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DISCLOSURE REGARDING FORWARD-LOOKING STATEMENTS

THIS REPORT INCLUDES "FORWARD-LOOKING STATEMENTS" WHIN THE MEANING OF THE SECURITIES ACT OF 1933,
AS AMENDED, AND THE SECURITIES EXCHANGE ACT OF 193AS AMENDED. ALL STATEMENTS OTHER THAN
STATEMENTS OF HISTORICAL FACTS INCLUDED IN THIS REPRT, INCLUDING, WITHOUT LIMITATION, STATEMENTS
REGARDING THE REGISTRANT'S FUTURE FINANCIAL POSITI, BUSINESS STRATEGY, BUDGETS, PROJECTED COSTS A
PLANS AND OBJECTIVES OF MANAGEMENT FOR FUTURE OPERFONS, ARE FORWARD-LOOKING STATEMENTS. IN
ADDITION, FORWARD-LOOKING STATEMENTS GENERALLY CANBE IDENTIFIED BY THE USE OF FORWARD-LOOKING
TERMINOLOGY SUCH AS "MAY", "WILL", "EXPECT", "INTEND", "ESTIMATE", "ANTICIPATE", "BELIEVE", OR "CONTINUE"
OR THE NEGATIVE THEREOF OR SIMILAR TERMINOLOGY. ALHOUGH THE REGISTRANT BELIEVES THAT THE
EXPECTATIONS REFLECTED IN SUCH FORWARD-LOOKING STAMENTS ARE REASONABLE, IT CAN GIVE NO
ASSURANCE THAT SUCH EXPECTATIONS WILL PROVE TO BEA@RRECT. IMPORTANT FACTORS THAT COULD CAUSE
ACTUAL RESULTS TO DIFFER MATERIALLY FROM THE REGISRANT'S EXPECTATIONS ARE DISCLOSED IN
MANAGEMENT'S DISCUSSION & ANALYSIS OF RESULTS OF GRATIONS AND FINANCIAL CONDITION ON PAGES 10
THROUGH 18 IN REGISTRANT'S ANNUAL REPORT TO THE SHREHOLDERS FOR FISCAL 1998 AND IN THE REMAINDER OF
THIS REPORT. ALL SUBSEQUENT WRITTEN AND ORAL FORWARLOOKING STATEMENTS ATTRIBUTABLE TO THE
REGISTRANT, OR PERSONS ACTING ON ITS BEHALF, ARE BRESSLY QUALIFIED IN THEIR ENTIRETY BY THE
CAUTIONARY STATEMENTS. THE REGISTRANT ASSUMES NO DY TO UPDATE OR REVISE ITS FORWARD-LOOKING
STATEMENTS BASED ON CHANGES IN INTERNAL ESTIMATES REXPECTATIONS OR OTHERWISE



HELMERICH & PAYNE, INC. AND SUBSIDIARIES
Annual Report Pursuant to Section 13 or 15(d) efSkcurities Exchange Act of 1934 For the Fiscar¥ended September 30, 1998
PART |

Item 1. BUSINESS

Helmerich & Payne, Inc. (the "Registrant"), wasdrporated under the laws of the State of DelawarEebruary 3, 1940, and is successor to
a business originally organized in 1920. Registimptimarily engaged in the exploration, productiand sale of crude oil and natural gas

in contract drilling of oil and gas wells for otlseThese activities account for the major portibitsooperating revenues. The Registrant is
also engaged in the ownership, development, anchtipe of commercial real estate.

The Registrant is organized into three separatenamtous operating divisions being contract driljiady and gas exploration, production and
natural gas marketing; and real estate. While ttseadimited amount of intercompany activity, eatvision operates essentially
independently of the others. Each of the divisi@xsgept exploration and production, conducts trespective business through wholly owi
subsidiaries. Operating decentralization is baldrmea centralized finance division, which handi#siccounting, data processing, budget
insurance, cash management, and related acti



Most of the Registrant's current exploration eBate concentrated in Louisiana, Oklahoma, Texasttee Hugoton Field of western Kansas.
The Registrant also explores from time to timehim Rocky Mountain area, New Mexico, Alabama, Mietmnigand Mississippi. Substantially
all of the Registrant's gas production is soldrtd eesold by its marketing subsidiary. This sulzsigalso purchases gas from unaffiliated t
parties for resale.

The Registrant's domestic contract drilling is asetéd primarily in Oklahoma, Texas, and Louisieaarad offshore from platforms in the Gulf
of Mexico and offshore California. The Registraastalso operated during fiscal 1998 in five intéomal locations: Venezuela, Ecuador,
Colombia, Peru and Bolivia. In the first quarteifistal 1999, the Registrant operated two rigs igehtina.

The Registrant's real estate investments are lbd@at€ulsa, Oklahoma, where the Registrant hasxiesutive offices.
CONTRACT DRILLING

The Registrant believes that it is one of the mignd and offshore platform drilling contractorgtle western hemisphere. Operating
principally in North and South America, the Registrspecializes in deep drilling in major gas pridg basins of the United States and in
drilling for oil and gas in remote internationakas. For its international operations, the Registso constructs and operates rigs which are
transportable by helicopter. In the United Staties Registrant draws its customers primarily fréw@ tajor oil companies and the larger
independents. The Registrant also drills for itsi@il and gas division. In South America, the Regi®t's current customers
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include the Venezuelan state petroleum companyrajdr international oil companies.

Petroleos de Venezuela, British Petroleum CompRriyC. and Shell Oil Co., including their affilistgrespectively "PDVSA", "BP" and
"Shell") are the Registrant's three largest cohtlaiting customers. PDVSA is the government-owipedducing company in Venezuela. The
Registrant performs drilling services for PDVSAwin Venezuela and performs drilling services fé& &1d Shell on a world-wide basis.
While the Registrant believes that its relationshifh each of these customers is good, the lossipfof these customers would have a
material adverse effect on the drilling subsidiangl the Registrant. Revenues from drilling servigaformed for PDVSA, BP and Shell in
fiscal 1998 accounted for approximately 16%, 15% &0%, respectively, of the Registrant's consodidaevenues for the same period.

The Registrant provides drilling rigs, equipmergzgonnel, and camps on a contract basis. Theseesare provided so that Registrant's
customers may explore for and develop oil and gas bnshore areas and from fixed platforms in afehareas. Each of the drilling rigs
consists of engines, drawworks, a mast, pumps,dibwreventers, a drillstring, and related equipme&he intended well depth and the
drilling site conditions are the principal factdnsat determine the size and type of rig most slétédr a particular drilling job. A land drilling
rig may be moved from location to location withoubdification to the rig. Conversely, a platform igspecifically designed to perform
drilling operations upon a particular platform. We¢ha platform rig may be moved from its originahipbrm, significant expense is incurred to
modify a platform rig for operation on each subsagu
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platform. In addition to traditional platform rigRegistrant operates self-moving minimum spacdglatdrilling rigs and drilling rigs to be
used on tension leg platforms. The minimum spagésridesigned to be moved without the use of experterrick barges. The tension leg
platform rig allows drilling operations to be comted in much deeper water than traditional fixeatfpkms. A helicopter rig is one that can
disassembled into component part loads of apprdriymnd,000-20,000 pounds and transported to retootgions by helicopter, cargo plane,
or other means.

The Registrant's workover rigs are equipped withirees, drawworks, a mast, pumps, and blowout ptevenA workover rig is used to
complete a new well after the hole has been driffed drilling rig, and to remedy various downhpteblems that occur in producing wells.

The Registrant's drilling contracts are obtainedugh competitive bidding or as a result of nedimiies with customers, and sometimes cover
multi-well and multi-year projects. Each drillin@yroperates under a separate drilling contract.tMbthe contracts are performed on a
"daywork" basis, under which the Registrant chaayéiged rate per day, with the price determinedh®gylocation, depth, and complexity of
the well to be drilled, operating conditions, theation of the contract, and the competitive foraethe market. The Registrant has previo
performed contracts on a combination "footage" ‘@aywork" basis, under which the Registrant chamgéided rate per foot of hole drilled

a stated depth, usually no deeper than 15,000&®rdta fixed rate per day for the remainder ofrible. Contracts performed on a "footage"
basis involve a greater element of risk to the @aor than do contracts performed on a "daywosdsid Also, the
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Registrant has previously accepted "turnkey" camsrander which the Registrant charges a fixed wudeliver a hole to a stated depth and
agrees to furnish services such as testing, caaimgj,casing the hole which are not normally dona tiootage” basis. "Turnkey" contracts
entail varying degrees of risk greater than thealfootage" contract. Registrant has not acceptéfdotage” or "turnkey" contract during
fiscal 1998. The Registrant believes that undereciimarket conditions "footage” and "turnkey" cant rates do not adequately compensate
contractors for the added risks. The duration efRlegistrant's drilling contracts are "well-to-Welr for a fixed term. "Well-tawvell" contract:
are cancelable at the option of either party upencompletion of drilling at any one site. Fixedatecontracts customarily provide for
termination at the election of the customer, with'@arly termination payment" to be paid to thetcactor if a contract is terminated prior to
the expiration of the fixed term.

While current fixed term contracts are for onehiee year periods, some fixed term and wellvi@l contracts are expected to be continue
longer periods than the original terms. Howeveg,dbntracting parties have no legal obligationdieed the contracts. Contracts generally
contain renewal or extension provisions exercisabtée option of the customer at prices mutuaiiyeaable to the Registrant and the
customer. In most instances contracts providedditimnal payments for mobilization and demobiliaat Contracts for work in foreign
countries generally provide for payment in Unitedt&s dollars, except for amounts required to roaat expenses. However, government
owned petroleum companies are more frequently stingethat a
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greater proportion of these payments be made al marencies. See Regulations and Hazards, page I-
Domestic Drilling

The Registrant believes it is a major land andhafife platform drilling contractor in the domestianket. At the end of September, 1998, the
Registrant had 44 (34 land rigs and 10 platform)r@ its rigs operating in the United States aad management contracts for three operator-
owned rigs.

During 1998, construction was completed on foudIdrilling rigs and one helicopter transportabte fihese rigs were constructed for initial
use in South America. Construction of six mobiledalrilling rigs and one offshore tension leg matf rig (TLP) was completed during fis
1998. The six mobile land rigs are initially intexatto be used in domestic operations and the Td Riti perform drilling operations for a
major oil company in the Gulf of Mexico.

International Drilling

The Registrant's international drilling operatidregan in 1958 with the acquisition of the Sinc@irCompany's drilling rigs in Venezuela.
Helmerich & Payne de Venezuela, C.A., a wholly od/sabsidiary of the Registrant, is one of the legdirilling contractors in Venezuela.
Beginning in 1972, with the introduction of itsdirhelicopter rig, the Registrant expanded int@ptlatin American countries.

Venezuelan operations continue to be a signifipant of the Registrant's operations. During fid@88, the Registrant owned and operate
land drilling rigs and one platform rig in Venezaelith a utilization rate of 92% for such fiscabyeAs previously noted, the Registrant
worked for
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PDVSA during fiscal 1998, and revenues from thisknaccounted for approximately 16% of the Regidtsazonsolidated revenues during
fiscal year.

During the first quarter of fiscal 1999, Registtamig utilization rate in Venezuela has decreaseapproximately 50%. At this time, the
Registrant is unable to predict future fluctuatiom#s utilization rates during fiscal 1999.

The Venezuelan government, in early 1996, permittegign exploration and production companies fpuae rights to explore for and
produce oil and gas in Venezuela. Registrant h€enpeed contract drilling services in Venezuelafige independent oil companies during
fiscal 1998.

The Registrant presently owns and operates telimdriigs in Colombia. The Registrant's utilizaticate for such rigs was 93% during fiscal
1998. During fiscal 1998 the revenue generateddig@bian drilling operations contributed approxielgtl2.5% of the Registrant's
consolidated revenues.

In addition to its operations in Venezuela and @@, the Registrant in fiscal 1998 owned and dperéour rigs in Ecuador, one rig in Pe
and four rigs in Bolivia. During the first quartef fiscal 1999, Registrant owned and operated dldéianal rig in Bolivia and two rigs in
Argentina. In Ecuador, Peru, Bolivia and Argentitineg contracts are with large international oil pamies.

Drilling operations continued during 1998 on a foaienture platform rig in Australia. The rig is oath50% by the Registrant and 50% by
Registrant's equity affiliate, Atwood Oceanics,.Inc
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Competition

The contract drilling business is highly compe@tiCompetition in contract drilling involves suctfors as price, rig availability, efficiency,
condition of equipment, reputation, and customkatians. Competition is primarily on a regional isaand may vary significantly by region
any particular time. Land drilling rigs can be ridadhoved from one region to another in responsehtanges in levels of activity, and an
oversupply of rigs in any region may result.

Although many contracts for drilling services aveaaded based solely on price, the Registrant has beccessful in establishing long-term
relationships with certain customers which havevedid the Registrant to secure drilling work evesutih the Registrant may not have been
the lowest bidder for such work. The Registrantd@ginued to attempt to differentiate its servibased upon its engineering design
expertise, operational efficiency, safety and emwvinental awareness.

Regulations and Hazards

The drilling operations of the Registrant are sabje the many hazards inherent in the busineskjding blowouts and well fires. These
hazards could cause personal injury, suspendmdyiiperations, seriously damage or destroy thepetpiit involved, and cause substantial
damage to producing formations and the surroundiegs.

The Registrant believes that it has adequate insareoverage for comprehensive general liabilitylic liability, property damage (includii
insurance against loss by fire and storm, blowand, cratering risks), workers compensation and eyepls liability. No insurance is carried
against loss
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of earnings or business interruption. The Registisaunable to obtain significant amounts of insweto cover risks of underground reservoir
damage; however, the Registrant is generally ind@sdrunder its drilling contracts from this riskhe Registrant's present insurance
coverage has been secured through fiscal 1999. Howia view of conditions generally in the liabjlinsurance industry, no assurance can
be given that the Registrant's present coveradeatibe cancelled during fiscal 1999 nor that masiwe coverage will continue to be avail:

at rates considered reasonable.

International operations are subject to certaiitipal, economic, and other uncertainties not emtered in domestic operations, including
risks of expropriation of equipment as well as expiation of a particular oil company operator'sgerty and drilling rights, taxation policit
foreign exchange restrictions, currency rate flatians, and general hazards associated with fosmigareignty over certain areas in which
operations are conducted. There can be no assutatdbere will not be changes in local laws, tatjons, and administrative requirements
or the interpretation thereof which could have aemal adverse effect on the profitability of thed®strant's operations or on the ability of the
Registrant to continue operations in certain arBasause of the impact of local laws, the Regissdnature operations in certain areas ma
conducted through entities in which local citizema interests and through entities (including jaiantures) in which the Registrant holds
only a minority interest, or pursuant to arrangetsemder which the Registrant conducts operatioeucontract to local entities. While the
Registrant believes that neither operating thragigth entities nor pursuant to such arrangementtdvave a material adverse effect on the

-9



Registrant's operations or revenues, there cam lssurance that the Registrant will in all cagealile to structure or restructure its
operations to conform to local law (or the admiisbn thereof) on terms acceptable to the Registihe Registrant further attempts to
minimize the potential impact of such risks by @tierg in more than one geographical area and keynating to obtain indemnification from
operators against expropriation, nationalizatiow deprivation.

During fiscal 1998, approximately 40% of the Remgist's consolidated revenues were generated frtsmattional contract drilling
operations. Over 89% of the international reverwee from Venezuela, Colombia, and Ecuador. Exposupotential losses from currency
devaluation is minimal in the countries of Colombarad Ecuador. In those countries, all receivabhespayments are currently in U.S. dolle
Cash balances are kept at a minimum which assiseglucing exposure.

In Venezuela, approximately 60% of the Registrant/sice billings are in U.S. dollars and the oth8#s6 are in the local currency, the
bolivar. The Registrant is exposed to risks of ency devaluation in Venezuela as a result of boligaeivable balances and necessary bc
cash balances. In 1994, the Venezuelan governmtatilshed a fixed exchange rate in hopes of staguetonomic problems caused by a
high rate of inflation. During the first week of Bamber, 1995, the government established a nevaagetrate, resulting in further
devaluation of the bolivar. In April of 1996, theltvar was again devalued when the government éeldid abolish its fixed rate policy and
allow a floating market exchange rate. During fisk@07, the Registrant experienced losses of apmately US$579,000 and in fiscal 199!
experienced
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losses of US$2,204,000 as a result of the devaluati the bolivar. Registrant is unable to preditth certainty future devaluation in
Venezuela. However, considering the recent pretimleziection in Venezuela, there appears to bimemeasing likelihood of significant
devaluation. It is speculated that within the faist months of calendar 1999, the new Venezuelasigent may devalue the bolivar by 25%
more. In the event a 25% to 50% devaluation octhesRegistrant could experience potential currerayation losses ranging from
approximately US$1.5 million to US$2.7 million.

During the mid-1970s, the Venezuelan governmeribnalized the exploration and production busin@sthe present time it appears the
Venezuelan government will not nationalize the caettdrilling business. Any such nationalizatiomwlcbresult in Registrant's loss of all or a
portion of its assets and business in Venezuela.

Many aspects of the Registrant's operations aresiuio government regulation, including those tieato drilling practices and methods and
the level of taxation. In addition, various couesr(including the United States) have environmaeglations which affect drilling
operations. Drilling contractors may be liable l@mages resulting from pollution. Under United &ategulations, drilling contractors must
establish financial responsibility to cover potahtiability for pollution of offshore waters. Geradly, the Registrant is indemnified under
drilling contracts from pollution, except in ceniaases of surface pollution. However, the enfdsitiéaof indemnification provisions in
foreign countries may be questionable.

The Registrant believes that it is in substantamhpliance with all legislation and regulations affeg its operations in the drilling of oil and
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gas wells and in controlling the discharge of waisi® date, compliance has not materially affetedcapital expenditures, earnings, or
competitive position of the Registrant, althougbsth measures may add to the costs of operatitigglelquipment in some instances.
Additional legislation or regulation may reasonabéyanticipated, and the effect thereof on opemat@annot be predicted.

OIL AND GAS DIVISION

The Registrant engages in the origination of protgpehe identification, acquisition, explorati@amd development of prospective and proved
oil and gas properties; the production and salzrude oil, condensate, and natural gas; and thketiag of natural gas. The Registrant
considers itself a medium-sized independent pradédkof the Registrant's oil and gas operatiores @nducted in the United States.

Most of the Registrant's current exploration aritligy effort is concentrated in Oklahoma, Kans&ésxas, and Louisiana. The Registrant also
explores from time to time in New Mexico, Alabanichigan, Mississippi, and the Rocky Mountain area.

The Registrant's exploration and production divisitcludes seven geographical exploitation teamspeised of geological, engineering, and
land personnel. These personnel primarily devatepouse oil and gas prospects as well as reviegidmiprospects and acquisitions for their
respective geographical areas. The Registrantveslithat this structure allows each team to gagatgr expertise in its respective
geographical area and reduces risk in the developaigrospects. During fiscal 1998, two experighce
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geologists were hired. These geologists focus orldping and reviewing prospects in Louisiana apsas Onshore Gulf Coast.

Continued success in the Registrant's Mountaintfpiay has brought gas production to 42.9 BCF atildlNIMCF of gas per day for fiscal
1998. Since its discovery in May of 1996, the RoElagt Prospect has produced approximately

15.6 BCF gross, 12.1 BCF net to Registrant of gassiscurrently producing approximately 13.5 MMQiesg, 10.8 MMCF net to Registrant
of gas per day. The Kiowa Flats Field, which isltieaniles east of Rocky East Prospect, has prodappdoximately 14.4 BCF gross, 7.2
BCF net to Registrant and is currently producingrapimately 55.6 MMCF gross, 31.0 MMCF net to Régist of gas per day. Registrant's
working interests in the Kiowa Flats Field rangenfr11% to 100% in all wells drilled. Approximate${ 2.4 million has been spent in the
Kiowa Flats Field for drilling and completion of W&in fiscal 1998. Continued development of thewa Flats Field is expected during 1¢

During fiscal 1998, the Registrant participatedhiree large 3D seismic surveys. The Registrant ®&2a6 of a 77 square mile survey in
southwestern Louisiana, 25% of a 94 square mileesuin southeast Texas, and 7% of a 63 squaresuileey in east Texas. These surveys
are in areas of significant hydrocarbon productidme Registrant anticipates that oil and gas prspeill be identified and drilled based on
results from these surveys. In addition, the Regyigtis in the process of conducting a 65 squale soirvey in west Texas and is completing
the purchase of a 33.33% working interest in ti¥@esurveys which will cover approximately 185 sauaniles in southeast Texas.
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After participating in the Louisiana Austin Chaliea since the early 1990's, the Registrant soldfét$ oil and gas interests, together with
related gathering and processing interests effedliovember 1, 1997. Although the Registrant dideeigmce some successes in its
exploration and development efforts, the profitapibf Registrant's efforts were hampered by higldihg costs as well as high lifting costs.
The sales price of $10,600,000 was slightly highan Registrant's book value. Book value refleptgraximately $3.3 million of associated
Austin Chalk drilling costs for the 1998 fiscal yeApproximately 600 barrels of oil per day and apgmately 2,000 MCF of gas per day
were associated with the Austin Chalk area duriscpf 1997.

The Registrant's exploration and development prodras covered a range of prospects, from shalloeatband butter" programs to deep
expensive, high risk/high return wells. During §6@998, the Registrant participated in 51 develepnand/or wildcat wells, which resultec
new discoveries of approximately 20.8 BCF of gas Br5,265 barrels of oil and condensate. The Ragisparticipated in 17 additional
development wells, which resulted in the developne¢approximately 3.3 BCF of gas which was presgigiclassified as proved
undeveloped or proved developed nonproducing rese/ total of $43,590,450 was spent in the Regyist exploration and development
program during fiscal 1998. This figure includesd®®,470 of geophysical expense, but is exclusivxpenditures for acreage and
acquisition of proved oil and gas reserves. The@pmate four-fold increase in geophysical expeinsm fiscal 1997 to fiscal 1998 is
primarily due to increased seismic and related egpg. The Registrant's total company-wide acqoiisitost for acreage in fiscal 1998 was
approximately $9 million.
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The Registrant spent $106,736 for the acquisitioproved oil and gas reserves during fiscal 1998 fieserves associated with these
acquisitions were 188,269 MCF and 2,890 barretzude oil.

In November of 1998, Registrant sold all of itsanild gas interests and related gathering facilitiéts Southwest Mayfield, Oklahoma field.
Approximately 28 wells and two salt water dispasells were included in the sale. The sales pricepproximately $5.6 million was
approximately $4.5 million higher than Registrabt®k value. The reserves associated with thisvgate approximately 2.1 BCF and 292
barrels of crude oil. In addition to the Austin Ghand Southwest Mayfield sales, Registrant soltha® miscellaneous properties for
$346,627. The reserves associated with thesewalesapproximately 147,361 MCF of natural gas éh6&6 barrels of crude oil.

The Registrant's fiscal 1999 exploration and prtidndudget of approximately $64 million is 25% afer than its actual exploration and
production expenditures in fiscal 1998.

Market for Oil and Gas

The Registrant does not refine any of its produnctithe availability of a ready market for such proion depends upon a number of factors,
including the availability of other domestic protioa, price, crude oil imports, the proximity anapacity of oil and gas pipelines, and gen
fluctuations in supply and demand. The Registraetschot anticipate any unusual difficulty in contirag to sell its production of crude oil
and natural gas to purchasers and end-users ailptgumarket prices and under arrangements tleatismal and customary in the industry.
The Registrant and its subsidiary, Helmerich & Ragnergy Services, Inc., have successfully developarkets with
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end-users, local distribution companies, and nhgas brokers for gas produced from successfuloatidvells and development wells. The
Registrant is of the opinion that the current stdtapproximate equilibrium between supply and dednaill continue in the short term.
During this short term equilibrium period, Registrexpects greater natural gas price volatilityisMolatility will be caused in part by
seasonal demands (both heating and cooling loadkshymore efficient use of gas storage. Registratieves that the recent drop in natural
gas prices is primarily due to unseasonably warmther. Long term pricing will obviously react teetfe short term factors, as well as other
causes affecting supply/demand. Other causes iaffiesipply/demand imbalances may be continued ¢rafvthe United States economy;
consumption of natural gas for generation of eleityr federal regulation of the market; large gtities of developed gas reserves in Canada
(and subsequent pipeline expansions) and Mexicitase for export by pipelines to the United Statieel switching between fuel oil and
natural gas; development of coalbed methane; anelafgment of large quantities of liquefied natuas in Trinidad and Tobago and Africa
available for export to the United States.

Historically, the Registrant has had no long-teates contracts for its crude oil and condensatdymiion. The Registrant continues its
practice of contracting for the sale of its Kanaad Oklahoma and portions of its west Texas crulderoterms of six to twelve months in an
attempt to assure itself of the best price in @ dor crude oil production. During fiscal 1998e tprice that Registrant received for the sal
its crude oil has steadily declined. Registranteyage per barrel crude oil sales price in fis€8l8Lfor each of the
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first through fourth quarters was $18.50, $14.32.89 and $12.25, respectively.
Competition

The Registrant competes with numerous other corepaid individuals in the acquisition of oil and gaoperties and the marketing of oil
and gas. The Registrant believes that it shouldiruea to prepare for increased exploration actiwitthout committing to a definite drilling
timetable. The Registrant also believes that coitipefor the acquisition of gas producing propestivill continue. Considering the
Registrant's conservative acquisition strategyRbgistrant believes that it may be unable to aeaignificant proved developed producing
reserves from third parties. The Registrant intdndontinue its review of properties in areas wtbe Registrant has expertise. The
Registrant's competitors include major oil compangher independent oil companies, and individddbny of these competitors have
financial resources, staffs, and facilities subisadiy larger than those of the Registrant. Theefffof these competitive factors on the
Registrant cannot be predicted with certainty.

Title to Oil and Gas Properties

The Registrant undertakes title examination anébpmis curative work at the time properties are &egl The Registrant believes that title to
its oil and gas properties is generally good arfdrdgble in accordance with standards acceptaliteeimndustry.

Oil and gas properties in general are subject stornary royalty interests contracted for in conimecivith the acquisitions of title, liens
incident to operating agreements, liens for curtaxes, and other burdens and minor encumbranassirents, and restrictions. The
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Registrant believes that the existence of suchdngavill not materially detract from the generadluesof its leasehold interests.
Governmental Regulation in the Oil and Gas Industry

The Registrant's domestic operations are affected fime to time in varying degrees by political’/dlmpments and federal and state laws
regulations. In particular, oil and gas productiperations and economics are affected by priceraiptdix, and other laws relating to the
petroleum industry; by changes in such laws; anddmstantly changing administrative regulations sikiates in which the Registrant
conducts or may conduct oil and gas activities lagtthe production and sale of oil and natural gasduding regulation of the size of drillir
and spacing units or proration units, the denditwealls which may be drilled, and the unitizationpmoling of oil and gas properties. In
addition, state conservation laws establish maximates of production from oil and natural gas wejknerally prohibit the venting or flarii
of natural gas, and impose certain requirementrdégg the ratability of production. The effecttbése regulations is to limit the amounts of
oil and natural gas the Registrant can produce ftenvells, and to limit the number of wells or &ions at which the Registrant can drill. In
addition, legislation affecting the natural gas aildndustry is under constant review. Inasmuclsash laws and regulations are frequently
expanded, amended, or reinterpreted, the Regissramable to predict the future cost or impactahplying with such regulations. The
Registrant believes that compliance with existiegefral, state and local laws, rules and regulatidhsot have a material adverse effect
upon its capital expenditures, earnings or conmipetfosition.
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Regulatory Controls

Historically, the transportation and sale for resafl natural gas in interstate commerce have begudated under the Natural Gas Act
("NGA") and the Natural Gas Policy Act of 1978 ("R@&") and the regulations promulgated thereunder.

The Natural Gas Wellhead Decontrol Act of 1989 ageehboth the price and non-price decontrol prowmssiof the NGPA for the purpose of
providing complete decontrol of first sales of matigas by January 1, 1993. The Registrant belithagssubstantially all of its gas is
decontrolled.

Commencing in April, 1992, the Federal Energy Ratprly Commission ("FERC") issued Order 636, Ordig-8, and Order 636-B
(collectively, "Order 636") which requires intergtgipelines to provide transportation unbundledrfitheir sales of gas. Also, such pipelines
must provide open-access transportation on a Hestiss equal for all gas supplies. Although Or6igé has provided the Registrant with
additional market access and more fairly appliadgportation service rates, it has also subjetied@Registrant to more restrictive pipeline
imbalance tolerances and greater penalties foationl of those tolerances. Order 636 has beenaopdeld by the United States Court of
Appeals for the District of Columbia Circuit. Becaufurther review of certain aspects of Order &3&ill possible and other appeals in
individual pipeline proceedings and related dockeisain pending, it is difficult for the Registrantpredict what effect, if any, the ultimate
outcome of these regulatory and judicial reviewcpealings will have on the FERC's open-access régiusaor the Registrant's
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operations. The Registrant presently believesithitl benefit from the provisions of such Order.

The FERC regularly reviews its natural gas transion and related policies and regulations. hy,Ji®98, it issued proposed rules goveri
short term transportation which, among other mgtt@puld eliminate cost-based regulation for suahdportation, allow pipelines to
negotiate rates and terms of service, and requir@fiocation of all short term pipeline capackiyough a competitive auction process. In
addition, the FERC has requested comments on eésties related to its regulation of long termgportation. While any resulting FERC
action would affect the Registrant only indirectlyese inquiries are intended to further enhanogpetition in the natural gas markets.

Under the NGA, natural gas gathering facilities @xempt from FERC jurisdiction. The Registrant &edis that its gathering systems meet
traditional tests that the FERC has used to estahlipipeline's status as a gatherer. In recens yibe FERC has slightly narrowed its
statutory tests for establishing gathering stadusumber of states have either enacted new lawaseoconsidering the adequacy of existing
laws affecting gathering rates and/or services.dxample, in May, 1997, Kansas enacted new gatherirrsight legislation that, among
other matters, requires reporting of gatheringgsiand authorizes the Kansas Corporation Commi§8$@C") to oversee open access on
gathering systems to assure it is just, reasonabténon-discriminatory. Thus, natural gas gatlgenray receive greater regulatory scrutiny
by state agencies. In addition, the FERC has appreeveral transfers by interstate pipelines diagaig
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facilities to unregulated gathering companies,uduig affiliates. This could allow such companiesdmpete more effectively with
independent gatherers. It is not possible at ifie to predict the ultimate effect of the policithaugh it could affect access to and rates
charged for interstate gathering services. HoweherRegistrant does not presently believe thesittits facilities would be materially
affected by modification to the statutory criteria.

In February, 1994, the KCC issued an order whiclifrenl allowables applicable to wells within the ¢titon Gas Field so that those
proration units upon which infill wells had beerilléd would be assigned a larger allowable thars¢hanits without infill wells. As a
consequence of this order, the Registrant hagdrilBO infill wells and believes that it will beaessary in fiscal 1999 to drill an additional 10
infill wells at a total estimated cost of $1,04500

In September, 1997, the FERC ruled that ad valdeenfevied by the State of Kansas was not a sewerex within the meaning of Section
110 of the NGPA. Therefore, to the extent that Sedlers collected revenues in excess of the maxinawful price as a result of
reimbursement of Kansas ad valorem taxes, thetnsifkers would be required to make refunds withriest for such excess revenues on tax
bills rendered during the period October 4, 1988ugh June 28, 1988. Based upon schedules protad@dgistrant by certain interstate
pipelines, the total reimbursement obligation dfaarking interest owners in Registrant-operatedsvapproximated $13 million as of
November, 1997. During this period, Registrantneated that its reimbursement obligation totaledaximately $6.7 million, bein
approximately $2.7 million of principal and $4.0lion of interest. Approximately 12.5% of such amowould be owed by Registrant's
royalty owners.
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Neither the FERC nor Congress has provided thedaiéers with any generic relief on this issueléde. However, the FERC did permit-
filing of individual adjustment proceedings by editht seller. Registrant has filed such adjustnmnteedings requesting that its ad valorem
tax refund obligation be reduced. The FERC hasuletl in any of Registrant's adjustment proceedings

During the period February through July, 1998, Riggnt paid, under protest, approximately $1,37®0Cfour interstate pipelines as partial
ad valorem tax reimbursement and escrowed approgiyn$6,370,000 pending the FERC's decision in &egit's adjustment proceedings.
The escrowed amount includes Registrant's shateaimount of reimbursement obligation allegedlydwy Registrant's royalty owners.
The final outcome of this matter cannot be prediatthis time.

Additional proposals and proceedings that mightcifthe oil and gas industry are pending beforeCinegress, the FERC, and the courts.
Registrant cannot predict when or whether any gmoposals may become effective. In the past, theralegas industry has been very hea
regulated. There is no assurance that the curegntatory approach pursued by the FERC will comtiflotwithstanding the foregoing, it is
anticipated that compliance with existing fedestdte and local laws, rules and regulations witlmave a material adverse effect upon the
capital expenditures, earnings or competitive pmsiof the Registrant.
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Federal Income Taxation

The Registrant's oil and gas operations, and ttrelpam industry in general, are affected by cerfateral income tax laws. The Registrant
has considered the effects of such federal incaxéatvs on its operations and does not anticigetethere will be any material impact on
capital expenditures, earnings or competitive pmsiof the Registrant.

Environmental Laws

The Registrant's activities are subject to existetgral and state laws and regulations governing@mental quality and pollution control.
Such laws and regulations may substantially inerélas costs of exploring, developing, or produ@iilgnd gas and may prevent or delay the
commencement or continuation of a given operatiothe opinion of the Registrant's managemengperations substantially comply with
applicable environmental legislation and regulaiofhe Registrant believes that compliance witlstexg federal, state, and local laws, rules,
and regulations regulating the discharge of mdteiidio the environment or otherwise relating te ghotection of the environment will not
have any material effect upon the capital expenelituearnings, or competitive position of the Regid.

Natural Gas Marketing

Helmerich & Payne Energy Services, Inc., ("HPESbBtinues into its tenth year of business with easghon the purchase and marketing of
the Registrant's natural gas production. In addjtidPESI purchases third-party gas for resale aodigies compression, gathering services
and processing for a fee. During fiscal year 139BESI's sales of third-party gas constituted apprately 8.4% of the Registrant's
consolidated revenues.
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HPESI sells natural gas to markets in the MidwastRocky Mountain areas. Term gas sales contraetfoavaried periods ranging from
three months to seven years. However, recent aiathave tended toward shorter terms. The remanfdée Registrant's gas is sold under
spot market contracts having a duration of 30 aayess. For fiscal 1999, HPESI's term gas salagracts provide for the sale of
approximately 6 BCF of gas at prices which are xedeto market prices. HPESI presently intends lfdlfsuch term sales contracts with a
portion of the gas reserves purchased from thed®agi as well as from its purchases of third-pgety. See pages I-15 through3-regardini
the market, competition, and regulation of natges.

REAL ESTATE OPERATIONS

The Registrant's real estate operations are coadleoiclusively within the metropolitan area of Bul®klahoma. Its major holding is Utica
Square Shopping Center, consisting of fifteen sgpauildings, with parking and other common féiei§i covering an area of approximately
30 acres. Fourteen of these buildings provide agmprately 405,709 square feet of net leasable retdéls and storage space (97% of which is
currently leased) and approximately 18,590 squegedf net leasable general office space (99% aftwik currently leased). Approximately
24% of the general office space is occupied byRégistrant's real estate operations. The fiftebotliling is an eight-story medical office
building which provides approximately 76,379 squaet of net leasable medical office space (76%'tath is currently leased). The
Registrant has a two-level parking garage locatdtie southwest corner of Utica Square that caoranwdate approximately 250 cars.
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As a result of a confidential settlement of a laivaiith a Utica Square Shopping Center tenant, adprately 30,000 square feet of retail
space will be vacated during the second quartéscdl 1999. While the settlement resulted in a-time payment to the tenant and certain
forgiveness of rent and other charges, the Registrelieves it will receive increased rentals froew tenants.

At the end of the 1998 fiscal year the Registramied 15 of a total of 73 units in The Yorktown,&story luxury residential condominium
with approximately 150,940 square feet of livingatocated on a six-acre tract adjacent to UtiasaBgShopping Center. Three
condominium units were sold during fiscal 1998. eeof the Registrant's units are currently leased.

The Registrant owns an eight-story office buildiogated diagonally across the street from Uticaa®e$hopping Center, containing
approximately 87,000 square feet of net leasabterge office and retail space. This building hou$esRegistrant's principal executive
offices. Approximately 11% of this building was $eal to third parties during fiscal 1998. During#k1998, Registrant leased approximately
29,000 square feet of office space in Tulsa arateged Registrant's oil and gas division to suficed. The vacated space within Registrant's
office building will be used to accommodate thevgito of the remaining segments of its businesses.

The Registrant is also engaged in the businessasfrig multi-tenant warehouse space. Three warehdu®wn as Space Center, each
containing approximately 165,000 square feet ofeetable space, are situated in the southeastfpBulsa at the intersection of two major
limited-access

-25



highways. Present occupancy is 98%. The Registlantowns approximately 1.5 acres of undeveloped Iging adjacent to such
warehouses.

The Registrant received approximately $380,000téosale of certain rights of way and temporaryeeasnts to the Oklahoma Department of
Transportation. These rights of way and temporasements burden certain of Registrant's lands varieln or near to a high-growth area of
southeast Tulsa known as Southpark. After the Bagjstrant owned approximately 253.5 acres inlgmark consisting of approximately
240.5 acres of undeveloped real estate and appatadynl3 acres of multi-tenant warehouse areawildrehouse area is known as Space
Center East and consists of two warehouses, ortainorg approximately 90,000 square feet and therotontaining approximately 112,500
square feet. Occupancy has remained at 100%. ThistRant believes that a high quality office paslith peripheral commercial,
office/warehouse, and hotel sites, is the bestldpugent use for the remaining land. However, noetlggment plans are currently pending.

The Registrant also owns a fibedlding complex called Tandem Business Park. Tiogept is located adjacent to and east of the SGacee!
East facility and contains approximately six acweith approximately 88,084 square feet of officef@euse space. Occupancy has increased
from 93% to 96% during fiscal 1998 due primarilyth@ addition of one new tenant. The Registrart algns a twelve-building complex,
consisting of approximately 204,600 square feetffi€e/warehouse space, called Tulsa Business Fakproject is located south of the
Space Center facility, separated by a city stea®d, contains approximately 12 acres. During fi4¢€&818, occupancy has increased from 88
96% due to the addition of three new tenants.
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The Registrant also owns two service center prigseldcated adjacent to arterial streets in soaitftral Tulsa. The first, called Maxim Cen
consists of one office/warehouse building contajrapproximately 40,800 square feet and locatedppnoximately 2.5 acres. During fiscal
1998, occupancy increased from 86% to 100% duleet@ddition of one new tenant. The second, callegii Place, consists of one
office/warehouse building containing approximatgB;750 square feet and located on approximately &2es. During fiscal 1998,
occupancy increased from 81% to 100% due to tharesipn of an existing tenant.

Registrant believes that there has been a recemrgtaise in demand for multi-tenant warehouse spetteeiTulsa market. Registrant is unable
to determine how long this increase in demand auilitinue.

Competition.

The Registrant has numerous competitors in theitauiant leasing business. The size and finanaiphcity of these competitors range from
one property sole proprietors to Fortune 500 congsahe primary competitive factors include prioeation and configuration of space.
Registrant's competitive position is enhanced Byltleation of its properties, its financial capapiand the long-term ownership of its
properties. However, many competitors have findmesources greater than Registrant and have nomtemporary facilities.

FINANCIAL

Information relating to Revenue and Income by BesinSegments may be found on page 9 of the Registfmnual Report to Shareholders
for fiscal 1998, which is incorporated herein bference.
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EMPLOYEES

The Registrant had 1,946 employees within the drigates (11 of which were part-time employees) 38684 employees in international
operations as of September 30, 1998.

Item 2. PROPERTIES

CONTRACT DRILLING
The following table sets forth certain informatiooncerning the Registrant's domestic drilling agsof September 30, 1998:
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Rig Registrant's  Optimum Working Present

Designation Classification Depth in Feet Location
110 Medium Depth 12,000 Texas
141 Medium Depth 14,000 Texas
142 Medium Depth 14,000 Texas
143 Medium Depth 14,000 Texas
145 Medium Depth 14,000 Texas
155 Medium Depth 14,000 Texas
164 Medium Depth 16,000 Texas
165 Medium Depth 16,000 Texas
166 Medium Depth 16,000 Texas
167 Medium Depth 16,000 Texas
168 Medium Depth 16,000 Texas
169 Medium Depth 16,000 Texas
95 Medium Depth 16,000 Texas
96 Medium Depth 16,000 Oklahoma
104 Medium Depth 18,000 Offshore California
108 Medium Depth 18,000 Gulf of Mexico
118 Medium Depth 16,000 Texas
119 Medium Depth 16,000 Texas
120 Medium Depth 16,000 Texas
147 Medium Depth 16,000 Texas
154 Medium Depth 19,000 Texas
79 Deep 20,000 Louisiana
80 Deep 20,000 Oklahoma
89 Deep 20,000 Texas
92 Deep 20,000 Oklahoma
94 Deep 20,000 Texas
98 Deep 20,000 Oklahoma
105 Deep 30,000 Gulf of Mexico
162 Deep 20,000 Texas
201 Deep 30,000 Gulf of Mexico
202 Deep 30,000 Gulf of Mexico
203 Deep 20,000 Gulf of Mexico
204 Deep 30,000 Gulf of Mexico
97 Deep 26,000 Texas
99 Deep 26,000 Texas
100 Deep 30,000 Gulf of Mexico
106 Deep 30,000 Gulf of Mexico
107 Deep 30,000 Gulf of Mexico
122 Deep 26,000 Louisiana
137 Deep 26,000 Texas
149 Deep 26,000 Louisiana
157 Deep 30,000 Texas
72 Very Deep 30,000 Louisiana
73 Very Deep 30,000 Louisiana
161 Very Deep 30,000 Louisiana
163 Very Deep 30,000 Texas
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The following table sets forth information with pest to the utilization of the Registrant's domedtilling rigs for the periods indicated:

Years ended September 30,

1994 1995 1996 1997 1998
Number of rigs owned at end of
period 47 41 41 38 46
Average rig utilization rate
during period (1) 69% 71% 82% 88% 95%

(1) Arig is considered to be utilized when it gevated or being moved, assembled, or dismantlddrwzontract.

The following table sets forth certain informatiooncerning the Registrant's international drilliigs as of September 30, 1998:

Rig Registrant's Optimum Worki ng Present
Designation  Classification Depth in Fee t Location
14 Workover/drilling 6,000 Venezuela
19 Workover/drilling 6,000 Venezuela
20 Workover/drilling 6,000 Venezuela
140 Medium Depth 10,000 Venezuela
158 Medium Depth 10,000 Venezuela
159 Medium Depth 12,000 Venezuela
156 Medium Depth 12,000 Venezuela
132 Medium Depth 18,000 Ecuador
171 Medium Depth 16,000 Bolivia
172 Medium Depth 16,000 Bolivia
176 Medium Depth 18,000 Ecuador
22 Deep (helicopter rig) 18,000 Peru
23 Deep (helicopter rig) 18,000 Ecuador
91 Deep (platform) 20,000 Venezuela
121 Deep 20,000 Colombia
173 Deep 20,000 Bolivia
170 Deep (helicopter rig) 26,000 Venezuela
45 Deep 26,000 Venezuela
82 Deep 26,000 Venezuela
83 Deep 26,000 Venezuela
117 Deep 26,000 Venezuela
123 Deep 26,000 Bolivia
138 Deep 26,000 Ecuador
148 Deep 26,000 Venezuela
160 Deep 26,000 Venezuela
113 Very Deep 30,000 Venezuela
115 Very Deep 30,000 Venezuela
116 Very Deep 30,000 Venezuela
125 Very Deep 30,000 Colombia

-30



Rig Registrant's Optimum Wor
Designation  Classification Depth in F
127 Very Deep 30,000
128 Very Deep 30,000
129 Very Deep 30,000
133 Very Deep 30,000
134 Very Deep 30,000
135 Very Deep 30,000
136 Very Deep 30,000
150 Very Deep 30,000
151 Very Deep 30,000
152 Very Deep 30,000
153 Very Deep 30,000
174 Very Deep 30,000
175 Very Deep 30,000
177 Very Deep 30,000
139 Super Deep 30,000+
Joint Venture Rig:
200 Deep 20,000

king Present
eet Location

Venezuela
Venezuela
Venezuela
Colombia
Colombia
Colombia
Colombia
Venezuela
Colombia
Colombia
Colombia
Argentina
Bolivia
Argentina
Colombia

JV w/Atwood Australia

The following table sets forth information with pest to the utilization of the Registrant's intdioal drilling rigs for the periods indicated:

Number of rigs owned at end of

period

Average rig utilization rate

during period (1)

Years ended September 30,

94 1995 1996 1997 1998

29 35 36 39 44

88% 84% 85% 91% 88%

(1) Arig is considered to be utilized when it {geoated or being moved, assembled, or dismantlddrurontract.

OIL AND GAS DIVISION

All of the Registrant's oil and gas operations halllings are located within the continental Uni&tdtes.

Crude Oil Sales

The Registrant's net sales of crude oil and coraterfer the fiscal years 1996 through 1998 are shioslow:



Averag e Sales Average Lifting

Year Net Barrels Price p er Barrel Cost per Barrel
1996 809,571 $19. 00 $7.90
1997 985,633 $20. i $6.98
1998 701,180 $14. 74 $7.40

Natural Gas Sales

The Registrant's net sales of natural and casinpgas for the three fiscal years 1996 through ¥88&s follows:

Averag e Sales Average Lifting
Year Net Barrels Price p er Barrel Cost per Barrel
1996 34,535,184 $1. 75 $0.3292
1997 40,463,374 $2. 23 $0.3213
1998 42,862,300 $2. 04 $0.3110

Following is a summary of the net wells drilled thye Registrant for the fiscal years ended Septe@®et 996, 1997, and 1998:

Exploratory Wells Development Wells
1996 1997 1998 1996 1997 1998
Productive 4.448 0.500 1.910 23.625 39.239 29.614
Dry 5.250 8.459 2.900 2.000 1.136 1.310

On September 30, 1998, the Registrant was in theegs of drilling or completing four gross or 2réet wells.
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Acreage Holdings

The Registrant's holdings of acreage under oilgasdleases, as of September 30, 1998, were aw$ollo

Developed Acreage Undeveloped Acreage

Gross Net Gross Net
Arkansas 3,068.23 1,725.11 -0- -0-
Colorado -0- -0- 320.00 160.00
Kansas 120,303.07 84,662.60 17,444.35 15,625.45
Louisiana 1,567.79 899.84 10,876.31  3,877.51
Michigan -0- -0- 15,206.16  15,130.88
Montana 2,037.19 449.21 3,508.95 683.50
Nebraska 480.00 168.00 -0- -0-
Nevada -0- -0- 8,224.04  8,223.85
New Mexico 1,002.91 83.77 121.88 40.22
North Dakota 200.00 11.52 -0- -0-
Oklahoma 136,296.85 52,335.83 27,338.61 17,104.33
Texas 89,685.59 42,220.60 158,108.54 45,792.12
Wyoming -0- -0- 440.00 105.59

Total 354,641.63 182,556.48 241,588.84 106,743.45

Acreage is held under leases which expire in tlsemte of production at the end of a prescribedagirterm, and is, therefore, subject to
fluctuation from year to year as new leases areiead, old leases expire, and other leases areedldo terminate by failure to pay annual
delay rentals. As shown in the above table, thedRaat has a significant portion of its undevelbaereage in Texas, with five major
prospects accounting for 39,700 net acres. Theageeminimum remaining term of leases in thesegiaspects is approximately 30 months.
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Productive Wells
The Registrant's total gross and net productivdsvesl of September 30, 1998, were as follows:

Oil Wells Gas Wells

Gross Net Gross Net

3,452 176 956 436

Additional information required by this item witespect to the Registrant's oil and gas operatiayshe found on pages I-12 through I-24 of
Item 1. BUSINESS, and pages 24 through 34 of thgidRant's Annual Report to Shareholders for fid@88, "Notes to Consolidated
Financial Statements" and "Note 14 Supplementamgrigial Information for Oil and Gas Producing Attas."

Estimates of oil and gas reserves, future net tgeegrand present value of future net revenues sugtited by Lee Keeling and Associates,
Inc., 15 East 5th Street, Suite 3500, Tulsa, Okiz@4103. Total oil and gas reserve estimates tdiffer by more than 5% from the total
reserve estimates filed with any other federal @ity or agency.

REAL ESTATE OPERATIONS
See Item 1. BUSINESS, pages I-24 through 1-27.
STOCK
As of December 15, 1998:
The Registrant owned 312,546 shares of the commeek sf SUNOCO, Inc. and 500,000 shares of Oryxrgn€ompany, Inc.
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The Registrant owned 3,000,000 shares of the constomk of Atwood Oceanics, Inc., a Houston, Texasell company engaged in offshore
contract drilling. The Registrant's ownership oivAbd is approximately 22%.

The Registrant owned 1,480,000 shares of the constomk of Schlumberger, Ltd.

The Registrant owned 240,000 shares of the commoak sf Phillips Petroleum Company, Inc.
The Registrant owned 1,000,000 shares of the constomk of Occidental Petroleum Corporation, Inc.
The Registrant owned 200,000 shares of the commoak sf Banc One Corporation.

The Registrant owned 225,000 shares of the commoak sf ONEOK Inc.

The Registrant also owned lesser holdings in séweénar publicly traded corporations.

Item 3. LEGAL PROCEEDINGS

There are no material legal proceedings pendininsgthe Registrant.

Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None.

EXECUTIVE OFFICERS OF THE REGISTRANT

The following table sets forth the names and adi¢iseoRegistrant's executive officers, togethehwail positions and offices held with the
Registrant by such executive officers. Officersaeeted to serve until the meeting of the BoarB®ioéctors following the next Annual
Meeting of Stockholders and until their succes$ange been elected and have qualified or until thailier resignation or removal.
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W. H. Helmerich, Ill, 75
Chairman of the Board

Hans Helmerich, 40
President

George S. Dotson, 57
Vice President

Douglas E. Fears, 49
Vice President

Steven R. Mackey, 47
Vice President and
Secretary

Steven R. Shaw, 47

Vice President

Gordon K. Helm, 45
Controller

Director
since 19

Director
Executiv

Director
since 19
Officer
Drilling

Vice Pre

Secretar
General

Vice Pr
Presiden
1996

Chief Ac
Controll
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PART Il
Item 5. MARKET FOR THE REGISTRANT'S COMMON STOCK AN D RELATED

STOCKHOLDER MATTERS
The information provided in this Item 5 has beestated to reflect the Registrant's December 157 189or-1 common stock split.

The principal market on which the Registrant's camrstock is traded is the New York Stock Exchaiidp high and low sale prices per

share for the common stock for each quarterly plediaring the past two fiscal years as reportetiénNY SE - Composite Transaction
quotations follow:

1997 1998
Quarter High Low Hi gh Low
First 27.56 21.94 44 .97 31.06
Second 27.44 21.00 33 .19 24.56
Third 29.63 21.81 33 .25 21.56
Fourth 40.00 29.47 24 .38 16.25

The Registrant paid quarterly cash dividends dutliggpast two years as shown in the following table

Paid per Share Tota | Payment
Fiscal F iscal
Quarter 1997 1998 1997 1998
First $0.065 $0.065 $3,239,007 $3,256,874
Second 0.065 0.070 3,239,892 3,519,195
Third 0.065 0.070 3,242,952 3,521,332
Fourth 0.065 0.070 3,248,275 3,504,269

The Registrant paid a cash dividend of $0.070 pareson December 1, 1998, to shareholders of remofdovember 13, 1998. Payment of
future dividends will depend on earnings and ofhetors.
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As of December 15, 1998, there were 1,465 recolden® of the Registrant's common stock as listethbytransfer agent's records.

Item 6. SELECTED FINANCIAL DATA

The information provided in this Item 6 has beestated to reflect the Registrant's December 157 1890or-1 common stock split.
Five-year Summary of Selected Financial Data

1994 1995 1996 1997 1998

Sales, operating,
and other revenues  $ 310,152 $ 306,721 $ 393,255 $ 517,859 $ 636,640

Income from con-
tinuing operations 17,108 5,788 45,426 84,186 101,154

Income from con-
tinuing operations
per common share:

Basic 0.35 0.12 0.92 1.69 2.03
Diluted 0.35 0.12 0.91 1.67 2.00
Total assets 621,689 707,061 821,914 1,033,595 1,090,430
Long-term debt -0- -0- -0- -0- 50,000

Cash dividends
declared per
common share 0.245 0.25 0.255 0.26 0.275

The Five-year Summary of Selected Financial Daszrileed above excludes results of Natural Gas QidayiInc. ("NGO") operations.
Registrant, on August 30, 1996, sold its wholly-edrsubsidiary, NGO, to Occidental Petroleum Corjana

-2



The following Five-year Summary of Selected FinahBiata includes only the results of NGO operations
Five-year Summary of Selected Financial Data for NG

1994 1995 1996 1997 1998

Sales, operating,
and other revenues $ 18,849 $ 19,055 $ 19540 $ -0- $ -O-

Income from discon-
tinued operations 3,863 3,963 3,090 -0- -0-

Income from discon-
tinued operations
per common share:

Basic 0.08 0.08 0.06 -0- -0-
Diluted 0.08 0.08 0.06 -0- -0-

Item 7. MANAGEMENT'S DISCUSSION & ANALYSIS OF RESUL TS OF OPERATIONS AND FINANCIAL CONDITION

Information required by this item may be found @ges 10 through 18, Management's Discussion & Aigbf Results of Operations, and
Financial Condition in the Registrant's Annual Repo Shareholders for fiscal 1998, which is inamgted herein by reference.

Item 7(a). QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Information required by this item may be found ba following pages of Management's Discussion &Ipsia of Results of Operations, and
Financial Condition in the Registrant's Annual Repo Shareholders for fiscal 1998, which is inagied herein by reference:
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Market Risk Page

o Foreign Currency Exchange Rate Risk 12
o Commodity Price Risk 13
0 Interest Rate Risk 17
o Equity Price Risk 18

Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Information required by this item may be found @ges 19 through 34 in the Registrant's Annual Reépd@hareholders for fiscal 1998,
which is incorporated herein by reference.

Item 9. CHANGES IN AND DISAGREEMENTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.
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PART 1lI
Item 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE RE GISTRANT

Information required under this item with respecbirectors and with respect to delinquent fileusguant to Item 405 of Regulation S-K is
incorporated by reference from the Registrant'dife Proxy Statement for the Annual Meeting adé&holders to be held March 3, 1999,
to be filed with the Commission not later than H2@'s after September 30, 1998. See pages |-35¢ihnie86 for information covering the
Registrant's Executive Officers.

Item 11. EXECUTIVE COMPENSATION

This information is incorporated by reference frilra Registrant's definitive Proxy Statement forAlmaiual Meeting of Stockholders to be
held March 3, 1999, to be filed with the Commissimmt later than 120 days after September 30, 1998.

Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL O WNERS AND MANAGEMENT

This information is incorporated by reference frilra Registrant's definitive Proxy Statement forAlmaiual Meeting of Stockholders to be
held March 3, 1999, to be filed with the Commissim later than 120 days after September 30, 1998.

Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS

This information is incorporated by reference frilra Registrant's definitive Proxy Statement forAlmaiual Meeting of Stockholders to be
held March 3, 1999, to be filed with the Commissim later than 120 days after September 30, 1998.
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PART IV
Item 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES, A ND REPORTS ON FORM 8-K
(a) Document List

1. The financial statements called for by Item&iacorporated herein by reference from the Remjiss Annual Report to Shareholders for
fiscal 1998.

2. Exhibits required by Item 601 of Regulation S-K:
Exhibit Number:

3.1 Restated Certificate of Incorporation and Anmeedt to Restated Certificate of Incorporation & Begistrant are incorporated herein by
reference to Registrant's Annual Report on FornK16-the Securities and Exchange Commission faafi$996.

3.2 By-Laws of the Registrant are incorporated indog reference to Registrant's Annual Report omd0K to the Securities and Exchar
Commission for fiscal 1996.

4.1 Rights Agreement dated as of January 8, 198@den the Registrant and The Liberty National Bamd Trust Company of Oklahoma
City, N.A. is incorporated herein by referencelte Registrant's Form 8-A, dated January 17, 1996.

*10.1 Incentive Stock Option Plan is incorporakbexiein by reference to Exhibit 4.2 to the RegidtsaRegistration Statement No. 33-16771
on Form S-8.

*10.2 Form of Incentive Stock Option Plan Stocktidp Contract for the Incentive Stock Option Plarincorporated herein by reference to
Registrant's Annual Report on Form 10-K to the &tes and Exchange Commission for fiscal 1996.

*10.3 Consulting Services Agreement between WHelmerich, 1lI, and the Registrant effective Jaguhr1990, as amended is incorporated
herein by reference to Registrant's Annual Repoffarm 10-K to the Securities and Exchange Comuorisfir fiscal 1996.

* Compensatory Plan or Arrangement.



* 10.4 Restricted Stock Plan for Senior ExecutigEBlelmerich & Payne, Inc. is incorporated herejrréference to Registrant's Annual
Report on Form 10-K to the Securities and Exchabgmmission for fiscal 1996.

*10.5 Form of Restricted Stock Award Agreementtfor Restricted Stock Plan for Senior Executivel@merich & Payne, Inc., together
with all amendments thereto is incorporated helogineference to Registrant's Annual Report on FboRK to the Securities and Exchange
Commission for fiscal 1996.

* 10.6 Supplemental Retirement Income Plan for BadaEmployees of Helmerich & Payne, Inc. is inargied herein by reference to
Registrant's Annual Report on Form 10-K to the &ites and Exchange Commission for fiscal 1996.

*10.7 Helmerich & Payne, Inc. 1990 Stock OptioarPis incorporated herein by reference to Regisgr@mnual Report on Form 10-K to the
Securities and Exchange Commission for fiscal 1996.

*10.8 Form of Nonqualified Stock Option Agreemémtthe 1990 Stock Option Plan is incorporated dfgmrence to Exhibit 99.2 to the
Registrant's Registration Statement No. 33-5523Baym S-8, dated August 24, 1994.

*10.9 Supplemental Savings Plan for Salaried Eygss of Helmerich and Payne, Inc., is incorporata@in by reference from Registrant's
Annual Report on Form 10-K to the Securities andiaxge Commission for fiscal 1993.

*10.10 Helmerich & Payne, Inc. 1996 Stock Inceat®lan is incorporated herein by reference to Regits Registration Statement No. 333-
34939 on Form S-8 dated September 4, 1997.

*10.11 Form of Nonqualified Stock Option AgreemémtHelmerich & Payne, Inc. 1996 Stock IncentivarPis incorporated by reference to
Exhibit 99.2 to Registrant's Registration StatenmenEorm S-8 dated September 4, 1997.

*10.12 Form of Restricted Stock Agreement for Hedith & Payne, Inc. 1996 Stock Incentive Plan toiporated by reference from
Registrant's Annual Report on Form 10-K to the &ites and Exchange Commission for fiscal 1997.

* Compensatory Plan or Arrangement.
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*10.13 Helmerich & Payne, Inc. Non-Employee DimrstStock Compensation Plan is hereby incorporisye@ference to Exhibit "B" of
Registrant's Proxy Statement dated January 27,.1997

13. The Registrant's Annual Report to Shareholfierscal 1998.
22. Subsidiaries of the Registrant.

23.1 Consent of Independent Auditors.

27. Financial Data Schedule.

(b) Report on Form 8-K

None.

* Compensatory Plan or Arrangement.

V-3



SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{(the Securities Exchange Act of 1934, the Resyigsthas duly caused this Report to be
signed on its behalf by the undersigned, theredatyp authorized:

HELMERICH & PAYNE, INC.

By /s/ HANS HELMERI CH

Hans Hel merich, President
(Chi ef Executive Oficer)
Date: Decenber 18, 1998

Pursuant to the requirements of the Securities &xgl Act of 1934, this Report has been signed bbipthe following persons on behalf of
the Registrant and in the capacities and on thesdatlicated:

By /s/ WLLIAM L. ARMSTRONG By /s/ GLENN A. COX
WlliamL. Arnstrong, Director A enn A Cox, Director
Date: Decenmber 18, 1998 Date: Decenmber 18, 1998

By /s/ GEORGE S. DOTSON By /s/ HANS HELMERI CH
George S. Dotson, Director Hans Hel merich, Director and CEO
Date: December 18, 1998 Date: December 18, 1998

By /s/ W H HELMERICH, 111 By /s/ L. F. ROONEY, |11
W H. Helnerich, IIl, Director L. F. Rooney, IIl, Director
Date: December 18, 1998 Date: December 18, 1998

By /s/ EDWARD B. RUST, JR By /s/ GEORGE A. SCHAEFER
Edward B. Rust, Jr., Director George A Schaefer, Director
Date: December 18, 1998 Date: December 18, 1998

By /s/ JOHN D. ZEGLI S By /s/ DOUGLAS E. FEARS
John D. Zeglis, Director Dougl as E. Fears
Date: Decenmber 18, 1998 (Principal Financial Oficer)

Date: Decenber 18, 1998

By /s/ GORDON K. HELM

Gordon K. Helm Controller
(Principal Accounting Oficer)
Date: Decenber 18, 1998
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13. The Registrant's Annual Report to Sha reholders for fiscal 1998.
22. Subsidiaries of the Registrant.
23.1 Consent of Independent Auditors.

27. Financial Data Schedule.

(b) Report on Form 8-K

None.

* Compensatory Plan or Arrangeme
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REVENUE BREAKDOWN FOR 1998

[PIE CHART]

FINANCIAL HIGHLIGHTS

Years Ended September 30, 1998 1997
Revenues $ 636,6 40,000 $ 517,859,000
Net Income $ 101,1 54,000 $ 84,186,000
Diluted Earnings Per Share $ 200 $ 1.67
Dividends Paid Per Share $ 275 % .26
Capital Expenditures $ 2657 01,000 $ 159,578,000
Total Assets $ 1,090,4 30,000 $ 1,033,595,000




PRESIDENT'S LETTER

To the Co-owners of Helmerich & Payne, Inc.

Fifteen years ago, a federal report titled A Na@bmRisk sounded the alarm over the performaneaiohation's public schools. Today,
Americans' anxiety over school quality is at artiatle high. Reforms have not gone far enough ane bhaen fought back by the proverbial
fox in the henhouse. All the while, Johnny is betteself-actualization than reading. Clearly, $idliprepared for an economy that is steadily
marching from the information to the knowledge aggh a wider and wider gap between low and higlkijled workers.

As a major stakeholder in efforts to improve thibea of students our schools produce, businessataafford to ignore how the "sausage |
made." However daunting this challenge, our nagifuture place in the sun swings in the balanceden success and failure.

How can business influence the debate over neededns? First, by championing the dynamics and fitsref free-market thinking. Public
schools must break out of a monopoly-oriented nmeéhds be forever doomed as a high cost, low qualitywider. Innovation and change
cannot be held hostage by powerful unions and thbsewould circle the wagons around a provider-rulgd status quo. No wonder a
voucher system that offers the customers, namebngaand children, a choice about schooling is famered by a growing majority,
winning the highest approval among Hispanic andcafr-American families.

We should point back to the classroom as the Haeséfor real added value. Today, about half ofgypeblic education dollar is spent outs
of regular instruction, to say nothing of the tefhillions spent on the 760 federal programs scatt over 39 different agencies.

To be held accountable for success, schools mualeeo attract, reward on merit, and retain loé&tachers. Let's raise the bar for higher
professional teaching standards, make a real canenitto teacher training, overhaul teachers' cefliegnd remove the unfit.
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Earlier this year, nearly 60 percent of Massachsiseducation graduates and future teachers flutileebasic reading, writing, and subject-
matter test. Better teachers would bring high impaprovement where it counts _ in the classroom.

Pointing public schools forward also means goingkhia basics. Historically, the founding force bahpublic schools was to promote solid
citizenship and secure a virtuous society. If #tainds corny, ask what it is like to do business jptace like Russia today. The rule of law
the currency of trust are essential elements foradeacy and free markets to thrive. Have our schbekn bullied into abandoning the
mission of promoting good citizenship and old-fasied moral character? Senator John Kerry certéiiks so: "The truth is teachers and
schools have been stripped of disciplinary tool$ w&ill as the nation experimented with value nditfradisarming before the political-
correctness police, leaving a morality and valusuuan." We could well exchange less peddling of-esteem for developing a clearer sense
of right and wrong.

In a time of record low oil prices, our Company mgslouble its effort to work smart and to overigsl in order to secure our customers'
loyalty and trust. Our conviction that our peopievel the Company's future success motivates ubdampion better schools. The end game is
to be transformed from a nation at risk to a natibaxcellence.

Sincerely,

/'s/ HANS HELMERI CH

Hans Hel merich
Decenber 15, 1998 Pr esi dent



DRILLING HELMERICH & PAYNE INTERNATIONAL DRILLING C O.

SUMMARY Helmerich & Payne International Drilling C& a leading contract driller with 90 rigs worlidl®. The Company owns a total of
79 land rigs, 36 in the U.S. and 43 in the countoEVenezuela (21), Colombia (10), Bolivia (5)uador (4), Argentina (2), and Peru (1). "
Company has nine offshore platform rigs in the GiilMexico and one each offshore California and &zrela. Helmerich & Payne
International Drilling Co. and Atwood Oceanics, lfmintly own a platform rig working offshore Ausiia. Fleet utilization averaged 92
percent in 1998, compared with 89 percent last.year

OFF SHORE
U.S.LAND PLA TFORM INTERNATIONAL TOTAL

DEPTH CAPACITY RIGS R IGS LAND RIGS RIGS
12,000 feet or less 1 -- 7 8
14,000 - 16,000 feet 17 - 2 19
18,000 - 20,000 feet 8 4 6 18
26,000 - 30,000 feet 10 7 28 45

TOTAL 36 11 43 90

Revenue and pre-tax operating income increase@®&pt and 28 percent, respectively over the puswear, and earnings before interest,
taxes, depreciation, and amortization (EBITDA) gased 27 percent to $142 million, from $112 millieri997. These financial results do
not fully reflect a considerable slowdown in thdustry, which began during the last half of thery®éorld oil prices declined significantly
during the year and the industry is respondingdiyng back capital spending worldwide and by cadsting on an unprecedented scale.

INTERNATIONAL OPERATIONS The slide in oil prices @duced a considerable decline in the Company's Al

4



operation. After experiencing robust activity innézuela for the last decade, the Company encouhtesevere drop in utilization from an
average of nearly 100 percent in the first halfhef year to approximately 50 percent by the enSegftember 1998. Profitability in the
Company's Colombia operation also declined dutirglast half of the year, as two of its fleet of t@nd rigs became idle.

The Company entered 1998 with good momentum intSAaterica from projects already in progress. Ri@,1& new 3,000 horsepower
helicopter-transportable rig, began working in Vamda under a multi-well contract for a consortilea by BP Exploration Orinoco Limited.
The Company's operation in Ecuador experiencechtergrowth of over 50 percent in 1998, as eachetbuntry's three rigs was fully
utilized during the year. A fourth medium depthdaig was added in Ecuador and began work in Augnder a thregear term contract wil
City Investing Company, Ltd. Rig 176 representsdbeond of five land rigs newly constructed foemational operations during 1998. After
the close of the year, the remaining three, 3,@@8dpower land rigs commenced operations undeg-§year term contracts with an Amoco-
led consortium in the countries of Bolivia and Angjea.

During the year, the Company was chosen to desigmanage the construction of a platform rig fordill@il Corporation’'s Jade project,
located offshore Equatorial Guinea, Africa. Mobillwwn the Jade rig, and the Company believesetliea good opportunity of being named
the contractor for the drilling phase of this pratje

UNITED STATES OPERATIONS In 1998, the Company addixdnew 1,500 horsepower land rigs and one retiddl 3,000 horsepower
land rig to its U.S. fleet. The new 1,500



horsepower rigs were designed to minimize spacevaotalization times, which increases efficiency gmdductivity for the customer. The

Company's land fleet had an average utilizatioBdopercent in 1998; however, commodity price congdregan to negatively impact the L
land market during the last half of the year. Acliog to Baker-Hughes statistics, the active U.8dlag count declined 27 percent during

1998, and in the last month of the fiscal year,Gloenpany's domestic land rig utilization was dow84 percent.

Utilization rates for the Company's ten domestistodre platform rigs averaged 99 percent and rexgifrom these rigs increased 30 percent
over 1997. Rig 204 was completed by mid-year ansliwahe process of being rigged-up on Shell Offshimc.'s URSA tension-leg platform
(TLP) at year-end. The URSA TLP, which will be setearly 4,000 feet of water, represents the Camyppahird TLP rig for Shell Offshore,
Inc.

OUTLOOK The Company strives to be the premium iciglicontractor in each of its markets, differentigtitself with well-trained,
experienced personnel, proactive safety prograntseguipment engineered, designed, and maintainegtét the highest quality
requirements in the industry. In 1998, the Compamyvested over $200 million to build or moderniigs and to make improvements for
safety and operational efficiency. Given the prégeaustry conditions, drilling contractors will hender more pressure to add value to the
customer's operation. Helmerich & Payne Internai@rilling Co. believes that its ongoing strategfysetting the standard for premium
service enables it to compete effectively regasdtédsndustry conditions.
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EXPLORATION & PRODUCTION HELMERICH & PAYNE, INC.

SUMMARY Helmerich & Payne, Inc. explores for ansbguces oil and natural gas primarily in the stafeSklahoma, Kansas, Texas, and
Louisiana. At year-end, the Company had provedrveseof approximately 4.8 million barrels of oildaB52 billion cubic feet (Bcf) of natural
gas. In 1998, revenues and pre-tax operating piefiteased 11 and 49 percent, respectively, asuneebagainst prior year levels.

Natural gas production increased to 117,431 thalisahic feet (Mcf) per day during the year, comparéth 110,859 Mcf per day last yei

The average price received for natural gas proondéll nine percent to $2.04 per Mcf, from $2.831D97.

Crude oil revenues fell by 50 percent in 1998, rdmult of a combination of price and volume dedin@ver-supplies in crude oil pushed the
Company's average realized oil price down to $1gétdbarrel, compared with $20.77 in 1997. Oil mitbn averaged 1,921 barrels per day
in 1998, compared with 2,700 barrels in 1997. €slerves and production were impacted by the Con'paale of its Louisiana Austin Chalk

properties in November 1997.

1
REVENUE (in thousands)
Exploration and Production $ 9
Natural Gas Marketing 5
Total Oil and Gas Division $ 15

OPERATING PROFIT (in thousands)
Exploration and Production $ 2
Natural Gas Marketing

Total Oil and Gas Division $ 3

OIL PRODUCTION (barrels per day)
Average Oil Price Per Barrel
Proved Oil Reserves (millions of barrels)

NATURAL GAS PRODUCTION (Mcf per day) 11
Average Natural Gas Price Per Mcf $
Proved Natural Gas Reserves (Bcf)

FIVE YEAR SUMMARY

998 1997 1996 1995

8,696 $ 111,512 $ 76,643 $ 47,986
3,499 69,015 58,507 35,301

2,195 $ 180,527 $ 135,150 $ 83,287

8,088 $ 55191 $ 26,333 $ (23,961)
2,418 3,363 3,415 1,892

0,506 $ 58,554 $ 29,748 $ (22,069)

1,921 2,700 2,212 2,214
1474 $ 2077 $ 19.00 $ 16.37
4.8 5.8 6.5 6.3

7,431 110,859 94,358 72,387
204 $ 223 $ 175 $ 1.27
252 263 272 280

$ 58,884
51,889

$ 110,773

$ 3,245
1,525



EXPLORATION The Company participated in drilling 625.7 net) wells during the year, 49 (29.2 netyvbfch were completed as natural
gas producers, four (2.3 net) as oil wells, ane rith2 net) as dry holes. Seven (4.8 net) out@bthwells were wildcat exploratory wells,
four (2.9 net) of which turned out to be dry.

During 1998, the Company had continued succedwiiRbcky East Prospect and Kiowa Flats Field. Sinese discoveries in 1996 and 1¢
the Company has participated in 22 (16.8 net) tw#dls in these areas which have produced apprdgigna9.3 Bcf net to the Company, and
were producing at a combined net rate of over 4DNI6f per day at year-end.

The Company has several attractive explorationegtsjplanned for 1999. In addition to an importast Texas Pinnacle Reef well to be
completed early in 1999, the Company recently piadied in three significant 3-D seismic surveygering 234 square miles in Texas and
Louisiana and invested over $9 million in undevelbpcreage during 1998. After the close of the,ytaarCompany purchased a one-third
interest in three, 3-D seismic surveys covering d@%are miles in Jefferson County, Texas.

OUTLOOK The reductions in oil and natural gas psib@ve caused many companies in the industry teceespending plans for the coming
year. As other companies cut budgets or sell ddwin tvorking interest positions, Helmerich & Payhre. will be carefully reviewing way

to use its financial strength to opportunisticgllyrchase available prospects. Using seven exptitédams specializing in specific
geographical regions, the Company will continuéottus on improving its finding cost and reservevgtoutilizing the latest in exploration
technologies.



REVENUES AND INCOME BY BUSINESS SEGMENTS

HELMERICH & PAYNE, INC.

Years Ended September 30,

SALES AND OTHER REVENUES:
Contract Drilling - Domestic ........... $
Contract Drilling - International ......

Total Contract Drilling Division ....

Exploration and Production
Natural Gas Marketing ..................

Total Oil and Gas Division ..........

Total REVENUES .......ccccevvveeireene. $

OPERATING PROFIT:
Contract Drilling - Domestic ........... $
Contract Drilling - International ......

Total Contract Drilling Division ....

Exploration and Production .............
Natural Gas Marketing ..................

Total Oil and Gas Division ..........

Real Estate Division ...................

Total Operating Profit ..............

OTHER:
Miscellaneous operating ................
Income from investments ....
General corporate expense
Interest expense ..............
Corporate depreciation .................

Total Other .....ccccceeeevvvienne

INCOME FROM CONTINUING OPERATIONS
BEFORE INCOME TAXES AND EQUITY
IN INCOME OF AFFILIATE ................. $

Note: This schedule is an integral part of Notddadyes 31) of the financial statements that foll

1998 1997 1996
(in thousands)

177,059 $ 140,294 $ 108,336
253,072 176,651 135,695
430,131 316,945 244,031
98,696 111,512 76,643
53,499 69,015 58,507
152,195 180,527 135,150
8,922 8,641 8,082
45,392 11,746 5,992
636,640 $ 517,859 $ 393,255
35,817 $ 24,437 $ 10,066
50,834 43,118 31,176
86,651 67,555 41,242
28,088 55,191 26,333
2,418 3,363 3,415
30,506 58,554 29,748
5,371 5,615 5,055
122,528 131,724 76,045
(927) (1,269) (1,663)
44,603 11,437 5,782
(11,762) (9,346) (9,083)
(942) (4,212) (678)
(1,280) (919) (860)
29,692 (4,309) (6,502)
152,220 $ 127,415 $ 69,543
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MANAGEMENT'S DISCUSSION & ANALYSIS OF
RESULTS OF OPERATIONS AND FINANCIAL CONDITION

HELMERICH & PAYNE, INC.
RISK FACTORS AND FORWARD-LOOKING STATEMENTS

The following discussion should be read in conjiorctvith the consolidated financial statements adted notes included elsewhere herein.
The Company's future operating results may be &ftely various trends and factors which are beybadCompany's control. These include,
among other factors, fluctuation in oil and natgas prices, expiration or termination of drilliogntracts, currency exchange losses, changes
in general economic conditions, rapid or unexpectexhges in technology, and uncertain businessittmmslthat affect the Company's
business. Accordingly, past results and trendsldhmt be used by investors to anticipate futusiits or trends.

With the exception of historical information, thatters discussed in Managements's Discussion &yAisabf Results of Operations and
Financial Condition includes forward-looking statamts. These forward-looking statements are base@uwous assumptions. The Company
cautions that, while it believes such assumptiortsetreasonable and makes them in good faith, &sbéants almost always vary from actual
results. The differences between assumed factaendl results can be material. The Company isithio this cautionary statement to take
advantage of the "safe harbor" provisions of thed®e Securities Litigation Reform Act of 1995 famy forward-looking statements made by,
or on behalf of, the Company. The factors iderdifie this cautionary statement are important factbut not necessarily all important factc
that could cause actual results to differ matgritbm those expressed in any forward-looking steget made by, or on behalf of, the
Company.

RESULTS OF OPERATIONS

All per share amounts included in the Results oéf@fions discussion are stated on a diluted bidsisnerich & Payne, Inc.'s net income for
1998 was $101,154,000 ($2.00 per share), compaithchet income of $84,186,000 ($1.67 per shard)i@7, and $72,566,000 ($1.46 per
share) in 1996. Included in the Company's net iresdmt not related to its operations, were afterg@ins from the sale of investment
securities of $23,417,000 ($0.46 per share) in 189@870,000 ($0.06 per share) in 1997, and $386$0.01 per share) in 1996. Also
included is the Company's portion of income frosneitjuity affiliate, Atwood Oceanics, Inc., whichsa®0.11 per share in 1998, $0.05 per
share in 1997, and $0.03 per share in 1996. Netriedn 1998 also included a non-cash charge oB83)80 ($0.07 per share) related to the
write-down of producing properties in accordancthvidtatement of Financial Accounting Standards (Sf®o. 121, Accounting for the
Impairment of Long-
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Lived Assets and for Long-Lived Assets to be Digab®f. Included in 1996 income is a $24,050,0004%@er share) gain from the sale of
the Company's chemical subsidiary, Natural Gas @iadagr, Inc. (NGO).

Consolidated revenues increased to $636,640,00098, from $517,859,000 in 1997, and $393,255,800P6. The 23 percent increase
from 1997 to 1998 was due to higher dayrates aitidatton in the contract drilling division and Higr capital gains from the sales of equity
securities. Significant increases in these areeti®ffset lower revenues from the Exploration &ndduction Division that were due
primarily to lower crude oil and natural gas pricEse 32 percent increase from 1996 to 1997 wasualtrof increased dayrates for contract
drilling services and a significant increase inasidd gas revenues due to higher commaodity pricégeoduction volumes.

Revenues from investments were $44,603,000 in 1¥PBA37,000 in 1997, and $5,782,000 in 1996. bemduin revenues from investments
were pre-tax gains from the sale of investment sigesi of $38,421,000 in 1998, $4,697,000 in 198Y] $566,000 in 1996. Interest income
was stable during 1998, 1997, and 1996, but divldenenue was higher in 1997 due to the additio@afidental Petroleum Corporation
common stock to the investment portfolio.

Costs and expenses in 1998 were $484,420,000,réérpef revenues, compared with 75 percent in 186@ 82 percent in 1996. Operating
Costs, as a percentage of operating revenues,58gvercent in 1998, 55 percent in 1997, and 59meio 1996.

General and administrative expenses increased pg@@nt to $11,762,000 in 1998, compared with48B00 in 1997, and $9,083,000 in
1996. Higher overall payroll costs and additiomdibrmation technology staffing were primary reasforg¢he increase. Income tax expens:
a percentage of pre-tax income, was 37 percer@$8,136 percent in 1997, and 37 percent in 1996.

CONTRACT DRILLING DIVISION revenues increased by Bércent from 1997 to 1998, and by 30 percent ft886 to 1997. Total
operating profit rose by 28 percent over last ye&#86,651,000 in 1998, compared with $67,555,000097, and $41,242,000 in 1996.
Domestic drilling operating profit increased to $867,000 in 1998, from $24,437,000 in 1997, and @®,000 in 1996. Domestic Contract
Drilling revenues and operating profit for both 8%nd 1997 increased, due to improved dayrates ffiatimland and offshore rig operations
and higher utilization of the offshore platformgidRig utilization for the U.S. land fleet was Srgent in 1998, 99 percent in 1997, and 88
percent in 1996. Domestic platform rig utilizatimas 99 percent in 1998, 63 percent in 1997, angerfent in 1996. Revenue and operating
profit for domestic operations will most likely bmwver in 1999 due to lower day rates and utilizatio
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International revenues climbed to $253,072,0000@81 from $176,651,000 in 1997, and $135,695,0AMB6. Operating profit for the
international contract drilling sector improved 1§ percent over last year to $50,834,000 in 1988 pared with $43,118,000 in 1997, and
$31,176,000 for 1996. Revenues and operating prafieased significantly during 1998 due to additilrigs and increased dayrates in
Venezuela, Ecuador, Peru, and Bolivia. Increases particularly dramatic in Venezuela where the @any's offshore platform Rig 91
commenced work offshore Venezuela early in the.yidayher dayrates for the Company's land rigs indziela had also been instituted
during 1997 and helped move revenues and earnmgsiing the early part of 1998. However, as croidlerices declined, rig activity and
profitability in Venezuela declined rapidly duritige last half of 1998. Increases in revenues aedadpg profit during 1997 were primarily
due to a full year of activity for three additiom@s sent to Venezuela in 1996, increased daymtéenezuela and Colombia, and increased
activity in Ecuador. It is anticipated that durih®99, international revenues and operating prdfithe down substantially compared with
1998, because of dramatic reductions in rig utilraand dayrates, particularly in Venezuela antb@bia. Those declines should be parti
offset by new rigs and contracts in Bolivia and émtina, that should be active through most of 1999.

The Company has international operations in sex&wath American countries. With the exception oh¥zuela, the Company's exposure to
currency valuation losses is immaterial due toftioe that virtually all billings and payments areU.S. dollars. In Venezuela, approximately
60 percent of the Company's billings are in U.Slagde and 40 percent are in bolivars, the locatency. As a result, the Company is exposed
to risks of currency devaluation in Venezuela beeaaf the bolivar denominated receivables. Duri®@8] the Company experienced a los
$2,204,000 due to devaluation of the bolivar, coragavith a $579,000 loss in 1997, and a $602,00@oay exchange gain in 1996. The
Company anticipates additional devaluation losséseinezuela during 1999, but it is unable to prettie extent of either the devaluation, or
its financial impact. Should Venezuela experien@s & 50 percent devaluation, Company losses aaumge from approximately $1,500,000
to $2,700,000. These estimates were calculategplyiag assumed devalvation to a pro forma BaleéBloeet for the Company's Venezuelan
subsidiary.

EXPLORATION & PRODUCTION

1998 1997 1996
Revenues (in 000'S) .........ccecouveee. $ 98,696 $ 111,512 $ 76,643
Operating Profit (in 000's) .............. $ 28,088 $ 55191 $ 26,333
Natural Gas Production (mmcf per day) .... 117.4 110.9 94.4
Average Natural Gas Price (per mcf) ...... $ 204 $ 223 $ 175
Crude Oil Production (barrels per day) ... 1,921 2,700 2,212
Average Crude Oil Price (per barrel) ..... $ 1474 $ 2077 $ 19.00
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Exploration and Production revenues and operatinitgor 1998 declined from 1997 as natural gad arude oil prices fell. Crude oil
production also decreased substantially due tgakeeof the Company's Austin Chalk production egrlhe first quarter. During 1998, the
Company recorded increases in its geophysical esqgeniry hole charges, and reserve for capitatizets of undeveloped leases.
Additionally, the Company incurred a $3,356,00@&tax charge as required by FAS 121 related toip®il and gas properties. A similar
charge of $662,000 was incurred during 1996, widlesuch write-down was incurred during 1997. Duidi®g7, dry hole expenses and
abandonment charges were lower than either 1999%98. The combination of high commodity prices panatuction volumes, and lower
costs resulted in a substantial operating incoroeease for 1997.

The Company anticipates that revenues and openatofid will be impacted by commaodity price voldtyl. To date, projected commaodity
prices for the remainder of 1999 are substantladiipw those prices averaged for 1998. Therefois likely that the Company's operating
profit for the coming year will be less than 1988Jess the Company experiences substantially loastis and expenses than in the previous
year, or production volume increases offset loveenimodity prices

In 1997, the Company recorded a one-time net ina@dection as a result of a Federal Energy Regyl@@ommission (FERC) order which
requires certain Kansas producers of natural gasate certain refunds of ad valorem tax reimbursgnweth interest, for tax bills rendered
between October 4, 1983, and June 28, 1988. Thep@uwyts total pre-tax adjustment of $6,700,000 ietua reduction of exploration and
production revenues of $2,700,000 and $4,000,006t@fest charges.

The Company's natural gas marketing subsidiarymidath & Payne Energy Services, Inc. (HPESI), degimost of its revenues from selling
natural gas produced by other unaffiliated compmanietal gas marketing revenues were $53,499,00098, $69,015,000 in 1997, and
$58,507,000 in 1996. Operating profit was $2,418,001998, $3,363,000 in 1997, and $3,415,000 B61@Additionally, the Company sells
most of its own natural gas production through HPBBvariable prices based on industry pricinglimalions or exchange quotations.
However, sales revenues for the Company's ownalagas production are reported by the Oil and Gasidn. HPESI sells most of its
natural gas with monthly or daily contracts tiedrtdustry market indices, such as inside FERC. Chmpany, through HPESI, has natural
gas delivery commitments for periods of less thgear for approximately 40 percent of its totalunat gas production. At times HPESI may
enter into fixed price natural gas sales contranta small portion (less than 10 percent) of itsirz gas sales portfolio for periods of less
than six months to guarantee a certain price. b fined price contracts existed at September 8081
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REAL ESTATE DIVISION revenues totaled $8,922,000 1898, $8,641,000 for 1997, and $8,082,000 fol619%e general economy in
Tulsa continued to be strong, thereby helping bthesbccupancy rates, revenues and operating pRefitenues and operating profit for 1997
also reflected the sale of a small parcel of lardafgain of $400,000. No material changes areigated in the Real Estate Division in 1999.

YEAR 2000 COMPLIANCE

Readers are cautioned that forward-looking statésneamtained in the following Year 2000 discusssbould be read in conjunction with the
Company's disclosures under the heading: "RISK FARE AND FORWARD-LOOKING STATEMENTS" (page 10). Thisscussion shall
constitute the Company's "Year 2000 Readiness @iact" within the meaning of the Year 2000 Inforimraiand Readiness Act.

THE COMPANY'S STATE OF READINESS

The Company has undertaken various initiativesiiateempt to ensure that its hardware, softwareegugpment will function properly with
respect to dates before and after January 1, ZFaGhis purpose, the phrase "hardware, softwatleegnipment” includes systems that are
commonly thought of as Information Technology () BYstems, as well as those Non-Information Teatmo("Non-IT") systems and
equipment which include embedded technology. ITesys include computer hardware and software, amer oelated systems. Non-IT
systems include certain oil and gas drilling anadpiction equipment, security systems and otheretiésteous systems. The Non-IT systems
present the greatest compliance challenge sincifidation of embedded technology is difficult abdcause the Company is, to a great
extent, reliant on third parties for Non-IT compiiz.

The Company has formed a Year 2000 ("Y2K") Projeam which is chaired by the Director of IT. Tharteincludes IT staff, corporate staff
and representatives from the Company's business Oiie Company has organized its compliance effotd a four-phase approach as
follows:

Phase 1: Identification - Identify and inventoryteréal components of Company operations and syswemch may be affected.
Phase 2: Assessment - Determine which hardwareyaaf and equipment must be modified, upgradeémaced.
Phase 3: Remediation - Modify, upgrade or replarecompliant hardware, software and equipment.

Phase 4: Testing - Fully test all IT systems wlaoh material to the Company's operations. Seldgttest those Non-IT systems and
equipment which are material to the Company's djpera

For the purposes of the Y2K Project material itemesthose items the Company believes to have @mwislving safety of individuals, dama
to the environment, material effect on revenuesaterial damage to property.
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The following represents the status of the Compgalfyand Non-IT Y2K Compliance:

S TATUS OF TARGET FOR
IT CO MPLETION COMPLETION
o Core accounting and operational Phas esl,2&3 March 1999
(mainframe) systems Comp lete; 4 in
Prog ress
0 Human Resources & Payroll Systems Phas esl,2&3 March 1999
Comp lete; 4 in
Prog ress
o0 Network Comp leted
o Desktop Computer Hardware Phas eslé&?2 March 1999
Comp lete; 3in
Prog ress
o Standard Company Desktop Phas eslé&?2 March 1999
Computer Software Comp lete; 3 in
Prog ress
0 Business Unit User Software Phas e 1in Progress September 1999
NON-IT
o Systems and Equipment Phas eslé&2in September 1999
Prog ress

As reflected in the above table, the Company thénprocess of identifying embedded technologydetdrmining the extent to which such
technology is Y2K compliant. As part of this prosethe Company has mailed letters to its signitie@mdors and service providers to
confirm that the products and services purchased fir by such entities are Y2K compliant. Also, @@mpany is in the process of obtaining
information from significant customers regarding #xtent to which Y2K issues may affect the amaitititusiness the Company currently
conducts with such customers. As of December 1981the Company had received responses from appabefy 32 percent of such vendors
and service providers. Approximately 70 percerthefvendors and service providers contacted hawaded written assurances that they
expect to be Y2K compliant on a timely basis. Adal-up mailing to significant vendors and servigesviders that did not initially respond,
or whose responses were deemed unsatisfactoryhevidbmpleted by December 31, 1998. As a restltesfe activities, the Company expects
discussions will be conducted with such vendorsserdice providers to determine the most effectimeitions to Y2K compliance issues.

THE COST TO ADDRESS Y2K ISSUES

The Company believes that the cost of its Y2K Ritophiould not exceed $1,000,000, including cosengbloyees working on the Y2K
Project. Costs incurred for new software and hardwarchases are being capitalized, and other aostiseing expensed as incurred. The
costs relating to the Company's Y2K Project ard [fram the Company's general funds. To date, thaegamy has incurred Y2K Project costs
of approximately $500,000. This expenditure manehates to repair, upgrading and replacement cftiexj
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software and hardware, and solicitation and evilnaif information received from significant vendpservice providers, or customers. The
$1,000,000 figure does not include the costs aéprshdent Y2K consultants. The Company has notrdeted whether it will engage
independent Y2K consultants. The cost of such dtar#is would not be material to the Company.

THE COMPANY'S CONTINGENCY PLAN

The Company is in the process of developing itdingency plans on a business unit and departmbati$. These plans are expected to be
complete by April 1, 1999. These contingency phaiikinclude, but will not be limited to:

development of backup and recovery proceduresif@yistems; remediation of existing systems or egeift; installation of new systems or
equipment; stockpiling of Y2K compliant goods amgbglies; stockpiling old equipment which does nmttain embedded technology;
replacement of current services with temporary mbprocesses; finding non-technological alternatiwesources for information; or
identification of alternative suppliers or outsdagesubcontractors who stand ready to receive @rige material goods, equipment and
services as part of its contingency plan. The Comes engaged a computer recovery services ctmti@sea potential source of auxiliary
computer systems.

THE RISKS OF THE COMPANY'S Y2K ISSUES

The Company is in the process of completing anyaisbf the operational problems and costs (indgdidss of revenues) that would be
reasonably likely to result from the failure by tBempany or certain third parties to complete ¢ffoecessary to achieve Y2K compliance
a timely basis. The Company presently believesttial' 2K issue will not pose significant operatibpeoblems for the Company. However,
if all significant Y2K issues are not properly iddied, or assessment, remediation and testingnareffected timely, there can be no
assurance that Y2K issues will not materially addeasely impact the Company's results of operatiliopsidity and financial condition or
materially and adversely affect the Company's ietahips with customers, vendors, or others. Addidily, there can be no assurance tha
lack of Y2K compliance by other entities will naive a material and adverse impact on the Compapgistions or financial condition.

The preceding Y2K disclosure is based upon ceftaimard-looking information including, but not liteid to, the dates on which the
Company believes that various phases of the Y2KeBravill be completed. This forwardoking information is based on Management's ¢
faith estimates. These estimates were derivediatijiinumerous assumptions of future events, inolyithie continued availability of certain
resources, thirgharty plans and other factors. However, there @andguarantee that these estimates will be adtjewehat there will not £

a delay in, or increased costs associated withptpéementation of the Y2K Project. Specific fastdhat might cause differences between the
estimates and actual results include, but areimited to, the
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availability and cost of personnel trained in thaseas, the ability to locate and correct all ratdxcomputer code, timely responses to and
corrections by third-parties and suppliers, thditgtib implement interfaces between the new systamd the systems not being replaced, and
similar uncertainties. Due to the general uncetyairherent in Y2K issues, including the uncertgiof third party Y2K compliance, the
Company cannot ensure its ability to timely and-affectively resolve problems associated with Y28uiss that may affect its operations
business, or expose it to third-party liability.

LIQUIDITY AND CAPITAL RESOURCES

In response to improved industry conditions in 188d early 1998, the Company increased its cagifaenditures to a total of $266,299,000
in 1998, from $161,177,000 in 1997, and $109,985j80.996. Net cash provided from operating ad#sifor those same time periods were
$113,533,000 in 1998, $165,568,000 in 1997, and 23,000 in 1996. In addition to the net cash ey by operating activities, the
Company also generated net proceeds from the Splartfolio securities of $73,949,000 in 1998, $8300 in 1997, and $619,000 in 1996.
In June 1998, the board of directors authorizedbmpany to repurchase up to 2,000,000 shares owih stock during a period of one year.
A total of 999,100 shares were repurchased in H9@8total cost of $19,112,000. During 1998, thenBany paid a dividend of $0.275 per
share, or a total of $13,802,000, representin@tk consecutive year of dividend increases.

Due to the need for additional funds resulting frameduction in operating cash flow, a significeattrease in capital expenditures, and the
stock buyback program, the Company increased #@8adble short-term lines of credit and obtainedgld@rm financing. On September 30,
1998, the Company had $94.8 million in short-teehtdborrowings, which had a weighted average ntgtafilé days and a weighted
average interest rate of approximately 6 percestddéscribed in Note 2 of Notes to Consolidated ére Statements, in October 1998, the
Company obtained an additional $50 million in Iclegm debt proceeds which was used to pay off deom-borrowings at September 30,
1998. The $50 million of long-term debt mature®ictober 2003. The interest rate on this debt flatetsi based on 30-day London Interbank
Offered Rate (LIBOR), however, simultaneous to inang the $50 million in longerm debt proceeds the Company entered into a $6ny
interest rate swap agreement with a major natibaak. The swap effectively fixes the interest @ighis facility at 5.38% for the entire 5
year term of the note. The Company's interestrisiteexposure results predominately from fluctuasiorelative to its shc-term bank
facilities, in short-term interest rates as measimethe 30-day LIBOR. The Company generally bogdar 30-day time periods, and can fix
its interest rate for 30-day increments at spreadging from 35 to 45 basis points over LIBOR. Eweéth the additional borrowings, the
Company's balance sheet is strong. Current ratios¥98 and 1997 are 1.5 and 1.7, respectivehal tank borrowings to total assets were
nine percent
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in 1998, and less than one percent in 1997. Aduitlg, the Company manages a large portfolio ofketable securities that, at the close of
1998, had a market value of $227,415,000, withst basis of $112,192,000. The portfolio, heaviljghéed in energy stocks, is subject to
fluctuation in the market and may vary considerablgr time. The portfolio is marked to market oa @ompany's balance sheet for each

reporting period.

Capital expenditures budgeted for 1999 are sigifiy less than those incurred during 1998. Thendt& reduction in crude oil prices and
the softness in natural gas prices have causedanlbreduction in planned capital projects by @@mpany's contract drilling customers. As
a result, there are far fewer projects contempléied999. Although budgeted capital expendituragehbeen cut back dramatically for 1999,
the Company has substantial additional borrowingacey and could liquidate positions in its porifiobf equity securities should additional

funds be needed.

STOCK PORTFOLIO HELD BY THE COMPANY

Nu
September 30, 1998 S
Occidental Petroleum Corporation ....... 1,0
Atwood Oceanics, Inc. .........cc....... 3,0
Schlumberger, Ltd. .........ccccuvnee 1,4

SUNOCO, InC. ...ccvvviiiiiininne 3
Phillips Petroleum Company ............. 2

BANC ONE CORPORATION ...........c...... 2

Oryx Energy Company .........cccc....... 5
ONEOK, INC. ..cocvviiiiriiiiiiine 2
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mber of

hares

Book Value

Market Value

(in thousands,except share amounts)

00,000
00,000
80,000
12,546
40,000
00,000
00,000
25,000

$ 23775 $ 21,500
35,422 62,437
23,511 75,295

3,192 10,001
5,976 10,830
2,250 8,488
4,899 6,469
2,751 7,650
10,416 24,745
$ 112,192 $ 227,415




CONSOLIDATED STATEMENTS OF INCOME

HELMERICH & PAYNE, INC.

Years Ended September 30 , 1998 1997 1996

(in thousands,
except per share amounts)

REVENUES:
Sales and other operating revenues ........... $ 592,037 $ 506,422 $ 387,473
Income from investments ...................... 44,603 11,437 5,782

636,640 517,859 393,255

COSTS AND EXPENSES:

Operating COStS ......ccceviivereriiiineeenns 346,066 276,094 229,584
Depreciation, depletion and amortization ..... 88,350 71,691 59,442
Dry holes and abandonments ................... 11,572 7,783 7,986
Taxes, other than income taxes 25,728 21,318 16,939
General and administrative ................... 11,762 9,346 9,083
INterest ... 942 4,212 678

484,420 390,444 323,712

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME

TAXES AND EQUITY IN INCOME OF AFFILIATE ...... 152,220 127,415 69,543
INCOME TAX EXPENSE ......ccoovvvieiiiiieeeenns 56,677 45,511 25,803
EQUITY IN INCOME OF AFFILIATE

net of income taxes ......ccccccceveveeeennn. 5,611 2,282 1,686
INCOME FROM CONTINUING OPERATIONS ................ 101,154 84,186 45,426
INCOME FROM DISCONTINUED OPERATIONS .............. - - 3,090
GAIN ON SALE OF DISCONTINUED OPERATIONS .......... - - 24,050
NET INCOME ....oovviiiiiiie e $ 101,154 $ 84,186 $ 72,566

BASIC EARNINGS PER COMMON SHARE:

INCOME FROM CONTINUING OPERATIONS ............ $ 203 $ 169 $ .92
INCOME FROM DISCONTINUED OPERATIONS .......... -- - .06
GAIN ON SALE OF DISCONTINUED OPERATIONS ...... - - 49

NET INCOME ......ccocoiviiiiiiiiiicii $ 203 $ 169 $ 147

DILUTED EARNINGS PER COMMON SHARE:
INCOME FROM CONTINUING OPERATIONS ............ $ 200 $ 167 $ 91
INCOME FROM DISCONTINUED OPERATIONS .......... -- - .06
GAIN ON SALE OF DISCONTINUED OPERATIONS ...... -- - .49

NET INCOME .......oooiiiiiiiiiiiiiiiienee $ 200 $ 167 $ 1.46

Note: Per share amounts reflect the effect of thedinber 3, 1997 tv-for-one common stock split and distribution (seseé\N4) and the
adoption of SFAS No. 128, "Earnings Per Share" [é&te 1). The accompanying notes are an integralgbahese statements.
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CONSOLIDATED BALANCE SHEETS

HELMERICH & PAYNE, INC.

ASSETS

CURRENT ASSETS:

Cash and cash equivalents
Short-term investments ...............cccee.
Accounts receivable, less reserve of $1,908 and
INVENLONIES ...oovveeeeeeeeeiecceiiies

Prepaid expenses and other

Total current assets .........ccccceevenee

INVESTMENTS ..o,

PROPERTY, PLANT AND EQUIPMENT, at cost:

Contract drilling equipment ...................
Oil and gas properties ........ccccccveeeeenn.
Real estate properties ..........cccceevunes
Other .....oooiiiiiiiiiiiiee s

Less--Accumulated depreciation, depletion and a

Net property, plant and equipment .........

OTHER ASSETS ..o,

TOTAL ASSETS ...

The accompanying notes are an integral part oktetements.

September 30, 1998 1997

(in thousands)

$ 24476 $ 279

262 1,3
119,395 98,6

25,401 19,6

14,811 10,3
................... 184,345 158,0
................... 200,400 323,5
................... 829,217 643,6
................... 435,747 409,9
................... 48,451 47,6
................... 65,120 59,6

1,378,535 1,160,8

mortization ....... 686,164 621,8
................... 692,371 539,0
................... 13,314 13,0
................... $ 1,090,430 $ 1,033,5
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LIABILITIES AND SHAREHOLDERS' EQUITY

CURRENT LIABILITIES:

Accounts payable ............ccceviiiiennns
Accrued liabilities .... .
Notes payable ..........ccccceevvivenniennns

Total current liabilities ...............

NONCURRENT LIABILITIES:

Long-term notes payable .
Deferred income taxes ........c.ccooevvveenns
Other ...ocvveiiiieee e

Total noncurrent liabilities ............

SHAREHOLDERS' EQUITY:

Common stock, $.10 par value, 80,000,000 shares

53,528,952 shares issued ..................

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

no shares issued
Additional paid-in capital ..
Retained earnings ............
Unearned compensation ........
Net unrealized holding gains ..................

Less treasury stock, 4,146,120 shares in 1998 a

Total shareholders' equity ..............

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY

September 30, 19

authorized,

The accompanying notes are an integral part oktetements.
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(in thousands)

41,851
38,833
44,800

5,353

59,004
16,875
(5,605)
54,689

$ 42,642
47,525
5,000

5,353
51,316
629,562

114,454




CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

HELMERICH & PAYNE, INC.

Net
Common Stock Additional  Unrealized
- e Paid-in Holding
Sh ares  Amount  Capital Gains

(in thousands, except per share amounts)

Balance, September 30, 1995 ............ 53, 529 $ 5,353 $ 45,760 $ 38,004
Change in net unrealized holding
gains, net of income

tax of $11,367 .....cccvevvvenennnn. - - - 18,546
Cash dividends ($.255 per share) ....... - - - -
Exercise of stock options .............. - - 2,197 --
Lapse of restrictions on

Restricted Stock Awards ............. -- -- (61) --
Forfeiture of Restricted Stock Award ... - - (162) -

Amortization of deferred
compensation ...........ccccuevenens - - - -
Net income ......ccccvvvvvveveenenennn. - - - -

Balance, September 30, 1996 ............ 53, 529 5,353 47,734 56,550
Change in net unrealized holding
gains, net of income tax

of $35,490 .....ccvevviiienn, - - - 57,904
Cash dividends ($.26 per share) ........ - - - -
Exercise of stock options .............. - - 3,306 --
Lapse of restrictions on

Restricted Stock Awards ............. - - 276 --

Amortization of deferred
compensation ........cccecceeeenn. - - - -
Net income ......ccccvvvvvvevenneeennn. - - - -

Balance, September 30, 1997 ............ 53, 529 5,353 51,316 114,454
Change in net unrealized holding

gains, net of income taxes

of $(36,631) ...ovvvvrieinen. - - - (59,765)
Cash dividends ($.275 per share) ....... - - - -
Exercise of stock options .............. - - 1,833 --
Purchase of stock for treasury ......... -- -- -- --
Stock issued under

Restricted Stock Award Plan ......... -- -- 5,757 --
Lapse of restrictions on
Restricted Stock Awards ............. -- -- 98 --

Amortization of deferred
compensation - - - -
Netincome .......cccccvvvvveveeeeennn. - - - -

Balance, September 30, 1998 53, 529 $ 5,353 $ 59,004 $ 54,689

Treasury Stock
Unear ned Retained ~  ---m-oemmmemmmeeeee-
Compens ation Earnings Shares Amount

(in thousands, except per share amounts)

Balance, September 30, 1995 ............ $ - $495,692 4,000 $(22,374)

Change in net unrealized holding

gains, net of income

tax of $11,367 .....ccevvuvereennn - -
Cash dividends ($.255 per share) ....... -- (12,670) - --
Exercise of stock options .............. -- -- (262) 1,274
Lapse of restrictions on

Restricted Stock Awards ............. - - - -
Forfeiture of Restricted Stock Award ... -- 272 20 (110)

Amortization of deferred

COMPEeNSation ...........coceeveene. - 1,683 - -
Netincome ........ccccoooeeeriiennnn. - 72,566 - -
Balance, September 30, 1996 ............ - 557,543 3,758 (21,210)

Change in net unrealized holding

gains, net of income tax

of $35,490 .....ccvvviiiienn, - -
Cash dividends ($.26 per share) ........ - (12,987) - -
Exercise of stock options .............. - - (257) 1,105
Lapse of restrictions on

Restricted Stock Awards ............. - -- - --



Amortization of deferred

compensation ...........cccccuevenes -- 820 - --
Netincome .........cceevvvvvvvvvnnnnnn. - 84,186 - -
Balance, September 30, 1997 ............ - 629,562 3,501 (20,105)

Change in net unrealized holding
gains, net of income taxes
Of $(36,631) ..eeeeveiiiiiieeiiis -

Cash dividends ($.275 per share) ....... - (14,007) - -
Exercise of stock options .............. -- -- (174) 1,015
Purchase of stock for treasury ......... -- -- 999 (19,112)
Stock issued under

Restricted Stock Award Plan ......... (6, 791) - (180) 1,034

Lapse of restrictions on

Restricted Stock Awards ............. -- -- -- --
Amortization of deferred

compensation 1, 186 166 -- -
Net income ......ccccvvvvvveveenenennn. -- 101,154 -- -

605) $ 716,875 4,146  $(37,168)

Note: Share and per share amounts reflect theteffehe December 3, 1997 t-for-one common stock split and distribution (semd\4).
The accompanying notes are an integral part okteegements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

HELMERICH & PAYNE, INC.

Years E nded September 30, 1998 1997 1996

(in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
NEetiNCOME ...ooovvviiiiiiiiiiciivcee e $101,154 $ 84,186 $ 72,566
Adjustments to reconcile net income to net
cash provided by operating activities:

Depreciation, depletion and amortization.. . 88,350 71,691 59,442
Dry holes and abandonments ................ . 11,572 7,783 7,986
Equity in income of affiliate before income (9,050) (3,680) (2,720)
Amortization of deferred compensation ..... 1,352 820 1,683
Gain on sale of securities ................ (38,421) (4,697) (566)

Loss (gain) on sale of property, plant and (2,951) (4,545) 303
Discontinued operations -- - (27,140)
Other-net .......cccoeevveeeiieeeee 974 1,897 473
Change in assets and liabilities:
Accounts receivable (20,698) (23,323) (18,340)
Inventories .......c.ccocceeeeinennen. (5,762) (2,724) 2,435
Prepaid expenses and other ............. (4,682) (5,020) 1,706
Accounts payable ............cccco...... (194) 18,619 (1,115)
Accrued liabilities ................... (8,692) 15,582 14,237
Deferred income taxes ......ccccceeeeeee. i, (1,231) 7,506 6,668
Other noncurrent liabilities ........... 1,812 1,473 3,802
Total adjustments .......cccccceeeeeeees s 12,379 81,382 48,854
Net cash provided by continuing activ ities ..o 113,533 165,568 121,420
Net cash provided by discontinued ope rations ........... -- -- 3,503
Net cash provided by operating activi tieS vveeeiins 113,533 165,568 124,923
CASH FLOWS FROM INVESTING ACTIVITIES:
Capital expenditures, including dry hole costs . (266,299)  (161,177) (109,985)
Proceeds from sale of property, plant and equipm 15,414 9,432 3,987
Purchase of investments .............ccc.ee... -- (1,091) (1,196)
Proceeds from sale of securities .. 73,949 8,557 619
Discontinued operations ........................ -- -- (2,746)
Purchase of short-term investments ............. -- (313) -
Proceeds from sale of short-term investments ... 1,056 - 7,984
Net cash used in investing activites Ll (175,880)  (144,592) (101,337)
CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from notes payable .................... 169,800 34,000 35,000
Payments made on notes payable (80,000) (34,000) (51,700)
Dividends paid .........ccceeeiiieiiieninnne (13,802) (12,970) (12,530)
Purchases of stock for treasury ................ (19,112) - -
Proceeds from exercise of stock options ........ 1,974 3,065 2,993
Net cash provided by (used in) financ ing activities .... 58,860 (9,905) (26,237)
NET INCREASE (DECREASE) IN CASH AND CASH
EQUIVALENTS ..ot e (3,487) 11,071 (2,651)
CASH AND CASH EQUIVALENTS, beginning of period .... ... 27,963 16,892 19,543
CASH AND CASH EQUIVALENTS, end of period ........... e, $ 24,476 $ 27,963 $ 16,892

The accompanying notes are an integral part okteegements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

HELMERICH & PAYNE, INC. September 30, 1998,1997 dra96

NOTE 1 SUMMARY OF ACCOUNTING POLICIES

CONSOLIDATION -

The consolidated financial statements include te®ants of Helmerich & Payne, Inc. (the Compangy all of its wholly-owned
subsidiaries. Fiscal years of the Company's fore@rsolidated operations end on August 31 to fatdlireporting of consolidated results.

TRANSLATION OF FOREIGN CURRENCIES -

The Company has determined that the functionakaay for its foreign subsidiaries is the U.S. dolEhe foreign currency transaction loss
for 1998 and 1997 was $1,953,000 and $452,000ectisply, with a gain for 1996 of $764,000.

USE OF ESTIMATES -

The preparation of financial statements in conftymiith generally accepted accounting principleguiees management to make estimates
and assumptions that affect the amounts reporttteigonsolidated financial statements and accogipgmotes. Actual results could differ
from those estimates.

PROPERTY, PLANT AND EQUIPMENT -

The Company follows the successful efforts methfogicoounting for oil and gas properties. Under thethod, the Company capitalizes all
costs to acquire mineral interests in oil and gaperties, to drill and equip exploratory wells winifind proved reserves and to drill and ec
development wells. Geological and geophysical ¢calgkay rentals and costs to drill exploratory welhich do not find proved reserves are
expensed. Capitalized costs of producing oil aredpyaperties are depreciated and depleted by tiv@iaproduction method based on proved
developed oil and gas reserves determined by thep@oy and reviewed by independent engineers. Resare recorded for capitalized c«

of undeveloped leases based on management's estifiracoverability. Costs of surrendered leasexharged to the reserve.

In accordance with Statement of Financial Accounfitandards (SFAS) No. 121 "Accounting for the limpant of Long-Lived Assets and

for Long-Lived Assets to be Disposed Of", the Compeecognizes impairment losses for long-lived tssesed in operations when indicators
of impairment are present and the undiscounted ft@sis are not sufficient to recover the carryimgaunt of the asset. In 1998, the Company
recognized an impairment charge of approximately $illion for proved Exploration and Productioroperties which is included in
depreciation, depletion and amortization expens$rAax, the impairment charge reduced 1998 rairime by approximately $3.4 million,
$0.07 per share on a diluted basis. The Compariyates impairment of exploration and productioretssn a field by field basis. Fair value
on all long- lived assets are based on discountentd cash flows or information provided by saled purchases of similar assets.

Substantially all property, plant and equipmentotinan oil and gas properties is depreciated ubiagtraight-line method based on the
following estimated useful lives:

YEARS
Contract drilling equipment...............cc....... .. 4-10
Real estate buildings and equipment................ ... 10-50
Other. ..o 3-33

CASH AND CASH EQUIVALENTS -

Cash and cash equivalents consist of cash in tErkivestments readily convertible into cash wimiature within three months from the
date of purchase.

INVENTORIES -
Inventories, primarily materials and supplies, aakied at the lower of cost (moving average oralor market.

DRILLING REVENUE -



Substantially all drilling contracts are dayworlntacts and drilling revenues and expenses argnésd as work progresses.
GAS IMBALANCES -

The Company recognizes revenues from gas wella®sdles method, and a liability is recorded fomament imbalances.
INVESTMENTS -

The cost of securities used in determining realgaids and losses is based on average cost oétheity sold.

Investments in companies owned from 20 to 50 perenaccounted for using the equity method with@Gompany recognizing its
proportionate share of the income or loss of eaekstee. The Company owned 22 percent and 23.8mest Atwood Oceanics, Inc.
(Atwood) at September 30, 1998 and 1997, respéytilrefiscal 1998, the Company sold 200,000 shafestwood for a sales price of
approximately $11.0 million and realized a pre-gain of $8.6 million. The quoted market value af thbompany's investment was
$62,437,500 and $180,200,000 at September 30, 4998997, respectively. Retained earnings at SdjteB80, 1998 includes approximat
$15,141,000 of undistributed earnings of Atwood.
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Summarized financial information of Atwood is aidurs:

1998 1997 1996
(in thousands)
GrOSS IEVENUES .....oocovvveeireecreeareeenne $ 151,809 $ 89,082 $ 84,760
Costs and eXPENSES .........occuveeeerivereennns 112,445 73,463 73,392
Net iNCOME .......cceeeeveeeiiieciieeciee . $ 39,364 $ 15619 $ 11,368

Helmerich & Payne, Inc.'s equity in net income,
net of incCome taxes ..........ccoceeveeuenn. $ 5611 $ 2282 $ 1,686

Current assets .......cocvveeeevcveeeeeennennn. $ 51,587 $ 47,961 $ 44,170
Noncurrent assets . 230,150 168,279 115,139
Current liabilities ....... 26,723 19,621 18,019
Noncurrent liabilities ...........ccccccveeeeenn. 91,248 73,930 35,736
Shareholders' equity ......c.ccccvvvvveveenenennn. 163,766 122,689 105,554
Helmerich & Payne, Inc.'s investment ............. $ 35422 $ 28,895 $ 25,215

INCOME TAXES -

Deferred income taxes are computed using the itigloilethod and are provided on all temporary dédferes between the financial basis and
the tax basis of the Company's assets and liasiliti

OTHER POST EMPLOYMENT BENEFITS -

The Company sponsors a health care plan that prsyidst retirement medical benefits to retired eyges. Employees who retire after
November 1, 1992 and elect to participate in tla play the entire estimated cost of such ben

The Company has accrued a liability for estimatedkers compensation claims incurred. The liabfiityother benefits to former or inactive
employees after employment but before retiremenbtsnaterial.

EARNINGS PER SHARE -

Basic earnings per share is based on the weightege number of common shares outstanding dunmgériod. Diluted earnings per share
includes the dilutive effect of stock options ardtricted stock. The earnings per share amountthemumber of shares for 1997 and 1996
have been restated to reflect the adoption of St of Financial Accounting Standards (SFAS) N&8,T'Earnings Per Share" (see Note 5).

DERIVATIVES -

The Company did not utilize financial or commodigrivative instruments to hedge its market riskgrgo fiscal 1999. As described in N¢

2, the Company entered into an interest rate s\gegeanent in October 1998. This agreement involleskchange of an amount based on a
fixed interest rate for an amount based on a viigberest rate without an exchange of the notianzount upon which the payments are
based. The difference to be paid or received wilabcrued and recognized as an adjustment of shtexpense beginning in fiscal 1999.
Gains and losses from termination of interest satap agreements are deferred and amortized agustnadnt to interest expense over the
original term of the terminated swap agreement.

NOTE 2 NOTES PAYABLE AND LONG-TERM DEBT

At September 30, 1998, the Company had committed liaes totaling $80 million; $20 million may betrowed through February 1999,

$50 million may be borrowed through May 1999, a#@ #illion may be borrowed through May 2000. Adutially, the Company had
uncommitted credit facilities totaling $38 millio€ollectively, the Company had $94.8 million in standing borrowings and outstanding
letters of credit totaling $8.2 million against sledines at September 30, 1998. The average rateedsorrowings at September 30, 1998, was
approximately 6 percent. Under the line of creditt@ments the Company must meet certain requiremegarding levels of debt, net worth
and earnings.

In October 1998, the Company obtained an additi&Balmillion committed facility which matures in @ber 2003 and bears interest based
on a spread over LIBOR. The Company borrowed $3lomiwhich was used to pay a portion of the daltstanding at September 30, 1998.
Based on the Company's ability and intent to refesa portion of its current borrowings on a I-term basis, the Company reclassified



million of the $94.8 million in borrowings to longrm debt on its September 30, 1998, balance sépetsenting the Company's fully drawn
position on the new facility. Concurrent with the0$million borrowing, the Company entered into ge& interest rate swap with a notional
value of $50 million to convert the $50 million 8iting rate facility to a fixed effective rate oBB.percent. The interest rate swap closely
correlates with the terms and maturity of the $5llion facility.

In October 1998, the Company obtained an additi&@&Imillion uncommitted facility which expires April 1999. At the end of October
1998, the Company had utilized $5 million of thasifity.
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NOTE 3 INCOME TAXES

The components of the provision (credit) for inca@pees from continuing operations are as follows:

Years Ended September 30, 1998 1997 1996

(in thousands)

CURRENT:
Federal .....cooenienenenen. $ 36,705 $ 18,582 $ 8,909
FOrEIgN ..o 18,728 17,214 11,037
SEALE v 4,751 2,190 1,050
60,184 37,986 20,996
DEFERRED:
Federal ..o, (4,108) 6,349 3,757
Foreign .....ccccvveeeveveeeeeennnnnn, 927 603 725
SEALE .o (326) 573 325
(3,507) 7,525 4,807
TOTAL PROVISION: ...c..coevmiiiinen. $ 56,677 $ 45511 $ 25,803
The amounts of domestic and foreign income arelésifs:
Years Ended September 30 , 1998 1997 1996

(in thousands)

INCOME FROM CONTINUING OPERATIONS BEFORE INCOME
TAXES AND EQUITY IN INCOME OF AFFILIATE:
DOMESLIC ..cvveveiiieciiieee e $106,228 $ 84,723 $ 41,299
FOreign ......ceeeveveveeeeeieiieiiines 45,992 42,692 28,244

$152,220 $127,415 $ 69,543

Effective income tax rates on income from contiguaperations as compared to the U.S. Federal incarmate are as follows:

Years Ended September 30, 1998 1997 1996
U.S. Federal income tax rate ..........ccccec... 35% 35% 35%
Dividends received deduction ..................... - 1) 1)
Effect of higher foreign tax rates 2 1 2
Non-conventional fuel source credits utilized .... -- -- Q)
Other, Net .....cocviiiiiieieees - 1
Effective income tax rate .............cocveeee. 37% 36% 37%

The components of the Company's net deferred ahiities are as follows:

September 30, 1998 1997

DEFERRED TAX LIABILITIES:

Property, plant and equipment $ 59 413 $ 56,328
Available-for-sale securities 41 ,154 85,378
Pension provision 4 ,602 4,738
Equity investment 9 ,006 6,238
Other -- 308
Total deferred tax liabilities 114 ,175 152,990

DEFERRED TAX ASSETS:



,853 8,929

Financial accruals 8
Other 1 ,853 2,730
Total deferred tax assets 10 , 706 11,659
NET DEFERRED TAX LIABILITIES $ 103 469  $ 141,331
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NOTE 4 SHAREHOLDERS' EQUITY

On December 3, 1997, the board of directors dettlarsvo-for-one common stock split and distributiapproximately 26.8 million shares
were issued on December 31, 1997 to stockholdemscofd on December 15, 1997. All references irfitlencial statements and notes to the
number of common shares outstanding, options andhage amounts reflect the impact of the spilit.

In June 1998, the board of directors authorizedéperchase of up to 2,000,000 shares of its constauk in open market or private
transactions. The repurchased shares will be hettdasury and used for general corporate purpgnsksling use in the Company's benefit
plans. During fiscal 1998, the Company purchaséj19® shares at a total cost of approximately $i/g&om

The Company has several plans providing for comstock-based awards to employees and to non-emptbseaors. The plans permit the
granting of various types of awards including stopkions and restricted stock. Awards may be grhftieno consideration other than prior
and future services. The purchase price per sbastdck options may not be less than the marke¢ @f the underlying stock on the date of
grant. Stock options expire 10 years after grant.

The Company has reserved 1,549,920 shares oé#sury stock to satisfy the exercise of stock ogtissued under the 1982 and 1990 Stock
Option Plans. Effective December 4, 1996, addifiopéions are no longer granted under these pfapsons granted under the 1982 plan
vest over a period of nine years while options tgamunder the 1990 plan generally vest over a sgganperiod. Options granted under both
plans become exercisable in increments as outliméte plans.

In March 1997, the Company adopted the 1996 Stockrtive Plan (the "Stock Incentive Plan"). Thec8tmcentive Plan was effective
December 4, 1996, and will terminate December B8620nder this plan the Company is authorized &mgoptions for up to 4,000,000

shares of the Company's common stock at an exgydnot less than the fair market value of themon stock on the date of grant. Up to
600,000 shares of the total authorized may be gdatat participants as restricted stock awards. €rte®nber 30, 1998, 3,280,000 shares were
available for grant under the Stock Incentive Plan.

On September 30, 1998, 420,000 shares were awaflabyrant under the Stock Incentive Plan asiotett stock awards. In fiscal 1998,
180,000 shares of restricted stock were grantadaaighted-average price of $37.73 which approx@chdair market value at the date of
grant. Unearned compensation of $6,791,000 is beimgrtized over a five-year period as compensatiqense.

The following summary reflects the stock option\atst and related information (shares in thousands)

1998 1997 1996
Weighted-Average Weighted-Average Weighted-Average
Shares Exercise Price  Shares  Exercise Price Shares Exercise Price

Outstanding at October 1, 1,745 $ 16.44 1,708 $ 13.63 1682 $ 13.20
Granted 544 36.84 393 26.07 494 14.00
Exercised (175) 12.15 (270) 13.03 (280) 11.76
Forfeited/Expired (24) 17.54 (86) 14.89 (188) 13.53
Outstanding on September 30, 2,090 $ 22.09 1,745 $ 16.44 1,708 $ 13.63
Exercisable on September 30, 453 $ 1563 135 ¢ 1222 148 ¢ 13.07
Shares available on September 30,
for options that may be granted 3,280 4,000 652

The following table summarizes information abowic&toptions at September 30, 1998 (shares in timols3a

Outstanding S tock Options Exercisable Stock O ptions
Weighted-Ave rage
Range of Remaining Contr actural Weighted-Average Weighted -Average
Exercise Prices  Shares Life Exercise Price Shares Exercis e Price
$12.00 to $14.00 927 6.0 years $13.54 307 $ 13.21
$14.01 to $16.50 244 1.4 years $15.75 73 $ 15.26
$16.51 to $26.50 379 8.2 years $26.06 73 $ 26.06
$26.51 to $37.00 540 9.2 years $36.84 - -
$12.00 to $37.00 2,090 6.7 years $22.09 453 $ 15.63

During fiscal year 1997, the Company adopted SFA% As permitted by SFAS 123, the Company has eetct continue to apply the
recognition and measurement provisions of Accognirinciples Board Opinion No.25, "Accounting fdo&k Issued to Employees" (APB
25). As stock options issued by the Company aralequat least market price on the date of gramgampensation expense is recogni



under APB 25. The following table reflects pro fermet income and earnings per share had the Congbected to adopt the fair value
approach of SFAS 123:
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Years Ended September 30, 1998 1997 1996

(in thou sands, except per share data)

Net Income:

As reported..........c....c....... $ 101,154 $ 84,186 $ 72,566

Pro forma........ccccoceeenen. 99,437 83,531 72,318
Basic earnings per share:

As reported............eeeeneee 2.03 1.69 1.47

Pro forma.......ccccccveeeene 1.99 1.68 1.46
Diluted earnings per share:

As reported............oeeeeee 2.00 1.67 1.46

Pro forma........cccccveeenne 1.97 1.65 1.45

These pro forma amounts may not be representdtifigume disclosures since the estimated fair valugtock options is amortized to expe
over the vesting period, and additional options feygranted in future years.

The weighted-average fair values of options attheint date during 1998, 1997 and 1996 were $14830 and $4.83, respectively. The
estimated fair value of each option granted isudated using the Black-Scholes option-pricing modék following summarizes the
weighted-average assumptions used in the model:

1998 1997 1996
Expected years until exercise ... 7.0 6.7 7.5
Expected stock volatility ....... 34% 27% 25%
Dividend yield .................. 1.6% 1.0% 1.4%
Risk-free interest rate ......... 5.9% 6.1% 5.7%

On September 30, 1998, the Company had 49,382@3aading common stock purchase rights ("Righgsitsuant to terms of the Rights
Agreement dated January 8, 1996. Under the terrtteedRights Agreement each Right entitled the hdildereof to purchase from the
Company one half of one unit consisting of one thwatsandth of a share of Series A Junior Partitigd®referred Stock ("Preferred Stock™),
without par value, at a price of $90 per unit. Bixercise price and the number of units of Prefegtdk issuable on exercise of the Rights
are subject to adjustment in certain cases to ptalikition. The Rights will be attached to the eoom stock certificates and are not
exercisable or transferrable apart from the comsiook, until 10 business days after a person aeslit% or more of the outstanding
common stock or 10 business days following the cemoement of a tender offer or exchange offer tlmtlevresult in a person owning 15%
or more of the outstanding common stock. In thenetlee Company is acquired in a merger or certdirrdousiness combination transactions
(including one in which the Company is the surviygorporation), or more than 50% of the Companséets or earning power is sold or
transferred, each holder of a Right shall haveitite to receive, upon exercise of the Right, commtwck of the acquiring company having a
value equal to two times the exercise price ofRfght. The Rights are redeemable under certaimcistances at $.01 per Right and will
expire, unless earlier redeemed, on January 38B.Zlong as the Rights are not separately trarsdfte, the Company will issue one half of
one Right with each new share of common stock hsue

NOTE 5 EARNINGS PER SHARE

A reconciliation of the weighted-average commorrab@utstanding on a basic and diluted basis fisliasvs:

(in thousands) 1998 1997 1996
Basic weighted-average shares .... 49,948 49,779 49,380
Effect of dilutive shares:
Stock options .................. 595 747 322
Restricted stock ............... 22 35 46
617 782 368
Diluted weighted-average shares ..... 50,565 50,561 49,748

Restricted stock of 180,000 shares at a weightedage price of $37.73 and options to purchase 90%0hares of common stock at a
weighted-average price of $32.40 were outstandir8eptember 30, 1998, but were not included irctimputation of diluted earnings per
common share. Inclusion of these shares would bdilative, as the exercise prices of the optiorseed the average market price of the
common shares.



NOTE 6 FINANCIAL INSTRUMENTS
Notes payable bear interest at market rates ancharned at cost which approximates fair value. €stmated fair value of the Compan
available-for-sale securities is primarily basedchmarket quotes.

The following is a summary of available-for-salewaties, which excludes those accounted for uttdeequity method of accounting (see
Note 1):

Gross Gross Estimated
Un realized Unrealized Fair
Cost Gains Losses Value

(in thousands)

Equity Securities:
September 30, 1998 $ 76,770 $ 93,364 $ 5,156 $ 164,978
September 30, 1997 $ 110,011 $ 184,708 $ 104 $ 294,615
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During the years ended September 30, 1998, 19971996, marketable equity available-for-sale s¢iegrivith a fair value at the date of sale
of $62,792,000, $8,557,000 and $619,000, respégtimere sold. The gross realized gains on suatsgaf available-fosale securities totalr
$30,820,000, $4,697,000 and $596,000, respectiaealy the gross realized losses totaled $1,034%Wand $30,000, respectively.

NOTE 7 DISCONTINUED OPERATIONS

Effective August 30, 1996, the Company exchangkdfdhe common stock of its wholly owned subsigliadatural Gas Odorizing, Inc.
(NGO), to Occidental Petroleum Corporation (OPQ)Z®18,928 shares of OPC common stock with anfiairket value of approximately $
million. The sale yielded a gain of $24.1 milliamef of deferred income taxes of approximately $1dil8on) which is reported as gain on
sale of discontinued operations. NGO comprisedtimpany's chemical operations. Operating result996 for such operations are repo
as discontinued operations. Income from discontimygerations has been reduced for income taxeg 5%&,000 for 1996.

NOTE 8 EMPLOYEE BENEFIT PLANS

In February 1998, the FASB issued statement No."E&®loyers' Disclosures About Pensions and OtlostrEetirement Benefits”, that
supersedes the disclosure requirements of FASETiployers' Accounting for Pensions”, and FAS 1@nployers' Accounting for
Postretirement Benefits Other Than Pensions". Alghostatement 132 is effective for fiscal yearsitntigg after December 15, 1997, the
Company has elected early adoption in fiscal 189®r year disclosures have been restated for caatipa purposes.

CHANGE IN BENEFIT OBLIGATION:

Years ended September 30, 1998 1997

(in thousands)

Benefit obligation at beginning of year ........... .. $ 33913 $ 23534
SErVICe COSt ..uvvvieiiiiiieeeeiiee e 2,836 2,114
INterest COSt .....coocvvveeeiiiieieeieeeeee 2,430 1,797
Actuarial l0SS .........ccovvveiriiiieciiieene. 231 7,179
Benefits paid ........cccoociiiiiiiis (2,456) (711)
Benefit obligation at end of year ................. ... $ 36,954 $ 33,913

CHANGE IN PLAN ASSETS:

Years Ended September 30, 1998 1997

(in thousands)

Fair value of plan assets at beginning of year .... ... $ 53834 $ 42,609
Actual return on plan assets ............cccce..... 194 11,936
Benefits paid ......cccccceeveeeeeiiiiniis (2,456) (7112)
Fair value of plan assets at end of year .......... ... $ 51572 $ 53834
Funded status of the plan ................c........ .. $ 14618 $ 19,921
Unrecognized net actuarial gain ................... (1,647) (6,291)
Unrecognized prior service Cost ................... 1,263 1,501
Unrecognized net transition asset ................. (2,159) (2,698)
Prepaid benefit cost ...........ccceevirennnnn. .. $ 12,075 $ 12,433

WEIGHTED-AVERAGE ASSUMPTIONS:

Years Ended September 30, 1998 1997 1996
Discount rate ...........ccoevvvenen. 6.75% 7.25% 7.75%
Expected return on plan ................ 8.50% 9.00% 8.50%

Rate of compensation increase .......... 5.00% 5.50% 5.00%



COMPONENTS OF NET PERIODIC BENEFIT COST:

Years Ended September 30, 19 98 1997 1996

(in thousands)

Service CoSt ....oevvveieiiiaiinne $ 2,836 $ 2114 $ 1,979
Interest cost ..........oeeeiiiininens 2,430 1,797 1,553
Expected return on plan assets ......... ( 4,542) (3,592) (3,214)
Amortization of prior service cost ..... 238 239 238
Amortization of transition asset ....... (540) (540) (542)
Recognized net actuarial gain .......... (65) (66) -

Net pension expense (credit) ........... $ 357 $ 48) $ 14
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DEFINED CONTRIBUTION PLAN:

Substantially all employees on the United Statgsgiof the Company may elect to participate ie thompany sponsored Thrift/401(k) Plan
by contributing a portion of their earnings. Then@@@ny contributes amounts equal to 100 percerteofitst five percent of the participant's
compensation subject to certain limitations. ExgenSompany contributions were $3,009,000, $2,2%5z0@ $1,908,000 in 1998, 1997 and
1996, respectively.

NOTE 9 ACCRUED LIABILITES

Accrued liabilities consist of the following:

September 30, 199 8 1997
( in thousands)
Accrued royalties payable .............. $ 6, 997 $ 8,687
Accrued taxes payable - operations ..... 5, 990 6,540
Accrued ad valorem tax ................. 5, 907 6,700
Accrued income taxes payable ........... 4, 487 9,371
Accrued workers compensation claims .... 3, 000 3,087
Other ...oovviriiviiricsceen, 12, 452 13,140
$ 38 833 $ 47,525

NOTE 10 SUPPLEMENTAL CASH FLOW INFORMATION

Years Ended September 30, 1998 1997 1996

(in thousands)

Cash payments:

Interest paid ................... $ 1,721 $ 357 $ 798
Income taxes paid:

Continuing operations ......... $ 61,056 $ 36,347 $ 15,491
Discontinued operations ....... $ - $ - $ 2,563

NOTE 11 RISK FACTORS

CONCENTRATION OF CREDIT -

Financial instruments which potentially subject @@mpany to concentrations of credit risk consishprily of temporary cash investments
and trade receivables. The Company places its teanpoash investments with high quality financratitutions and limits the amount of
credit exposure to any one financial institutiohe TCompany's trade receivables are primarily watlnganies in the oil and gas industry. The
Company normally does not require collateral exéeptertain receivables of customers in its ndtgas marketing operations.

CONTRACT DRILLING OPERATIONS -

International drilling operations are significawintributors to the Company's revenues and nettpibfs possible that operating results could
be affected by the risks of such activities, inahgdeconomic conditions in the international maskietwhich the Company operates, political
and economic instability, fluctuations in currerechange rates, changes in international regulagmyirements, international employment
issues, and the burden of complying with foreigndaThese risks may adversely affect the Compdutuse operating results and financial
position.

At September 30, 1998, the Company's rig utilizatite has fallen compared to the previous twosypamarily as a result of reduced
demand caused by a decline in the price of oil. Chmpany believes that its rig fleet is not cureithpaired based on an assessment of
future cash flows of the assets in question. Howetes possible that the Company's assessmenitthdl recover the carrying amount of its
rig fleet from future operations may change inrtlear term.

OIL AND GAS OPERATIONS -

In estimating future cash flows attributable to @@mpany's exploration and production assets,ineassumptions are made with regart



commodity prices received and costs incurred. Duae volatility of commodity prices, it is posstthat the Company's assumptions used in
estimating future cash flows for exploration anddarction assets may change in the near term.

NOTE 12 NEW ACCOUNTING STANDARDS

In June 1997, the Financial Accounting Standardsr@dssued Statement of Financial Accounting StadsléSFAS) No. 130, "Reporting
Comprehensive Income", and SFAS 131, "DisclosubesibSegments of an Enterprise and Related InfoomatThese statements, which are
effective for fiscal years beginning after Decembgy 1997, expand or modify disclosures and willhao impact on the Company's
consolidated financial position, results of opemasi or cash flows.

In 1998, the Financial Accounting Standards Boasdiéd SFAS No. 133, "Accounting for Derivative tastents and Hedging Activities",
(SFAS 133). This statement is effective for fispadrs beginning after June 15, 1999 and requidsathderivatives be recognized as asse
liabilities in the balance sheet and that thesgunsents be measured at fair value. The Companydiasompleted the process of evaluating
the impact of adopting SFAS 133.

The American Institute of Certified Public Accounts (AICPA) issued Statement of Position (SOP) 98@porting on the Costs of Stasp
Activities", effective for fiscal years beginninffer December 15, 1998. The SOP requires thatai-ap costs be expensed and that the
effect of adopting the SOP be reported as the catimal effect of a change in accounting principlee Effect of this SOP on the Company's
results of operations and financial position is exqpected to be material.
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NOTE 13 SEGMENT INFORMATION

The Company operates principally in the contraittiry and oil and gas industries. The contracllidg operations consist of contracting
Company-owned drilling equipment primarily to magikrand gas exploration companies. The Compamyisguy international areas of
operation include Venezuela, Colombia, EcuadorBalivia. Oil and gas activities include the expliwa for and development of productive
oil and gas properties located primarily in Oklalgmexas, Kansas and Louisiana. Intersegment seltésh are accounted for in the same
manner as sales to unaffiliated customers, arenattrial. Operating profit is total revenue lessraging expenses. In computing operating
profit, the following items have not been considerequity in income of affiliate; income from inte®ents; general corporate expenses;
interest expense; and domestic and foreign incamest Identifiable assets by segment are thosésdhsat are used in the Company's
operations in each segment. Corporate assetsiaoippaily cash and cash equivalents, short-ternestiments and investments in marketable
securities.

Revenues from one company doing business withaghwact drilling segment accounted for approximafiel.5 percent, 17 percent and 19
percent of the total consolidated revenues dufiegyears ended September 30, 1998, 1997 and @@ atively. Revenues from another
company doing business with the contract drilliegraent accounted for approximately 10% of totakotidated revenues in the year ended
September 30, 1998. Collectively, revenues frommames controlled by the Venezuelan governmentwuated for approximately 16
percent, 12 percent and 12.8 percent of total dimtzded revenues for the years ended Septembdro®®, 1997 and 1996, respectively.
Collectively, the receivables from these customesee approximately $60.6 million and $50.1 millianSeptember 30,1998 and 1997,
respectively.

Summarized revenues and operating profit by ingiisstgment for the years ended September 30, 1998,dnd 1996 are located on page 9.
Additional financial information by industry segmés as follows:

Years Ended September 30, 1998 1997 1996

(in thousands)

Net Income (loss):

Contract Drilling - Domestic .................. $ 22876 $ 15508 $ 6,7 96
Contract Drilling - International ............. 31,577 26,848 17,6 93
Exploration and Production .......... 18,616 35,719 17,3 35
Natural Gas Marketing .........cccceeeeevnnne 1,452 2,172 2,2 47
Real Estate DiviSion ............cccveeniinnes 3,294 3,448 3,1 21
Corporate and Other ........... 17,728 (2,791) (3.4 52)
Equity in income of affiliate 5,611 2,282 1,6 86
Income from Continuing Operations .......... $ 101,154 $ 84,186 $ 454 26
Discontinued operations ............c.cc...... - - 27,1 40
Net INCOME ..o $ 101,154 $ 84,186 $ 725 66
Identifiable assets:
Contract Drilling - Domestic .................. $ 351,193 $ 257,505 $ 1693 63
Contract Drilling - International ............. 303,907 210,976 213,1 71
Exploration and Production .......... 156,582 152,892 141,0 58
Natural Gas Marketing ..........ccccceeeueee. 15,069 18,884 15,6 02
Real Estate DiviSion ............ccceveevinnes 22,937 23,310 23,6 28
Corporate and other ........ccccccevveeeennn. 240,742 370,028 259,0 92
$ 1,090,430 $ 1,033595 $ 8219 14
Depreciation, depletion and amortization:
Contract Drilling - Domestic .................. $ 23771 $ 17916 $ 138 79
Contract Drilling - International ............. 31,689 26,458 22,1 20
Exploration and Production 29,817 24,627 20,2 929
Natural Gas Marketing ........ 292 258 7 25
Real Estate Division ...........ccccceeeviunnes 1,501 1,412 1,4 55
Corporate and other .........cccoccveeeenins 1,280 1,020 9 64
Continuing operations ...........cccce...... 88,350 71,691 59,4 42
Discontinued operations .................... - - 7 54
$ 88350 $ 71691 $ 601 96
Capital expenditures:
Contract Drilling - Domestic .................. $ 130,237 $ 95277 $ 57,0 04
Contract Drilling - International ............. 83,843 16,900 24,8 01
Exploration and Production .......... 47,468 41,782 24,3 20
Natural Gas Marketing ..........ccccceeeunee. 636 3,170 4 35
Real Estate DiviSion ............ccceveeniinnes 875 1,161 7 76

Corporate and other ........ccccccevveeeennn. 2,642 1,288 8 30



Continuing operations ...................... 265,701 159,578 108,1
Discontinued operations .................... - - 15

$ 265701 $ 159,578 $ 109,7
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NOTE 14 SUPPLEMENTARY FINANCIAL INFORMATION FOR OIL  AND GAS PRODUCING ACTIVITIES

All of the Company's oil and gas producing actestare located in the United States.

Results of Operations from Oil and Gas Producing Afivities -

Years Ended September 3

REVENUES ...

Production COStS .........cccccvevncireveennnnnen.
Exploration expense and valuation provisions ......
Depreciation, depletion and amortization ..........
Income tax eXpense ..........ccccvvvveveeeeeeennn.

Total cost and expenses ..........ccccvvvveeeenns

Results of operations (excluding corporate overhead
and interest COStS) .....ccccevvivieeeenninnnn.

Capitalized Costs -

Proved properties ........cccoveeeeiiieieennns
Unproved properties ........cccceeveveevvnnnnnnns

Total COStS ...vvvvriiiiiiiieeeeeeeieeciiiis

Less - Accumulated depreciation, depletion and amor

Costs Incurred Relating to Oil and Gas Producing Agvities -

Years Ended September 30, 199

Property acquisition:

Proved ......ccovvevieeieiienn, $

Unproved ..... 9
Exploration .... . 18
Development ........cccccceeeeeeninnn. 28

Total coveeieiiieieeee e, $ 55

0, 1998 1997 1996
(in thousands)
$ 98,696 $ 111,512 $ 76,643
21,786 21,750 20,080
19,005 9,943 9,931
29,817 24,628 20,299
9,415 19,327 9,187
80,023 75,648 59,497
$ 18,673 $ 35864 $ 17,146
September 30, 1998 199

(in thousands)

.......................... $ 414,770 $ 39

.......................... 20,977

1

26

.......................... $ 140,702 $ 14

8 1997

1996

(in thousands)

107 $ 47 %

,096 8,358
,107 9,656
,259 27,808

569 $ 45,869

256
3,178
9,874
14,131

$ 27,439
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Estimated Quantities of Proved Oil and Gas Reservg&/naudited) -

Proved reserves are estimated quantities of crildeatural gas, and natural gas liquids which ggmal and engineering data demonstrate
with reasonable certainty to be recoverable inruttears from known reservoirs under existing eatin@nd operating conditions. Proved
developed reserves are those which are expectegirecovered through existing wells with existigglipment and operating methods. The
following is an analysis of proved oil and gas rees as estimated by the Company and revieweddspendent engineers.

OIL (Bbls)  GAS (Mmcf)

Proved reserves at September 30, 1995 ............. 6,329,112 280,046
Revisions of previous estimates ................... 629,154 5,098
Extensions, discoveries and other additions ....... 298,986 21,311
Production .........cccccciiiiiiiiiieee (809,571) (34,535)
Purchases of reserves-in-place .. 21,912 647
Sales of reserves-in-place ...........ccccceeeuee (1,477) (266)
Proved reserves at September 30, 1996 ............. 6,468,116 272,301
Revisions of previous estimates ................... 92,863 6,178
Extensions, discoveries and other additions ....... 419,795 25,762
Production .........ccccoviiiiiiiiiieee (985,633) (40,463)
Purchases of reserves-in-place .. 120 6
Sales of reserves-in-place ...........ccccceeeuee (189,875) (548)
Proved reserves at September 30, 1997 ............. 5,805,386 263,236
Revisions of previous estimates ................... (331,280) 10,877
Extensions, discoveries and other additions ....... 175,265 20,819
Production .........cccccciiiiiiiiiieeee (701,180) (42,862)
Purchases of reserves-in-place .. 2,890 188
Sales of reserves-in-place .............cccceveee (189,768) (632)
Proved reserves at September 30, 1998 ............. 4,761,313 251,626

Proved developed reserves at

September 30, 1996 .......ccccvvvviiiiiirennnn. 6,441,803 261,519
September 30, 1997 ......cocoeiiiiiiiee 5,787,116 256,443
September 30, 1998 .......cccccvviiiiiirenennn. 4,754,319 249,376

Standardized Measure of Discounted Future Net Elashs Relating to Proved Oil and Gas Reserves (Uited) -

The "Standardized Measure of Discounted FutureQ¥sh Flows Relating to Proved Oil and Gas Resei(@&shdardized Measure) is a
disclosure requirement under Financial Accountitan8ards Board Statement No. 69 "Disclosures Ailuidnd Gas Producing Activities".
The Standardized Measure does not purport to présefair market value of a company's proved od gas reserves. This would require
consideration of expected future economic and dimgraonditions, which are not taken into accountalculating the Standardized Measure.

Under the Standardized Measure, future cash infloere estimated by applying year-end prices teefiiemated future production of yean¢
proved reserves. Future cash inflows were redugezstimated future production and development des$ed on year-end costs to determine
pre-tax cash inflows. Future income taxes were agethby applying the statutory tax rate to the exa# pre-tax cash inflows over the
Company's tax basis in the associated proved digas properties. Tax credits and permanent diftexe were also considered in the future
income tax calculation. Future net cash inflowsmiftcome taxes were discounted using a ten peargntal discount rate to arrive at the
Standardized Measure.

At Septe mber 30, 1998 1997

(in thousands)

Future cash inflows .....ccccoovvvvvvvvvenees L $ 404,549 $ 656,698
Future costs -
Future production and development costs ....... ... (137,068) (187,672)

Future income tax expense .......ccccceeeeeeeee (70,890) (134,892)



Future netcash flows ......cc.ccoceevcvveeees Ll 196,591 334,134
10% annual discount for estimated timing of cash fl ows ..... (70,664) (129,099)

Standardized Measure of discounted future net cash flows ... $ 125,927 $ 205,035
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Changes in Standardized Measure Relating to ProMezhd Gas Reserves (Unaudited) -

Years Ended Septembe r 30, 1998 1997 199 6

(in thousands)

Standardized Measure - Beginning of year ......... ... $ 205,035 $ 153,864 $ 110, 934
Increases (decreases) -
Sales, net of production costs .......cccceeeeeee. L (76,910) (89,762) (56, 563)
Net change in sales prices, net of production cos ts ... (97,938) 77,789 59, 479
Discoveries and extensions, net of related future
development and production costs ............. ... 21,922 42,741 29, 189
Changes in estimated future development costs ... ... (14,142) (16,570) (6, 651)
Development costs incurred ......cccccvvveeeeee. L 25,149 27,509 14, 050
Revisions of previous quantity estimates ......... ... 5,089 6,146 5, 731
Accretion of discount .......ccccovvcveveeneeeee L 28,012 20,691 14, 362
Net change in income taxes ........ccccoeeeeeeeee. L 30,436 (29,397) (31, 158)
Purchases of reserves-in-place ........ccoe..... . .. 65 2 643
Sales of reserves-in-place .........ccccceeeeeee. L (2,875) (1,551) ( 124)
Other oo 2,084 13,573 13, 972
Standardized Measure - End of year .......cc....... .~ .. $ 125,927 $ 205,035 $ 153, 864

NOTE 15 SELECTED QUARTERLY FINANCIAL DATA (UNAUDITE D)

(in thousands, except per share amounts)

1st 2nd 3r d 4th
1998 Quarter Quarter Quar ter Quarter
REVENUES ...oooviiiiiiiiciccic e $ 151,823 $ 142,389 $ 177, 136 $ 165,292
Gross profit ccoccveecvveiiiiiiiieieeeeeee 47,351 32,869 55, 098 29,606
Net iNCOMe ......evveeeveiieiinnnn, L 29,165 19,337 33, 861 18,791
Basic netincome per share ........cooccevveeenee. L .58 .39 .68 .38
Diluted net income per share ........ccccceeeeeee. L .57 .38 .67 .38
1st 2nd 3r d 4th
1997 Quarter Quarter Quar ter Quarter
REVENUES ..o $ 118,262 $ 132,479 $ 129, 812 $ 137,306
Gross profit ccoevceeevceeeiiciieeieeiieees 33,643 36,863 37, 513 32,954
Netincome ........ccceovevvennen. e 20,125 22,418 23, 648 17,995
Basic netincome per share .......cccoccevveeee. L 41 .45 A7 .36
Diluted net income per share .......cccceeeeeeee. L .40 44 A7 .35

Gross profit represents total revenues less opgratists, depreciation, depletion and amortization holes and abandonments, and taxes,
other than income taxes.

Per share amounts reflect the effect of the twesfog common stock split and distribution (see Nptand the adoption of SFAS No. 128.
The sum of earnings per share for the four quanterg not equal the total earnings per share foy#ae due to changes in the average nu
of common shares outstanding.

Net income in the fourth quarter of 1997 includesavision of $6.7 million ($.08 per share, on lwid basis, after income taxes) fc
Federal Energy Regulatory Commission ordered repayof ad valorem taxes reimbursed to the Companyngl the period 1983-1988. The
provision includes $2.7 million for ad valorem taxgeduced revenues) and $4.0 million for interest.

Net income in the fourth quarter of 1998 includesafie -tax charge of $3.1 million ($0.06 per share, atfilated basis) related to the write-
down of producing properties in accordance with SF¥o. 121.
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REPORT OF INDEPENDENT AUDITORS

HELMERICH & PAYNE, INC.

The Board of Directors and Shareholders
Helmerich & Payne, Inc.

We have audited the accompanying consolidated balsineets of Helmerich & Payne, Inc. as of Septe®®e1998 and 1997, and the
related consolidated statements of income, shatet®lequity, and cash flows for each of the tlyeses in the period ended September 30,
1998. These financial statements are the respdibsilifithe Company's management. Our responsjlsito express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with geneaaltepted auditing standards. Those standardsedhat we plan and perform the audit
to obtain reasonable assurance about whethemthedial statements are free of material misstaterdenaudit includes examining, on a test
basis, evidence supporting the amounts and diselssn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememtell as evaluating the overall financial statetpeesentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referedlbove present fairly, in all material respedts, ¢consolidated financial position of
Helmerich & Payne, Inc. at September 30, 1998 &%9¥ land the consolidated results of its operatéonsits cash flows for each of the three
years in the period ended September 30, 1998 nfonmity with generally accepted accounting priteg

/'s/ ERNST & YOUNG LLP

Tul sa, Gkl ahoma
Novenber 13, 1998

STOCK PRICE INFORMATION*

Closing Market Price Per Share
1998 1997
QUARTERS HIGH LOW HIGH LOW
First. oo $44.97 $31.06 $27.56 $21.94
Second......cooveviieniienieenn, 33.19 2456 27.44 21.00
Third.....ccooveeiiiiiiee, 33.25 2156 29.63 21.81
Fourth.....ccoooeviiii 24.38 16.25 40.00 2947
DIVIDEND INFORMATION*
Paid Per Shar e Total Payment
1998 1997 1998 1997
QUARTERS
First. oo $.065 $.065 $3,256,874  $3,239,007
Second.......oocevvienienieeinn .070 .065 3,619,195 3,239,892
Third....ooooveieie .070 .065 3,621,332 3,242,952
Fourth.....cooovviiiis .070 .065 3,504,269 3,248,275

* Per share amounts reflect the effect of the tareeine common stock split and distribution (seeert

STOCKHOLDERS' MEETING*

The annual meeting of stockholders will be heldvarch 3, 1999. A formal notice of the meeting, tihge with a proxy statement and form
of proxy, will be mailed to shareholders on or ahdanuary 27, 199!



STOCK EXCHANGE LISTING

Helmerich & Payne, Inc. Common Stock is tradedrenNew York Stock Exchange with the ticker symbéP'" The newspaper abbreviati
most commonly used for financial reporting is "HBIrhOptions on the Company's stock are also tradeitie New York Stock Exchange.

STOCK TRANSFER AGENT AND REGISTRAR
As of December 15, 1998, there were 1,465 recolden® of Helmerich & Payne, Inc. common stock stetl by the transfer agent's records.

Our Transfer Agent is responsible for our sharedotdcords, issuance of stock certificates, antiilsligion of our dividends and the IRSFo
1099. Your requests, as shareholders, concerngsg tnatters are most efficiently answered by cporeding directly with The Transfer
Agent at the following address:

Bank One Trust Company, N.A.

Stock Transfer Department

P.O. Box 25848, OK1-1096

Oklahoma City, Oklahoma 73125-0848
Telephone: (405) 231-6325
800-395-2662, Extension 6598

FORM 10-K

The Company's Annual Report on Form 10-K, which teen submitted to the Securities and Exchange Gssion, is available free of
charge upon written request.

DIRECT INQUIRIES TO:
President

Helmerich & Payne, Inc.
Utica at Twenty-First
Tulsa, Oklahoma 74114
Telephone: (918) 742-5531

Internet Address: http://www.hpinc.com
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ELEVEN-YEAR FINANCIAL REVIEW

HELMERICH & PAYNE, INC.

Years Ended September 30, 1998 19 97 1996
REVENUES AND INCOME*
Contract Drilling Revenues............... 427,713 315 327 244,338
Crude Oil Sales.................. 10,333 20 475 15,378
Natural Gas Sales........... 87,646 87 737 60,500
Gas Marketing Revenues................... 52,469 66 ,306 57,817
Real Estate Revenues..................... 8,587 8 224 8,076
Dividend Income....... 4,117 5 ,268 3,650
Other Revenues.... 45,775 14 522 3,496
Total Revenues++........cccceeeeeeennnnn. 636,640 517 ,859 393,255
Net Cash Provided by Continuing Operation Stt s 113,533 165 ,568 121,420
Income from Continuing Operations........ 101,154 84 ,186 45,426
Net Income.......cocoeeeevvvieeeennnnn. 101,154 84 ,186 72,566
PER SHARE DATA**
Income from Continuing Operations(R):
i 2.03 1.69 92
2.00 1.67 91
2.03 1.69 1.47
2.00 1.67 1.46
Cash Dividends..... .275 .26 .2525
Shares Outstanding*...................... 49,383 50 ,028 49,771
FINANCIAL POSITION
Net Working Capital*..................... 58,861 62 ,837 51,803
Ratio of Current Assets to Current Liabil 1.47 1.66 1.83
Investments*...........oocoovvveeeeeen. 200,400 323 ,510 229,809
Total ASSEIS™ ..o e 1,090,430 1,033 ,595 821,914
Long-Term Debtr......ccccvevvveevneeees s 50,000 o _
Shareholders' EQUItY*......ccccovvvveniieeneeees e 793,148 780 ,5680 645,970
CAPITAL EXPENDITURES*
Contract Drilling Equipment.............. 206,794 109 ,036 79,269
Wells and Equipment 38,372 33 425 21,142
Real Estate........cccooeeeeieeeieennnn. 854 1 ,095 752
Other Assets (includes undeveloped leases 19,681 16 ,022 7,003
Discontinued Operations.................. o o 1,581
Total Capital Outlays.................... 265,701 159 578 109,747
PROPERTY, PLANT AND EQUIPMENT AT COST*
Contract Drilling Equipment.............. 829,217 643 ,619 568,110
Producing Properties . 414,770 395 812 392,562
Undeveloped Leases..........c.cccceenees 20,977 14 ,109 9,242
Real Estate........ccoceeeeeveeeieennn. 48,451 47 ,682 46,970
Other.....ccoovvviiieniienene 65,120 59 ,659 53,547
Discontinued Operations.................. o o o
Total Property, Plant and Equipment.. 1,378,535 1,160 ,881 1,070,431

* 000's omitted.
** Per share data and shares outstanding reflectffect of a two-for-one common stock split angtrithution as discussed in Note 4.
++Chemical operations were sold August 30, 1996 (e 7). Prior year amounts have been restatextctade discontinued operations.

(1) Includes $13.6 million ($.28 per share, onlatdd basis) effect of impairment charge for adoptf SFAS No. 121 in 1995 and
cumulative effect of change in accounting for ineotaxes of $4,000,000 ($.08 per share, on a dil&sts) in 1994.
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1995 1994 1993
203,325 182,781 149,661
13,227 13,161 15,392
33,851 45,261 52,446
34,729 51,874 63,786
7,560 7,396 7,620
3,389 3,621 3,535
10,640 6,058 8,283
306,721 310,152 300,723
84,010 74,463 72,493
5,788 17,108 22,158
9,751 24,971 24,550
12 .35 A6
12 .35 .45
.20 .51 .51
.20 .51 .50
.25 2425 .24
49,529 49,420 49,275
50,038 76,238 104,085
1.74 2.63 3.24
156,908 87,414 84,945
707,061 621,689 610,504
--- 3,600
562,435 524,334 508,927
80,943 53,752 24,101
19,384 40,916 23,142
873 902 436
9,717 9,695 5,901
859 618 629
111,776 105,883 54,209
501,682 444,432 418,004
384,755 377,371 340,176
8,051 11,729 10,010
46,642 47,827 47,502
55,655 48,612 45,085
13,937 13,131 12,545
1,010,722 943,102 873,322

1992 1991 1990
112,833 105,364 90,974
16,369 17,374 16,058
38,370 35,628 37,697
40,410 10,055 10,566
7,541 7,542 7,636
4,050 5,285 7,402
6,646 20,020 56,131
226,219 201,268 226,464
60,414 50,006 53,288
8,973 19,608 45,489
10,849 21,241 47,562
.19 A1 .94
.19 41 .93
.22 A4 .98
.22 44 .98
.2325 .23 .22
49,152 48,976 48,971
82,800 108,212 146,741
3.31 4.19 3.72
87,780 96,471 99,574
585,504 575,168 582,927
8,339 5,693 5,648
493,286 491,133 479,485
43,049 56,297 18,303
21,617 34,741 16,489
690 2,104 1,467
16,984 6,793 5,448
158 2,594 1,153
82,498 102,529 42,860
404,155 370,494 324,293
329,264 312,438 287,248
12,973 5,552 5,507
47,286 46,671 44,928
43,153 36,423 32,135
11,962 11,838 9,270
848,793 783,416 703,381
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114

130
591
49
443

89 1988
315 75,985
821 14,001
013 26,154
778 7,878
127 10,069

,715 17,746

,700 20,150
A3 .37
43 37
47 A2
47 42
21 .20

,346 48,331

,673 25,936
878 3,095
717 2,496
815 815

,313 313,289
,768 251,445

441 3,305
,016 47,165
,716 27,798
,156 7,370

4410 650,372



ELEVEN-YEAR OPERATING REVIEW

HELMERICH & PAYNE, INC.

Years Ended September 30, 1998 1997 1996

CONTRACT DRILLING

Drilling Rigs, United States.. 46 38 41

Drilling Rigs, International.............. 44 39 36

Contract Wells Drilled, United States..... 242 246 233

Total Footage Drilled, United States*..... 2,938 2,753 2,499

Average Depth per Well, United States..... 12,142 1 1,192 10,724

Percentage Rig Utilization, United States. 95 88 82

Percentage Rig Utilization, International. 88 91 85
PETROLEUM EXPLORATION AND DEVELOPMENT

Gross Wells Completed 62 100 63

Net Wells Completed.... 35.7 49.3 35.3

Net Dry Holes..........ccoeevviieennnnns 4.2 9.6 7.3
PETROLEUM PRODUCTION

Net Crude Oil and Natural Gas Liquids

Produced (barrels daily)................ 1,921 2,700 2,212

Net Oil Wells Owned N Primary Recovery.... 124 133 176.9

Net Oil Wells Owned N Secondary Recovery.. 53 49 63.8

Secondary Oil Recovery Projects........... 5 5 12

Net Natural Gas Produced

(thousands of cubic feet daily).......... L 117,431 11 0,859 94,358

Net Gas Wells OWNed.......ccccveevceeeee e 436 410 378
NATURAL GAS ODORANTS AND
OTHER CHEMICALS++

Chemicals Sold (pounds)*.......ccccceeeee - - 9,823
REAL ESTATE MANAGEMENT

Gross Leasable Area (square feet)*........ L 1,652 1,652 1,654

Percentage OCCUPANCY.......cooovvcveeees e 97 95 94
TOTAL NUMBER OF EMPLOYEES

Helmerich & Payne, Inc. and Subsidiaries. 3,340 3,627 3,309

* 000's omitted.
+ 1988-1989 include U.S. employees only

++ Chemical operations were sold August 30, 1986 (ote 7). Treated as discontinued operationsamEial Statements for all years
presented.
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1995 1994 1993
41 47 42
35 29 29
212 162 128
1,933 1,842 1,504
9,119 11,367 11,746
71 69 53
84 88 68
59 44 42
27.4 15 15.9
5.9 1.7 4.3
2,214 2,431 2,399
186 202 202
64 71 71
12 14 14
72,387 72,953 78,023
354 341 307
7,670 8,071 7,930
1,652 1,652 1,656
87 83 86
3,245 2,787 2,389

1992 1991 1990 198
39 46 49
30 25 20
100 106 119
1,085 1,301 1,316 1,
10,853 12,274 11,059 12,
42 47 50
69 69 45
54 45 36
17.8 20.2 15.3 1
4.3 4.3 3.4
2,334 2,152 2,265 2,
220 227 223
74 55 46
14 12 12
75,470 66,617 65,147 57,
289 278 194
8,452 8,155 8,255 7,
1,656 1,664 1,664 1,
87 86 85
1,928 1,758 1,864 1,
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9 1988
49 48
20 18
108 115
350 1,284
500 11,165
44 45
46 30
45 45
5.2 14.6
2.8 1.6
486 2,463
201 202
214 222
17 21
490 45,480
205 197
702 8,507
669 1,670
90 90
100 1,156



Directors

Officers

W. H. HELMERICH, llI
Chairman of the Board
Tulsa, Oklahoma

HANS HELMERICH
President and Chief Executive Officer
Tulsa, Oklahoma

WILLIAM L. ARMSTRONG**
Chairman

Ambassador Media Corporation
Denver, Colorado

GLENN A. COX*

President and Chief Operating Officer, Retired
Phillips Petroleum Company

Bartlesville, Oklahoma

GEORGE S. DOTSON

Vice President,

President of Helmerich & Payne
International Drilling Co.

Tulsa, Oklahoma

L. F. ROONEY, III*

Chief Executive Officer

Manhattan Construction Company
Tulsa, Oklahoma

EDWARD B. RUST, JR.

Chairman and Chief Executive Officer
State Farm Insurance Companies
Bloomington, lllinois

GEORGE A. SCHAEFER**

Chairman and Chief Executive Officer, Retired
Caterpillar Inc.

Peoria, lllinois

JOHN D. ZEGLIS**
President

AT&T

Basking Ridge, New Jersey

* Member, Audit Committee ** Member, Human Resowommittee
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Vice President and
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Vice President, Secretary,
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Vice President,
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EXHIBIT 22
SUBSIDIARIES OF THE REGISTRANT
Helmerich & Payne, Inc.
Subsidiaries of Helmerich & Payne, Inc.

Helmerich & Payne Properties, Inc. (Incorporate@kiahoma) Utica Square Shopping Center, Inc. fina@ted in Oklahoma) The
Hardware Store of Utica Square, Inc. (Incorporéte@klahoma) The Space Center, Inc. (Incorporate@dklahoma) H&P DISC, Inc.
(Incorporated in Oklahoma) Helmerich & Payne Coal @ncorporated in Oklahoma) Helmerich & Payne figgeServices, Inc. (Incorporat
in Oklahoma) Helmerich & Payne International Dngji Co. (Incorporated in Delaware)

Subsidiaries of Helmerich & Payne International Driling Co.

Helmerich & Payne (Africa) Drilling Co. (Incorpoet in Cayman Islands, British West Indies) HelmeécPayne Drilling (Bolivia) S.A.

(Incorporated in Bolivia)

Helmerich & Payne (Colombia) Drilling Co. (Incorded in Oklahoma)

Helmerich & Payne (Gabon) Drilling Co. (Incorpordie Cayman Islands, British West Indies) HelmegcRayne (Argentina) Drilling Co.
(Incorporated in Oklahoma)

Helmerich & Payne (Peru) Drilling Co. (IncorporatedOklahoma)

Helmerich & Payne (Peru) Drilling Co., Sucursal Beku, Lima (Lima Branchlncorporated in Peru) Helmerich & Payne (Peru)lidg Co.,
Sucursal del Peru

(lquitos Branch - Incorporated in Peru)

Helmerich & Payne (Australia) Drilling Co. (Incomaded in Oklahoma)

Helmerich & Payne del Ecuador, Inc. (Incorporate@klahoma)

Helmerich & Payne de Venezuela, C.A. (Incorporatedenezuela)

Helmerich & Payne, C.A. (Incorporated in Venezuéla)merich & Payne Rasco, Inc. (Incorporated inabkima) H&P Finco (Incorporated
in Cayman Islands, British West Indies)

H&P Invest Ltd. (Incorporated in Cayman IslandsijitiBh West Indies, doing business as H&P (Yemeriljibg Co.

Subsidiary of H&P Invest Ltd.

Turrum Pty. Ltd. (Incorporated in Papua, New Gujr



Exhibit 23.1
CONSENT OF INDEPENDENT AUDITORS

We consent to the incorporation by reference is #nnual Report (Form 10-K) of Helmerich & Payneg.lof our report dated November 13,
1998, included in the 1998 Annual Report to Shaddrs of Helmerich & Payne, Inc.

We also consent to the incorporation by referendbe Registration Statements (Form S-8 Nos. 3F1633-55239, 333-24211, and 333-
34939) pertaining, respectively, to the HelmericP&ne, Inc. Incentive Stock Option Plan, 1990 iSption Plan, Non-Employee
Directors' Stock Compensation Plan, and 1996 Stomdntive Plan of our report dated November 1381 9@th respect to the consolidated

financial statements of Helmerich & Payne, Incoiporated by reference in the Annual Report (FobaKLfor the year ended September
1998.

ERNST & YOUNG LLP
Tulsa, Oklahoma

December 23, 199



ARTICLE 5
MULTIPLIER: 1,00C

PERIOD TYPE YEAR
FISCAL YEAR END SEP 30 199
PERIOD START OCT 01 199
PERIOD END SEP 30 199
CASH 24.47¢
SECURITIES 200,40(
RECEIVABLES 121,30:
ALLOWANCES 1,90¢
INVENTORY 25,40
CURRENT ASSET¢ 184,34!
PP&E 1,378,53!
DEPRECIATION 686,16¢
TOTAL ASSETS 1,090,43!
CURRENT LIABILITIES 125,48«
BONDS 0
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 5,35:
OTHER SE 787,79!
TOTAL LIABILITY AND EQUITY 1,090,43!
SALES 592,03
TOTAL REVENUES 636,64(
CGS 472,61
TOTAL COSTS 472,61¢
OTHER EXPENSE! 10,85¢
LOSS PROVISION 0
INTEREST EXPENSE 942
INCOME PRETAX 152,22(
INCOME TAX 56,677
INCOME CONTINUING 101,15
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 101,15
EPS PRIMARY 2.0¢
EPS DILUTED 2.0C
End of Filing
pewerad 5y EDCAR -
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