excludes certain costs that may aféectoperating performance in future periods.

Summarized financial information of our reportabdgments for the three months ended December 30, 28d 2009, is shown in the
following tables:

Segment
External Inter - Total Operating
(in thousands) Sales Segment Sales Income (Loss)
December 31, 2010
Contract Drilling:
U.S. Land $ 476,81¢ $ — $ 476,81¢ $ 158,36
Offshore 44,86 — 44,86 9,00(
International Lanc 68,954 — 68,95/ 14,365
590,63¢ — 590,63 181,72¢
Other 4,00: 21C 4,21% (1,157
594,64 21C 594,85. 180,57
Eliminations — (210 (210) —
Total $ 594,64, $ — 3 594,64: $ 180,57
Segment
External Inter- Total Operating
(in thousands) Sales Segment Sales Income (Loss)
December 31, 200!
Contract Drilling:
U.S. Land $ 285,06¢ $ — % 285,06¢ $ 91,52
Offshore 52,29( — 52,29( 15,10¢
International Lanc 55,79: — 55,797 11,10¢
393,15¢ — 393,15¢ 117,73t
Other 3,08¢ 205 3,291 (794)
396,24 20% 396,44 116,94
Eliminations — (20%) (205) —
Total $ 396,24: $ — $ 396,24: $ 116,94
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The following table reconciles segment operatir@pme per the table above to income from continojpgrations before income taxes

and equity in income of affiliate as reported oa @onsolidated Condensed Statements of Income.

Three Months Ended
December 31,

2010 2009
(in thousands)
Segment operating incon $ 180,57 $ 116,94
Income from asset sal 2,66¢ 1,011
Corporate general and administrative costs andocatp depreciatio (12,520 (12,57)
Operating incom 170,72t 105,38
Other income (expense
Interest and dividend incon 314 30¢
Interest expens (4,45)) (4,699
Other 16€ 15
Total other income (expens (3,979 (4,370
Income from continuing operations before incomes $ 166,75! $ 101,01«
December 31 September 30
2010 2010
(in thousands)
Total asset
U.S. Land $ 3,286,771 $ 3,257,38
Offshore 151,58t 132,34:
International Lanc 370,72: 411,33¢
Other 36,60¢ 32,52¢
3,845,68 3,833,58!
Investments and corporate operati 611,69: 421,51
Total assets from continued operatit 4,457,37! 4,255,101
Discontinued operatior 8,24( 10,27(
$ 4,465,61' $ 4,265,37!

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

Three Months Ended
December 31

2010 2009
(in thousands)
Operating revenue
United State: $ 519,04( $ 326,66.
Colombia 18,817 16,48¢
Ecuadotr 12,02t 12,54;
Argentina 13,00¢ 11,34(
Other foreigr 31,75: 29,20¢
Total $ 594,64: $ 396,24.
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14.

15.

16.

Pensions and Other Post-retirement Benefits

The following provides information at December 310 and 2009 related to the Company-sponsored stantkefined benefit pension
plan.

Components of Net Periodic Benefit Cost

Three Months Ended
December 31,
2010 2009
(in thousands)

Interest cos $ 1,11¢ $ 1,19¢
Expected return on plan ass (1,185 (1,107%)
Recognized net actuarial la 75C 53€
Net pension expen $ 681 § 62

Employer Contributions

We contributed $0.5 million to the Pension Planimyithe three months ended December 31, 2010. dfifeate contributing at least $.
million for the remainder of fiscal 2011 to mee¢ tminimum contribution required by law and expeddiional contributions to be made
to fund distributions.

Foreign Plan

We maintain an unfunded pension plan in one ofriternational subsidiaries. Our pension benefis approximately $3,000 and our
pension expense was approximately $145,000 fothitee months ended December 31, 2010 and 200%atdsgly.

Risk Factors

International operations are subject to certaiitipal, economic and other uncertainties not entenad in U.S. operations, including
increased risks of terrorism, kidnapping of empksjeexpropriation of equipment as well as expraipreof a particular oil company
operator’s property and drilling rights, taxatioslipies, foreign exchange restrictions, currendg fuctuations and general hazards
associated with foreign sovereignty over certagaarnn which operations are conducted. There camo lmssurance that there will not be
changes in local laws, regulations and administeatequirements or the interpretation thereof witichld have a material adverse effect
on the profitability of our operations or on ouildp to continue operations in certain areas.

Recently Issued Accounting Standards

On January 21, 2010, the Financial Accounting Steat&lBoard (“FASB”) issued ASU No. 2010-G&ir Value Measurements and
Disclosures (Topic 820) — Improving Disclosures@teair Value MeasurementsEffective December 15, 2009, we adopted the
disclosure requirements requiring reporting ertit provide information about movements of asagtsng Levels 1 and 2 of the three-
tier fair value hierarchy established by ASC 828ir Value Measurements The adoption had no impact on these Consolidated
Condensed Financial Statements. Effective foafigears beginning after December 15, 2010, a @léation of purchases, sales,
issuance, and settlements of financial instrumealiged with a Level 3 method, which is used to@tlre hardest to value instruments,
will be required. We currently believe the adoptielated to Level 3 financial instruments will leawo impact on the Consolidated
Financial Statements.

On October 1, 2010, we adopted ASU No. 2009Mdltiple-Deliverable Revenue Arrangements — a cosise of the FASB Emerging
Issues Task Forc@opic 605), which amended the revenue guidancemA8C 605. The adoption had no impact on the Glateted
Financial Statements.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIMNCIAL CONDITION
AND RESULTS OF OPERATIONS
December 31, 2010

RISK FACTORS AND FORWARD -LOOKING STATEMENTS

The following discussion should be read in conjiorctvith the Consolidated Condensed Financial Statés and related notes included
elsewhere herein and the Consolidated Financié®ents and notes thereto included in our 2010 AhReport on Form 10-K. Our future
operating results may be affected by various tremifactors which are beyond our control. Theski@e, among other factors, fluctuations
in natural gas and crude oil prices, early terniamadf drilling contracts, forfeiture of early temation payments under fixed term contracts
due to sustained unacceptable performance, unsiatesllection of receivables, inability to proeukey rig components, failure to timely
deliver rigs within applicable grace periods, digion to or cessation of the business of our lichgeurce vendors or fabricators, currency
exchange losses, expropriation of assets, detéadpraf credit markets, changes in general econ@nétpolitical conditions, adverse weather
conditions including hurricanes, rapid or unexpéatkanges in technologies and uncertain businastitmns that affect our businesses.
Accordingly, past results and trends should natded by investors to anticipate future resultsemds. Our risk factors are more fully
described in our 2010 Annual Report on Form 10-H elsewhere in this Form 10-Q.

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

RESULTS OF OPERATIONS

Three Months Ended December 31 , 2010 vs. Three Mitvs Ended December 31 , 2009

We reported income from continuing operations di4s4 million ($0.96 per diluted share) from opargtrevenues of $594.6 million for the
first quarter ended December 31, 2010, comparddinéome from continuing operations of $63.8 millig0.60 per diluted share) from
operating revenues of $396.2 million for the fiystarter of fiscal year 2010. In the first quadéfiscal 2011, we had a net loss from
discontinued operations of $0.2 million with noezff on a per diluted share basis. In the firsttguaf fiscal year 2010, we had a loss from
discontinued operations of $0.6 million ($0.01 lpss diluted share). Including discontinued operes, we recorded net income of $104.2
million ($0.96 per diluted share) for the first qies ended December 31, 2010, compared to netiaad $63.2 million ($0.59 per diluted
share) for the first quarter ended December 319208come from continued operations for the fipsarter of fiscal 2011 includes
approximately $1.7 million ($0.02 per diluted shaskafter-tax gains from the sale of assets. Inedrmm continued operations for the first
quarter of fiscal 2010 includes approximately $@illion ($0.01 per diluted share) of after-tax gafrom the sale of assets.

On June 30, 2010, the Official Gazette of Venezpelaished the Decree of Venezuelan President Hifgorez, which authorized the
“forceful acquisition” of eleven rigs owned by odenezuelan subsidiary. The Decree also authotteedeizure of “all the personal and real
property and other improvements” used by our Veakrusubsidiary in its drilling operations. Thezésj of our assets became effective
June 30, 2010 and met the criteria establishetefmrgnition as discontinued operations under adooystandards for presentation of
financial statements. Therefore, operations froen\tenezuelan subsidiary, an operating segmeninaitle International Land segment, have
been classified as discontinued operations in ams@lidated Condensed Financial Statements. #ibhical statements have been
reclassified to conform to this presentation.

We continue to evaluate various remedies, includimgrecourse we may have against PDVSA or reladeiies, any remuneration or
reimbursement that we might collect from PDVSA@ated parties, and any other sources of recowgrgur losses. While there exists the
possibility of realizing a recovery, we are curfgninable to determine the timing or amounts we magive, if any, or the likelihood of
recovery. No gain contingencies are recognizeduim@ondensed Consolidated Financial Statements.
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Summarized operating results from discontinued atjmrs are as follows:

Three Months Ended
December 31

2010 2009
Revenue $ — 3 3,601
Loss before income tax (215) (2,86%)
Income tax benef — 2,301
Loss from discontinued operatio $ (219 $ (567)
Significant categories of assets and liabilitiesfrdiscontinued operations are as follows:

December 31, September 30,

2010 2010
Other current asse $ 8,24C $ 10,27(
Total asset $ 8,24C $ 10,27(
Total current liabilities $ 591t $ 7,992
Total noncurrent liabilitie: 2,322 2,27¢
Total liabilities $ 8,24( $ 10,27(

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

The following tables summarize operations by reglule operating segment for the three months endéegmber 31, 2010 and 2009.
Operating statistics in the tables exclude thecesfef offshore platform and international manageneentracts, and do not include
reimbursements of “out-of-pocket” expenses in rexerexpense and margin per day calculations. Becalaulations for international
operations also exclude gains and losses froml#&tos of foreign currency transactions. Segmemrafing income is described in detail in
Note 13 to the Consolidated Condensed Financigé¢®ents

Three Months Ended December 31
2010 2009
(in thousands, except days and per day amount

U.S. LAND OPERATIONS

Revenue: $ 476,81¢ $ 285,06
Direct operating expens: 252,23t 138,35!
General and administrative expel 5,85¢t 6,661
Depreciatior 60,36 48,53(
Segment operating incon $ 158,36. $ 91,52:
Revenue day 17,24¢ 11,26(
Average rig revenue per d $ 24,95. $ 24,118
Average rig expense per d $ 11,93 $ 11,08
Average rig margin per de $ 13,02( $ 13,03(
Rig utilization 84% 62%

U.S. Land segment operating income increased t8.81&illion for the first quarter of fiscal 2011 ropared to $91.5 million in the same
period of fiscal 2010. Revenues were $476.8 milhod $285.1 million in the first quarter of fis@&11 and 2010, respectively. Included in
U.S. land revenues for the three months ended Dieee81, 2010 and 2009 are reimbursements for “Gpboket” expenses of $46.4 million
and $13.6 million, respectively. Also included inSJland revenues for the first quarter of fisd@l 2 and 2010 is approximately $1.9 million
and $15.6 million, respectively, attributable tolgsermination related revenue and customer regdedelivery delay revenue for new
FlexRigs® (hereinafter “FlexRig”).

Early termination related revenue and customeresiga delivery delay revenue for the new FlexRighé comparable quarters decreased
$1,281 per day. Anincrease of $2,120 in the @eravenue per day exclusive of early terminat@ated revenue and customer requested
delivery delay revenue was primarily due to anéase in average dayrates in the comparable quarters

U.S. land rig utilization increased to 84 percantthe first quarter of fiscal 2011 compared tgp&2cent for the first quarter of fiscal 2010.
U.S. land rig revenue days for the first quartefisifal 2011 were 17,249 compared with 11,260 lierdame period of fiscal 2010, with an
average of 187.5 and 122.4 rigs working duringfitts¢ quarter of fiscal 2011 and 2010, respectivelye increase in
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revenue days and average rigs working is attribetibthe U.S. Land segment experiencing a steaciyvery during fiscal 2010 and the
addition of new FlexRigs in the segment.

At December 31, 2010, 193 out of 210 existing iigthe U.S. Land segment were generating reve@fehe 193 rigs generating revenue,
130 were under fixed term contracts and 63 were&ingrin the spot market. At January 27, 2011 rthmber of existing rigs under fixed
term contracts in the segment increased to 131uriger term contracts and the number of rigs warkinthe spot market increased to 67.

Three Months Ended December 31
2010 2009
(in thousands, except days and per day amount

OFFSHORE OPERATIONS

Revenue: $ 44867 $ 52,29(
Direct operating expens: 30,921 32,57¢
General and administrative expel 1,41(C 1,63(
Depreciatior 3,53( 2,97¢
Segment operating incon $ 9,00C $ 15,10¢
Revenue day 587 70C
Average rig revenue per d $ 45,35( $ 52,96(
Average rig expense per d $ 27,28" $ 28,02«
Average rig margin per de $ 18,06 $ 24,93¢
Rig utilization 71% 85%

Offshore revenues include reimbursements for “diiecket” expenses of $7.3 million and $6.7 millif@m the three months ended
December 31, 2010 and 2009, respectively.

At December 31, 2010, six of our nine platform ngsre active. One of the idle rigs has a lettantefint and could begin operations in the
third quarter of fiscal 2011. The rig currently &ed offshore Trinidad was mobilizing during thereat quarter and returned to work early in
the second fiscal quarter of 2011.

Three Months Ended December 31,
2010 2009
(in thousands, except days and per day amounts)

INTERNATIONAL LAND OPERATIONS

Revenue: $ 68,95 $ 55,791
Direct operating expens: 46,53¢ 37,28:
General and administrative expel 86¢ 491
Depreciatior 7,18¢ 6,91¢
Segment operating incon $ 14,367 $ 11,10¢
Revenue day 1,92 1,631
Average rig revenue per d. $ 33,78¢ $ 32,70¢
Average rig expense per d $ 22,16« $ 21,48¢
Average rig margin per de $ 11,62 $ 11,22(
Rig utilization 76% 58%

International Land segment operating income foffitis¢ quarter of fiscal 2011 was $14.4 millionnepared to operating income of $11.1
million in the same period of fiscal 2010. Incldde International land revenues for the three meminded December 31, 2010 and 2009 are
reimbursements for “out-of-pocket” expenses of $4illion and $2.5 million, respectively.

Revenues in the first quarter of fiscal 2011 insezhby $13.2 million compared to the first quadifiscal 2010 as utilization increased from
58 percent to 76 percent. The increased utilinasa result of additional rigs working in the semnt during the first quarter of fiscal 2011

compared to the first quarter of fiscal 2010. BDgrihe current quarter, an average of 21.1 rigketdcompared to an average of 17.9 rigs in
the first quarter of fiscal 2010. Subsequent #ofitst quarter of fiscal 2011, two FlexRigs wik lransferred back to the U.S. Land segment.
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RESEARCH AND DEVELOPMENT

For the three months ended December 31, 2010 08 2@ incurred $3.5 million and $1.8 million, resfively, of research and developn
expenses related to ongoing development of a retagrable system. Pursuant to the satisfactianpafformance milestone, we paid $4.0
million during the first quarter of fiscal 2011.h& additional payment was accounted for as goodwill

OTHER

General and administrative expenses decrease®t® #iillion in the first quarter of fiscal 2011 fro$20.6 million in the first quarter of fisc
2010. Stock-based compensation expense decreggerkianately $3.8 million in the first quarter aé¢al 2011 compared to the first quarter
of 2010 primarily due to a change in our Long-Ténrentive Plan that was made in the first quartdisocal 2010 whereby stock-based
compensation was accelerated and additional expesséncurred. This decrease was primarily offseincreases in salaries, bonuses and
benefit costs in the first quarter of fiscal 20Xlapproximately $2.6 million.

Income tax expense increased to $62.4 million énfittst quarter of fiscal 2011 from $37.2 milliamthe first quarter of fiscal 2010, with the
effective tax rate from continuing operations iragiag to 37.4 percent from 36.8 percent for the tanmparable quarters.

Interest expense was $4.5 million and $4.7 miliiothe first quarter of fiscal 2011 and 2010, respely. Capitalized interest, all attributable
to our rig construction, was $1.7 million for batbmparable quarters. Interest expense beforeatiapi interest decreased $0.2 million
during the first quarter of fiscal 2011 comparedh® first quarter of fiscal 2010 primarily dueremluced borrowings under a fixed-rate credit
facility obtained in July 2009 that matured in Jary2010.

LIQUIDITY AND CAPITAL RESOURCES

Liquidity

Cash and cash equivalents increased to $173.&mdli December 31, 2010 from $63.0 million at Seybier 30, 2010. The following table
provides a summary of cash flows for the three-inqariod ended December 31, (in thousands):

Net cash provided (used) by:

2010 2009
Operating activitie! $ 238,65! $ 122,31¢
Investing activities (117,196 (62,289
Financing activitie: (10,659 (46,299
Increase (decrease) in cash and cash equivi $ 110,80 $ 13,73:

Operating activities

Cash flows from operating activities were approxeha$238.7 million for the three months ended Deber 31, 2010 compared to
approximately $122.3 million for the same periodeth December 31, 2009. The increase in cash pm¥iden operating activities is
primarily due to an increase in net income and gharduring the comparable three month periodsdowatds receivable. Accounts receive
decreased during the three months ended Decemp203Q, primarily due to the collection of $36 naiti for income tax recorded as a
receivable at September 30, 2010. For the threghm@nded December 31, 2010, accounts receivatriegised $25.9 million as drilling
activity improved.

Investing activities
Capital expenditures increased $51.4 million pritpattributable to the increased building of nelexRigs.
Financing activities

During the three months ended December 31, 2010edeced our outstanding debt by $10.0 million cared to reductions of $40.0 million
during the three months ended December 31, 2009.

Other Liquidity

Funds generated by operating activities, availabtdh and cash equivalents and credit facilitiesiwoa to be our significant sources of
liquidity. We believe these sources of liquiditjlive sufficient to sustain operations and finaestimated capital expenditures, including rig
construction, for fiscal 2011. There can be naasge that we will continue to generate cash flawsurrent levels or obtain additional
financing. Our indebtedness totaled $350.0 milawDecember 31, 2010. For additional informatiegarding debt agreements, refer to Note
9 of the Consolidated Condensed Financial Statesnent
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Backlog

Our contract drilling backlog, being the expectetilife revenue from executed contracts with origieahs in excess of one year, as of
December 31, 2010 and September 30, 2010 was $&#i8in and $2,449 million, respectively. Approxately 66.7 percent of the
December 31, 2010 backlog is not reasonably exgéotbe filled in fiscal 2011. Term contracts custoily provide for termination at the
election of the customer with an “early terminatjmayment” to be paid to us if a contract is terrtedaprior to the expiration of the fixed
term. However, under certain limited circumstansesh as destruction of a drilling rig, bankrupteystained unacceptable performance by
us, or delivery of a rig beyond certain grace antifuidated damage periods, no early terminatiapnpent would be paid to us. In additiol
portion of the backlog represents term contraateiéav rigs that will be constructed in the futui&e obtain certain key rig components from
a single or limited number of vendors or fabricatdertain of these vendors or fabricators ardytltapitalized independent companies
located on the Texas Gulf Coast. Therefore, digynp in rig component deliveries may occur. Actiogly, the actual amount of revenue
earned may vary from the backlog reported. Seeiskdactors under “ltem 1A. Risk Factors” of cdmnual Report on Form 1K; filed with
the Securities and Exchange Commission on Nove@whe2010, regarding fixed term contract risk, ofieral risks, including weather, and
vendors that are limited in number and thinly cased.

The following table sets forth the total backlogreportable segment as of December 31, 2010 ant@@bpr 30, 2010, and the percentage of
the December 31, 2010 backlog not reasonably exgeatbe filled in fiscal 2011:

Three Months Ended

December 31 September 30 Percentage Not Reasonabl
Reportable Segmen 2010 2010 Expected to be Filled in Fiscal 201
(in millions)
U.S. Land $ 2,16¢ $ 1,99¢ 64.7%
Offshore 131 13¢ 75.€%
International Lanc 292 311 77.2%
$ 2,591 $ 2,44¢

Capital Resources

During the first quarter of fiscal 2011, we annceth@greements to build and operate four new FlexRigler multi-year contracts. In
January 2011, we announced agreements to buildgerate an additional eight new FlexRigs. Durimgthree months ended December 31,
2010, we completed seven FlexRigs that are unged fierm contracts. An additional three FlexRigder fixed term contracts were
completed by the end of January 2011. Like thasepteted in prior fiscal periods, each of these RéaxRigs are committed to work for an
exploration and production company under a fixethteontract, performing drilling services on a daykcontract basis.

Given the increased number of customer commitntbatswve have for new FlexRigs to be completedybar, and the level of rig compon
orders that are required to ensure our abilityfiecéively respond to additional new FlexRig demaodr capital spending estimate for fiscal
2011 has increased from $600 million, as previod&glosed, to approximately $750 million. Cap#apenditures were $116.2 million and

$64.8 million for the first three months of fis@011 and 2010, respectively. Capital expenditimeeased from 2010 primarily due to the
additional new rigs completed during the comparapiarters.

There were no other significant changes in ounfaia position since September 30, 2010.

MATERIAL COMMITMENTS

Material commitments as reported in our 2010 AnfRegbort on Form 10-K have not changed significaatliipecember 31, 2010.
CRITICAL ACCOUNTING POLICIES

Our accounting policies that are critical or thestrinportant to understand our financial conditém results of operations and that require
management to make the most difficult judgmentgdaseribed in our 2010 Annual Report on Form 107iKere have been no material
changes in these critical accounting policies.

RECENTLY ISSUED ACCOUNTING STANDARDS

On January 21, 2010, the FASB issued ASU No. 2@, 6-8ir Value Measurements and Disclosures (Topic 820mproving Disclosures
about Fair Value MeasurementsEffective December 15, 2009, we adopted thdalisce requirements requiring reporting entitieprtovide

information about movements of assets among Levalsd 2 of the three-tier fair value hierarchy
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established by ASC 826air Value Measurements The adoption had no impact on these Consolidatadlensed Financial Statements.
Effective for fiscal years beginning after Decemb®y 2010, a reconciliation of purchases, salssaisce, and settlements of financial
instruments valued with a Level 3 method, whichised to price the hardest to value instruments$ beifequired. We currently believe the
adoption related to Level 3 financial instrumentd lhave no impact on the Consolidated Financiat&nents.

On October 1, 2010, we adopted ASU No. 2009Mdltiple-Deliverable Revenue Arrangements — a cosise of the FASB Emerging Issues
Task ForcgTopic 605), which amended the revenue guidancernA8C 605. The adoption had no impact on the Glateted Financial
Statements.
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PART I. FINANCIAL INFORMATION
December 31, 2010

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURESABOUT MARKET RISK
For a description of our market risks, see

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

e ‘“Item 7A. Quantitative and Qualitative Disclosur&sout Market Risk” in our 2010 Annual Report on Fot0-K filed with the
Securities and Exchange Commission on Novembe2@KD;

* Note 9 to the Consolidated Condensed FinanciaéBnts contained in Item 1 of Part | hereof witharel to interest rate risk is
incorporated herein by reference; and

* Note 15 to the Consolidated Condensed Financig¢®tnts contained in Iltem 1 of Part | hereof wibard to foreign currency
exchange rate risk is incorporated herein by refeze

ITEM 4. CONTROLS AND PROCEDURES

As of the end of the period covered by this repmtevaluation was performed with the participatbour management, including the Chief
Executive Officer and Chief Financial Officer, diteffectiveness of the design and operation oflmalosure controls and procedures.
Based on that evaluation, our management, incluiie@hief Executive Officer and Chief FinanciafiGdér, concluded that our disclosure
controls and procedures were effective as of Deeei®b, 2010, at ensuring that information requicetle disclosed by us in the reports we
file or submit under the Securities Exchange Act@84 is recorded, processed, summarized and egpwithin the time periods specified in
the SEC’s rules and forms. There have been noggsain our internal controls over financial repugtthat occurred during the most recent
fiscal quarter that have materially affected, @ @rasonably likely to materially affect, our imtak controls over financial reporting.

PART Il. OTHER INFORMATION
ITEM 1A. RISK FACTORS

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

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

Although we attempt to minimize the potential impatsuch risks by operating in more than one gapigical area, during the three months
ended December 31, 2010, approximately 12 perdemircconsolidated operating revenues were gergefeden the international contract
drilling business. During the three months endeddb&ber 31, 2010, approximately 64 percent of tterimational operating revenues were
from operations in South America and approxima#@ypercent of South American operating revenueg fem Argentina and Colombia.

Reference is made to the risk factors pertainingutoency devaluation, interest rate risk and tbenfany’s securities portfolio in Iltem 1A of
Part 1 of the Company’s Form 10-K for the year eh8eptember 30, 2010. In order to update thekdaisors for developments that have
occurred during the first three months of fiscal 20the risk factors are hereby amended and updhgteeference to, and incorporation herein
of, Notes 5, 9 and 15 to the Consolidated CondeRgehcial Statements contained in Item 1 of Phagreof.

Except as discussed above, there have been naahabtemges to the risk factors disclosed in Itekof Part 1 in our Form 10-K for the year
ended September 30, 2010.
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ITEM 6. EXHIBITS

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

Exhibit
Number Description

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

32 Certification of Chief Executive Officer and Chiefnancial Officer Pursuant to 18 U.S.C. Section,2&% Adopted Pursuant to
Section 906 of the Sarbal-Oxley Act of 2002
101 Financial statements from the quarterly report om+10-Q of Helmerich & Payne, Inc. for the quagaded December 31, 2010,

filed on February 7, 2011, formatted in XBRL: fietConsolidated Condensed Statements of Inco#h€iiConsolidated
Condensed Balance Sheets, (iii) the Consolidatewl@used Statements of Stockholders’ Equity, (ig)@lonsolidated Condensed
Statements of Cash Flows and (v) the Notes to Giolat¢ed Condensed Financial Statements taggedaksbf text
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd¢iport to be signed on its
behalf by the undersigned thereunto duly authorized

HELMERICH & PAYNE, INC.
(Registrant

Date: February 7, 2011 By: /S/HANS C. HELMERICH

Hans C. Helmerich, Preside

Date: February 7, 2011 By: /S/JUAN PABLO TARDIO

Juan Pablo Tardio, Chief Financial Offic
(Principal Financial Officer
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EXHIBIT INDEX

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

Exhibit
Number Description

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

32 Certification of Chief Executive Officer and Chiefnancial Officer Pursuant to 18 U.S.C. Section@, 2% Adopted Pursuant to
Section 906 of the Sarbal-Oxley Act of 2002
101 Financial statements from the quarterly report om+10-Q of Helmerich & Payne, Inc. for the quagaded December 31,

2010, filed on February 7, 2011, formatted in XBRilL.the Consolidated Condensed Statements of le¢dii) the Consolidated
Condensed Balance Sheets, (iii) the Consolidatewl@used Statements of Stockholders’ Equity, (ig)@lonsolidated
Condensed Statements of Cash Flows and (v) thesNmt€onsolidated Condensed Financial Statemeggedbas blocks of tex

28




EXHIBIT 31.1
CERTIFICATION
I, Hans Helmerich, certify that:
1. | have reviewed this report on Form 10-Q of Helre®&. Payne, Inc.;

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

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

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

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

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

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

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

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

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

b) Any fraud, whether or not material, that involveamagement or other employees who have a significémin the

registrant’s internal control over financial repogt

Date: February 7, 2011 /SI HANS HELMERICH
Hans Helmerich, Chief Executive Offic




EXHIBIT 31.2
CERTIFICATION
I, Juan Pablo Tardio, certify that:
1. | have reviewed this report on Form 10-Q of Helrde®&. Payne, Inc;

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

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

4, The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and
procedures (as defined in Exchange Act Rules 13ayHnd 15d-15(e)) and internal control over finaheporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)) for the registrand have:

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

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

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

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

reporting; and

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

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

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

Date: February 7, 2011 /S JUAN PABLO TARDIO
Juan Pablo Tardio, Chief Financial Offic




EXHIBIT 32

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

In connection with the Quarterly Report of Helmér& Payne, Inc. (the “Company”) on Form 10-Q foe theriod ended
December 31, 2010, as filed with the SecuritiesExcthange Commission on the date hereof (the “R8pétans Helmerich, as Chief
Executive Officer of the Company, and Juan Pablaibaas Chief Financial Officer of the Companygleaereby certifies, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Segfi6rof the Sarbanes-Oxley Act of 2002, to the békis knowledge, that:

(1) The Report fully complies with the requirementsSefction 13(a) of the Securities Exchange Act of412®d

(2) The information contained in the Report fairly gets, in all material respects, the financial cdadiand result of
operations of the Company.

/S/ HANS HELMERICH /S/ JUAN PABLO TARDIO
Hans Helmerich Juan Pablo Tardi
Chief Executive Office Chief Financial Officel

February 7, 201 February 7, 201




