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ACT OF 1934

For quarterly period ended: June 30, 200¢

OR

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

For the transition period from (0]

Commission File Number: 1-4221

HELMERICH & PAYNE, INC.

(Exact name of registrant as specified in its @rart

Delaware 73-067987¢

(State or other jurisdiction ¢ (I.LR.S. Employer I.D. Numbe
incorporation or organizatiol

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

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

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

Indicate by check mark whether the registrant @ filed all reports required to be filed by Seeti® or 15(d) of the Securities Exchange

Act of 1934 during the preceding 12 months (ordioch shorter period that the registrant was requaodile such reports), and (2) has been
subject to such filing requirements for the pastié@s. Yes X1 No O

Indicate by check mark whether the registrant lndisndtted electronically and posted on its corpokdeb site, if any, every Interactive

Data File required to be submitted and posted untsto Rule 405 of Regulation5¢§ 232.405 of this chapter) during the precedignonth
(or for such shorter period that the registrant reagiired to submit and post such filesjes XI No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @-accelerated filer, or a small reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “small reportingpmpany” in Rule 12t2 of the Exchange Ac
Large accelerated filer [X] Accelerated filer O

Non-accelerated filer O Smaller reporting company O
(Do not check if a smaller reporting compa

Indicate by check mark whether the registrantseell company (as defined in Rule 12b-2 of the BExge Act). Yes 0 No [X

CLASS OUTSTANDING AT July 31, 2009
Common Stock, $0.10 par val 105,454,59:







Table of Contents

PART I.

Item 1.

ltem 2.
Item 3.
ltem 4.
PART II.
Item 1.
ltem 1A.
Iltem 6.

Signature:

HELMERICH & PAYNE, INC. AND SUBSIDIARIES

TABLE OF CONTENTS

FINANCIAL INFORMATION

Financial Statemen

Consolidated Condensed Balance Sheets as of Juaé@@and September 30, 2(

Consolidated Condensed Statements of Income fortlihee and Nine Months Ended June 30, 2009 and
Consolidated Condensed Statements of Cash Flovikdddine Months Ended June 30, 2009 and :
Consolidated Condensed Statement of Sharehi Equity for the Nine Months Ended June 30, 2
Notes to Consolidated Condensed Financial Statex

Managemer’'s Discussion and Analysis of Financial Condition &webults of Operatior

Quantitative and Qualitative Disclosures about MaiRisk

Controls and Procedur

OTHER INFORMATION

Legal Proceeding

Risk Factors

Exhibits

Page No.

38
38-39
40

41




Table of Contents

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

June 30, September 30
2009 2008
ASSETS
Current asset:
Cash and cash equivale $ 141,70¢ $ 121,511
Shor-term investment 12,50( —
Accounts receivable, less reserve of $711 at JOn2@9 and $1,331 at September 30, 2 319,82 462,83
Inventories 45,68t 33,09¢
Deferred income taxe 8,25( 21,93¢
Prepaid expenses and otl 64,10% 51,26¢
Total current asse 592,07- 690,64"
Investment: 267,55: 199,26¢
Property, plant and equipment, | 3,209,34. 2,682,25
Other asset 10,88 15,88
Total asset $ 4,079,85 $ 3,588,04!
LIABILITIES AND SHAREHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $ 110,64( $ 153,85
Accrued liabilities 118,15: 128,37
Shor-term debi 105,00 —
Notes payabl — 1,73¢
Long-term debt due within one ye 25,00( 25,00(
Total current liabilities 358,79. 308,95°
Noncurrent liabilities
Long-term debt 430,00( 475,00(
Deferred income taxe 647,97 479,96
Other 49,14t 58,65!
Total noncurrent liabilitie: 1,127,12i 1,013,61
Shareholder equity:
Common stock, $.10 par value, 160,000,000 shathe@dzed, 107,057,904 shares iss| 10,70¢ 10,70¢
Preferred stock, no par value, 1,000,000 sharéenéd, no shares issu — —
Additional paic-in capital 174,00¢ 169,497
Retained earninc 2,368,73 2,082,51!
Accumulated other comprehensive inca 72,24 38,40
Treasury stock, at co (31,756 (35,659
Total shareholde’ equity 2,593,94. 2,265,47:
Total liabilities and sharehold¢ equity $ 407985 $  3,588,04

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

Three Months Ended Nine Months Ended
June 30, June 30,
2009 2008 2009 2008
Operating revenue
Drilling — U.S. Land $ 282,35¢ $ 391,75 $ 1,172,071 $ 1,104,66:
Drilling — Offshore 55,60¢ 47,29¢ 157,42 104,36¢
Drilling — International Lanc 47,29( 80,58¢ 194,29° 234,94
Other 2,51/ 2,87¢ 8,024 8,85(
387,76 522,51° 1,531,82 1,452,82
Operating costs and oth¢
Operating costs, excluding depreciat 220,33¢ 274,16¢ 814,56 763,92:
Depreciatior 61,04: 51,21( 172,92¢ 147,06t
General and administrati 14,22¢ 14,72% 45,80 42,71¢
Research and developme 2,77 52z 6,63( 522
Acquired ir-process research and developn — 11,12¢ — 11,12¢
Gain from involuntary conversion of lo-lived asset: (264) (5,42¢) (541 (10,23¢)
Income from asset sal: (1,78%) (1,61€) (4,75%) (4,40
296,33! 344,711 1,034,63 950,71
Operating income 91,43: 177,80 497,19( 502,11(
Other income (expense
Interest and dividend incon 542 1,03« 4,47¢ 3,36¢
Interest expens (2,797 (4,657) (9,047 (14,25%
Gain on sale of investment securit — 16,38¢ — 21,99«
Other 514 66 614 (370
(1,73%) 12,83: (3,95%) 10,73¢
Income before income taxes and equity in income of
affiliate 89,69" 190,64 493,23t 512,84¢
Income tax provisiol 36,65: 70,18: 201,28 189,11°
Equity in income of affiliate net of income tax — 4,91 10,11 11,52:
NET INCOME $ 53,04 $ 125,36¢ $ 302,05° $ 335,25¢
Earnings per common sha
Basic $ 5C $ 12C $ 287 % 3.22
Diluted $ 5C % 11¢ % 284 % 3.1¢
Weighted average shares outstand
Basic 105,42! 104,53( 105,33( 103,97<
Diluted 106,82¢ 106,68 106,54« 106,13(
Dividends declared per common sh $ 0.05C % 0.05C $ 0.15C $ 0.14cC

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

Nine Months Ended

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

Net cash provided by operating activit

INVESTING ACTIVITIES:
Capital expenditure
Acquisition of business, net of cash acqui
Insurance proceeds from involuntary conver:
Proceeds from sale of investme
Proceeds from asset sa
Purchase of sh¢-term investment

Net cash used in investing activiti

FINANCING ACTIVITIES:
Increase (decrease) in notes payi
Proceeds from lines of cre«
Payments on lines of cret
Increase in bank overdre
Dividends paic
Proceeds from exercise of stock optir
Excess tax benefit from stc-based compensatic

Net cash provided by financing activiti

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

Cash and cash equivalents, end of pe $

June 30,

2009 2008
302,05 % 335,25!
172,92¢ 147,06¢

58C 69€
(16,309 (18,589
6,292 5,61(

— (21,869

(547) (10,23¢)
(4,759 (4,402
— 11,12¢

— (1)
153,99° 66,59:
142,42t (61,787
(12,58)) (2,735
(7,887 (31,594
(15,720 (974)
(9,839 13,12(
6,51¢ 7,77¢
(6,62°) 8,52¢
710,54: 443, 58¢
(738,41) (509,019
(16) (12,029

541 13,92¢

— 25,501

6,70¢ 6,071
(12,500) —
(743,68() (475,53))
(1,739 2,25¢
3,185,00! 2,630,001
(3,125,001 (2,620,001
8,99 4,46¢
(15,829 (14,060
71C 14,26
1,18¢ 24,81¢
53,32¢ 41,74,
20,19: 9,80:
121,51 89,21°¢
141,70 $ 99,01¢

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

CONSOLIDATED CONDENSED STATEMENT OF SHAREHOLDERSTRIJITY

NINE MONTHS ENDED JUNE 30, 2009
(Unaudited)

(in thousands, except per sharaunts)

Accumulated

Balance, September 30, 20

Comprehensive Incom
Net income
Other comprehensive income,
Unrealized gains on available
for-sale securities (net of
$20,741 income tay

Total comprehensive incon

Capital adjustment of equity invest

Cash dividends ($0.15 per sha

Exercise of stock optior

Tax benefit of stock-based awards,
including excess tax benefits of
$1,199

Treasury stock issued for vested
restricted stocl

Stock-based compensatic

Balance, June 30, 20(

Additional Other Total

Common Stock Paid-In Retained Comprehensive Treasury Stock Shareholders’
Shares Amount Capital Earnings Income Shares Amount Equity

107,05¢ $ 10,70¢ $ 169,49° $ 2,082,551 $ 38,40 1,83t $ (35,659 $ 2,265,47:

302,05 302,05°

33,84( 33,84(

335,89’

174 174

(15,83¢) (15,83¢)

(1,919 (16€) 2,62: 71C

1,23¢ 1,23¢

(1,275 (66) 1,27¢ —

6,297 6,292

107,05¢ $ 10,70¢ $ 174,006 $ 2,368,73 $ 72,247 1,60 $ (31,750 $ 2,593,94.

The accompanying notes are an

integral part okteegements.
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1.

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

Basis of Presentation

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

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

Earnings per Share

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

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

Three Months Ended Nine Months Ended
June 30, June 30,
2009 2008 2009 2008
Basic weighted average sha 105,42! 104,53( 105,33( 103,97:
Effect of dilutive shares
Stock options and restricted stc 1,40¢ 2,15¢ 1,214 2,157
Diluted weighted average sha 106,82¢ 106,68¢ 106,54 106,13(

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

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

Three Months Ended Nine Months Ended
June 30, June 30,
2009 2008 2009 2008
Shares excluded from calculation of diluted earging
per share 718 — 1,215 —

3. Operations and Risks in Venezuela

Typically, contract drilling revenues are recoguizs services are performed. In U.S. generallg@ated accounting principles, one of the
basic revenue recognition criteria is that collbiity of the revenue is reasonably assured. The@amy’s revenue in Venezuela is from
providing drilling services to Petroleos de Vendau8.A. (PDVSA), the Venezuelan state-owned petnol company. The Company
determined, as of the beginning of the second gquaftfiscal 2009 and forward, the revenue recagmitriteria in Venezuela is no longer
met as collectability of revenue is not reasonasiyured, primarily due to the uncertainty of thang of collectability as discussed further
below. As a result of this change, $19.7 million &55.3 million of revenue was not recorded inltiternational Land segment in the tt
and nine months ended June 30, 2009 respectivedyof June 30, 2009 the Consolidated Balance Skéletted accounts receivable from
PDVSA of $76.7 million. During the third quarteirfiscal 2009, approximately $13.0 million (U.S.lidos and U.S. currency equivalent)
was collected from PDVSA of which approximately&&illion was applicable to the accounts receivalfldditionally, subsequent to the
end of the third fiscal quarter, additional paynseuitapproximately $43.0 million (U.S. currency aglent) were received through

July 31, 2009 of which approximately $41.5 millimas applicable to the June 30, 2009 accounts r@gleibalance. The Company does
not have enough information to conclude that tmeaiaing receivable balance is not probable of ctibe. However, there is uncertainty
regarding the timing of the collection due to tlwerent political, economic and social instability\Yenezuela, the dependence by
Venezuela on oil to largely support its economy tiredfailure of PDVSA to pay many service compamvesking in Venezuela. The
collection of receivables from PDVSA has historigdleen more difficult and slower than that of gtbhastomers in international countries
in which the Company has drilling operations du®fVSA policies and procedures.

The Company is also exposed to risks of currenepldation in Venezuela primarily as a result ofia fuerte (Bsf) receivable and Bsf
cash balances.

The Company has made applications with the Venanugbvernment requesting the approval to convéitdrdfuerte cash balances to

U.S. dollars. Upon approval from the Venezuelanegoment, the Company’s Venezuelan subsidiary mawt epproximately $28.4

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

In addition to the accounts receivable discussed@flthe Venezuelan subsidiary has received natifin from PDVSA that
reimbursement of U.S. dollar invoices previouslidda Bsf will be made only when supporting docuttaion has been approved. The
supporting documentation has been delivered to PD&8I is awaiting approval. The approval and sgbsat payment would result in
reducing the foreign currency exposure by approtéigas38.6 million. The Company is unable to det@emwhen payment will be
received.

Past devaluation losses may not be reflective @ptitential for future devaluation losses. Venk&zuentinues to operate under exchange
controls and the Venezuelan bolivar fuerte exchaatgehas remained fixed at Bsf 2.150 to

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

one U.S. dollar since March 2005. The exact amandttiming of any future devaluations of the Varedan bolivar fuerte exchange rate
is uncertain. At June 30, 2009, the Company hadtuivalent of $16.0 million in cash in Bsf's egpd to the risk of currency
devaluation.

While the Company is unable to predict the potémtiagnitude and timing of future devaluation in ¥eoela, if current activity levels
continue and if a 10 percent to 30 percent deviminatere to occur, the Company could experiencerg@tl currency devaluation losses
ranging from approximately $4.9 million to $12.2llion.

During the second quarter of fiscal 2009, the Camgdzegan discontinuing work for PDVSA as contraotpired. All of the Company’s
eleven rigs were active in Venezuela during the&t fijuarter of fiscal 2009. At the end of the thgedarter of fiscal 2009, only three of the
rigs were active. The Company will continue taeidgs along with other efforts until satisfact@gyments for services rendered are
received. At July 31, 2009, one additional rig baen idled and if satisfactory payments are nmgived, it is likely that the remaining t
rigs will become idle by the end of September 2089June 30, 2009, the net book value of longdiassets in Venezuela was $74.3
million.

Readers should refer to Note 16 of these Conselidl@bndensed Financial Statements for additiofiatrimation related to risk factors in
international operations.

4. Inventories
Inventories consist primarily of replacement pairrisl supplies held for use in the Company’s drillopgrations.
5. Financial Instruments

The Company had $175 million of fixed-rate longatedtebt outstanding at June 30, 2009, which hadsamated fair value of $201

million. The debt was valued based on the pridesnoilar securities with similar terms and cremitings. The Company used the
expertise of an outside investment banking firmagsist with the estimate of the fair value of thegiterm debt. The Company’s line of
credit bears interest at market rates and theoddmirrowings, if any, would approximate fair valuEhe Company has an interest rate
swap agreement with a $105 million notional. Thie value of the interest rate swap liability ahdB80, 2009 was $0.3 million. The fair
value is based on the present value of expectedefeash flows, inclusive of the risk of nonperfamme, using a discount rate appropriate
for the duration. For further information regarglidlebt and the interest swap, refer to Note 1hede consolidated condensed financial
statements.

Effective April 1, 2009, Atwood Oceanics, Inc. (Adad) was accounted for as an available-for-saledtment, as the Company
determined it no longer exercised significant iaflae and discontinued accounting for Atwood udirgetquity method. Mark-to-market
gains or losses are now deferred as a componethef comprehensive income.

The estimated fair value of the Company’s availdbtesale securities is primarily based on markettgs. The following is a summary of
available-for-sale securities, which excludes thassunted for under the equity method of accognimvestments in limited partnerships
carried at cost and assets held in a Non-qualBiegpplemental Savings Plan:

9
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HELMERICH & PAYNE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT

(Unaudited)
Gross Gross Estimated
Unrealized Unrealized Fair
Cost Gains Losses Value
(in thousands)
Equity securities 06/30/C $ 129,18 $ 122,44¢ $ — $ 251,63:
Equity securities 09/30/C $ 7,68t $ 67,867 $ — 3 75,55:

On an on-going basis, the Company evaluates thkatare equity securities to determine if a decim&ir market is other-than-
temporary. If a decline in fair market value igatenined to be other-than-temporary, an impairncbiarge is recorded and a new cost
basis established. In determining if an unrealipsd is other than temporary, the Company considew long the market value of the
investment has been below cost, how significantigdine in value is as a percentage of the origiost and the market in general and
analyst recommendations.

The cost of securities used in determining realg&ids and losses is based on the average costdfdke security sold. During the nine
months ended June 30, 2008, marketable equityadlaifor-sale securities with a fair value at tlhgedof sale of $25.5 million were sold
with gross realized gains of $22.0 million. Thlexe been no sales of available-for-sale secudtiesig the nine months ended June 30,
2009.

The investments in the limited partnerships caraedost were approximately $12.4 million at JuBeZ009 and September 30, 2008. The
estimated fair value of the limited partnerships#a7.6 million and $17.3 million at June 30, 2@60@ September 30, 2008, respectively.

The estimated fair value exceeded the cost of tinwests at June 30, 2009 and September 30, 200&susdich, the investments were not
impaired.

The assets held in the Non-qualified Supplemerdsir§ys Plan are carried at fair market value wiitaled $3.6 million and $6.4 million
at June 30, 2009 and September 30, 2008, resplgctive

The majority of cash equivalents are investedalide and non-taxable money-market mutual fundse darrying amount of cash and
cash equivalents approximates fair value due tahioet maturity of those investments.

At June 30, 2009, the Company’s short-term inveatmeonsisted of a bank certificate of deposit \aithoriginal maturity greater than
three months. Interest earned is included in @steaind dividend income on the Consolidated CoretbB8satement of Income.

The carrying value of other assets, accrued lizsliand other liabilities approximated fair vaateJune 30, 2009 and September 30, 2008.

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

6. Comprehensive Income

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

Three Months Ended Nine Months Ended
June 30, June 30,
2009 2008 2009 2008
Net Income $ 53,04 $ 125,36¢ $ 302,05 $ 335,25!
Other comprehensive incorr
Unrealized appreciation on securit 90,83: 22,71 54,58: 602
Income taxe: (34,516 (8,637) (20,747) (230)
56,317 14,08: 33,84( 372
Reclassification of realized gains in net incc — (16,38¢) — (21,999
Income taxe: — 6,22¢ — 8,35¢
— (10,160 — (13,636
Minimum pension liability adjustmen — 4 — (20
Income taxe: — 2 —
— @) (6)
Total comprehensive incon $ 109,36. $ 129,28¢ $ 335,89 §$ 321,98:

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

June 30, September 30,
2009 2008
Unrealized appreciation on securit $ 75,91¢ % 42,07¢
Unrecognized actuarial gain (loss) and prior sergiast (3,679 (3,677
Accumulated other comprehensive inco $ 72,247 $ 38,40;

7. Derivative Financial Instruments

In March 2008, the Financial Accounting Standardaid (FASB) issued SFAS No. 161, “Disclosures almrivative Instruments and
Hedging Activities” (SFAS No. 161). SFAS No. 16bpides companies with requirements for enhancscla@iures about derivative
instruments and hedging activities to enable irorssio better understand their effects on a compdimancial position, financial
performance and cash flows. In accordance witteffextive date of SFAS No. 161, the Company adbgte disclosure provisions of
SFAS No. 161 on January 1, 2009.

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

In January 2009, the Company executed an intesitsssvap agreement to limit the Company’s expoguohanges in interest rates. The
interest rate swap qualifies as a derivative ansl med designated as a hedging instrument and &s thecCompany has not applied hedge
accounting. At the end of each period, the intaras swap is recorded in the Consolidated CoreteBalance Sheet at fair value, either
in other current assets or accrued liabilities, anyl

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

related gains or losses are recognized on the Quyigp&onsolidated Condensed Statement of Incomia@mwihterest expense. The fair
value of the interest rate swap liability at JuBe 209 was $0.3 million and is included in accrliaklilities in the Consolidated
Condensed Balance Sheet. Interest expense ofillich and $0.5 million was recorded for the thared nine months ended June 30,
2009, respectively.

8. Fair Value Measurement

On September 15, 2006, the FASB issued SFAS Nowthoh addresses standardizing the measuremeairofdlue for companies who
are required to use a fair value measure for retiogror disclosure purposes. The FASB definesvalue as “the price that would be
received to sell an asset or paid to transfertdlitigin an orderly transaction between markettiggzants at the measurement date.” The
Company’s adoption of the required portions of SHAS as of October 1, 2008 did not have a matenipact on the Company’s financial
position, results of operations and cash flowsFabruary 2008, the FASB issued Staff Position N&S 157-2 Effectiv e Date of FASB
Statement No. 157 (FSP 157-2), which delayed theired adoption of portions of SFAS 157 relatedaofinancial assets and
nonfinancial liabilities, except for items recogeidzor disclosed at fair value on a recurring basiscordingly, the Company will adopt the
provisions of SFAS 157 related to nonfinancial &ssad nonfinancial liabilities recognized or dised at fair value on a nonrecurring
basis in fiscal 2010. The Company is currentlylgating the impact, if any, of the adoption of FB8¥-2 on its financial position, results
of operations or cash flows.

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

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

e Level 3 — Valuations based on inputs that are uaoniable and not corroborated by market data.
At June 30, 2009, the Company’s financial asseéliging Level 1 inputs include cash equivalents,nmap market funds the Company has
elected to classify as restricted assets and egedyrities with active markets. For these itequsted current market prices are readily
available.
During the nine months ended June 30, 2009, thep@agnentered into an interest rate swap agreemiémav$105 million notional to
hedge a portion of the risk of changes in the @gerate associated with amounts outstanding tardaensecured line of credit that expires
in January 2010. The fair value of the swap agm#mas determined using Level 2 inputs. Levelfiia also include a bank certificate
of deposit classified as a short-term investmedtrastricted cash included in current assets.
The Company does not currently have any finanosttiments utilizing Level 3 inputs.
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The following presents information about the Compsifiair value hierarchy for financial assets asofe 30, 2009:

Quoted Prices

Total in Active Significant
Measure Markets for Other Significant
at Identical Observable Unobservable
Fair Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)
(in thousands)
Assets:
Money market fund $ 117,15¢ $ 116,13¢ $ 1,02¢ $ —
Equity securitie: 251,63: 251,63: — —
Certificate of deposi 12,50( — 12,50( —
Total assets at fair vall $ 381,29 $ 367,76. $ 13,52: $ —
Liabilities:
Interest rate swa $ (279 % — % 279 $ —

The following table summarizes the Company’s asaedtkliabilities measured at fair value on a rdogrbasis presented in the Company’s
Consolidated Condensed Balance Sheet as of Ju203®;,

Quoted Prices

Total in Active Significant
Measure Markets for Other Significant
at Identical Observable Unobservable
Fair Assets Inputs Inputs
Value (Level 1) (Level 2) (Level 3)

(in thousands)

Assets:
Cash equivalent $ 103,18¢ $ 103,18¢ $ — 8 —
Shor-term investment 12,50( — 12,50( —
Investments 251,63 251,63 — —
Other current asse 11,97! 10,94¢ 1,02: —
Other asset 2,00( 2,00( —
Total assets measurat fair value $ 381,29 $ 367,767 $ 13,52 $ —
Liabilities:
Other current liabilitie: $ 2739 $ — $ (2739 $ —
Total liabilitesmeasured at fair valt $ (279 $ — $ (279 $ —

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

June 30, September 30,
2009 2008
(in thousands)
Carrying value of lon-term fixec-rate deb $ 175.C $ 175.(
Fair value of lon-term fixec-rate deb $ 201 % 198.(
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In February 2007, the FASB issued SFAS No. 159 wpiermits companies to choose, at specified electides, to measure many
financial instruments and certain other items atvalue that are not currently measured at faluga Unrealized gains and losses on items
for which the fair value option has been electedidde reported in earnings at each subsequenttiepdate. Upfront costs and fees
related to items for which the fair value optioreiscted shall be recognized in earnings as indwanel not deferred. The Company did
elect the fair value option for any of its existifigancial instruments other than those alreadysuesl at fair value. Therefore, the
Company’s adoption of SFAS No. 159 as of Octob&0D8 did not have an impact on the Company’s firmposition, results of
operations or cash flows.

Cash Dividends

The $0.05 cash dividend declared March 4, 2009,pa&$ June 1, 2009. On June 3, 2009, a cash didide$0.05 per share was declared
for shareholders of record on August 14, 2009, bkey&eptember 1, 2009.

Stock-Based Compensation

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

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

A summary of compensation cost for stock-based payrarrangements recognized in general and admgitiig expense is as follows (in
thousands):

Three Months Ended Nine Months Ended
June 30, June 30,
2009 2008 2009 2008
Compensation expen
Stock option: $ 1,691 $ 153: $ 520t $ 4,69¢
Restricted stoc 363 36E 1,08 912
$ 2,05 $ 1,89¢ $ 6,29 $ 5,61(

STOCK OPTIONS

The following summarizes the weighted-average apsioms utilized in determining the fair value oftimms granted during the nine
months ended June 30, 2009 and 2008:

2009 2008
Risk-free interest rat 1.7% 3.2%
Expected stock volatilit 43.4% 31.1%
Dividend yield .9% .5%
Expected term (in year 5.8 4.8
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Risk-Free Interest Rate. The risk-free interest rate is based on U.S. Sumasecurities for the expected term of the option

Expected Volatility Rate. Expected volatility is based on the daily closprige of the Company’s stock based upon histoggpkerience
over a period which approximates the expected tdrthe option.

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

Expected Term. The expected term of the options granted reptedba period of time that they are expected touistanding. The
Company estimates the expected term of optiongepldrased on historical experience with grantsexaulcises.

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

Three Months Ended June 30, 200

Weighted-
Weighted- Average Aggregate
Average Remaining Intrinsic
Shares Exercise Contractual Value
Options (in thousands) Price Term (in thousands)
Outstanding at April 1, 200 5,64¢ $ 20.21
Grantec — —
Exercisec (204) 11.07
Forfeited/Expirec (1) 30.2¢
Outstanding at June 30, 20 544: $ 20.5¢ 58 §$ 59,23¢
Vested and expected to vest at June 30, ; 538: $ 20.5C 58 §$ 58,80¢
Exercisable at June 30, 20 3631 $ 17.4 45 $ 49,67(
Nine Months Ended
June 30, 2009
Weighted-
Average
Shares Exercise
Options (in thousands) Price
Outstanding at October 1, 20 481¢ $ 20.0z
Grantec 86¢% 21.0%
Exercisec (235) 11.4¢
Forfeited/Expirec (6 29.3¢
Outstanding at June 30, 20 544: $ 20.5¢

The weighted-average fair value of options graimetie first quarter of fiscal 2009 was $8.16. dfiions were granted in the second or
third quarters of fiscal 2009.

The total intrinsic value of options exercised dgrthe three and nine months ended June 30, 209%4v& million and $4.3 million,
respectively.
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NOTES TO CONSOLIDATED CONDENSED FINANCIAL STATEMENT
(Unaudited)

As of June 30, 2009, the unrecognized compensatistirelated to the stock options was $13.2 millidhat cost is expected to be
recognized over a weighted-average period of 2asye

RESTRICTED STOCK

Restricted stock awards consist of the Companyisneon stock and are time vested over 3-5 years. Ciimpany recognizes
compensation expense on a straight-line basistbeeresting period. The fair value of restricteatk awards is determined based on the
closing trading price of the Company’s shares engtant date.

A summary of the status of the Company’s restristedk awards as of June 30, 2009 and changegydhemine months then ended is
presented below:

Nine Months Ended

June 30, 200¢
Weighted-
Average
Shares Grant-Date
Restricted Stock Awards (in thousands) Fair Value
Unvested at October 248 % 29.2i
Grantec — —
Vested (66) 29.52
Forfeited — —
Unvested at June 3 177 $ 30.0¢

As of June 30, 2009, there was $2.5 million ofltateecognized compensation cost related to réstristock options granted under the
Plan. That cost is expected to be recognized avesighted-average period of 1.7 years.

Debt

At June 30, 2009, the Company had the followingegnsed long-term debt outstanding (in thousands):

Maturity Date Interest Rate
Fixed rate debi
August 15, 200! 5.91% $ 25,00(
August 15, 201: 6.46% 75,00(
August 15, 201- 6.56% 75,00(
Senior credit facility
December 18, 201 .67%-.68% 280,00(
455,00(
Less lon+term debt due within one ye 25,00(
Long-term debt $ 430,00(

The terms of the fixed rate debt obligations regtire Company to maintain a minimum ratio of deltotal capitalization.
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The Company has an agreement with a multi-bankisgtedfor a $400 million senior unsecured creditlfiy which matures

December 2011. While the Company has the optidiotmow at the prime rate for maturities of lesartt30 days, the Company anticipe
that the majority of all of the borrowings over tife of the facility will accrue interest at a g@ad over the London Interbank Bank Offered
Rate (LIBOR). The Company pays a commitment fesetiaon the unused balance of the facility. Theagover LIBOR as well as the
commitment fee is determined according to a scased on a ratio of the Company’s total debt td tdpitalization. The spread ranges
from .30 percent to .45 percent over LIBOR depegdin the ratios. At June 30, 2009, the spreadoorotvings was .35 percent over
LIBOR and the commitment fee was .075 percent paum. At June 30, 2009, the Company had two ketiécredit totaling $20.9

million under the facility and had $280 million lbowed against the facility with $99.1 million aatle to borrow. The advances bear
interest ranging from 0.67 percent to 0.68 perc&ubsequent to June 30, 2009, the debt was redycgtil5 million with proceeds fron
new facility discussed below.

Short-term debt consists of a $105 million unsediree of credit that will mature January 2010.eT®ompany closed on the agreement
with a five-bank syndicate January 21, 2009. Tbhenflany anticipates that this loan will remain fushder the entire term and that all
borrowings will accrue interest at a spread oved@P LIBOR. The spread over LIBOR is determinedoagding to the same scale of dek
total capitalization used in the Company’s $40diaril facility which is described in the precedingragraph. The spread over LIBOR for
the new facility has increased to a range of 2¢urto 2.75 percent. At June 30, 2009, the spoeatie borrowing was 2.25 percent over
LIBOR. Simultaneous with the closing of this fégil the Company entered into an interest-rate swidipthe same maturity and a
notional amount of $105 million. The Company bedisthat the swap will act to fix the annualize@iest rate of the facility at
approximately 3.17 percent assuming the spreadinsmaa2.25 percent over LIBOR. For further infation regarding the interest rate
swap, refer to Note 7 of these consolidated coretkfinancial statements.

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

June 30, 2009, the Company was in compliance Mlitteht covenants.

Additionally, as of June 30, 2009, the Company tiasecured letters of credit totaling $3.3 milliohieh were used to obtain surety bonds
for the international operations.

On July 21, 2009, the Company closed on a priviaeement and received proceeds of $200 million fsemior unsecured fixe@te note!
that will mature July 2016. Interest on the natdsbe paid semi-annually based on an annual@é&10 percent. The Company will
make five equal annual principal repayments of ®dllon starting on the third anniversary of thesihg date. Financial covenants req
the Company to maintain a funded leverage ratiess than 55 percent and an interest coverage(eatidefined) of not less than 2.50 to
1.00. The note purchase agreement also contadfisoaél terms, conditions, and restrictions thet Company believes are usual and
customary in unsecured debt arrangements for coepémat are similar in size and credit qualithe™200 million proceeds from this
facility will be used to fund capital expenditurespay indebtedness and for other general corppragmses.
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Income Taxes

The Company'’s effective tax rate for the first ninenths of fiscal 2009 and 2008 was 40.8 percetht3&0 percent, respectively. The
Company'’s effective tax rate for the three montmdeel June 30, 2009 and 2008 was 40.9 percent aB8¢8&ent, respectively. The
effective rate differs from the U.S. federal statytrate of 35.0 percent primarily due to state fomdign taxes.

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

Contingent Liabilities and Commitments

In conjunction with the Company'’s current drillinig construction program, purchase commitmenteéfpripment, parts and supplies of
approximately $160.5 million are outstanding ateJ@a, 2009.

Various legal actions, the majority of which arisghe ordinary course of business, are pendinge Company maintains insurance ag:
certain business risks subject to certain dedwsibNone of these legal actions are expectedvw® aanaterial adverse effect on the
Company'’s financial condition, cash flows or resulf operations.

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

Segment Information

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

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

* revenues from external and internal customers
» direct operating costs

» depreciation and

» allocated general and administrative costs

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

General and administrative costs are allocatelasegments based primarily on specific identificaand, to the extent that such
identification is not practical, on other methodsieh the Company believes to be a reasonable tifteof the utilization of services
provided.
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Segment operating income is a non-GAAP financiagsnee of the Company’s performance, as it exclgéegral and administrative
expenses, corporate depreciation, income from aa$et and other corporate income and expense.

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

Summarized financial information of the Compangpartable segments for the nine months ended Jyr2089, and 2008, is shown in
the following tables:

Segment
External Inter- Total Operating
(in thousands) Sales Segment Sales Income (Loss)
June 30, 200¢
Contract Drilling:
U.S. Land $ 1,172,071 $ — $ 1,172,071 $ 483,57:
Offshore 157,42 — 157,42 43,27(
International Lanc 194,29 — 194,29 (975)
1,523,79 — 1,523,79 525,86¢
Other 8,024 63C 8,654 (4,65€)
1,531,82: 63C 1,532,45: 521,21(
Eliminations — (630) (630) —
Total $ 153182 $ — 3 153182 $ 521,21(
Segment
External Inter - Total Operating
(in thousands) Sales Segment Sales Income (Loss)
June 30, 200¢
Contract Drilling:
U.S. Land $ 1,104,66: $ — 3 1,104,66: $ 446,99:
Offshore 104,36¢ — 104,36¢ 19,73(
International Lanc 234,94 — 234,94 51,40(
1,443,97. — 1,443,97. 518,12
Other 8,85( 657 9,507 (7,59€)
1,452,82: 657 1,453,48: 510,52¢
Eliminations — (657) (657 —
Total $ 1,452,82. $ — 3 1,452,82. $ 510,52¢

19




Table of Contents

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

Summarized financial information of the Compangpartable segments for the three months ended3yrz009, and 2008, is shown in
the following tables:

Segment
External Inter- Total Operating
(in thousands) Sales Segment Sales Income (Loss)
June 30, 200¢
Contract Drilling:
U.S. Land $ 282,35¢ $ — 3 282,35¢ $ 96,59:
Offshore 55,60¢ — 55,60¢ 12,72
International Lanc 47,29( — 47,29( (8,32])
385,25¢ — 385,25¢ 100,99¢
Other 2,514 18¢ 2,70: (2,304)
387,76° 18¢ 387,95¢ 98,69
Eliminations — (18¢) (189) —
Total $ 387,76 $ — $ 387,76, $ 98,69:
Segment
External Inter- Total Operating
(in thousands) Sales Segment Sales Income (Loss)
June 30, 200¢
Contract Drilling:
U.S. Land $ 391,75 $ — 3 391,75 $ 159,41
Offshore 47,29¢ — 47,29¢ 12,01
International Lanc 80,58¢ — 80,58¢ 17,49:
519,63¢ — 519,63¢ 188,91¢
Other 2,87¢ 22C 3,09¢ (10,42))
522,51° 22C 522,73 178,49°
Eliminations — (220) (220) —
Total $ 522,51 $ — $ 522,51 $ 178,49°
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The following table reconciles segment operatirgpime per the table above to income before incomestand equity in income of
affiliate as reported on the Consolidated Conde&atements of Income.

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

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

Income before income taxes and equity in incomaffifate

Total Assets

U.S. Land
Offshore
International Lanc
Other

Investments and Corporate Operati
Total

Three Months Ended Nine Months Ended

June 30, June 30,
2009 2008 2009 2008
(in thousands)
$ 98,69 $ 178,49 $ 521,21( $ 510,52¢
264 5,42¢ 541 10,23¢
1,78¢ 1,61¢€ 4,75¢ 4,40
(9,306 (7,737) (29,315 (23,05%)
91,43: 177,80° 497,19( 502,11(
542 1,03¢ 4,47¢ 3,36¢
(2,799 (4,65 (9,047 (14,255
— 16,38¢ — 21,99«
514 66 614 (370)
(1,737) 12,83; (3,95¢) 10,73¢
89,69t $ 190,64¢ $ 493,23! $ 512,84
June 30, September 30,
2009 2008
(in thousands)

$ 2,964,27. $ 2,660,23.

161,10¢ 152,49°

457,06: 368,65¢

32,00¢ 35,28t

3,614,44! 3,216,67.

465,40¢ 371,37

$ 4,079,85. $ 3,588,04!

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

Operating revenue
United State:
Venezuele
Ecuadot
Colombia
Other Foreigr

Total

Three Months Ended Nine Months Ended

June 30, June 30,
2009 2008 2009 2008
(in thousands)

$ 330,94« $ 43423( $ 1,306,61 $ 1,208,68:
3,40¢ 43,95¢ 46,357 123,66!

12,40! 7,86¢ 39,17¢ 41,38!

17,59t 11,70 60,64¢ 26,50z

23,41¢ 24,76 79,02¢ 52,59

$ 387,767 $ 522517 $ 1,531,82. $ 1,452,82
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Pensions and Other Post-retirement Benefits

The following provides information at June 30, 2@0® 2008 related to the Company-sponsored domaefiited benefit pension plan.

Components of Net Periodic Benefit Cost

Three Months Ended Nine Months Ended
June 30, June 30,
2009 2008 2009 2008
(in thousands)
Interest Cos $ 1217 $ 1,18¢ % 3,651 $ 3,56¢
Expected return on plan ass (1,14% (1,45¢) (3,44)) (4,374
Recognized net actuarial o — (3) — (9)
Net pension expens $ 70§ (272) $ 21C (819

Employer Contributions

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

during 2008 and the current adverse conditionkeneqjuity, debt and global markets, it is posdifide contributions will be greater than
estimated. For the period October 1, 2008 thralugy 31, 2009, the Company contributed $0.5 millothe Pension Plan.

Foreign Plan

The Company maintains an unfunded pension plaménad the international subsidiaries. Pension egpavas approximately $113,000
and $115,000 for the three months ended June 89, &9d 2008, respectively. Pension expense wasxpmtely $293,000 and
$247,000 for the nine months ended June 30, 2002@08, respectively.

Risk Factors

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

Gain Contingencies

During the first quarter of fiscal 2009, the Compaettled the claim on U.S. Land Rig 178 that edguered a fire in August 2007. The
Company received approximately $0.3 million aslfipgyment and the proceeds were recorded as argtiie Consolidated Statement of
Income.

During the third quarter of fiscal 2009, the Comypaettled the claim in connection with the losfkid 201 from Hurricane Katrina in
August 2005. The Company received approximatel? $lllion as final payment and the proceeds weo®rded as a gain in the
Consolidated Statement of Income.

22




Table of Contents

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

18. Recently Issued Accounting Standards

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

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

In April 2008, the FASB issued FSP SFAS No. 14DB&ermining the Useful Life of Intangible Assets (FSP SFAS 142-3). FSP SFAS 142-
3 amends the factors that should be consideredvialdping renewal or extension assumptions useétermine the useful life of a
recognized intangible asset under SFAS 142. T8R B effective for fiscal years beginning aftecBmber 15, 2008, and interim periods
within those years. This FSP must be applied prispy to intangible assets acquired after thectffe date. Accordingly, the Company
will adopt FSP SFAS 142-3 in fiscal year 2010. Tuwnpany is currently evaluating FSP SFAS 142-@iermine the impact, if any, on
the Consolidated Financial Statements.

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

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

On October 1, 2008, the Company adopted EITF IBEué6-11 Accounting for Income Tax Benefits of Dividends on Share-Based

Payment Awards (“EITF 06-11"). EITF 06-11 requires companies égognize a realized income tax benefit associatéddividends or
dividend equivalents paid on nonvested equity-diassemployee share-based payment awards thatarged to retained earnings as an
increase to additional paid-in capital. The adoptf EITF 06-11 did not have a material impacttoe Company’s financial position,
results of operations or cash flows.
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19.

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

In the current quarter ending, June 30, 2009, thiany adopted FSP FAS 107-1 and APB 2Biterim Disclosures about Fair Value of
Financial Instruments. The FSP amends SFAS No. 1D7sclosures about Fair Value of Financial Instruments to require disclosure about
fair value of financial instruments in interim fingal statements. The adoption of FSP FAS 107elAdPB 28-1 had no impact on the
Company'’s consolidated financial position, resafteperations or cash flows.

In the current quarter ending, June 30, 2009, tagany adopted FSP No. FAS 115-2 and FAS 1Ze@gnition and Presentation of
Other-Than-Temporary Impairments. The Company has determined that only the prorngsbf FAS 124-2 are currently applicable. FSP
No. 124-2 expands and increases the frequencyistirex disclosures about other-than-temporary impents for debt and equity
securities. The adoption of this accounting promeument did not have an impact on the Company’sfirz condition or operating
results.

In June 2009, FASB issued SFAS No. 188 FASB Accounting Standards Codification and the Hierarchy of Generally Accepted
Accounting Principles. This standard replaces SFAS No. 18e Hierarchy of Generally Accepted Accounting Principles, and establishes
only two levels of U.S. generally accepted accowygnpirinciples (“GAAP”), authoritative and nonauthative. The FASB Accounting
Standards Codification (the “Codification”) will beme the source of authoritative, nongovernmentedi& except for rules and
interpretive releases of the Securities and Exch&@wgmmission (“SEC")which are sources of authoritative GAAP for SECstgnts. Al
other nongrandfathered, non-SEC accounting liteeatot included in the Codification will become mothoritative. This standard is
effective for financial statements for interim emaial reporting periods ending after Septembe2@89. The Company will begin to use
the new guidelines and numbering system presciidatie Codification when referring to GAAP in ther@pany’s Annual Report on
Form 10-K for the fiscal year ended September 8092As the Codification was not intended to chamgalter existing GAAP, it will not
have any impact on the Company’s consolidated @izdistatements.

Subsequent Events

In evaluating events and transactions through Augu2009, the Company has determined it has mugrézed subsequent events and one
nonrecognized subsequent event. In July 2009Cdmpany obtained additional financing of $200 roillin senior unsecured notes.
Additional information regarding the debt is inchedin Note 11 of these consolidated condenseddiabstatements.

24




Table of Contents
ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIMNCIAL CONDITION
AND RESULTS OF OPERATIONS
June 30, 2009

RISK FACTORS AND FORWARD -LOOKING STATEMENTS

The following discussion should be read in conjiorctvith the consolidated condensed financial statets and related notes included
elsewhere herein and the consolidated financigsiants and notes thereto included in the Comp&808 Annual Report on Form 10-K.

The Company’s future operating results may bectdftby various trends and factors, which are béyba Company’s control. These
include, among other factors, fluctuations in naltgias and crude oil prices, early terminationrdfidg contracts, forfeiture of early
termination payments under fixed term contractstdugistained unacceptable performance, unsuctesdiection of receivables, including
Venezuelan receivables, inability to procure kgyaomponents, failure to timely deliver rigs wittdpplicable grace periods, disruption to or
cessation of business of the Company’s limited @®wendors or fabricators, currency exchange lpststsrioration of credit markets, changes
in general economic and political conditions, adeareather conditions including hurricanes, rapidreexpected changes in technologies, and
uncertain business conditions that affect the Camplgebusinesses. Accordingly, past results anabiseshould not be used by investors to
anticipate future results or trends. The Compariglsfactors are more fully described in the Comps2008 Annual Report on Form 10-K
and elsewhere in this Form 10-Q.

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

RESULTS OF OPERATIONS

Three Months Ended June 30 , 2009 vs. Three Monttl&nded June 30 , 2008

The Company reported net income of $53.0 milliod.§$ per diluted share) from operating revenue®38f7.8 million for the third quarter
ended June 30, 2009, compared with net income 26.@1million ($1.18 per diluted share) from opeargtievenues of $522.5 million for the
third quarter of fiscal year 2008. Net incometfoe third quarter of fiscal 2009 includes approxieha$1.1 million ($0.01 per diluted share) of
after-tax gains from the sale of assets. Net inctiméhe third quarter of fiscal 2008 includes appmately $10.0 million ($0.09 per diluted
share) of after-tax gains from the sale of avaddbt-sale securities, approximately $1.0 milli®®.01 per diluted share) of aftex gains fron
the sales of assets and approximately $3.5 mi{h@n03 per diluted share) of after-tax gains frowoluntary conversion of long-lived assets.
Included in net income for the third quarter ot&is2008 is an approximate after-tax charge of &@lBon ($0.07 per diluted share) from in-
process research and development.

The following tables summarize operations by bussreegment for the three months ended June 30,82@D2008. Operating statistics in the
tables exclude the effects of offshore platform emérnational management contracts, and do nttdecreimbursements of “out-of-pocket”
expenses in revenue, expense and margin per daylatédns. Per day calculations for internatioo@érations also exclude gains and losses
from translation of foreign currency transactiof@egment operating income is described in detaldte 14 to the consolidated condensed
financial statements.

25




Table of Contents

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION
AND RESULTS OF OPERATIONS
June 30, 2009

Three Months Ended June 30,
2009 2008
(in thousands, except days and per day amount

U.S. LAND OPERATIONS

Revenue! $ 282,35¢ $ 391,75!
Direct operating expens 133,04 187,77:
General and administrative expel 4,13: 4,801
Depreciatior 48,591 39,77(
Segment operating incon $ 96,59 $ 159,41:
Revenue day 9,30z 15,26:
Average rig revenue per d $ 28,32 % 24,54
Average rig expense per d $ 12,27: $ 11,17¢
Average rig margin per de $ 16,05: $ 13,36¢
Rig utilization 51% 96%

U.S. LAND segment operating income decreased to6h®@lion for the third quarter of fiscal 2009 cpared to $159.4 million in the same
period of fiscal 2008. Revenues were $282.4 nmland $391.8 million in the third quarter of fis@8I09 and 2008, respectively. Included in
U.S. land revenues for the three months ended 3an2009 and 2008 are reimbursements for “out-akpt expenses of $18.9 million and
$17.2 million, respectively. Also included in Ul8nd revenues for the third quarter of fiscal 2@8pproximately $40.9 million related to
early termination fees and penalties.

The average revenue per day for the third quaftésaal 2009 compared to the third quarter of #ls2008 increased $3,782 of which $4,398 is
attributable to the early termination related raxeeand requested delivery delay revenue for newRigs. The remaining decrease of $616
result of lower dayrates in the third quarter etéil 2009. The increase in average rig expensdgyefor the third quarter of fiscal 2009
compared to the third quarter of fiscal 2008 isnaniily due to fixed costs that are incurred regassllof whether the rig is working or stacked.

U.S. land rig utilization was 51 percent and 96cpat for the comparable quarters. U.S. land riyyiagtdays for the third quarter of fiscal 2009
were 9,302 compared with 15,263 for the same peridigcal 2008, with an average of 102.2 and 18ig3 working during the third quarter
fiscal 2009 and 2008, respectively. The decreasigidays and average rigs working is attributablearly terminations and other stacked |

During the third quarter of fiscal 2009, the Compaeceived four early termination notices from @ters compared to thirtgne in the secor
quarter of fiscal 2009 and two in the first quadéfiscal 2009. Since June 30, 2009, no earlyieation notices have been received by the
Company. Fixed-term contracts customarily profaetermination at the election of the customethven early termination payment to be
paid to the Company if a contract is terminatedmio the expiration of the fixed term (exceptimited circumstances including sustained
unacceptable performance by the Company).

The economic slowdown, including the decreaseliar gas prices and deterioration in the creditketa, has had an effect on customer
spending. As a result, some operators are notiagecontracts. At June 30, 2009, 100 rigs wele &b a result of operators not extending
contracts or exercising early termination optiorithwhe number decreasing to 90 at July 31, 200@. decrease of ten idle rigs is due to eight
rigs transferring to the International Land segneemt a net of two rigs returning to work. At J@l, 2009, the Company had 90 rigs with term
contracts. The Company had 24 rigs continuingadkvin the spot market at July 31, 2009, all of ethare at risk of being idled. During the
fourth quarter of fiscal 2009, five additional rigdll be transferred to the International Land segin
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION
AND RESULTS OF OPERATIONS
June 30, 2009

Three Months Ended June 30,
2009 2008
(in thousands, except days and per day amount

OFFSHORE OPERATIONS

Revenue! $ 55,60t $ 47,29¢
Direct operating expens 38,85¢ 31,16¢
General and administrative expel 1,004 1,27¢
Depreciatior 3,024 2,84:
Segment operating incon $ 12,72 $ 12,01
Revenue day 763 732
Average rig revenue per d $ 45531 $ 51,30¢
Average rig expense per d $ 26,97¢ $ 31,18:
Average rig margin per de $ 18,55 $ 20,12¢
Rig utilization 93% 89%

OFFSHORE revenues include reimbursements for “fyacket” expenses of $13.4 million and $4.3 millifor the three months ended
June 30, 2009 and 2008, respectively.

Average rig revenue per day decreased in the thiedter of fiscal 2009 compared to the third quastdiscal 2008, primarily due to a
contractual reduction in the dayrate for a rigniternational location and the third quarterie€l 2008 had higher mobilization revenue f
rig that began working in that quarter. Averaggeaxpense per day decreased in the third quarfesoafl 2009 compared to the third quarter of
fiscal 2008 due to fiscal 2008 including mobilizatiexpenses associated with a rig beginning wotkahquarter.

At June 30, 2009, the Company had seven of its pletéorm rigs working.

The Offshore segment has also been affected bgdteomic slowdown. The Company had two of its mifigshore rigs released from their
contracts during the third quarter and those rigseapected to remain idle through the remainddisofl 2009. The Company expects one
additional rig to be released from its contractingithe fourth quarter of fiscal 2009.

Three Months Ended June 30,
2009 2008
(in thousands, except days and per day amounts)

INTERNATIONAL LAND OPERATIONS

Revenue! $ 47,29 $ 80,58t
Direct operating expens 47,91 55,09:
General and administrative expel 55E 1,182
Depreciatior 7,145 6,81¢
Segment operating income (lo! $ (8,32]) $ 17,49:
Revenue day 1,622 1,951
Average rig revenue per d $ 27,34( % 38,70¢
Average rig expense per d $ 26,43: $ 25,63¢
Average rig margin per de $ 907 $ 13,07:
Rig utilization 62% 7%
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL GONDITION
AND RESULTS OF OPERATIONS
June 30, 2009

INTERNATIONAL LAND segment operating loss for thieitd quarter of fiscal 2009 was $8.3 million, comgzhto operating income of $17.5
million in the same period of fiscal 2008. Rigliatition for international land operations was &2qent for the third quarter of fiscal 2009,
compared with 79 percent for the third quarteristdl 2008. During the current quarter, an averdHdE? .6 rigs worked compared to an ave
of 21.2 rigs in the third quarter of fiscal 200Buring late fiscal 2008 and during the first ninenths of fiscal 2009, four new FlexRigs began
work in international operations. In addition, twew FlexRigs are in an international location wgjton location and one new FlexRig has
been completed and may be directed to an intemmetlocation.

As further discussed in Note 3 to the consolidatttlensed financial statements, the Company deteththat as of the beginning of the
second quarter of fiscal 2009 and forward, thearast in Venezuela, PDVSA, no longer meets the neeeacognition criteria as collectability
is uncertain. As a result of this change, reveanetaverage revenue per day decreased in thegtidirler of fiscal 2009 compared to fiscal
2008.

Revenues in the third quarter of fiscal 2009 deseda$33.3 million compared to the third quartefisafal 2008 with Venezuela contributing
$40.6 million to the decrease. Excluding the rexerecognition change and the Company idling ngéenezuela, the increase in utilizatior
existing rigs and the addition of the new FlexRigsatributed to international land revenue incregisimcluded in international land revenues
for the three months ended June 30, 2009 and 2@0&anbursements for “out-of-pocket” expenses2®3$nillion and $5.1 million,
respectively.

The ability to collect accounts receivables in W8llars from PDVSA deteriorated to the point thating the second quarter of fiscal 2009,
Company decided to discontinue work as contragigrex At June 30, 2009, the receivable from PDM&s#s approximately $76.7 million. £
of the Companys eleven rigs were active in Venezuela during ifs¢ uarter; however, by the end of the third ¢eraof fiscal 2009, only thre
of the rigs were active. The Company will continaedle rigs along with other efforts until saistory payments for services rendered are
received. At July 31, 2009, one additional rig baén idled and if satisfactory payments are ne#ived, it is likely that the remaining two r
will become idle by the end of September 2009.

During the fourth quarter of fiscal 2009, thirteggs will be transferred from the U.S. Land segnterthe International Land segment. Of the
thirteen, five of those rigs are expected to spurihg the fourth quarter of fiscal 2009 and thstfiguarter of fiscal 2010. The remaining eight
rigs will be used for bidding prospective work.

RESEARCH AND DEVELOPMENT

For the three months ended June 30, 2009, the Qonipeurred $2.8 million research and developmepeeses related to ongoing
development of a Rotary Steerable System. The Coyngaticipates research and development expensgstofapproximately $2.5 million in
the fourth quarter of fiscal 2009.

OTHER

General and administrative expenses decreasedita #illion in the third quarter of fiscal 2009 mo$14.7 million in the third quarter of fisc
2008. The $0.5 million decrease is primarily do@ treduction in the current year employee bonariats and increases in professional
services for audit and tax services and serviceacéated with the FCPA investigation discussecdhfurin Part Il, Iltem 1, Legal Proceedings.
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AND RESULTS OF OPERATIONS
June 30, 2009

Interest expense was $2.8 million and $4.7 milliothe third quarter of fiscal 2009 and 2008, resipely. Capitalized interest, all attributable
to the Company’s rig construction, was $1.6 millad $0.7 million for the three months ended Juhe2809 and 2008, respectively. Interest
expense before capitalized interest decreasedndilliOn during the third quarter of fiscal 2009 cpared to the third quarter of fiscal 2008
primarily due to reduced interest rates on borrgwinnder the credit facility.

Income from the sale of investment securities wigs4million, $10.0 million after-tax ($0.09 pefuted share) in the third quarter of fiscal
2008. There were no sales of investment secuiitidfge third quarter of fiscal 2009.

Equity in income of affiliate, net of income tax sv§4.9 million in the third quarter of fiscal 200Bffective April 1, 2009, the Company
determined it no longer exercised significant iafiae and discontinued accounting for the investagithe equity method.

Income tax expense decreased to $36.7 millionerthird quarter of fiscal 2009 from $70.2 milliamthe third quarter of fiscal 2008.
However, the effective tax rate increased to 4@r@ent from 36.8 percent for the two comparabletgua The increase in the effective tax
rate is primarily due to Venezuelan income taxesgealculated using the accrual method of accognegardless of the Company
recognizing revenue in Venezuela using a cash bastisod of accounting.

Nine Months Ended June 30, 2009 vs. Nine Months Erd June 30, 2008

The Company reported net income of $302.1 milli®2.84 per diluted share) from operating revenue&lds billion for the nine months ended
June 30, 2009, compared with net income of $335%IRBm($3.16 per diluted share) from operatingeaues of $1.5 billion for the first nine
months of fiscal year 2008. Included in net incane after-tax gains from the sale of assets ofcqamately $2.8 million ($0.03 per diluted
share) for the nine months ended June 30, 2009 awd to approximately $2.8 million ($0.02 per titlishare) for the nine months ended
June 30, 2008. Net income for the first nine memthfiscal 2008 includes $13.5 million ($0.13 pduted share) of after-tax gains from the
sale of available-for-sale securities. The prosdeaim the sale of securities in the nine monthdirenJune 30, 2008 were used to fund capital
expenditures. Also included in net income fordis2008 is approximately $6.5 million ($0.06 pdutid share) of after-tax gains from
involuntary conversion of long-lived assets comgaceapproximately $0.3 million of after-tax gaifinem involuntary conversion of long-lived
assets in fiscal 2009. Included in net incomdfifmal 2008 is an approximate after-tax charge6®$nillion ($0.07 per diluted share) from in-
process research and development.

The following tables summarize operations by bussreegment for the nine months ended June 30,&6092008. Operating statistics in the
tables exclude the effects of offshore platform enternational management contracts, and do ntidecreimbursements of “out-of-pocket”
expenses in revenue, expense and margin per dayla#dns. Per day calculations for internatiomaérations also exclude gains and losses
from translation of foreign currency transactio@egment operating income is described in detaldte 14 to the consolidated condensed
financial statements.

Nine Months Ended June 30,
2009 2008
(in thousands, except days and per day amounts)

U.S. LAND OPERATIONS

Revenue! $ 1,172,071 $ 1,104,66:
Direct operating expens 538,38 535,09:
General and administrative expel 12,83 13,45:
Depreciatior 137,29 109,12:
Segment operating incon $ 483,57, $ 446,99:
Revenue day 38,15: 43,42
Average rig revenue per d $ 28,79. $ 24,32¢
Average rig expense per d $ 12,18: $ 11,21
Average rig margin per de $ 16,60¢ $ 13,11°
Rig utilization 72% 95%

U.S. LAND segment operating income in the firstenmonths of fiscal 2009 increased to $483.6 milfrmm $447.0 million in the first nine
months of fiscal 2008.
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Revenues were $1.2 billion in the first nine morghfiscal 2009, compared with $1.1 billion in theme period of fiscal 2008. Included in
U.S. land revenues for the nine months ended Jon2®9 and June 30, 2008 are reimbursements tvdfepocket” expenses of $73.6
million and $48.2 million, respectively. Also indad in U.S. land revenues for fiscal 2009 is apinaxely $140.9 million related to early
termination related revenue and requested delidelgy revenue for new FlexRigs.

The average revenue per day for the nine monthscedgine 30, 2009 compared to the nine months ehded30, 2008 increased $4,462 of
which $3,692 is attributable to the early termioatielated revenue. The remaining increase of $7dQe to higher dayrates for new rigs
added since the third quarter of fiscal 2008 comgao dayrates on existing rigs working at June2B08. The increase in average rig expense
per day for the first nine months of fiscal 2009ng@@red to the same period of fiscal 2008 is prilypatiie to increased wages in the field that
occurred during fiscal 2008 as a result of markshand and fixed costs incurred regardless of whétieerig is working or stacked.

For the nine months ended June 30, 2009, deprecigitreased $28.2 million from the nine monthseehdune 30, 2008. The increase is due
to the increase in available rigs as new FlexRigeevplaced in service.

U.S. land rig revenue days for the first nine menih2009 were 38,153 compared with 43,422 forstimae period of 2008, with an average of
139.8 and 158.5 rigs working during the first nmenths of fiscal 2009 and 2008, respectively.

Nine Months Ended June 30,
2009 2008
(in thousands, except days and per day amounts)

OFFSHORE OPERATIONS

Revenue! $ 157,42: $ 104,36!
Direct operating expens 102,01¢ 72,29"
General and administrative expet 3,12( 3,48¢
Depreciatior 9,01t 8,85¢
Segment operating incon $ 43,270 $ 19,73(
Revenue day 2,294 1,70¢
Average rig revenue per d $ 48,99: $ 45,71:
Average rig expense per d $ 27,51¢ $ 29,48!
Average rig margin per de $ 21,47¢ % 16,22¢
Rig utilization 93% 70%

U.S. OFFSHORE operating revenues, direct operapgnses and segment operating income increased digher activity. Included in
offshore revenues for the nine months ended Jupn2(8® and June 30, 2008 are reimbursements fardBpocket” expenses of $25.6 million
and $10.5 million, respectively. Segment operaimgme increased to $43.3 million in the firstenimonths of fiscal 2009 from $19.7 million
in the first nine months of fiscal 2008. Rig daysre 8.4 and 6.2 for the first nine months of fit209 and 2008, respectively. The increase in
days is primarily due to rigs preparing for workden new contracts in fiscal 2008 that were worldoging the nine months ended June 30,
2009. One of the rigs working in all of fiscal 20@9ocated in Trinidad. The increased rig activdtgo increased revenue days for the two
comparable periods.

At June 30, 2009, the Company had seven of its pletform rigs working.
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Nine Months Ended June 30,
2009 2008
(in thousands, except days and per day amount

INTERNATIONAL LAND OPERATIONS

Revenue! $ 194,29 $ 234,94
Direct operating expens 173,34¢ 156,00
General and administrative expel 2,03t 3,42(
Depreciatior 19,88¢ 24,12(
Segment operating income (lo! $ (975) $ 51,40(
Revenue day 6,05¢ 5,725
Average rig revenue per d $ 29,70¢ $ 37,57(
Average rig expense per d $ 2595° % 23,70«
Average rig margin per de $ 3,741 $ 13,86¢
Rig utilization 80% 7%

INTERNATIONAL LAND segment operating loss in thedi nine months of fiscal 2009 was $1.0 milliongmared to operating income of
$51.4 million in the same period of 2008.

As further discussed in Note 3 to the consolidaudensed financial statements, the Company detedihat as of the beginning of the
second quarter of fiscal 2009 and forward, thearast in Venezuela, PDVSA, no longer meets the nege@acognition criteria as collectability
is uncertain. As a result of this change, reveanaverage revenue per day decreased in thaifiessmonths of fiscal 2009 compared to the
same period of fiscal 2008.

Rig utilization for international land operationgeaaged 80 percent for the first nine months afdif009, compared with 77 percent for the
first nine months of fiscal 2008. An average of2fgs worked during the first nine months of §2009, compared to 20.9 rigs in the first
nine months of fiscal 2008. International revermwese $194.3 million and $234.9 million in the firine months of fiscal 2009 and 2008,
respectively. The decrease in revenue of $40.6anils comprised of a decrease in Venezuela of3i#ifllion, of which $55.3 million was due
to the change in revenue recognition effectivdhatlieginning of the second quarter of fiscal 2@0@|, an increase in other locations of $36.7
million. The increase is primarily attributableftur new FlexRigs working in international locat®during fiscal 2009. Included in
international land revenues for the nine monthsdntine 30, 2009 and 2008 are reimbursements titiofepocket”’expenses of $14.4 millic
and $19.8 million, respectively.

The increase in average expense per day for tleemanths ended June 30, 2009 compared to the raneéhmended June 30, 2008, is prims
due to fixed costs that are incurred regardlesshather the rig is working or stacked. As previguiscussed, the Company has idled eight
rigs in Venezuela during the first nine monthsis€&l 2009.

Depreciation decreased for the nine months endeel 30, 2009 compared to the same period ending3aWrg008 because the quarter ended
March 31, 2008 included an adjustment of approxéhye$5.9 million related to prior years’ depreabeti

OTHER

General and administrative expenses increased3@® $4illion in the first nine months of fiscal 206®m $42.7 million in the first nine mont|
of fiscal 2008. The $3.1 million increase in fis2809 is primarily attributable to additions in ployee count during fiscal 2008 that has
resulted in an increase in employee compensatiefyding taxes and benefits, compared to the saariecin 2008. Also increasing in fiscal
2009 were professional services associated witlr@RA investigation.

Interest expense was $9.0 million and $14.3 milfimnthe nine months ended June 30, 2009 and 286Bectively. Although advances on the
credit facility to fund capital expenditures incsed, interest expense before capitalized inteexsedsed $4.0 million for the nine months
ended June 30, 2009, compared to the nine monthezielune 30, 2008 due to reduced interest ratagndthese same comparable periods,
capitalized interest related to the Company’s dgstruction increased $1.2 million.
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In the first nine months of fiscal 2008, incomenfrthe sale of investment securities was $22.0onill$13.5 million after—tax ($0.13 per
diluted share) from the sale of available-for-salestments. There have been no sales of avaitablgale investments in fiscal 2009.

In the first nine months of fiscal 2008, the Compascorded income of approximately $10.2 millioarfrinvoluntary conversion of long-lived
assets as a result of insurance proceeds on Ritha7@as lost in a well blowout fire in the foudharter of fiscal 2007 and insurance proce
on Rig 201 that sustained damage as a result dthoe Katrina in 2005. The Company settled bétihese claims in fiscal 2009 and recor
$0.5 million as a gain in the Consolidated Conddr&atement of Income.

LIQUIDITY AND CAPITAL RESOURCES
Liquidity

Cash and cash equivalents increased to $141.70madli June 30, 2009 from $121.5 million at Septen36e2008. The following table provic
a summary of cash flows for the nine-month periodesl June 30, (in thousands):

2009 2008
Net Cash provided (used) k
Operating activitie: $ 710,54: $ 443,58
Investing activities (743,68() (475,53)
Financing activitie: 53,32¢ 41,74,
Increase in cash and cash equival $ 20,19 $ 9,80:

Operating activities

Cash flows from operating activities were $710.8iam for the nine months ended June 30, 2009 coatpt $443.6 million the same period
ended June 30, 2008. The increase in cash proffidedoperating activities is primarily due to amiease in net income, net of the increast
deferred income tax expense and depreciation, laaoges during the comparable nine month periodséounts payable and accounts
receivable. Depreciation increased to $172.9 mnilfar the nine months ended June 30, 2009 compar@ti47.1 million during the nine

months ended June 30, 2008 as a result of additigsabeing placed into service during fiscal 2@0f1 2009. Accounts payable and accounts
receivable decreased due to idled rigs in fisc@P20

Investing activities

Capital expenditures increased $229.4 million pripattributable to the increased cadence in ongchew FlexRigs. Five additional
FlexRigs were completed in the nine months ended 30, 2009 compared to the same period of fige@82 Proceeds from involuntary
conversion of long-lived assets decreased $13kbmis insurance claims from 2005 and 2007 welleated during fiscal 2008. Proceeds
from the sale of assets and investments decre@2efl fillion. In fiscal 2009, $12.5 million was iested in short-term investments. During
the third quarter of fiscal 2008, the Company us&d.0 million for the acquisition of TerraVici Dliihg Solutions.

Financing activities

The Company'’s net proceeds from long-term debtrantes payable totaled $58.3 million in the firstemmonths of fiscal 2009 compared to
$12.3 million in the first nine months of fiscal@ Comparing the nine months ended June 30, 200% same period at June 30, 2008, the
Company had a decrease in proceeds from the egarc&ock options and the excess tax benefit Btook-based compensation of $13.6
million and $23.6 million, respectively, bank oveafl positions increased $4.5 million and dividemiseased $1.8 million.
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Other Liquidity

Funds generated by operating activities, availah#h and cash equivalents, and credit facilitiegicoe to be the Company'’s significant
sources of liquidity. The Company believes theseces of liquidity will be sufficient to sustaiperations and finance estimated capital
expenditures, including rig construction, for fisBA09. There can be no assurance that the Compilrgontinue to generate cash flows at
current levels or obtain additional financing. T®empany’s indebtedness totaled $560 million aeJ® 2009. In July 2009, the Company
closed on an unsecured $200 million note that reatduly 2016. For additional information regardiledpt agreements, refer to Note 11 of the
consolidated condensed financial statements.

Backlog

The Company'’s contract drilling backlog, being éxpected future revenue from executed contracts evigyinal terms in excess of one year,
as of August 1, 2009 and October 31, 2008 was 82b4Hon and $2.898 billion, respectively. Thecdease in the Company’s backlog from
October 31, 2008 to August 1, 2009 is primarily ttuéhe expiration and termination of lotgm contracts. Approximately 90.1 percent of
August 1, 2009 backlog is not reasonably expedatdzttfilled in fiscal 2009. Term contracts custoilggrovide for termination at the election
of the customer with an “early termination paymetbe paid to the Company if a contract is term@darior to the expiration of the fixed
term. However, under certain limited circumstansesh as destruction of a drilling rig, bankruptsystained unacceptable performance b
Company, or delivery of a rig beyond certain grand/or liquidated damage periods, no early terriangtayment would be paid to the
Company. In addition, a portion of the backlogresents term contracts for new rigs that will bestoucted in the future. The Company
obtains certain key rig components from a singlénoited number of vendors or fabricators. Certafithese vendors or fabricators are thinly
capitalized independent companies located on tkasT&ulf Coast. Therefore, disruptions in rig comgnt deliveries may occur.
Accordingly, the actual amount of revenue earney waay from the backlog reported. See the riskdiecunder “Iltem 1A. Risk Factorgf the
Company’s Annual Report on Form 10-K, filed witketSecurities and Exchange Commission on Novemhe2(B, regarding fixed term
contract risk, operational risks, including weatteard vendors that are limited in number and thi=gitalized.

The following table sets forth the total backlogrbportable segment as of August 1, 2009 and Oc®he2008, and the percentage of the
August 1, 2009 backlog not reasonably expecteetfiled in fiscal 2009:

Reportable Total Backlog Percentage Not Reasonably
Segment 08/01/200¢ 10/31/200€ Expected to be Filled in Fiscal 200
(in billions)
U.S. Land $ 2.02: % 2.87¢ 89.2%
Offshore .16( 19¢ 93.&%
| nternational Lant .26t .29¢ 94.(%
$ 2448 $ 3.37¢

Capital Resources

During the nine months ended June 30, 2009, thep@agnannounced commitments to build 13 new FlexRig&cations in the United
States. These 13 contracts have term duratioggngufrom three to four years. These 13, alongnwhie 127 rigs announced in fiscal years
2005 through 2008 brings the Company’s commitmengstotal of 140 new FlexRigs. Eight of these hé® rigs were contracted for work in
International Land operations and the remainingih32.S. Land operations. The drilling services performed on a daywork contract basis.
Through the end of the third fiscal quarter of 20029 rigs were completed for delivery, and 11%hef129 had begun field operations. The
remaining rigs are expected to be completed bytitkof the second quarter of fiscal 2010.
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Capital expenditures were $738.4 million and $508ilion for the first nine months of fiscal 20082008, respectively. Capital
expenditures increased from 2008 primarily dudhneo@ompanys construction program and commitments to suppl@raew FlexRigs. Give
the Company’s new international contracts annoudedd30, 2009, and the potential shift in timirfgegpenditures related to other capital
projects, capital expenditures for fiscal 2009 daeMceed the previous estimate of approximatel0$8Hion.

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

MATERIAL COMMITMENTS

Material commitments as reported in the Compan@882Annual Report on Form 10-K have not changedifsggntly at June 30, 2009.
CRITICAL ACCOUNTING POLICIES

The Company’s accounting policies that are critarathe most important to understand the Compafiyscial condition and results of
operations and that require management of the Coynjeamake the most difficult judgments are desattiin the Company’s 2008 Annual
Report on Form 10-K. There have been no matehiahges in these critical accounting policies othan the adoption of SFAS No. 157,
SFAS No. 159, and EITF 06-11 on October 1, 200Be ddoption of these did not have a material impadhe Company’s financial position,
results of operations or cash flows. The additiaisclosures required by SFAS No. 157 are incluidedote 8 to the consolidated condensed
financial statements.

RECENTLY ISSUED ACCOUNTING STANDARDS

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

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

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

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

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

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

In February 2007, the FASB issued SFAS No. %@, Fair Value Option for Financial Assets and Financial Liabilities. SFAS No. 159
permits companies to choose to measure many fiakinsiruments and certain other items at fair @alihe objective is to improve financial
reporting by providing companies with the opportud mitigate volatility in reported earnings cadsy measuring related assets and
liabilities differently without having to apply cgstex hedge accounting provisions. SFAS No. 15¥fisctive for fiscal years beginning after
November 15, 2007. Companies are not allowed opa8FAS No. 159 on a retrospective basis unlessthoose early adoption. T
Company adopted SFAS No. 159 on October 1, 20@Bdahnot elect the fair value option for eligitilems that existed at the date of
adoption.

In September 2006, the FASB issued SFAS No. E&if,Value Measurements. SFAS No. 157 establishes a single definitiofaofvalue and

a framework for measuring fair value, sets outieMalue hierarchy to be used to classify the sewfinformation used in fair value
measurements, and requires new disclosures okamseiabilities measured at fair value basedeir tevel in the hierarchy. This statement
applies under other accounting pronouncementgelgaire or permit fair value measurements. In &akyr 2008, the FASB issued FSPs

No. 1571 and No. 157-2, which, respectively, removeditgagransactions from the scope of SFAS No. 157defdrred for one year the
effective date for SFAS No. 157 as it applies tdaie nonfinancial assets and liabilities. On ®etol, 2008, the Company adopted, on a
prospective basis, the SFAS No. 157 definitionadf falue and became subject to the new disclasap@rements (excluding FSP 157-2) with
respect to our fair value measurements of (a) nanfiial assets and liabilities that are recognaedisclosed at fair value in our financial
statements on a recurring basis (at least annuallg)b) all financial assets and liabilities. Euowoption did not impact the consolidated
financial position or results of operations. Thieliional disclosures required by SFAS No. 157iactuded in Note 8Fair Value
Measurements .

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

In the current quarter ending, June 30, 2009, thagany adopted FSP FAS 107-1 and APB 2Biterim Disclosures about Fair Value of
Financial Instruments. The FSP amends SFAS No. 1D7sclosures about Fair Value of Financial Instrumentsto require disclosure about fair
value of financial instruments in interim financg&htements. The adoption of FSP FAS 107-1 and 28B had no impact on the Company’s
consolidated financial position, results of opemasi or cash flows.

In the current quarter ending, June 30, 2009, t@gany adopted FSP No. FAS 115-2 and FAS 12Re@gnition and Presentation of Other-
Than-Temporary Impairments. The Company has determined that only the prontsof FAS 124-2 are currently applicable. FSP Nagl-2
expands and increases the frequency of existirgjodisres about other-thaemporary impairments for debt and equity secwitiehe adoptio
of this accounting pronouncement did not have grarhon the Company’s financial condition or opieatesults.

In June 2009, FASB issued SFAS No. 188 FASB Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting
Principles. This standard replaces SFAS No. 168 Hierarchy of Generally Accepted Accounting Principles, and establishes only two levels
of U.S. generally accepted accounting principl&XAP”), authoritative and nonauthoritative. The FABccounting Standards Codification
(the “Codification”) will become the source of aathative, nongovernmental GAAP, except for ruled interpretive releases of the Securities
and Exchange Commission (“SEC”), which are souafesithoritative GAAP for SEC registrants. All otrengrandfathered, non-SEC
accounting literature not included in the Codifioatwill become nonauthoritative. This standardfiective for financial statements for inter

or annual reporting periods ending after Septeribe2009. The Company will begin to use the newdejines and numbering system
prescribed by the Codification when referring to AAin the Company’s Annual Report on Form 10-Ktfwe fiscal year ended September 30,
2009. As the Codification was not intended to cleaogalter existing GAAP, it will not have any ingban the Company’s consolidated
financial statements.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURESABOUT MARKET RISK
For a description of the Company’s market riske, se

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

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

* Note 7 and Note 11 to the Consolidated CondensaghEial Statements contained in Item 1 of Parrédfewith regard to interest
rate risk are incorporated herein by reference; and

* Note 3 and Note 16 to the Consolidated CondenseahEial Statements contained in Item 1 of Parrédfewith regard to credit ris
and foreign currency exchange rate risk are inaaed herein by reference.

ITEM 4. CONTROLS AND PROCEDURES

As of the end of the period covered by this repamtevaluation was performed with the participattbthe Company’s management, including
the Chief Executive Officer and Chief Financial iodfr, of the effectiveness of the design and ojmraif the Company’s disclosure controls
and procedures. Based on that evaluation, the @oyipmanagement, including the Chief Executiveg@ffand Chief Financial Officer,
concluded that the Company’s disclosure controts@ncedures were effective as of June 30, 200hsdring that information required to be
disclosed by the Company in the reports it filesavmits under the Securities Exchange Act of 193dcorded, processed, summarized and
reported within the time periods specified in teC3s rules and forms. There have been no chamgixeiCompany’s internal controls over
financial reporting that occurred during the mestant fiscal quarter that have materially affectedare reasonably likely to materially affect,
the Company’s internal controls over financial nejpg.
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In the Company’s 2008 Annual Report on Form 10k€, Company disclosed that in connection with then@any’s Foreign Corrupt Practices
Act training, questions were raised about the iggaf certain past payments by one of the Compssybsidiaries in connection with the
passage of materials through customs in Latin Araerin consultation with the Audit and Governa@gemmittees of the Board of Directors,
the Company engaged outside counsel and outsidelaiznts to review these payments, other trangextbthe subsidiary, and transaction
certain of the Company’s other operations in Latmerica. The Company voluntarily reported this teaand the results of its investigations
to the Securities and Exchange Commission (“SE@H)the Department of Justice (“DOJ”) to inform thefithis matter. On July 30, 2009,
the SEC and the DOJ publicly announced the settieofehe matter.

In connection with the SEC settlement, the Compaas/agreed to cease and desist from committingusiieg any violations of the books and
records and internal controls provisions of secib®(b)(2)(A) and 13(b)(2)(B) of the Securities BEange Act of 1934, as amended (the
“Exchange Act”), and has agreed to pay $375,68ih 2Bsgorgement and prejudgment interest to the.SEGddition, the Company has
entered into a non-prosecution agreement with t8d M which the DOJ has agreed not to prosecut€tmepany or its subsidiaries or
affiliates and the Company will pay a civil penattfy$1,000,000 to the DOJ. In connection with $k&lements, the Company will take
additional remedial action to further enhance dspliance programs. There are no criminal chaigesved in the settlements and
disciplinary action has been taken by the Compaitly iespect to certain employees involved in thétenaincluding in some cases,
termination of employment. Both settlements reigthe Company’s voluntary disclosure, cooperatiith both agencies, and its proactive
remedial efforts.

ITEM 1A. RISK FACTORS

International operations are subject to certaititipal, economic and other uncertainties not entexgd in U.S. operations, including increased
risks of terrorism, kidnapping of employees, expiaion of equipment as well as expropriation gfaaticular oil company operator’s property
and drilling rights, taxation policies, foreign dwange restrictions, currency rate fluctuations gerderal hazards associated with foreign
sovereignty over certain areas in which operataresconducted. There can be no assurance thattiilenet be changes in local laws,
regulations and administrative requirements otiniterpretation thereof which could have a mateathlerse effect on the profitability of the
Company’s operations or on the ability of the Comptp continue operations in certain areas.

Because of the impact of local laws, the Compahytisre operations in certain areas may be condubtadigh entities in which local citizens
own interests and through entities (including jeiantures) in which the Company holds only a mitydriterest or pursuant to arrangements
under which the Company conducts operations uralgract to local entities. While the Company beadigthat neither operating through such
entities nor pursuant to such arrangements would hanaterial adverse effect on the Company’s dipasaor revenues, there can be no
assurance that the Company will in all cases be tabétructure or restructure its operations td@won to local law (or the administration
thereof) on terms acceptable to the Company.
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Venezuela continues to experience significant jgaliteconomic and social instability. In the evthat extended labor strikes occur or turmoil
increases, the Company could experience shortadabar and/or materials and supplies necessaspedaate some or all of its Venezuelan
drilling rigs, which could have a material adveestect on the Company’s business, financial coandiind results of operations.

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

Although the Company attempts to minimize the ptidkimpact of such risks by operating in more tloawe geographical area, during the nine
months ended June 30, 2009, approximately 13 peotehe Companys consolidated operating revenues were generaigdtfre internatione
contract drilling business. During the nine morghged June 30, 2009, approximately 92 percenteoitiernational operating revenues were
from operations in South America and approxima@&ypercent of South American operating revenueg Wwvem Venezuela and Colombia.

Reference is made to the risk factors pertainingutoency devaluation risk and receivable balait&&enezuela, interest rate risk and the
Company'’s securities portfolio in Item 1A of Partflthe Company’s Form 10-K for the year ended &mjpier 30, 2008. In order to update
these risk factors for developments that have eedwluring the first nine months of fiscal 200% tisk factors are hereby amended and
updated by reference to, and incorporation hergiNates 3, 5, 7, 11 and 16 to the consolidatedieored financial statements contained in
Item 1 of Part | hereof.

Except as discussed above, there have been naahatemges to the risk factors disclosed in Itekoi Part 1 in our Form 10-K for the year
ended September 30, 2008.
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The following documents are included as exhibitthte Form 10-Q. Those exhibits below incorporaigdeference herein are indicated as

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

Exhibit

Number Description

10.1 Note Purchase Agreement dated as of June 15, 26@thg Helmerich & Payne International Drilling Cdelmerich & Payne, Inc
and various Note purchasers (incorporated by referéo Exhibit 10.1 of the Compe’s Form K filed July 21, 2009)

311 Certification of Chief Executive Officer, as AdoptBursuant 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 Chieifnancial Officer Pursuant to 18 U.S.C. Section(,3% Adopted Pursuant to
Section 906 of the Sarbal-Oxley Act of 2002

101 Financial statements from the quarterly report om~10-Q of Helmerich & Payne, Inc. for the quagaded June 30, 2009, filed

on August 5, 2009, formatted in XBRL.: (i) the Colidated Condensed Statements of Income, (ii) thesClidated Condensed
Balance Sheets, (iii) the Consolidated Condensatt®ents of Stockholders’ Equity, (iv) the Consatétl Condensed Statements
of Cash Flows and (v) the Notes to Consolidateddeosed Financial Statements tagged as blocks o
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Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisddiport to be signed on its

behalf by the undersigned thereunto duly authorized

HELMERICH & PAYNE, INC.
(Registrant

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

Date: August 5, 2009 By: /SIDOUGLAS E. FEARS
Douglas E. Fears, Chief Financial Offic
(Principal Financial Officer
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such by the information supplied in the parentlaticereafter. If no parenthetical appears afteexhibit, such exhibit is filed or furnished
herewith.
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10.1 Note Purchase Agreement dated as of June 15, 26@ithg Helmerich & Payne International Drilling Célelmerich & Payne, In
and various Note purchasers (incorporated by referéo Exhibit 10.1 of the Compe’s Form K filed July 21, 2009)

311 Certification of Chief Executive Officer, as AdoptBursuant 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 Chigihancial Officer Pursuant to 18 U.S.C. Section@,3& Adopted Pursuant
Section 906 of the Sarbal-Oxley Act of 2002

101 Financial statements from the quarterly report omF10-Q of Helmerich & Payne, Inc. for the quageded June 30, 2009, filed
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EXHIBIT 31.1
CERTIFICATION

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

2. Based on my knowledge, this report does not cortaynuntrue statement of a material fact or omsit&de a material fact
necessary to make the statements made, in ligheafircumstances under which such statementsmwade, not misleading with respect to the

period covered by this report;

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

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

a) Designed such disclosure controls and proceduresused such disclosure controls and procedutes tiesigned
under our supervision, to ensure that materialrinédion relating to the registrant, including itshsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period inigh this report is
being prepared;

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

C) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presentedsingport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by
this report based on such evaluation; and

d) Disclosed in this report any change in the regittsanternal control over financial reporting thatcurred during
the registrant’s most recent fiscal quarter (tlggsteant’s fourth fiscal quarter in the case ofaammual report) that has
materially affected, or is reasonably likely to evally affect, the registrant’s internal contrafes financial
reporting; and

5. The registrant’s other certifying officer(s) antddve disclosed, based on our most recent evaluatimernal control over
financial reporting, to the registrant’s auditorgldhe 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 contradiofinancial
reporting which are reasonably likely to adversafgct the registrant’s ability to record, processnmarize and
report financial information; and

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

Date: August 5, 2009 /SIHANS HELMERICH
Hans Helmerich, Chief Executive Offic




EXHIBIT 31.2
CERTIFICATION

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

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

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

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

a) Designed such disclosure controls and proceduregused such disclosure controls and procedures tiesigned
under our supervision, to ensure that materialrinédion relating to the registrant, including itshsolidated
subsidiaries, is made known to us by others withase entities, particularly during the period ihigh this report is
being prepared,;

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

C) Evaluated the effectiveness of the registrant’sld&ire controls and procedures and presentedsingport our
conclusions about the effectiveness of the discéosantrols and procedures, as of the end of thegeovered by
this report based on such evaluation; and

d) Disclosed in this report any change in the regmtsanternal control over financial reporting thatcurred during
the registrant’s most recent fiscal quarter (thgsteant’s fourth fiscal quarter in the case ofaammual report) that has
materially affected, or is reasonably likely to evailly affect, the registrant’s internal contrafes financial
reporting; and

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

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

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

registrant’s internal control over financial repogt

Date: August 5, 200 /SIDOUGLAS E. FEARS
Douglas E. Fears, Chief Financial Offic




EXHIBIT 32

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

In connection with the Quarterly Report of Helmbr& Payne, Inc. (the “Company”) on Form 10-Q foe {eriod ended June 30,
2009, as filed with the Securities and Exchange @sion on the date hereof (the “Report”), Hansnkézich, as Chief Executive Officer of
the Company, and Douglas E. Fears, as Chief Fiab@¢ficer of the Company, each hereby certifiagspant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the Sarbanesy@dt of 2002, to the best of his knowledge, that:

() The Report fully complies with the requirementsSettion 13(a) of the Securities Exchange Act of4]12®d

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

/SIHANS HELMERICH /ISIDOUGLAS E. FEARS
Hans Helmerict Douglas E. Feat
Chief Executive Office Chief Financial Office

August 5, 200¢ August 5, 200¢




