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UNITED STATES
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Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
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OR
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EXCHANGE ACT OF 1934
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subject to such filing requirements for the pastla@s. Yedx] No[O

Indicate by check mark whether the registrant lsnstted electronically and posted on its corpo¥&b site, if any, every Interactive
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Act.

Large accelerated fileX] Accelerated fileld
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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 $761 at JOn2@L1 and $830 at September 30, 2

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
Noncurrent liabilities of discontinued operatic
Total noncurrent liabilitie:

Shareholder equity:

Common stock, $.10 par value, 160,000,000 shartkedzed, 107,144,058 and 107,057,904 shares
issued as of June 30, 2011 and September 30, &xl#&ctively and 106,986,909 and
105,819,161 shares outstanding as of June 30, & September 30, 2010, respecti

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.

June 30, September 30
2011 2010
288,06 $ 63,02(
444,21. 457,65¢
48,91 43,40:
19,53¢ 14,28:
74,25 64,17
7,631 10,27(
882,60¢ 652,80:¢
453,04¢ 320,71:
3,553,74. 3,275,02
21,63¢ 16,83¢
4,911,031 $ 4,265,37!
7431. $ 80,53«
182,42 144,11:
5,17(C 7,992
261,90¢ 232,63t
350,00t 360,00(
984,76° 771,38:
91,66! 91,60¢
2,461 2,27¢
1,428,88! 1,225,26
10,71+ 10,70¢
205,00¢ 191,90(
2,840,31! 2,547,91
168,90« 84,10
(4,709 (27,16Y
3,220,233 2,807,46!
4,911,031 $ 4,265,37!
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES

CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS

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
Gain on sale of investment securit
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 (LOSS)

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

Net income (loss

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

Net income (loss

Weighted average shares outstand
Basic
Diluted

Dividends declared per common sh

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

Three Months Ended

Nine Months Ended

June 30, June 30,
2011 2010 2011 2010

$ 539,37 $ 366,98¢ $ 1,511,64' $ 976,49
54 ,56¢ 53,13: 150,02: 153,18t
46,05! 60,04t 169,68¢ 177,37
4,10¢ 3,21¢ 11,78: 9,14~
644,09! 483,38 1,843,14. 1,316,20!
365,58¢ 285,58 1,035,67: 742,76.
79,10¢ 65,20¢ 228,45( 189,41
24,07: 20,11+ 68,36¢ 61,29¢
4,39¢ 3,25¢ 11,50¢ 8,411
(3,489 (2,249 (10,262 (4,245
469,67 371,91( 1,333,73 997,64
174,41¢ 111,47 509,40¢ 318,56
90:¢ 94C 1,57: 1,53¢
(3,22)) (3,96)) (13,185 (12,699
913 — 913 —
(190) 21E 20¢€ 258
(1,595) (2,806) (10,497 (10,909
172,82: 108,66¢ 498,91¢ 307,66(
62,99¢ 43,78¢ 185,76: 104,87(
109,82¢ 64,88: 313,15 202,79(
2 (101,549 (399 (127,16()
— 50 (5) 2,36
(2) (101,599 (38¢€) (129,52)
$ 109,82¢ $ (36,71H $ 312,76t $ 73,26
$ 1.02 $ 061 $ 29 $ 1.92
$ — $ (0.9 $ — 3 (1.29)
$ 1.02 $ (0.35) $ 29 $ 0.6¢
$ 1.01 $ 061 $ 287 $ 1.8¢
$ — % 0.95 $ — % (1.21)
$ 1.01 $ (0.3 $ 287 $ 0.6¢
106,96: 105,74 106,50: 105,67¢
108,78 107,44 108,55( 107,40(
$ 007 $ 0.06 $ 0.1¢ $ 0.1€

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

Nine Months Ended

June 30,
2011 2010
OPERATING ACTIVITIES:
Net income $ 312,76t $ 73,26%
Adjustment for loss from discontinued operatir 38¢ 129,52!
Income from continuing operatiol 313,15 202,79(
Adjustments to reconcile net income to net caskigeal by operating activitie:
Depreciatior 228,45( 189,41¢
Provision for bad det 3 4
Stocl-based compensatic 9,11« 12,87
Other 3 79
Gain on sale of investment securit (913 —
Income from asset sal (10,267) (4,245
Deferred income tax expen 155,63( 36,71«
Change in assets and liabilit-
Accounts receivabl 13,44: (101,055
Inventories (6,209 (3,96))
Prepaid expenses and otl (7,040 (11,739
Accounts payabl (24,379 (6,785
Accrued liabilities 15,241 20,02t
Deferred income taxe 20¢ (527)
Other noncurrent liabilitie 377 952
Net cash provided by operating activities from amnhg operation: 696,83: 334,54
Net cash used in operating activities from discorgd operation (38¢) (1,507)
Net cash provided by operating activit 696,44: 333,03
INVESTING ACTIVITIES:
Capital expenditure (493,776 (220,200
Proceeds from sale of sh-term investment — 12,51¢
Proceeds from sale of investment secur 3,93 —
Proceeds from asset sa 21,73¢ 6,291
Purchase of shc-term investment — (16)
Acquisition of TerraVici Drilling Solution: (4,000 —
Net cash used in investing activities from contirguoperation: (472,106 (201,409
Net cash used in investing activities from discoméid operation — (55
Net cash used in investing activiti (472,100 (201,459
FINANCING ACTIVITIES:
Proceeds from line of crec 10,00( 835,00(
Payments on line of crec (20,000 (970,000
Increase (decrease) in bank overd 4,84¢ (2,039
Dividends paic (19,227 (15,89)
Exercise of stock optior 13,73¢ (397
Excess tax benefit from stc-based compensatic 11,35: 3,31¢
Net cash provided by (used in) financing activi 70¢ (150,009
Net increase (decrease) in cash and cash equis 225,04! (18,425
Cash and cash equivalents, beginning of pe 63,02( 96,14:
Cash and cash equivalents, end of pe $ 288,060 $ 77,71

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

CONSOLIDATED CONDENSED STATEMENT OF SHAREHOLDERSQITY

Balance, September 30, 2C

Comprehensive Incom
Net income
Other comprehensive incorr
Change in value on available-for-
sale securitie

Amortization of net periodic bene
cost-net of actuarial gai
Total comprehensive incon

Cash dividends ($.19 per sha

Exercise of stock optior

Tax benefit of stock-based awards,
including excess tax benefits of $12
million

Treasury stock issued for vested
restricted stocl

Stocl-based compensatic

Balance, June 30, 20:

NINE MONTHS ENDED JUNE 30, 2011
(Unaudited)
(in thousands, except per share amounts)

Accumulated

Additional Other Total
Common Stock Paid-In Retained Comprehensive Treasury Stock Shareholder¢
Shares Amount Capital Earnings Income Shares Amount Equity
107,05¢ $10,70¢ $191,90( $2,54791 $ 84,10 1,23¢ $(27,16% $2,807,46!
312,76¢ 312,76t
83,39! 83,39!
1,40¢ 1,40¢
397,56.
(20,36¢) (20,369
86 8 (5639 (94€)  19,36¢ 13,73«
12,73( 12,73(
(3,09¢) (1349  3,09¢ —
9,11« 9,114
107,14« $10,71: $205,00¢ $2,840,31! $ 168,90: 157 $ (4,704 $3,220,23

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

1. 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 our former Venezuelan operation, perating segment within the International Land segtnas a discontinued operation
in the third quarter of fiscal 2010, as more fudlscribed in Note 2. Unless indicated otherwise jtformation in the Notes to the
Consolidated Condensed Financial Statements raatggo our continuing operations.

Three land rigs in the U.S. Land segment met the-toe-sale classification criteria at June 30, 20TThe net book value of the rigs are
included in prepaid expenses and other in the Gioladed Condensed Balance Sheet as of June 30, 2011

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 exggeae recognized as services are performed. Rtracts 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

2. 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 discontioperhtions in our Consolidated Condensed Fina&t&kements.

Summarized operating results from discontinued atpes are as follows:

Three Months Ended Nine Months Ended
June 30, June 30,
2011 2010 2011 2010
Revenue $ — 8 6,781 $ — 8 13,53¢
Loss before income tax @) (101,549 (399 (127,160
Income tax provisiol — (50) 5 (2,362)
Loss from discontinued operatio $ @ $ (101,59) $ (389) $ (129,52)
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Significant categories of assets and liabilitiesrfrdiscontinued operations are as follows:

June 30, September 30,
2011 2010
Other current asse $ 7631 $ 10,27(
Total asset $ 7631 $ 10,27(
Current liabilities $ 517C $ 7,992
Noncurrent liabilities 2,461 2,27¢
Total liabilities $ 7,631 $ 10,27(

3.

Liabilities consist of municipal and income taxes/able and social obligations due within the counfrVenezuela.
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 that contain ndieifable rights to receive dividends.
Such grants are considered participating securitieler ASC 260. As such, we are required to incthdee grants in the calculation of
our basic earnings per share and calculate basiiga per share using the two-class method. Toectass method of computing
earnings per share is an earnings allocation farthdt determines earnings per share for each @fassnmon stock and participating
security according to dividends declared (or acdated) and participation rights in undistributedrgags.

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 Nine Months Ended
June 30, June 30,
2011 2010 2011 2010
Numerator:
Income from continuing operatiol $ 109,82t $ 64,88: $ 313,15¢ $ 202,79(
Loss from discontinued operatio (2 (101,599 (38¢) (129,52)
Net income (loss 109,82t (36,71Y) 312,76t 73,26"
Adjustment for basic earnings per she
Earnings allocated to unvested sharehol (332) 99 (931) (18¢)
Numerator for basic earnings per sh:
From continuing operatior 109,49¢ 64,98: 312,22: 202,60:.
From discontinued operatio (2 (101,599 (38¢) (129,52)
109,49: (36,61¢) 311,83! 73,07¢
Adjustment for diluted earnings per she
Effect of reallocating undistributed earnings of
unvested shareholde 5 (2) 17 2
Numerator for diluted earnings per she
From continuing operatior 109,50: 64,98( 312,24( 202,60«
From discontinued operatio (2 (101,599 (38¢) (129,52)
$ 109,49¢ $ (36,619 $ 311,85. $ 73,08
Denominator
Denominator for basic earnings per share - weighted
average share 106,96 105,74 106,50: 105,67t
Effect of dilutive shares from stock options and
restricted stocl 1,822 1,701 2,04¢ 1,724
Denominator for diluted earnings per share - adplist
weightec-average share 108,78« 107,44 108,55( 107,40(
Basic earnings per common she
Income from continuing operatiol $ 1.0z $ 061 $ 29: % 1.92
Loss from discontinued operatio — (0.96) — (1.29)
Net income (loss $ 10z $ (039 $ 29 % 0.6¢
Diluted earnings per common shs
Income from continuing operatiol $ 1.01 $ 061 $ 287 $ 1.8¢
Loss from discontinued operatio — (0.95) — (1.22)
Net income (loss $ 101 $ (039 $ 287 $ 0.6¢

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

Three Months Ended Nine Months Ended
June 30, June 30,
2011 2010 2011 2010
Shares excluded from calculation of diluted earsipgr
share — 554 328 56¢
Weighte(-average price per she $ — 3 38.0: % 47.9¢  $ 38.0:

4. Inventories
Inventories consist primarily of replacement partsl supplies held for use in our drilling operasion

9
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5. Financial Instruments and Fair Value Measurement
The estimated fair value of our available-for-ssgeurities, reflected on our Consolidated CondeBsdaince Sheets as Investments, is

primarily based on market quotes. The following summary of available-for-sale securities, whixtlgdes investments in limited
partnerships carried at cost and assets held imnglified Supplemental Savings Plan:

Gross Gross Estimated
Unrealized Unrealized Fair
Cost Gains Losses Value

(in thousands)

Equity securities June 30, 20 $ 129,18! $ 307,44¢ $ — 8 436,63.
Equity securities September 30, 2( $ 129,18. $ 174,02' $ — 3 303,20t

On an on-going basis, we evaluate the marketahiityespcurities to determine if any decline in feédue 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 decline in fair value is other-than-tenapy. These factors include, but are
not limited to, (i) the length of time a securityin an unrealized loss position, (ii) the extemvhich fair value is less than cost, (iii) the
financial condition and near term prospects ofiseer and (iv) our intent and ability to hold #ezurity for a period of time sufficient to
allow for any anticipated recovery in fair valuénelcost of securities used in determining realg&ids and losses is based on the ave
cost basis of the security sold. We had no salesasketable equity available-feale securities during the first nine months afdl2011
and 2010.

Investments in limited partnerships carried at egeste approximately $9.4 million and $12.4 millianJune 30, 2011 and September 30,
2010, respectively. The estimated fair value oflitinéed partnerships was $18.3 million and $22i8iom at June 30, 2011 and
September 30, 2010, respectively. During the thirdrter ending June 30, 2011, we sold our invastinea limited partnership that was
carried at a cost of approximately $3.0 million dnadl a fair value of approximately $3.9 milliortla¢ date of the sale. A gross realized
gain of approximately $0.9 million is included hmetConsolidated Condensed Statements of Operations.

Assets held in the Nonqualified Supplemental SaxiRlgn are carried at fair market value which &até7.1 million at June 30, 2011 ¢
$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 tslioet maturity of those investments.

The carrying value of other assets, accrued lizsliand other liabilities approximated fair vahteJune 30, 2011 and September 30,
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 orlités in active markets.

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

 Level 3— Valuations based on inputs that are uadable and not corroborated by market data.
At June 30, 2011, our financial instruments utilizievel 1 inputs include cash equivalents, egestyurities with active markets and
money market funds we have elected to classifgsisicted assets that are included in other cuaesets and other assets. Also included
is cash denominated in a foreign currency we héactes to classify as restricted that is includedurrent assets of discontinued

operations and limited to remaining liabilitiesdicontinued operations. For these items, quotegiumarket prices are readily
available.

At June 30, 2011, financial instruments utilizingvel 2 inputs include a bank certificate of depogituded in other current assets.

10
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Currently, we do not have any financial instrumantkzing Level 3 inputs.

The following table summarizes our assets measatréadr value on a recurring basis presented inGansolidated Condensed Balance
Sheet as of June 30, 2011:

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 equivale! $ 288,06¢ $ 288,06¢ $ — —
Equity securitie: 436,63: 436,63: — —
Other current asse 21,82 21,57 25C —
Other asset 2,00( 2,00( — —
Total assets measured at fair ve $ 748,52(  $ 748,27( $ 25C $ —

The following information presents the supplemefaalvalue information about long-term fixed-ratebt at June 30, 2011 and
September 30, 2010:

June 30, September 30
2011 2010
(in thousands)
Carrying value of lon-term fixec-rate deb $ 350.C $ 350.(
Fair value of lon-term fixec-rate deb $ 376 $ 382.¢

The fair value for fixed-rate debt was estimateidgisash flows discounted at rates reflecting arieterest 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 (loss), net of related inctares, is as follows (in thousands):

Three Months Ended Nine Months Ended
June 30, June 30,
2011 2010 2011 2010
Net income (loss $ 109,82t $ (36,719 $ 312,76¢ $ 73,26%
Other comprehensive income (los

Unrealized appreciation (depreciation) on secu (25,037 (80,73¢) 133,42 (82,129
Income taxe: 9,38¢ 30,27¢ (50,03 30,79t
(15,64%) (50,460 83,39 (51,32¢)
Minimum pension liability adjustmen 751 53€ 2,251 1,60¢
Income taxe: (282) (207) (845) (603)
46¢ 33t 1,40¢ 1,00t
Total comprehensive income (lo: $ 94,647 $ (86,840 $ 397,56: $ 22,94¢

11
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The components of accumulated other comprehensogarie, net of related income taxes, are as foll@wshousands):

June 30, September 30,
2011 2010
Unrealized appreciation on securit $ 191,10 $ 107,71:
Unrecognized actuarial loss and prior service (22,199 (23,609
Accumulated other comprehensive incc $ 168,90: $ 84,10

7. Cash Dividends

The $0.06 cash dividend declared March 2, 2011,pa#s June 1, 2011. On June 1, 2011, a cash didideé$0.07 per share was
declared for shareholders of record on August 0%12payable September 1, 2011. The dividend payalhcluded in accounts payable
in the Consolidated Condensed Balance Sheet.

8. Stock-Based Compensation

We have one plan providing for common-stock baseatds 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 piceshare for stock options may not be less thaken 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.

In March 2006, the Company adopted the 2005 LonmgaTliacentive Plan (the “2005 Plan”). The 2005 P&mong other things,
authorized the Board of Directors to grant nondigalistock options, restricted stock awards, stgreciation rights and performance
units to selected employees and to non-employeeciairs. There were 324,162 nonqualified stockomgtiand 169,375 shares of
restricted stock awards granted in the nine moatlted June 30, 2011. Effective March 2, 2011 uninér common-stock based awards
will be made under the 2005 Plan. However, awatdstanding in the 2005 Plan and the Company’s Bi66k Incentive Plan remain
subject to the terms and conditions of those plans.

On March 2, 2011, at the Annual Meeting of Stockleos$, the 2010 Long-Term Incentive Plan (the “2Pidh”) was approved. The
2010 Plan, among other things, authorizes the BofRdrectors to grant nonqualified stock optiorestricted stock awards and stock
appreciation rights to selected employees and meemployee Directors. As of June 30, 2011, nokstoeards have been granted from
the 2010 Plan.

A summary of compensation cost for stdzksed payment arrangements recognized in genetadministrative expense is as follows

thousands):
Three Months Ended Nine Months Ended
June 30, June 30,
2011 2010 2011 2010
Compensation expen
Stock options $ 1,69 $ 1,93 $ 550¢ $ 9,521
Restricted stoc 1,27¢ 1,01¢€ 3,60¢ 3,35¢
$ 297C $ 2,94¢ $ 9,11¢ $ 12,87¢

STOCK OPTIONS

The following summarizes the weighted-average apsioms utilized in determining the fair value oftimms granted during the nine
months ended June 30, 2011 and 2010:

2011 2010
Risk-free interest rat 1.% 2.3%
Expected stock volatilit 51.€% 49.9%
Dividend yield .5% 5%
Expected term (in year 5.5 5.8
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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 obften.

Dividend Yield. The expected dividend yield is based on our cté&vzidend yield.

Expected Term.The expected term of the options granted reptedka period of time that they are expected tolistanding. We
estimate the expected term of options granted basénistorical experience with grants and exercises
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A summary of stock option activity under the Planthe three and nine months ended June 30, 2Qqdrgsented in the following table:

Three Months Ended June 30, 2011

Weighted-
Weighted- Average Aggregate
Average Remaining Intrinsic
Shares Exercise Contractual Term Value
Options (in thousands) Price (in years) (in millions)
Outstanding at April 1, 201 482¢ $ 25.5¢
Granted — —
Exercisec (12€) 20.7¢
Forfeited/Expirec () 32.4¢
Outstanding at June 30, 20 4,69¢ $ 25.61 54 $ 189.¢
Vested and expected to vest at June 30, 462: $ 25.51 52 § 187.¢
Exercisable at June 30, 20 338 $ 22.2( 43 % 148
Nine Months Ended
June 30, 2011
Weighted-
Average
Shares Exercise
Options (in thousands) Price
Outstanding at October 1, 20 557 $ 22.8:
Granted 324 47.9¢
Exercisec (1,189 18.3:
Forfeited/Expirec (11 31.8i
Outstanding at June 30, 20 4,6% $ 25.6

The weighted-average fair value of options grametie first quarter of fiscal 2011 was $22.20. dyfions were granted in the second
and third quarters of fiscal 2011.

The total intrinsic value of options exercised dgrthe three and nine months ended June 30, 204 $6v& million and $45.3 million,
respectively.

As of June 30, 2011, the unrecognized compensatistirelated to the stock options was $11.4 millidhat cost is expected to be
recognized over a weighted-average period of 2arsye

RESTRICTED STOCK

Restricted stock awards consist of our common saockare time vested over three to six years. &vegnize compensation expense on
a straight-line basis over the vesting period. fenevalue of restricted stock awards is determibased on the average of the high and
low price of our shares on the grant date. AaoeJ30, 2011, there was $9.2 million of total ungrézed compensation cost related to
unvested restricted stock awards. That cost is@®rg to be recognized over a weighted-averagegefi2.5 years.
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A summary of the status of our restricted stockrawas of June 30, 2011 and changes in restritteld sutstanding during the nine
months then ended is presented below:

Nine Months Ended
June 30, 2011

Weighted-
Average
Shares Grant-Date
Restricted Stock Awards (in thousands) Fair Value
Unvested at October 1, 20 28¢ $ 35.2¢
Granted 16¢ 47.9¢
Vested (139 33.92
Forfeited — —
Unvested at June 30, 20 324 42.4]
9. Debt
At June 30, 2011 and September 30, 2010, we haltbeiing unsecured long-term debt outstandingtifiousands):
June 30, September 30
2011 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(
$ 350,00C $ 360,00(
Less loni-term debt due within one ye — —
Long-term debi $ 350,000 $ 360,00(

The intermediate unsecured debt outstanding at3on2011 matures over a period from August 2012ugust 2014 and carries a
weighted-average interest rate of 6.53 percent;lwisi paid semi-annually. The terms require thatwaintain a ratio of debt to total
capitalization of less than 55 percent. The debield by various entities, including $3 milliondey a company affiliated with one of
our Board members.

We have $200 million senior unsecured fixed-rateeathat mature over a period from July 2012 tg 2016. Interest on the notes will
be paid semi-annually based on an annual ratel6ffiercent. We will make five equal annual priatigpayments of $40 million
starting on July 21, 2012. Financial covenantsiirequs to maintain a funded leverage ratio of thas 55 percent and an interest
coverage ratio (as defined) of not less than 250@0.

We have an agreement with a mitléink 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 thattiajority 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. Piheasl over LIBOR as well as the commitment feesteigmined according to a scale
based on a ratio of our total debt to total cajidtion. The LIBOR spread ranges from .30 pertemd5 percent over LIBOR depending
on the ratios. At June 30, 2011, the LIBOR spraathorrowings was .35 percent and the commitmentas .075 percent per annum.
At June 30, 2011, we had two letters of creditlioge$21.9 million under the facility and no borrmgs against the facility leaving

$378.1 million available to borrow. Financial coaats in the facility require we maintain a fundeddrage ratio (as defined) of less than

50 percent and an interest coverage ratio (aselfiof not less than 3.00 to 1.00.

The applicable agreements for all unsecured dedatrdbeed in this Note 9 contain additional termgjditions and restrictions that we
believe are usual and customary in unsecured debtgements for companies that are similar in am credit quality. At June 30, 20
we were in compliance with all debt covenants.
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10.

11.

12.

13.

Income Taxes

Our effective tax rate for the first nine monthdistal 2011 and 2010 was 37.2 percent and 34depérrespectively. Our effective tax
rate for the three months ended June 30, 2011 @b@ ®as 36.5 percent and 40.3 percent, respectividlg effective rate differs from t
U.S. federal statutory rate of 35.0 percent prilpatie to state and foreign taxes.

For the next 12 months, we cannot predict withatety whether we will achieve ultimate resolutidraoy uncertain tax position
associated with our international operations tleada result in increases or decreases of our ugrézed tax benefits. However, we
believe it is reasonably possible that the restovancertain tax positions may increase by appnakely $3.0 million to $5.0 million
during the next 12 months due to an internatiorestten.

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 investiyity in the Consolidated Condensed Statemen@ash Flows.

Commitments and Contingencies

In conjunction with our current drilling rig conatition program, purchase commitments for equipnarts and supplies of
approximately $89.5 million are outstanding at J86e2011.

A lawsuit had been filed against us and one ofvemdors alleging patent infringement as a resuthefvendor’s manufacture and sale of
its control system to us and our use of that cdsrstem on our drilling rigs. This case has bsettled and we expect to pay $7.75
million in the fourth quarter of fiscal 2011 as @lmare of the total settlement amount. Pursuathietéerms of the confidential settlement,
we have the right, in future drilling operationsuse control systems in the same manner as weusadethem in the past.

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 dedwstibNone of these legal actions are currently @rpeto have a material adverse effec
our financial condition, cash flows or results pkoations.

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 agreeuwlemnify the sureties for any payments madehbyntin respect of such bonds.

During the ordinary course of our business, comtitaies arise resulting from an existing condit&ityation, or set of circumstances
involving an uncertainty as to the realization @fassible 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 etakrad pursue various remedies, including any mseowe may have against
Petroleos de Venezuela, S.A. (“PDVSA”), the satered petroleum company, or related parties, amuneration or reimbursement tl
we might collect from PDVSA or related parties, amy other sources of recovery for our losses.ciipally, we are participating in tw
arbitrations against third parties not affiliatedhAPDVSA or the Venezuelan government in an atteimgollect an aggregate

$75 million relating to the seizure of our properyenezuela. While there exists the possibiityealizing a recovery, we are currently
unable to determine the timing or amounts we magive, if any, or the likelihood of recovery. Naig contingencies are recognized in
our Consolidated Condensed Financial Statements.

Segment Information

We operate principally in the contract drilling iredry. Our contract drilling business includes fiblllowing reportable operating
segments: U.S. Land, Offshore and InternationabtlLafhe contract drilling operations consist maiofycontracting 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 s@sjihave similar types of
customers, operate in a consistent manner anddiaviar economic and regulatory characteristichker&fore, we have aggregated our
international operations into a single reportakelgnsent. Each reportable segment is a strategindsssunit which is managed
separately. Other includes non-reportable operaiiggnents. Revenues included in Other consisigpilyrof rental income.
Consolidated revenues and expenses reflect thenalion of all material intercompany transactions.
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We evaluate segment performance based on incotoesfrom operations (segment operating incomejrbeahcome taxes which
includes:

* revenues from external and internal customers

» direct operating costs

e depreciation and

» allocated general and administrative costs butuebad corporate costs for other depreciation, incivome asset sales and otl
corporate income and expense.

Certain general and administrative costs are akoctp the segments based primarily on specifiotifieation and, to the extent that such

identification is not practical, on other methodsieh we believe to be a reasonable reflection efutilization of services provided.

Segment operating income is a non-GAAP financigsoee of our performance, as it excludes generhbdministrative expenses,
corporate depreciation, income from asset saleotrat corporate income and expense. We conséggnent operating income to be an
important supplemental measure of operating perdioca by presenting trends in our core businesaésuse this measure to facilitate
period-to-period comparisons in operating perforogaof our reportable segments in the aggregatdifynating items that affect
comparability between periods. We believe thatrssg operating income is useful to investors bez#ysrovides a means to evaluate
the operating performance of the segments on agingdpasis using criteria that are used by ourriratedecision makers. Additionally,

it highlights operating trends and aids analyt@ahparisons. However, segment operating incomdirhaations and should not be used
as an alternative to operating income or lossrfpaance measure determined in accordance with B it excludes certain costs

that may affect our operating performance in fuppggods.

Summarized financial information of our reportabégments for the nine months ended June 30, 28812G10, is shown in the

following tables:

Segment
External Inter - Total Operating
(in thousands) Sales Segment Sales Income (Loss)
June 30, 2011
Contract Drilling:
U.S. Land 1,511,64 — 1,511,64' $ 499,48
Offshore 150,02: — 150,02: 33,42(
International Lant 169,68 — 169,68¢ 16,18¢
1,831,36! — 1,831,36! 549,08t
Other 11,788 627 12,41( (5,044
1,843,14. 627 1,843,771 544,04
Eliminations — (627) (627) —
Total 1,843,14: — 1,843,14 $ 544,04
Segment
External Inter - Total Operating
(in thousands) Sales Segment Sales Income (Loss)
June 30, 2010
Contract Drilling:
U.S. Land 976,49’ — 976,49° $ 285,38«
Offshore 153,18t — 153,18t 39,96:
International Lanc 177,37 — 177,37 32,78¢
1,307,06! — 1,307,06! 358,13.
Other 9,14¢ 612 9,751 (5,020
1,316,20! 612 1,316,871 353,11.
Eliminations — (612) (612) —
Total 1,316,20! — 1,316,200 $ 353,11:
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Summarized financial information of our reportabgments for the three months ended June 30, 28812010, is shown in the

following tables:

Segment
External Inter- Total Operating
(in thousands) Sales Segment Sales Income (Loss)
June 30, 2011
Contract Drilling:
U.S. Land 539,37: $ — 3 539,37. $ 176,83
Offshore 54,56¢ — 54,56¢ 12,94
International Lanc 46,05! — 46,05 (624)
639,99. — 639,99. 189,15
Other 4,10¢ 20¢€ 4,311 (2,079
644,09! 20¢ 644,30: 187,07-
Eliminations — (20¢) (20¢) —
Total 644,09 $ — $ 644,09 $ 187,07-
Segment
External Inter- Total Operating
(in thousands) Sales Segment Sales Income (Loss)
June 30, 201(
Contract Drilling:
U.S. Land 366,98¢ $ — 3 366,98¢ $ 103,13t
Offshore 53,13 — 53,131 11,23:
International Lanc 60,04¢ — 60,04 9,89:
480,16! — 480,16! 124,26
Other 3,21¢ 20z 3,421 (1,809
483,38« 20z 483,58t 122,45¢
Eliminations — (202 (202) —
Total 483,38: $ — 8 483,38: $ 122,45¢

The following table reconciles segment operatir@pme per the table above to income from continoipgrations before income taxes
reported on the Consolidated Condensed StatemEfigerations.

Segment operating incon
Income from asset sal

Corporate general and administrative costs ancocatg

depreciatior
Operating incom:

Other income (expense
Interest and dividend incon
Interest expens

Gain on sale of investment securit

Other

Total other income (expens

Income from continuing operations before incomes&

Three Months Ended

Nine Months Ended

June 30, June 30,
2011 2010 2011 2010

(in thousands) (in thousands)
187,07 $ 122,45¢ $ 544,04: $ 353,11.
3,48¢ 2,24¢ 10,26: 4,24¢
(16,149 (13,239 (44,89)) (38,799
174,41¢ 111,47 509,40¢ 318,56«
903 94C 1,572 1,53¢
(3,229 (3,967 (13,185 (12,699
913 — 913 —
(190) 21F 20€ 25%
(1,595 (2,806 (10,49)) (10,904
172,82. $ 108,66¢ $ 498,91¢ $ 307,66
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The following table presents total assets by rejibetsegment.

June 30, September 30,
2011 2010
(in thousands)
Total asset
U.S. Land $ 3,581,95 $ 3,257,38.
Offshore 152,06¢ 132,34
International Lanc 343,20: 411,33¢
Other 35,75¢ 32,52¢
4,112,98! 3,833,58!
Investments and corporate operati 790,42! 421,51.
Total assets from continued operatis 4,903,40! 4,255,101
Discontinued operatior 7,631 10,27(

$ 4911031 $ 4,265,37!

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

Three Months Ended Nine Months Ended
June 30, June 30,
2011 2010 2011 2010
(in thousands) (in thousands)
Operating revenue
United State: $ 587,300 $ 408,08: $ 1,641,992 $ 1,095,84
Colombia 16,79 13,07¢ 55,37: 43,03(
Ecuadot 9,10¢ 13,08: 29,22 39,06¢
Argentina 9,121 14,68: 34,01¢ 41,40:
Other foreigr 21,76¢ 34,45¢ 82,601 96,86
Total $ 644,09! $ 483,38 $ 1,843,14 $ 1,316,20!

14. Pensions and Other Post-retirement Benefits
The following provides information at June 30, 2@ 2010 related to the Company-sponsored dondesiited benefit pension plan.

Components of Net Periodic Benefit Cost

Three Months Ended Nine Months Ended
June 30, June 30,
2011 2010 2011 2010
(in thousands) (in thousands)
Interest cos $ 1,11¢ $ 1,19¢ $ 3,34¢ % 3,582
Expected return on plan ass (1,185 (1,109 (3,555 (3,32))
Recognized net actuarial la 751 53€ 2,251 1,60¢
Net pension expen: 682 622 2,044 1,86¢

Employer Contributions

We contributed $11.2 million to the Pension Planimuthe nine months ended June 30, 2011. We moafyibute additional amounts to
fund unexpected distributions.

Foreign Plan

We maintain an unfunded pension plan in one ofriternational subsidiaries. Pension expense wpajmately $75,000 and $40,000
for the three months ended June 30, 2011 and 284Pectively. Pension expense was approximately $80 and $308,000 for the ni
months ended June 30, 2011 and 2010, respectively.
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15.

16.

17.

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 land and equipment as wedhxasopriation of a particular oil
company’s property and drilling rights, taxatioripies, foreign exchange restrictions, currency fictuations and general hazards
associated with foreign sovereignty over certagaarn which operations are conducted. There camo lssurance that there will not be
changes in local laws, regulations and administeatequirements or the interpretation thereof witichld have a material adverse effect
on the profitability of our operations or on ouildp to continue operations in certain areas.

Recently Issued Accounting Standards

On January 21, 2010, the Financial Accounting StastelBoard (“FASB”) issued ASU No. 2010-G&ir Value Measurements and
Disclosures (Topic 820) — Improving Disclosuresatfeair Value MeasurementsEffective December 15, 2009, we adopted the
disclosure requirements requiring reporting ertit provide information about movements of asagteng 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 @kation of purchases, sales,
issuance, and settlements of financial instrumealised 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.

On May 12, 2011, the FASB issued ASU No. 2011Fdr Value Measurement (Topic 820): Amendmentsctieve Common Fair
Value Measurement and Disclosure Requirements® GAAP and IFRSSASU No. 2011-04 is intended to create consistdiatyeen
U.S. GAAP and International Financial Reportingrig@rds (“IFRS”) on the definition of fair value aod the guidance on how to
measure fair value and on what to disclose abdauvddue measurements. ASU No. 2011-04 will beetffre for financial statements
issued for fiscal periods beginning after Decendlier2011, with early adoption prohibited for pulsiatities. We do not expect the
adoption of these provisions to have a materiakichpn the Consolidated Financial Statements.

On June 16, 2011, the FASB issued ASU No. 2011Co8prehensive Income (Topic 220): Presentationarh@rehensive Income.
ASU No. 2011-05 was issued to increase the pronsmei other comprehensive income (*OCI”) in finaalgtatements. The guidance
provides two options for presenting OCI. An OGitstment can be included with the net income stateméiich together will make a
statement of total comprehensive income. Altemwedfji an OCI statement can be separate from anpetrie statement but the two
statements will have to appear consecutively withfimancial report. ASU No. 2011-05 will be ajggliretrospectively and is effective
for fiscal periods beginning after December 15,2@1th early adoption permitted. We are curreethaluating the method of
presentation and the timing of adoption but thepsida will have no impact on the Consolidated FiriahStatements.

Subsequent Events

We have evaluated events and transactions occuafiegthe balance sheet date through the date tbessolidated Condensed Financial
Statements were issued, and have determined wenlbawerecognized subsequent events.

Subsequent to June 30, 2011, we settled a lawsuiioae fully described in Note 12. At June 30,204e accrued $7.75 million that we
expect to pay in the fourth quarter of fiscal 20The $7.75 million is included in accrued lialdg in the Consolidated Condensed
Balance Sheet as of June 30, 2011.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIMNCIAL CONDITION
AND RESULTS OF OPERATIONS
June 30, 2011

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 201QuAhReport on Form 10-K. Our future
operating results may be affected by various tremisfactors 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, unsiotesllection 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, detédnraf credit markets, changes in general econ@nétpolitical conditions, adverse weather
conditions including hurricanes, rapid or unexpéatkanges in technologies and uncertain businestitmns 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 June 30, 2011 vs. Three MontlEnded June 30, 2010

We reported income from continuing operations di%8& million ($1.01 per diluted share) from opargtrevenues of $644.1 million for the
third quarter ended June 30, 2011, compared witbnie from continuing operations of $64.9 millio® @L per diluted share) from operating
revenues of $483.4 million for the third quartefis€al year 2010. In the third quarter of fisgahr 2010, we had a loss from discontinued
operations of $101.6 million ($0.95 loss per ditughare). Including discontinued operations, veemded net income of $109.8 million
($1.01 per diluted share) for the third quarterezshdune 30, 2011, compared to a net loss of $3lidm{($0.34 loss per diluted share) for the
third quarter ended June 30, 2010. Income frontimoed operations for the third quarter of fisca@l2 includes approximately $2.2 million
($0.02 per diluted share) of after-tax gains fréwe $ale of assets and approximately $0.6 milli@Q® per diluted share) of after-tax gains
from the sale of investment securities. Income faumtinued operations for the third quarter ofdis2010 includes approximately $1.5
million ($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 Hilgorez, which authorized the
“forceful acquisition” of eleven rigs owned by odenezuelan subsidiary. The Decree also authotleedeizure 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.

We continue to evaluate and pursue various remedigsiding any recourse we may have against PD\d6¢elated parties, any remunera
or reimbursement that we might collect from PDVSAalated parties, and any other sources of regdeemour losses. Specifically, we are
participating in two arbitrations against third fi@s not affiliated with PDVSA or the Venezuelarvgmmment in an attempt to collect an
aggregate $75 million relating to the seizure af moperty in Venezuela. While there exists thegiaility of realizing a recovery, we are
currently unable to determine the timing or amouwvgsmay receive, if any, or the likelihood of reeoy. No gain contingencies are
recognized in our Consolidated Condensed FinaStakEments.
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Summarized operating results from discontinued atpmrs are as follows:

Three Months Ended

June 30,

2011 2010
Revenue $ — 3 6,781
Loss before income tax 2 (101,549
Income tax provisiol — (50)
Loss from discontinued operatio $ 2 ¢ (101,599
Significant categories of assets and liabilitiesfrdiscontinued operations are as follows:

June 30, September 30

2011 2010
Other current asse $ 7,631 $ 10,27(
Total asset $ 7,631 $ 10,27(
Current liabilities $ 517C $ 7,992
Noncurrent liabilities 2,461 2,27¢
Total liabilities $ 7,631 $ 10,27(

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

The following tables summarize operations by regdulg operating segment for the three months engeel 30, 2011 and 2010. Operating
statistics in the tables exclude the effects ddtoffe platform and international management corgtrand do not include reimbursements of
“out-of-pocket” expenses in revenue, expense angimaer day calculations. Per day calculationdritegrnational operations also exclude
gains and losses from translation of foreign cwyemansactions. Segment operating income is desttiin detail in Note 13 to the
Consolidated Condensed Financial Statements.

Three Months Ended June 30
2011 2010
(in thousands, except days and per day amount

U.S. LAND OPERATIONS

Revenue: $ 539,37. $ 366,98
Direct operating expens: 289,31: 206,70
General and administrative expel 6,33( 5,45¢
Depreciatior 66,89¢ 51,68¢
Segment operating incon $ 176,83. $ 103,13¢
Revenue day 18,91 14,37
Average rig revenue per d. $ 2597 $ 23,69(
Average rig expense per d $ 12,74¢  $ 12,53¢
Average rig margin per de $ 13,22: $ 11,15
Rig utilization 87% 76%

U.S. Land segment operating income increased t6.81illion for the third quarter of fiscal 2011rpared to $103.1 million in the same
period of fiscal 2010. Revenues were $539.4 mmilhod $367.0 million in the third quarter of fis@8l11 and 2010, respectively. Included in
U.S. land revenues for the three months ended 32011 and 2010 are reimbursements for “out-akpti expenses of $48.2 million and
$26.5 million, respectively. Also included in Ul8nd revenues for the third quarter of fiscal 2@h#i 2010 is approximately $1.7 million and
$9.9 million, respectively, attributable to earyrhination related revenue and customer requestiégcedy delay revenue for new FlexRigs®
(hereinafter “FlexRig”).

Segment operating income and average rig margmneased in the comparable quarters as rig utilinagitd average dayrates increased. U.S.
land rig utilization increased to 87 percent fag third quarter of fiscal 2011 compared to 76 petréer the third quarter of fiscal 2010. U.S.
land rig revenue days for the third quarter ofdis2011 were 18,912 compared with 14,374 for tmeesperiod of fiscal 2010, with an aver:

of 207.8 and 158.0 rigs working during the thircgagar of fiscal 2011 and 2010, respectively. Tieréase in revenue days and average rigs
working is attributable to the U.S. Land segmergegiencing a steady recovery during fiscal 2011 taedaddition of new FlexRigs in the
segment since June 30, 2010.

22




Table of Contents

At June 30, 2011, 213 out of 245 existing rigshia U.S. Land segment were generating revenue.€ 18 rigs generating revenue, 140 v
under fixed term contracts and 73 were workindhgpot market. At July 29, 2011, the number ofténg rigs under fixed term contracts in
the segment increased to 141 and the number ofwdgsing in the spot market increased to 76.

Three Months Ended June 30
2011 2010
(in thousands, except days and per day amount

OFFSHORE OPERATIONS

Revenue! $ 54,56¢ $ 53,13:
Direct operating expens: 36,66+ 37,38:
General and administrative expel 1,53 1,32¢
Depreciatior 3,42¢ 3,18¢
Segment operating incon $ 12,94: 11,23:
Revenue day 63€ 63€
Average rig revenue per d. $ 54,417 $ 46,13¢
Average rig expense per d $ 28,597 $ 25,35¢
Average rig margin per de $ 25,82( $ 20,78:
Rig utilization 78% 78%

Offshore revenues include reimbursements for “dygeaxket” expenses of $12.8 million and $13.8 raillifor the three months ended
June 30, 2011 and 2010, respectively.

At June 30, 2011, seven of our nine platform rigsenactive.

Three Months Ended June 30
2011 2010
(in thousands, except days and per day amount

INTERNATIONAL LAND OPERATIONS

Revenue: $ 46,057 $ 60,04¢
Direct operating expens: 39,131 41,113
General and administrative expel 82t 771
Depreciatior 6,71¢ 8,26¢
Segment operating income (lo: $ (6249 $ 9,89:
Revenue day 1,437 1,881
Average rig revenue per d $ 29,201 $ 30,66¢
Average rig expense per d $ 23,84¢ % 20,477
Average rig margin per de $ 535: % 10,19:
Rig utilization 65% 76%

International Land segment operating loss for ki tquarter of fiscal 2011 was $(0.6) million, coaned to operating income of $9.9 million
in the same period of fiscal 2010. Included iretnational land revenues for the three months edded 30, 2011 and 2010 are
reimbursements for “out-of-pocket” expenses of $4illion and $2.4 million, respectively.

Revenues in the third quarter of fiscal 2011 desedady $14.0 million compared to the third quastefiiscal 2010 as utilization decreased
from 76 percent to 65 percent. The decreasedatiitin is a result of fewer rigs working in the s®mt during the third quarter of fiscal 2011
compared to the third quarter of fiscal 2010. Dgrihe current quarter, an average of 15.6 rigkecbcompared to an average of 20.4 rigs in
the third quarter of fiscal 2010.

Segment operating income (loss) and average rigimaer day decreased in the third quarter of fiR6d1 compared to the third quarter of
fiscal 2010 primarily due to labor interruptionsdne country and idle rigs incurring fixed expenisesther locations.
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RESEARCH AND DEVELOPMENT

For the three months ended June 30, 2011 and 2@lidcurred $4.4 million and $3.3 million, respeety, of research and development
expenses related to ongoing development of a retagrable system.

OTHER

General and administrative expenses increaseddtd $2illion in the third quarter of fiscal 2011 mo$20.1 million in the third quarter of
fiscal 2010. The increase is primarily due to @ases in salaries and benefit costs of approxign&€ed million associated with growth in the
number of employees and increases in wages anctaledists effective January 1, 2011. The remaiimiogease is primarily due to higher
corporate overhead associated with supporting icoeti growth of our drilling business.

Income from asset sales was $3.5 million in thedthuarter of fiscal 2011, compared to $2.2 milliotthe same period of fiscal 2010. The
increase of $1.3 million in the third quarter afdal 2011 is primarily due to the sale of drill@ipsed in the ordinary course of business.

Income tax expense increased to $63.0 million éntkiird quarter of fiscal 2011 from $43.8 milliamthe third quarter of fiscal 2010, with the
effective tax rate from continuing operations dasieg to 36.5 percent from 40.3 percent for the tsmmparable quarters.

Interest expense was $3.2 million and $4.0 millimthe third quarter of fiscal 2011 and 2010, resipely. Capitalized interest, all attributa
to our rig construction, was $2.2 million and $tn#lion for the comparable quarters. Interest exgeebefore capitalized interest decreased
$0.2 million during the third quarter of fiscal 2D@ompared to the third quarter of fiscal 2010 ity due to reduced borrowings in fiscal
2011.

Nine Months Ended June 30, 2011 vs. Nine Months Bad June 30, 2010

We reported income from continuing operation$®13.2 million ($2.87 per diluted share) from opiei@revenues of $1.8 billion for the ni
months ended June 30, 2011, compared with incoome éontinuing operations of $202.8 million ($1.89 pliluted share) from operating
revenues of $1.3 billion for the first nine montfdiscal year 2010. For the first nine monthdis€al 2011, we had a net loss from
discontinued operations of $0.4 million with noezff on a per diluted share basis. For the first months of fiscal year 2010, we had a net
loss from discontinued operations of $129.5 mill{a.21 loss per diluted share). Including distorgd operations, we recorded net income
of $312.8 million ($2.87 per diluted share) for thiee months ended June 30, 2011, compared tmo@iie of $73.3 million ($0.68 per
diluted share) for the nine months ended June @0).2 Income from continued operations for the fiigse months of fiscal 2011 includes
approximately $6.4 million ($0.06 per diluted shaskafteriax gains from the sale of assets and approxim&® million ($0.01 per dilute
share) of after-tax gains from the sale of investinsecurities. Income from continued operatiomsHte first nine months of fiscal 2010
includes approximately $2.8 million ($0.03 per thid share) of after-tax gains from the sale oftasse

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

We continue to evaluate and pursue various remedigsiding any recourse we may have against PD\d6¢elated parties, any remunera
or reimbursement that we might collect from PDVSAelated parties, and any other sources of regdeerour losses. Specifically, we are
participating in two arbitrations against third fi@s not affiliated with PDVSA or the Venezuelarvgmment in an attempt to collect an
aggregate $75 million relating to the seizure aof moperty in Venezuela. While there exists thegiaility of realizing a recovery, we are
currently unable to determine the timing or amouwvdgsmay receive, if any, or the likelihood of reeoy. No gain contingencies are
recognized in our Consolidated Condensed FinaSta&kbments.
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Summarized operating results from discontinued atpmrs are as follows:

Nine Months Ended

June 30,
2011 2010
Revenue $ — $ 13,53¢
Loss before income tax (399 (127,160
Income tax provisiol 5 (2,369
Loss from discontinued operatio $ (389) $ (129,52)

The following tables summarize operations by regdulet operating segment for the nine months endeel 30, 2011 and 2010. Operating
statistics in the tables exclude the effects dflusfe platform and international management cotsirand do not include reimbursements of
“out-of-pocket” expenses in revenue, expense angimaer day calculations. Per day calculationdgriternational operations also exclude
gains and losses from translation of foreign curyemansactions. Segment operating income is destiin detail in Note 13 to the
Consolidated Condensed Financial Statements.

Nine Months Ended June 30
2011 2010
(in thousands, except days and per day amount

U.S. LAND OPERATIONS

Revenue: $ 1,511,64¢ $ 976,49
Direct operating expens: 802,38 521,48t
General and administrative expel 18,57: 18,19:
Depreciatior 191,21: 151,43:
Segment operating incon $ 499,48. $ 285,38
Revenue day 53,95¢ 38,74¢
Average rig revenue per d $ 25,53t $ 23,70¢
Average rig expense per d $ 12,39: $ 11,96¢
Average rig margin per de $ 13,14t $ 11,74
Rig utilization 85% 69%

U.S. Land segment operating income increased t8.$44illion for the first nine months of fiscal 20tompared to $285.4 million in the
same period of fiscal 2010. Revenues were $1,5hil®n and $976.5 million for the first nine mdrs of fiscal 2011 and 2010, respectively.
Included in U.S. land revenues for the nine moetided June 30, 2011 and 2010 are reimbursemerisufeof-pocket” expenses of $133.8
million and $57.8 million, respectively. Also inded in U.S. land revenues for the first nine mowthigscal 2011 and 2010 is approximately
$4.8 million and $35.9 million, respectively, dbtutable to early termination related revenue arsarner requested delivery delay revenu
new FlexRigs.

Early termination related revenue and customeresiga delivery delay revenue for the new FlexRighé comparable periods decreased
$838 per day. An increase of $2,666 in the averagenue per day exclusive of early terminatioatesl revenue and customer requested
delivery delay revenue was primarily due to anéase in average dayrates in the comparable periods.

The increase in average rig margin per day in tiieparable periods was primarily attributable toitlt@eases in average dayrates. U.S. land
rig utilization increased to 85 percent for thatfinine months of fiscal 2011 compared to 69 perm@rthe first nine months of fiscal 2010.
U.S. land rig revenue days for the first nine marahfiscal 2011 were 53,958 compared with 38, 6t8tie same period of fiscal 2010, with
an average of 197.6 and 141.9 rigs working dutirgfirst nine months of fiscal 2011 and 2010, respely. The increase in revenue days
and average rigs working is attributable to the.W&hd segment experiencing a steady recovery simee 2010 and the addition of new
FlexRigs in the segment.
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At June 30, 2011, 213 out of 245 existing rigshia U.S. Land segment were generating revenuehe13 rigs generating revenue, 140
were under fixed term contracts and 73 were workinfpe spot market. At July 29, 2011, the nundfexisting rigs under fixed term
contracts in the segment increased to 141 anduimber of rigs working in the spot market increased6.

Nine Months Ended June 30
2011 2010
(in thousands, except days and per day amount

OFFSHORE OPERATIONS

Revenue! $ 150,02 $ 153,18t
Direct operating expens: 101,52° 99,65¢
General and administrative expel 4,49¢ 4,43
Depreciatior 10,58( 9,13:
Segment operating incon $ 33,42( % 39,96:
Revenue day 1,84: 1,99¢
Average rig revenue per d. $ 50,88¢ $ 49,21¢
Average rig expense per d $ 28,23« $ 26,24(
Average rig margin per de $ 22,65¢ $ 22,97¢
Rig utilization 75% 81%

Offshore revenues include reimbursements for “dygeaxket” expenses of $28.2 million and $26.4 million for thee months ended June !
2011 and 2010, respectively.

Revenues and segment operating income declinde ifirst nine months of fiscal 2011 compared tofits nine months of fiscal 2010
primarily as a result of decreased revenue day® decrease in revenue days is due to temporgaitkiag a rig in early fiscal 2011 compa
to working all of the first nine months of fiscad 20.

At June 30, 2011, seven of our nine platform rigsenactive.

Nine Months Ended June 30,
2011 2010
(in thousands, except days and per day amounts)

INTERNATIONAL LAND OPERATIONS

Revenue: $ 169,68¢ $ 177,37
Direct operating expens: 130,45¢ 120,37-
General and administrative expel 2,63: 1,97¢
Depreciatior 20,411 22,23¢
Segment operating incon $ 16,18t $ 32,78¢
Revenue day 4,781 5,27¢
Average rig revenue per d. $ 32,18¢ $ 32,17:
Average rig expense per d $ 23,791 $ 21,33%
Average rig margin per de $ 8,397 $ 10,83¢
Rig utilization 69% 68%

International Land segment operating income foffitis¢ nine months of fiscal 2011 was $16.2 milli@empared to operating income of
$32.8 million in the same period of fiscal 201@cluded in International land revenues for the mrenths ended June 30, 2011 and 2010 are
reimbursements for “out-of-pocket” expenses of 81hillion and $7.6 million, respectively.

Segment operating income decreased $16.6 millidre&rrage rig margin decreased $2,439 in therfin months of fiscal 2011 compared
to the first nine months of fiscal 2010 primarily @ result of labor union interruptions in one dopiand idle rigs incurring fixed expenses in
other locations.
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For the nine months ended June 30, 2011 and 204 haurred $11.5 million and $8.4 million, respeety, of research and development
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 increaseddd $6illion in the first nine months of fiscal 20frbm $61.3 million in the first nine
months of fiscal 2010. The increase is due todrglalaries, bonuses and benefit costs in thenfingt months of fiscal 2011 of approximately
$5.6 million and an increase of $5.3 million primhaattributable to higher corporate overhead asged with supporting continuing growth
of our drilling business. Stock-based compensaiqense decreased approximately $3.8 million irfiteenine months of fiscal 2011
compared to the first nine months of 2010 primadile to a change under our 2005 Long-Term Inceftiga that was made in the first
quarter of fiscal 2010 whereby stock-based comp@msaas accelerated and additional expense wasrieat.

Income from asset sales was $10.3 million for trst hine months of fiscal 2011, compared to $4ilfian in the same period of fiscal 2010.
The increase of $6.1 million in fiscal 2011 is da¢he sale of three idle U.S. land conventiorgsd and the sale of drill pipe used in the
ordinary course of business.

Income tax expense increased to $185.8 millioménfirst nine months of fiscal 2011 from $104.9limil in the first nine months of fiscal
2010, with the effective tax rate from continuirgeoations increasing to 37.2 percent from 34.1gudrfor the two comparable periods.

Interest expense was $13.2 million and $12.7 mmilliothe first nine months of fiscal 2011 and 20E3pectively. Capitalized interest, all
attributable to our rig construction, was $5.8 ioilland $5.1 million for the comparable periodstefest expense before capitalized interest
increased $1.1 million during the first nine mondiigiscal 2011 compared to the first nine monthfiszal 2010 primarily due to $1.7 million
accrued for settlement of a lawsuit offset withueed borrowings.

LIQUIDITY AND CAPITAL RESOURCES

Liquidity

Cash and cash equivalents increased to $288.bmdli June 30, 2011 from $63.0 million at Septen®0ei2010. The following table
provides a summary of cash flows for the nine-mgmtiod ended June 30, (in thousands):

Net cash provided (used) by:

2011 2010
Operating activitie: $ 696,44. $ 333,03
Investing activities (472,106 (201,459
Financing activitie: 70€ (150,009
Increase (decrease) in cash and cash equiv: $ 225,04 $ (18,429

Operating activities

Cash flows from operating activities were approxeha$696.4 million for the nine months ended J88e2011 compared to approximately
$333.0 million for the same period ended June BQP2The increase in cash provided from operatatiyities is primarily due to an increase
in net income and changes during the comparabkemionth periods in accounts receivable. For the months ended June 30, 2010,
accounts receivable increased $101.1 million dbndyiactivity improved compared to accounts reedie decreasing during the nine months
ended June 30, 2011 due to the collection of $3omior income tax.

Investing activities

Capital expenditures increased $273.6 million prilpattributable to the increased building of nElexRigs.

Financing activities

During the nine months ended June 30, 2011, weceztlaur outstanding debt by $10.0 million compacekductions of $135.0 million
during the nine months ended June 30, 2010.
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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 liquiditjlilwe 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 milawdune 30, 2011. For additional information regegy debt agreements, refer to Note 9 of
the Consolidated Condensed Financial Statements.

Backlog

Our contract drilling backlog, being the expectetiife revenue from executed contracts with origieahs in excess of one year, as of
June 30, 2011 and September 30, 2010 was $3,688mahd $2,449 million, respectively. Includedtire June 30, 2011 backlog is expec
revenue on 32 multi-year contracts finalized iry2011. The increase in backlog at June 30, 2t September 30, 2010 is primarily due
to the execution of additional long-term contrdotsthe operation of new FlexRigs. Approximately.® percent of the June 30, 2011 backlog
is not reasonably expected to be filled in fisd@l2. Term contracts customarily provide for ternimaat the election of the customer with
“early termination paymentb be paid to us if a contract is terminated priothe expiration of the fixed term. However, undertain limitec
circumstances, such as destruction of a drilliggbankruptcy, sustained unacceptable performaypees bor delivery of a rig beyond certain
grace and/or liquidated damage periods, no eamtyitation payment would be paid to us. In addit@mportion of the backlog represents
term contracts for new rigs that will be constrdcire the future. We obtain certain key rig compasdrom a single or limited number of
vendors or fabricators. Certain of these vendofalaricators are thinly capitalized independent panies located on the Texas Gulf Coast.
Therefore, disruptions in rig component delivengy occur. Accordingly, the actual amount of raxeearned may vary from the backlog
reported. See the risk factors under “ltem 1AkRHactors” of our Annual Report on Form 10-K, fileith the Securities and Exchange
Commission on November 24, 2010, regarding fixechteontract risk, operational risks, including weat and vendors that are limited in
number and thinly capitalized.

The following table sets forth the total backlogreportable segment as of June 30, 2011 and Seet€30b2010, and the percentage of the
June 30, 2011 backlog not reasonably expected fitldzkin fiscal 2011:

Three Months Ended

June 30, September 30 Percentage Not Reasonabl
Reportable Segment 2011 2010 Expected to be Filled in Fiscal 2011
(in millions)
U.S. Land $ 3221 $ 1,99¢ 90.5%
Offshore 10¢ 13¢ 89.%
International Lanc 36¢ 311 92.4%
$ 3,69 $ 2,44¢

Capital Resources

During the first nine months of fiscal 2011, we annced agreements to build and operate 26 new KJexivder multi-year contracts. In
July 2011, we announced agreements to build ancitgpan additional 32 new FlexRigs. During theemimonths ended June 30, 2011, we
placed into service 24 FlexRigs that are underdfile@m contracts. An additional four FlexRigs unfileed term contracts were completed by
the end of July 2011. Like those completed inigiisral periods, each of these new FlexRigs isroitted to work for an exploration and
production company under a fixed term contractfquaring drilling services on a daywork contractisas

We have reduced our capital spending estimatagoalf2011 to $800 million from our previous esttemaf $850 million but the actual
spending level may vary depending primarily onttheng of procurement related to our ongoing camdfon of new FlexRigs. Capital
expenditures were $493.8 million and $220.2 millionthe first nine months of fiscal 2011 and 20Espectively. Capital expenditures
increased from 2010 primarily due to the additiamal rigs completed during the comparable nine mpstiods ended June 30.

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

MATERIAL COMMITMENTS

Material commitments as reported in our 2010 AnfRegbort on Form 10-K have not changed significaatlyune 30, 2011.
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CRITICAL ACCOUNTING POLICIES

Our accounting policies that are critical or thestionportant to understand our financial conditm results of operations and that require
management to make the most difficult judgmentsdaseribed 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 thdakisce requirements requiring reporting entitiepriavide
information about movements of assets among Lelvalsd 2 of the three-tier fair value hierarchy leshed by ASC 82(CFair Value
Measurement. The adoption had no impact on these Consolidatedlensed Financial Statements. Effective faafigears beginning aft
December 15, 2010, a reconciliation of purchas#sssissuance, and settlements of financial ingnis valued with a Level 3 method,
which is used to price the hardest to value insémitsy will be required. We currently believe tidejation related to Level 3 financial
instruments will have no impact on the Consolid&athncial Statements.

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 guidancemA8C 605. The adoption had no impact on the Glateted Financial
Statements.

On May 12, 2011, the FASB issued ASU No. 2011Fxd; Value Measurement (Topic 820): Amendmentsctigve Common Fair Value
Measurement and Disclosure Requirements in U.S.Re# IFRSs ASU No. 2011-04 is intended to create consistdrstyween U.S.
GAAP and International Financial Reporting StanddftFRS”) on the definition of fair value and dmetguidance on how to measure fair
value and on what to disclose about fair value messents. ASU No. 2011-04 will be effective fardncial statements issued for fiscal
periods beginning after December 15, 2011, withyesdoption prohibited for public entities. We dot expect the adoption of these
provisions to have a material impact on the Codstéid Financial Statements.

On June 16, 2011, the FASB issued ASU No. 2011c08yprehensive Income (Topic 220): Presentationarh@rehensive IncomeASU

No. 201:-05 was issued to increase the prominence of attreprehensive income (“OCI”) in financial statengnThe guidance provides
two options for presenting OCI. An OCI statemeant be included with the net income statement, wiagkther will make a statement of
total comprehensive income. Alternatively, an @@tement can be separate from a net income statémiethe two statements will have to
appear consecutively within a financial report. LASo. 2011-05 will be applied retrospectively aneffective for fiscal periods beginning
after December 15, 2011 with early adoption peerdittWe are currently evaluating the method ofgmesgtion and the timing of adoption but
the adoption will have no impact on the Consolidd&amancial Statements.
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PART I. FINANCIAL INFORMATION
June 30, 2011

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 JOn@@&L1, at ensuring that information requiredeaisclosed by us in the reports we file or
submit under the Securities Exchange Act of 1934dsrded, processed, summarized and reportedwithitime periods specified in the
SEC's rules and forms. There have been no changms internal controls over financial reportifgat occurred during the most recent fiscal
quarter that have materially affected, or are reably likely to materially affect, our internal dools over financial reporting.

PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

Pending Investigation by the U.S. Attorr. In May 2010, one of our employees reported aepassible choke manifold testing irregularities
at one offshore platform rig. Operations were gotdysuspended on that rig after receiving the eygd’s report. The Minerals
Management Service (now known as the Bureau of ©Eeargy Management, Regulation and Enforcemerg)psamptly notified of the
employee’s report and it conducted an initial intigegion of this matter. Upon conclusion of théial investigation, we were permitted to
resume normal operations on the rig. Also, we ihrcommenced an internal investigation of the lxype’s allegations. Our internal
investigation found that certain employees on ihéailed to follow our policies and procedures,igrhresulted in termination of those
employees. The U.S. Attorney for the Eastern [istf Louisiana has commenced a grand jury invatig, which is ongoing. We receive
and have complied with, a subpoena for documentsmmection with that investigation. Certain of emnployees have testified or are
scheduled to testify before the grand jury. In kapeil 2011, the Company was advised that it isibject of this investigation. Although we
presently believe that this matter will not havaaterial adverse effect on the Company, we caniggavo assurances as to the timing or
eventual outcome of this investigation.

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 land and equipment as wedhasopriation of a particular oil
company’s property and drilling rights, taxatioripies, foreign exchange restrictions, currence fictuations and general hazards
associated with foreign sovereignty over certagaarnn which operations are conducted. There camo l@ssurance 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 our abyilto continue operations 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 effeotiooperations or revenues, there can be noasstithat we will in all cases be able to
structure or restructure our operations to confrtocal law (or the administration thereof) omtsracceptable to us.
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Although we attempt to minimize the potential impatsuch risks by operating in more than one gapigical area, during the nine months
ended June 30, 2011, approximately 9 percent ofonsolidated operating revenues were generatettfre international contract drilling
business. During the nine months ended June 3@, 2@proximately 70 percent of the internationarafing revenues were from operations
in South America and approximately 75 percent aftB@merican operating revenues were from Argeraind Colombia.

Reference is made to the risk factors pertainirigterest rate risk and the Company’s securitiefi@® in Item 1A of Part 1 of the
Company’s Form 10-K for the year ended SeptembgB@00. In order to update these risk factorgifarelopments that have occurred
during the first nine months of fiscal 2011, thekrfactors are hereby amended and updated by nefete, and incorporation herein of, Notes
5 and 9 to the Consolidated Condensed Financitéi8ents 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, 2010.

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 aftegxhibit, such exhibit is filed or furnished
herewith.

Exhibit

Number Description

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

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

32 Certification of Chief Executive Officer and Chieinancial Officer Pursuant to 18 U.S.C. Section@, 3% Adopted Pursuant
to Section 906 of the Sarba-Oxley Act of 2002

101 Financial statements from the quarterly report om#10-Q of Helmerich & Payne, Inc. for the quagaded June 30, 2011,

filed on August 8, 2011, formatted in Extensive lBess Reporting Language (XBRL): (i) the Consokda€ondensed
Statements of Operations, (ii) the Consolidateddéosed Balance Sheets, (iii) the Consolidated GuetkeStatements of
StockholdersEquity, (iv) the Consolidated Condensed Statemeih®ash Flows and (v) the Notes to Consolidateddéoge:
Financial Statement
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SIGNATURES

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

HELMERICH & PAYNE, INC.
(Registrant

Date: August 8, 2011 By: /S/HANS C. HELMERICH

Hans C. Helmerich, Preside

Date: August 8, 2011 By: /S/JUAN PABLO TARDIO

Juan Pablo Tardio, Chief Financial Offic
(Principal Financial Officer
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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 Chieinancial Officer Pursuant to 18 U.S.C. Section@,3& Adopted Pursuant
to Section 906 of the Sarba-Oxley Act of 2002

101 Financial statements from the quarterly report om#10-Q of Helmerich & Payne, Inc. for the quagaded June 30, 2011,

filed on August 8, 2011, formatted in Extensive lBess Reporting Language (XBRL): (i) the Consokda€ondensed
Statements of Operations, (ii) the Consolidateddéosed Balance Sheets, (iii) the Consolidated GuetkeStatements of
StockholdersEquity, (iv) the Consolidated Condensed Statemeih@ash Flows and (v) the Notes to Consolidateddéarer
Financial Statement
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EXHIBIT 31.1
CERTIFICATION
I, Hans Helmerich, certify that:
1. | have reviewed this report on FA®Q of Helmerich & Payne, Inc.;

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

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

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

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

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

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

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

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

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

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

Date: August 8, 2011 /S HANS C. HELMERICH
Hans C. Helmerich, Chief Executive Offic




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

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

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

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

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

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

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

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

reporting; and

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

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

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

Date: August 8, 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 June 30,
2011, as filed with the Securities and Exchange @@sion on the date hereof (the “Report”), Hansnitgich, as Chief Executive Officer of
the Company, and Juan Pablo Tardio, as Chief Fiab@dficer of the Company, each hereby certifigsrsuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, to the best of his knowledge, that:

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

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

/S HANS C. HELMERICH /S!/ JUAN PABLO TARDIO
Hans C. Helmericl Juan Pablo Tardi
Chief Executive Office Chief Financial Officel

August 8, 201: August 8, 201:




