Edgar Filing: Helmerich & Payne, Inc. - Form 10-Q

Helmerich & Payne, Inc.
Form 10-Q

January 30, 2019

Table of Contents

UNITED STATES

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934
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1437 South Boulder Avenue, Suite 1400, Tulsa, Oklahoma, 74119

(Address of principal executive office) (Zip Code)

(918) 742-5531

(Registrant’s telephone number, including area code)

N/A
(Former name, former address and former fiscal year,

if changed since last report)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes No

Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be
submitted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or for
such shorter period that the registrant was required to submit such files). Yes No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company,” and “emerging growth company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer ~ Accelerated filer
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Exchange Act.

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes No
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PART I. FINANCIAL INFORMATION

Item 1. FINANCIAL STATEMENTS

HELMERICH & PAYNE, INC.
Condensed Consolidated Balance Sheets

(Unaudited)

(in thousands except share data and per share amounts)
Assets

Current Assets:

Cash and cash equivalents

Short-term investments

Accounts receivable, net of allowance of $6,230 and $6,217, respectively
Inventories of materials and supplies, net

Prepaid expenses and other

Total current assets

Investments

Property, plant and equipment, net

Other Noncurrent Assets:

Goodwill

Intangible assets, net

Other assets

Total other noncurrent assets

Total assets

Liabilities and Shareholders’ Equity
Current Liabilities:

Accounts payable

Accrued liabilities

Total current liabilities

Noncurrent Liabilities:

Long-term debt

Deferred income taxes

December 31,

2018

$ 228,462
41,072
545,731
159,992
67,490
1,042,747
54,731
4,900,339

67,902
71,969
6,653
146,524

$ 6,144,341

$ 141,406
244,507
385,913

490,805
853,187

September 30,
2018

$ 284,355

41,461
565,202
158,134
66,398
1,115,550
98,696
4,857,382

64,777
73,207
5,255
143,239

6,214,867

132,664
244,504
377,168

493,968
853,136
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Other 84,565 93,606
Noncurrent liabilities - discontinued operations 3,633 14,254
Total noncurrent liabilities 1,432,190 1,454,964

Commitments and Contingencies (Note 14)

Shareholders' Equity:

Common stock, $.10 par value, 160,000,000 shares authorized, 112,080,262
and 112,008,961 shares issued as of December 31, 2018 and

September 30, 2018, respectively, and 109,404,890 and 108,993,718 shares

outstanding as of December 31, 2018 and September 30, 2018, respectively 11,208 11,201
Preferred stock, no par value, 1,000,000 shares authorized, no shares issued — —
Additional paid-in capital 484,122 500,393
Retained earnings 3,997,283 4,027,779
Accumulated other comprehensive income (loss) (12,296) 16,550
Treasury stock, at cost, 2,675,372 shares and 3,015,243 shares as of December

31, 2018 and September 30, 2018, respectively (154,079) (173,188)
Total shareholders’ equity 4,326,238 4,382,735
Total liabilities and shareholders' equity $ 6,144,341 $ 6,214,867

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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HELMERICH & PAYNE, INC.
Condensed Consolidated Statements of Operations

(Unaudited)

(in thousands, except per share amounts)

Operating revenues
Contract drilling
Other

Operating costs and expenses

Contract drilling operating expenses, excluding depreciation and amortization
Operating expenses applicable to other revenues

Depreciation and amortization

Research and development

Selling, general and administrative

Gain on sale of assets

Operating income from continuing operations
Other income (expense)

Interest and dividend income

Interest expense

Loss on investment securities

Other

Income from continuing operations before income taxes
Income tax provision (benefit)

Income from continuing operations

Income (loss) from discontinued operations before income taxes
Income tax provision

Income (loss) from discontinued operations

Net Income

Basic earnings per common share:

Income from continuing operations

Income from discontinued operations

Net income

Diluted earnings per common share:

Income from continuing operations

Income from discontinued operations

Net income

Weighted average shares outstanding (in thousands):

Three Months Ended

December 31,

2018 2017

As adjusted
(Note 2)

$ 737,358 $ 561,069
3,240 3,018
740,598 564,087
487,593 371,916
1,274 1,167
141,460 143,267
7,019 3,234
54,508 46,459
(5,545) (5,565)
686,309 560,478
54,289 3,609
2,450 1,724
(4,720) (5,773)
(42,844) —
541 441
(44,573) (3,608)
9,716 1
1,352 (500,641)
8,364 500,642
12,665 (519)
2,070 17
10,595 (536)

$ 18,959 $ 500,106

$ 0.07 $ 4.57

$ 0.10 $ —

$ 0.17 $ 4.57

$ 0.07 $ 4.55

$ 0.10 $ —

$ 0.17 $ 4.55
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Basic 109,142 108,683
Diluted 109,425 109,095

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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HELMERICH & PAYNE, INC.
Condensed Consolidated Statements of Comprehensive Income (Loss)

(Unaudited)

(in thousands)

Net income

Other comprehensive income (loss), net of income taxes:

Unrealized depreciation on securities, net of income taxes of $0.2 million at December
31,2017

Minimum pension liability adjustments, net of income taxes of ($0.1) million at
December 31, 2018, and ($0.1) million at December 31, 2017

Other comprehensive income (loss)

Comprehensive income (loss)

Three Months Ended
December 31,

2018 2017

$ 18,959 $ 500,106

— (601)
225 340
225 (261)

$ 19,184 $ 499,845

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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HELMERICH & PAYNE, INC.

Condensed Consolidated Statement of Shareholders’ Equity

Three Months Ended December 31, 2018

(Unaudited)

Additional
| thousands,
cept Common Stock Paid-In

r share amounts) Shares Amount Capital
lance,

ptember 30, 2018 112,009 $ 11,201 $ 500,393
ymprehensive

come:

>t income

her

mprehensive

come

vidends declared

0.71 per share)

cercise of

iployee stock

tions, net of

ares withheld for

ployee taxes (6,756)
>sting of restricted

yck awards, net of

ares withheld for

ployee taxes 71 7 (16,673)
ock-based
mpensation 7,158

imulative effect
justment for
option of ASC
6 (Note 9)
imulative effect
justment for
option of ASU
). 2016-01 (Note

lance,
>cember 31, 2018 112,080 $ 11,208 $ 484,122

Accumulated
Other
Retained Comprehensivélreasury Stock
(Loss)
Earnings Income Shares Amount
$ 4,027,779  $ 16,550 3,015 $ (173,188)
18,959
225
(78,488)
(125) 6,980
(215) 12,129
(38)
29,071 (29,071)
$ 3,997,283 $ (12,296) 2,675 $ (154,079)

Total

$ 4,382,73

18,959

225

(78,488)

224

(4,537)

7,158

(38)

$ 4,326,23

11
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The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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HELMERICH & PAYNE, INC.

Condensed Consolidated Statements of Cash Flows

(Unaudited)
Three Months Ended
December 31,
(in thousands) 2018 2017
As adjusted
(Note 2)

Cash flows from operating activities:
Net income $ 18,959 $ 500,106

Adjustment for (income) loss from discontinued operations (10,595) 536
Income from continuing operations 8,364 500,642
Adjustments to reconcile net income to net cash provided by operating activities:

Depreciation and amortization 141,460 143,267
Amortization of debt discount and debt issuance costs 329 266
Provision for bad debt 873 53
Stock-based compensation 7,158 7,087
Loss on investment securities 42,844 —
Gain from sale of assets (5,545) (5,565)
Deferred income tax (benefit) expense 1,107 (503,744)
Other 168 3,799
Change in assets and liabilities increasing (decreasing) cash:

Accounts receivable 19,700 (53,778)
Inventories of materials and supplies (1,858) (1,862)
Prepaid expenses and other (209) (2,672)
Accounts payable 8,012 (8,997)
Accrued liabilities (2,919) 16,824
Deferred income tax liability (306) 1,987
Other noncurrent liabilities (9,670) (17,645)
Net cash provided by operating activities from continuing operations 209,508 79,662
Net cash used in operating activities from discontinued operations (26) 57

Net cash provided by operating activities 209,482 79,605
Cash flows from investing activities:

Capital expenditures (196,094) (91,698)
Purchase of short-term investments (31,324) (16,183)
Payment for acquisition of business, net of cash acquired (2,781) (47,832)
Proceeds from sale of short-term investments 31,860 18,120
Proceeds from asset sales 11,609 8,749
Net cash used in investing activities (186,730) (128,844)
Cash flows from financing activities:

Dividends paid (78,122) (76,503)
Debt issuance costs paid (3,912) —
Proceeds from stock option exercises 1,954 892

13
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Payments for employee taxes on net settlement of equity awards
Payment of contingent consideration from acquisition of business
Net cash used in financing activities

Net decrease in cash and cash equivalents and restricted cash
Cash and cash equivalents and restricted cash, beginning of period
Cash and cash equivalents and restricted cash, end of period

Supplemental disclosure of cash flow information:

Cash paid during the period:

Interest paid

Income tax paid, net

Changes in accounts payable and accrued liabilities related to purchases of property,
plant and equipment

(6,267)
(86,347)
(63,595)
326,185
$ 262,590

$ 6,140
$ 5,710

$ 8,708

(5,471)
(1,500)
(82,582)
(131,821)
560,509
$ 428,688

$ 75
$ 2,673

$ (4,448)

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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HELMERICH & PAYNE, INC.

Notes to Unaudited Condensed Consolidated Financial Statements

NOTE 1 NATURE OF OPERATIONS

LN

Helmerich & Payne, Inc. (which, together with its subsidiaries, is identified as the “Company,” “we,” “us,” or “our,” except
where stated or the context requires otherwise) through its operating subsidiaries provides performance-driven drilling
services and technologies that are intended to make hydrocarbon recovery safer and more economical for oil and gas
exploration and production companies.

Effective October 1, 2018, we implemented organizational changes, consistent with the manner in which our chief
operating decision maker evaluates performance and allocates resources. Certain operations previously reported in
“Other” within our segment disclosures are now managed and presented within the new H&P Technologies reportable
segment. As a result, beginning with the reporting of first quarter 2019, our operations are organized into the
following reportable business segments: U.S. Land, Offshore, International Land and H&P Technologies. Certain
other corporate activities and our real estate operations are included in Other. All segment disclosures have been recast
for these segment changes. Refer to Note 15—Business Segments and Geographic Information for further details on
H&P Technologies, our new reportable segment.

Our U.S. Land operations are primarily located in Colorado, Louisiana, Ohio, Oklahoma, New Mexico, North Dakota,
Pennsylvania, Texas, Utah, West Virginia and Wyoming. Additionally, Offshore operations are conducted in the Gulf
of Mexico and our International Land operations has rigs primarily located in four international locations: Argentina,
Bahrain, Colombia and United Arab Emirates (“U.A.E.”).

We also own, develop and operate limited commercial real estate properties. Our real estate investments, which are
located exclusively within Tulsa, Oklahoma, include a shopping center, multi-tenant industrial warehouse properties,
and undeveloped real estate.

Fiscal Year 2019 Acquisition

On November 1, 2018, we completed an acquisition of an unaffiliated company, Angus Jamieson Consulting (“AJC”),
which is now a wholly-owned subsidiary of the Company for a total consideration of approximately $3.4 million. AJC
is a software-based, training and consultancy company based in Inverness, Scotland and is widely recognized as an
industry leader in wellbore positioning. The operations of AJC are included in the H&P Technologies reportable
business segment. The acquisition of AJC has been accounted for as a business combination in accordance with FASB
Accounting Standards Codification (“ASC”) ASC 805, Business Combinations, which requires the assets acquired and

15
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liabilities assumed to be recorded at their acquisition date fair values. The allocation of the purchase price includes
goodwill of $3.1 million.

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, RISKS AND UNCERTAINTIES

Interim Financial Information

The accompanying Unaudited Condensed Consolidated Financial Statements have been prepared in accordance with
accounting principles generally accepted in the United States (“GAAP”) and applicable rules and regulations of the
Securities and Exchange Commission (the “Commission”) pertaining to interim financial information. Accordingly,
these interim financial statements do not include all information or footnote disclosures required by GAAP for
complete financial statements and, therefore, should be read in conjunction with the Consolidated Financial
Statements and notes thereto in our 2018 Annual Report on Form 10-K and other current filings with the
Commission. In the opinion of management, all adjustments, consisting of those of a normal recurring nature,
necessary to present fairly the results of the periods presented have been included. The results of operations for the
interim periods presented may not necessarily be indicative of the results to be expected for the full year. Certain prior
period financial information has been recast to reflect the current year’s presentation as it relates to the new reportable
segment, H&P Technologies, effective October 1, 2018. Refer to Note 15-Business Segments and Geographic
Information. Additionally, the prior comparative periods presented in the unaudited condensed consolidated financial
statements have been adjusted in accordance with the adoption of accounting standard updates included in the
Recently Issued Accounting Updates table below.

16
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Principles of Consolidation

The unaudited consolidated financial statements include the accounts of Helmerich & Payne, Inc. and its domestic and
foreign subsidiaries. Consolidation of a subsidiary begins when the Company obtains control over the subsidiary and
ceases when the Company loses control of the subsidiary. Specifically, income and expenses of a subsidiary acquired
or disposed of during the fiscal year are included in the unaudited condensed consolidated statements of operations
and other comprehensive income (loss) from the date the Company gains control until the date when the Company
ceases to control the subsidiary. All significant intercompany accounts and transactions have been eliminated in
consolidation.

Cash, Cash Equivalents, and Restricted Cash

Cash and cash equivalents include cash on hand, demand deposits with banks and all highly liquid investments with
original maturities of three months or less. Our cash, cash equivalents and short-term investments are subject to
potential credit risk, and certain of our cash accounts carry balances greater than the federally insured limits.

We had restricted cash and cash equivalents of $34.1 million and $41.8 million at December 31, 2018 and September
30, 2018, respectively. Of the total at December 31, 2018 and September 30, 2018, $3.0 million and $11.3 million,
respectively, is related to the acquisition of drilling technology companies, $2.0 million as of each of December 31,
2018 and September 30, 2018 is from the initial capitalization of the captive insurance company, and $29.1 million
and $28.5 million, respectively, represents an additional amount management has elected to restrict for the purpose of
potential insurance claims in our wholly-owned captive insurance company. The restricted amounts are primarily
invested in short-term money market securities. See Recently Issued Accounting Updates below for changes to the
presentation of restricted cash effective October 1, 2018 as a result of adopting Accounting Standards Update (“ASU”)
No. 2016-18, Statement of Cash Flows (Topic 230): Restricted Cash during the three months ended December 31,
2018.

The restricted cash and cash equivalents are reflected within the following line items on the Unaudited Condensed
Consolidated Balance Sheets (in thousands):

December 31, September 30,

2018 2017 2018 2017
Cash $ 228,462 $ 383,664 $ 284,355 $ 521,375
Restricted Cash
Prepaid expenses and other 30,246 38,226 39,830 32,439
Other assets 3,882 6,798 2,000 6,695

Total cash, cash equivalents, and restricted cash  $ 262,590 $ 428,688 $ 326,185 $ 560,509

Drilling Revenues

Contract drilling revenues are comprised of daywork drilling contracts for which the related revenues and expenses
are recognized as services are performed and collection is reasonably assured and it is determined to be probable that a
significant reversal will not occur. For certain contracts, we receive payments contractually designated for the
mobilization of rigs and other drilling equipment. Mobilization payments received, and direct costs incurred for the
mobilization, are deferred and recognized on a straight-line basis over the term of the related drilling contract. Costs

17
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incurred to relocate rigs and other drilling equipment to areas in which a contract has not been secured are expensed as
incurred. Refer to Note 9—Revenue from Contracts with Customers for additional information regarding our contract
drilling services revenue.

9
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Recently Issued Accounting Updates

Changes to U.S. GAAP are established by the Financial Accounting Standards Board (“FASB”) in the form of ASUs to
the FASB Accounting Standards Codification (“ASC”). We consider the applicability and impact of all ASUs. ASUs not
listed below were assessed and determined to be either not applicable, clarifications of ASUs listed below, immaterial,
or already adopted by the Company.

The following table provides a brief description of recent accounting pronouncements and our analysis of the effects
on our financial statements:

Standard Description Date of Effect on the Financial Statements or Other
Adoption Significant Matters

Recently Adopted Accounting Pronouncements

ASU No. 2017-09,  Under the new guidance, modification October We adopted this ASU during the first quarter

Compensation — Stockaccounting is required only if the fair 1, 2018 of fiscal year 2019, as required. There was no

Compensation (Topic value, the vesting conditions, or the impact to our unaudited condensed
718): Scope of classification of the award (as equity or consolidated financial statements and
Modification liability) changes as a result of the disclosures.

Accounting change in terms or conditions.

Regardless of whether the change to
the terms or conditions of the award
requires modification accounting, the
existing disclosure requirements and
other aspects of U.S. GAAP associated
with modification, such as earnings per
share, continue to apply.
ASU No. 2017-07, The ASU changes how employers that October We adopted this ASU during the first quarter

Compensation — sponsor defined benefit pension and/or 1, 2018 of fiscal year 2019, as required. There was not
Retirement Benefits other postretirement benefit plans a material impact on our unaudited condensed
(Topic 715): present the net periodic benefit cost in consolidated financial statements and
Improving the the income statement. Employers disclosures.

Presentation of Net  present the service cost component of
Periodic Pension Costnet periodic benefit cost in the same

and Net Periodic income statement line item(s) as other
Postretirement employee compensation costs arising
Benefit Cost from services rendered during the

period. Employers present the other
components of the net periodic benefit
cost separately from the line item(s)
that includes the service cost and
outside of any subtotal of operating
income, if one is presented.
ASU No. 2016-18, The ASU requires amounts generally October We adopted this ASU during the first quarter

Statement of Cash  described as restricted cash and 1,2018 of fiscal year 2019, as required, on a

Flows (Topic 230):  restricted cash equivalents be included retrospective basis. The retrospective impact

Restricted Cash with cash and cash equivalents when on the unaudited condensed consolidated
reconciling the total beginning and statement of cash flows for the three months
ending cash amounts for the periods ended December 31, 2017 was an increase of

19
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shown on the statement of cash flows.

$5.9 million in net cash provided by operating
activities.
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ASU No. 2016-16,

Income Taxes
(Topic 740):
Intra-Entity
Transfers of

Edgar Filing: Helmerich & Payne, Inc. - Form 10-Q

Under prior U.S. GAAP, the tax effects of intra-entity October We adopted this ASU during the

asset transfers (intercompany sales) were deferred
until the transferred asset was sold to a third party or
otherwise recovered through use. This was an
exception to the principle in ASC 740, Income Taxes,
that generally requires comprehensive recognition of

Assets Other Than current and deferred income taxes. The new guidance

Inventory

eliminates the exception for all intra-entity sales of
assets other than inventory. As a result, a reporting
entity recognizes the tax expense from the sale of the
asset in the seller's tax jurisdiction when the transfer
occurs, even though the pre-tax effects of that
transaction are eliminated in consolidation. Any
deferred tax asset that arises in the buyer's jurisdiction
is also recognized at the time of the transfer. The new
guidance does not apply to intra-entity transfers of
inventory. The income tax consequences from the sale
of inventory from one member of a consolidated
entity to another will continue to be deferred until the
inventory is sold to a third party.

1, 2018 first quarter of fiscal year 2019, as

required. There was no material
impact to our unaudited condensed
consolidated financial statements
and disclosures.

ASU No. 2016-15, The ASU was intended to reduce diversity in practice October We adopted this ASU during the

Statement of Cash
Flows (Topic
230):
Classification of
Certain Cash
Receipts and Cash
Payments

ASU No. 2016-01,

Financial
Instruments —
Overall (Subtopic
825-10):
Recognition and
Measurement of
Financial Assets
and Financial
Liabilities

in presentation and classification of certain cash
receipts and cash payments by providing guidance on
eight specific cash flow issues.

The standard requires entities to measure equity

1, 2018 first quarter of fiscal year 2019, as

required, on a retrospective basis.
The retrospective impact on the
unaudited condensed consolidated
statement of cash flows for the three
months ended December 31, 2017 is
a reclassification of $1.5 million
from net cash provided by operating
activities to net cash used in
financing activities.

October We adopted this ASU during the

investments that do not result in consolidation and are 1, 2018 first quarter of fiscal year 2019, as

not accounted for under the equity method at fair
value and recognize any changes in fair value in net
income. At adoption, a cumulative-effect adjustment
to beginning retained earnings is recorded to reflect
the fair value of such investments at the date of
adoption in retained earnings rather than accumulated
other comprehensive income.

required. As a result, changes in the
fair value of our equity investments
have been recognized in net income
since the date of adoption, and our
future results of operations will
continue to be subject to stock
market fluctuations for these
investments. The cumulative catch
up impact that was recorded to the
beginning balance of retained
earnings at October 1, 2018 was a
reclassification of $44.0 million
($29.1 million after-tax) of
cumulative gains from the
beginning balance of accumulated
other comprehensive income.

21
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In May 2014, the FASB issued ASU No. 2014-09, Revenue October We adopted this topic,
Topic 606: Revenue from Contracts with Customers (Topic 606) (“ASC 606”). 1, 2018 using the modified

from Contracts with The update outlined a single comprehensive model for retrospective transitional

Customers companies to use in accounting for revenue arising from approach, during the first
contracts with customers and superseded other revenue quarter of fiscal year 2019,
recognition guidance, including industry-specific guidance. as required. We recognized
The core principle of the guidance is that an entity should the cumulative effect by
recognize revenue when promised goods or services are initially applying the
transferred to customers in an amount that reflects the revenue standard as an
consideration to which the entity expects to be entitled for adjustment to the opening
those goods or services. The update also required balance of retained earnings
disclosures enabling users of financial statements to during the period (October
understand the nature, amount, timing and uncertainty of 1, 2018). Refer to Note
revenue and cash flows arising from contracts with 9—Revenue from Contracts
customers. Furthermore, as part of Topic 606, the FASB with Customers for the
introduced ASC 340-40 Other Assets and Deferred Costs, impact of the adoption.

which provides guidance on the capitalization of contract
related costs that are not within the scope of other
authoritative literature. Companies could use either a full
retrospective or a modified retrospective approach to adopt
the updates.
Standards that are not yet adopted as of December 31, 2018
ASU No. 2018-14, This ASU amends ASC 715 to add, remove, and clarify October We are currently evaluating

Compensation — disclosure requirements related to defined benefit, pension 1, 2021 the impact that the new
Retirement Benefits —and other postretirement plans. This update is effective for guidance may have on our
Defined Benefit annual and interim periods beginning after December 15, consolidated financial
Plans—General (Topi2020. statements and disclosures.

715-20): Disclosure
Framework — Changes
to the Disclosure
Requirements for

Defined Benefit Plans

ASU No. 2018-13, This ASU eliminates, adds and modifies certain disclosure October We are currently evaluating
Fair Value requirements for fair value measurements as part of the 1, 2020 the impact that the new
Measurement (Topic FASB’s disclosure framework project, where entities will no guidance may have on our
820): Disclosure longer be required to disclose the amount of and reasons for consolidated financial
Framework — Changetransfers between Level 1 and Level 2 of the fair value statements and disclosures.
to the Disclosure hierarchy, but public companies will be required to disclose

Requirements for Fairthe range and weighted average used to develop significant

Value Measurement unobservable inputs for Level 3 fair value measurements.
This update is effective for annual and interim periods
beginning after December 15, 2019.

12
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This ASU relates to the impacts of the tax legislation
ASU No. 2018-02,
Income Statement — Reform Act”). The guidance permits the reclassification of
Reporting certain income tax effects of the Tax Reform Act from
Comprehensive Income Accumulated Other Comprehensive Income (Loss) to Retained
(Topic 220) Earnings. The guidance also requires certain new disclosures.
Reclassification of This update is effective for fiscal years beginning after
Certain Tax Effects From December 15, 2018, and interim periods within those fiscal
Accumulated Other periods and early adoption is permitted. Entities may adopt the
Comprehensive Income guidance using one of two transition methods, retrospective to
each period (or periods) in which the income tax effects of the
Tax Reform Act related to the items remaining in Other
Comprehensive Income are recognized or at the beginning of
the period of adoption.

ASU No. 2016-13, This ASU introduces a new model for recognizing credit

October We are currently
commonly referred to as the Tax Cuts and Jobs Act (the “Tax 1, 2019 evaluating the

impact that the new
guidance may have
on our consolidated
financial statements
and disclosures.

October We are currently

Financial Instruments — losses on financial instruments based on an estimate of current 1, 2020 evaluating the

Credit Losses (Topic 326)expected credit losses. The new model will apply to: (1) loans,
accounts receivable, trade receivables, and other financial
assets measured at amortized cost, (2) loan commitments and
certain other off-balance sheet credit exposures, (3) debt
securities and other financial assets measured at fair value
through other comprehensive income(loss), and (4) beneficial
interests in securitized financial assets. This update is effective
for annual and interim periods beginning after December 15,
2019.

impact that the new
guidance may have
on our consolidated
financial statements
and disclosures.

ASU No. 2016-02, LeasesASU No. 2016-02 will require organizations that lease assets —October We are currently

(Topic 842)
assets and liabilities for the rights and obligations created by
those leases with lease terms of more than 12 months. Lessor
accounting remains substantially similar to current U.S.
GAAP. In addition, disclosures of leasing activities are to be
expanded to include qualitative along with specific
quantitative information. ASU No. 2016-02 is effective for
fiscal years beginning after December 15, 2018, including
interim periods within those fiscal years. ASU 2016-02
mandates a modified retrospective transition method of
adoption with an option to use certain practical expedients.

Cash Flows

referred to as “lessees” — to recognize on the balance sheet thel, 2019 evaluating the

potential impact of
adopting this
guidance on our
consolidated
financial statements
and disclosures.

The following is a summary of the retrospective impact of our adoption of ASU No. 2016-15 and ASU No. 2016-18

(in thousands):
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Three Months Ended December 31, 2017
Historical Effect of Effect of
Adoption Adoption

Accounting  of of As
ASU No. ASU No.

Method 2016-15 2016-18 Adjusted
Unaudited Condensed Consolidated Statements of Cash
Flows
Change in prepaid expenses and other $ (8,562) $ - $ 5,890 $ (2,672)
Change in accrued liabilities 15,324 1,500 - 16,824
Cash provided by operating activities 72,215 1,500 xx 5,890 79,605
Payment of contingent consideration from acquisition of
business - (1,500) - (1,500)
Cash used in financing activities (81,082) (1,500) - (82,582)
13
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Self-Insurance

We have accrued a liability for estimated workers’ compensation and other casualty claims incurred based upon cash
reserves plus an estimate of loss development and incurred but not reported claims. The estimate is based upon
historical trends. Insurance recoveries related to such liability are recorded when considered probable.

We self-insure a significant portion of expected losses relating to workers’ compensation, general liability and
automobile liability. Generally, deductibles range from $1 million to $5 million per occurrence depending on the
coverage and whether a claim occurs outside or inside of the United States. Insurance is purchased over deductibles to
reduce our exposure to catastrophic events. Estimates are recorded for incurred outstanding liabilities for workers’
compensation, general liability claims and claims that are incurred but not reported. Estimates are based on adjusters’
estimates, historic experience and statistical methods that we believe are reliable. We have also engaged an actuary to
perform a review of our domestic casualty losses. Nonetheless, insurance estimates include certain assumptions and
management judgments regarding the frequency and severity of claims, claim development and settlement practices.
Unanticipated changes in these factors may produce materially different amounts of expense that would be reported
under these programs.

International Land Drilling Risks

International Land drilling operations may significantly contribute to our revenues and net operating income. There
can be no assurance that we will be able to successfully conduct such operations, and a failure to do so may have an
adverse effect on our financial position, results of operations, and cash flows. Also, the success of our international
land operations will be subject to numerous contingencies, some of which are beyond management’s control. These
contingencies include general and regional economic conditions, fluctuations in currency exchange rates, modified
exchange controls, changes in international regulatory requirements and international employment issues, risk of
expropriation of real and personal property and the burden of complying with foreign laws. Additionally, in the event
that extended labor strikes occur or a country experiences significant political, economic or social instability, we could
experience shortages in labor and/or material and supplies necessary to operate some of our drilling rigs, thereby
potentially causing an adverse material effect on our business, financial condition and results of operations. In
Argentina, while our dayrate is denominated in U.S. dollars, we are paid in Argentine pesos. The Argentine branch of
one of our second-tier subsidiaries remits U.S. dollars to its U.S. parent by converting the Argentine pesos into U.S.
dollars through the Argentine Foreign Exchange Market and repatriating the U.S. dollars. Argentina has a history of
implementing currency controls which restrict the conversion and repatriation of U.S. dollars. These controls have not
been in place in Argentina since December of 2016.

Argentina’s economy is considered highly inflationary, which is defined as cumulative inflation rates exceeding

100 percent in the most recent three-year period based on inflation data published by the respective

governments. Nonetheless, all of our foreign subsidiaries use the U.S. dollar as the functional currency and local
currency monetary assets and liabilities are remeasured into U.S. dollars with gains and losses resulting from foreign
currency transactions included in current results of operations.

For the three months ended December 31, 2018 and 2017, we experienced aggregate foreign currency losses of $3.9
million and $1.5 million, respectively. However, in the future, we may incur larger currency devaluations, foreign
exchange restrictions or other difficulties repatriating U.S. dollars from Argentina or elsewhere, which could have a
material adverse impact on our business, financial condition and results of operations.
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Because of the impact of local laws, our future operations in certain areas may be conducted through entities in which
local citizens own interests and through entities (including joint ventures) in which we hold only a minority interest or
pursuant to arrangements under which we conduct operations under contract to local entities. While we believe that
neither operating through such entities nor pursuant to such arrangements would have a material adverse effect on our
operations or revenues, there can be no assurance that we will in all cases be able to structure or restructure our
operations to conform to local law (or the administration thereof) on terms acceptable to us.

Although we attempt to minimize the potential impact of such risks by operating in more than one geographical area,
during the three months ended December 31, 2018, approximately 8.9 percent of our operating revenues were
generated from international locations in our contract drilling business compared to 11.2 percent during the three
months ended December 31, 2017. During the three months ended December 31, 2018, approximately 89.1 percent of
operating revenues from international locations were from operations in South America compared to 96.2 percent
during the three months ended December 31, 2017. Substantially all of the South American operating revenues were
from Argentina and

14
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Colombia. The future occurrence of one or more international events arising from the types of risks described above
could have a material adverse impact on our business, financial condition and results of operations.

NOTE 3 DISCONTINUED OPERATIONS

Current and noncurrent liabilities consist of municipal and income taxes payable and social obligations due within the
country of Venezuela. Expenses incurred for in-country obligations are reported as discontinued operations. The
activity for the three months ended December 31, 2018 was primarily due to the remeasurement of uncertain tax
liabilities as a result of the devaluation of the Venezuela bolivar. Early in 2018, the Venezuelan government
announced that it changed the existing dual-rate foreign currency exchange system by eliminating its heavily
subsidized foreign exchange rate, which was 10 Bolivars per United States dollar, and relaunched an exchange system
known as DICOM. The Venezuela government also established a new currency called the “Sovereign Bolivar,” which
was determined by the elimination of five zeros from the old currency. The DICOM floating rate was approximately
638 Bolivars per United States dollar at December 31, 2018. The DICOM floating rate might not reflect the barter
market exchange rates.

NOTE 4 PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment as of December 31, 2018 and September 30, 2018 consisted of the following (in
thousands):

December
Estimated Useful Lives 31, 2018 September 30, 2018

Contract drilling equipment 4 - 15 years $ 8,534,720 $ 8,442,081
Real estate properties 10 - 45 years 69,420 68,888
Other 2 - 23 years 478,604 471,310
Construction in progress 192,983 163,968

9,275,727 9,146,247
Accumulated depreciation (4,375,388) (4,288,865)
Property, plant and equipment, net $ 4,900,339 $ 4,857,382

Depreciation
Depreciation expense in the Unaudited Condensed Consolidated Statements of Operations of $140.0 million and

$142.4 million includes abandonments of $1.0 million and $7.3 million for the three months ended December 31,
2018 and 2017, respectively.
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During the three months ended December 31, 2018, we shortened the estimated useful life of certain components of
rigs planned for conversion resulting in an increase in depreciation expense during the three months ended December
31, 2018 of approximately $2.5 million. This will also increase the depreciation expense for the next three months by
approximately $0.7 million and will decrease the depreciation expense for fiscal years 2020, 2021, 2022, 2023, and
2024 by $0.6 million, $0.6 million, $0.4 million, $0.1 million, and $0.1 million, respectively and thereafter by $0.1
million.

Gain on Sale of Assets

We had a gain on sales of assets of $5.5 million and $5.6 million for the three months ended December 31, 2018 and
2017, respectively. These gains were primarily related to drill pipe damaged or lost in drilling operations.

NOTE 5 GOODWILL AND INTANGIBLE ASSETS
Goodwill

Goodwill represents the excess of the purchase price over the fair values of the assets acquired and liabilities assumed
in a business combination, at the date of acquisition. Goodwill is not amortized but is tested for potential impairment
at the reporting unit level, at a minimum on an annual basis, or when indications of potential impairment exist. All
of our goodwill is within our H&P Technologies reportable segment.

15
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The following is a summary of changes in goodwill (in thousands):

Balance at September 30, 2018 64,777
Additions (Note 1) 3,125
Balance at December 31, 2018  $ 67,902

Intangible Assets
Finite-lived intangible assets are amortized using the straight-line method over the period in which these assets

contribute to our cash flows and are evaluated for impairment in accordance with our policies for valuation of
long-lived assets. Intangible assets arising from business acquisitions consisted of the following:

December 31, 2018 September 30, 2018
Gross Gross
Carrying Accumulated Carrying Accumulated
(in thousands) Amount Amortization Net Amount Amortization Net
Finite-lived intangible
asset:
Developed technology $ 70,200 $ 6,755 $ 63,445 $ 70,000 $ 5,589 $ 64,411
Trade name 5,700 309 5,391 5,700 237 5,463
Customer relationships 4,000 867 3,133 4,000 667 3,333
$ 79,900 $ 7,931 $ 71,969 $ 79,700 $ 6,493 $ 73,207

Amortization expense in the Unaudited Condensed Consolidated Statements of Operations was $1.4 million and
$0.8 million for three months ended December 31, 2018 and 2017, respectively. Estimated intangible amortization is
estimated to be approximately $5.8 million for each of the next three succeeding fiscal years and approximately $5.1
million for fiscal year 2023.

NOTE 6 DEBT

At December 31, 2018 and September 30, 2018, we had the following unsecured long-term debt outstanding:

December 31, 2018 September 30, 2018
Unamortized Unamortized
Face Book Face Book
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Debt Debt
Issuance Issuance
Amount Cost Value Amount Cost Value

(in thousands)
Unsecured senior notes:
Due March 19, 2025 $ 500,000 $ (9,195) $ 490,805 $ 500,000 $ (6,032) $ 493,968
500,000 (9,195) 490,805 500,000 (6,032) 493,968
Less long-term debt due
within one year — — — — — —
Long-term debt $ 500,000 $ (9,195) $ 490,805 $ 500,000 $ (6,032) $ 493,968

On March 19, 2015, our wholly-owned direct subsidiary, Helmerich & Payne International Drilling Co. (“HPIDC”),
issued $500 million of 4.65 percent 10-year unsecured senior notes (the “HPIDC 2025 Notes”). Interest on the HPIDC
2025 Notes is payable semi-annually on March 15 and September 15. The debt discount is being amortized to interest
expense using the effective interest method. The debt issuance costs are amortized straight-line over the stated life of
the obligation, which approximates the effective interest method.

On November 19, 2018, we commenced an offer to exchange (the “Exchange Offer”) any and all outstanding HPIDC
2025 Notes for (i) up to $500.0 million aggregate principal amount of new 4.65 percent 10-year unsecured senior
notes of the Company (the “Company 2025 Notes”), with registration rights, and (ii) cash. Concurrently with the
Exchange Offer, we solicited consents (the “Consent Solicitation™) to adopt certain proposed amendments (the ‘“Proposed
Amendments”) to the indenture governing the HPIDC 2025 Notes, which include eliminating substantially all of the
restrictive covenants in such indenture and limiting the reporting covenant under such indenture. On December 20,
2018, we settled the Exchange Offer, pursuant to which we issued approximately $487.1 million in aggregate
principal amount of Company 2025 Notes. Interest on the Company 2025 Notes is payable semi-annually on March
15 and September 15 of each year, commencing March 15, 2019. The terms of the Company 2025 Notes are governed
by an indenture, dated December 20, 2018, as amended and supplemented by the first supplemental indenture thereto,
dated December 20, 2018, each among the Company, HPIDC and Wells Fargo Bank, National Association, as trustee.
Following the consummation of the Exchange Offer, HPIDC had outstanding approximately $12.9 million in
aggregate principal amount of HPIDC 2025 Notes. In connection with the Consent Solicitation, the requisite number
of consents to adopt the
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Proposed Amendments was received. Accordingly, on December 20, 2018, HPIDC, the Company and Wells
Fargo Bank, National Association, as trustee, entered into a supplemental indenture to the indenture governing the
HPIDC 2025 Notes to adopt the Proposed Amendments.

On November 13, 2018, we entered into an unsecured revolving credit facility (the “2018 Credit Facility”), which will
mature on November 13, 2023. The 2018 Credit Facility has $750 million in aggregate availability with a maximum
of $75 million available for use as letters of credit. The 2018 Credit Facility also permits aggregate commitments
under the facility to be increased by $300 million, subject to the satisfaction of certain conditions and the procurement
of additional commitments from new or existing lenders. The 2018 Credit Facility is currently guaranteed by HPIDC,
which guarantee is subject to release following or simultaneously with HPIDC’s release as an obligor under the HPIDC
2025 Notes and the Company 2025 Notes. The borrowings under the 2018 Credit Facility accrue interest at a spread
over either the London Interbank Offered Rate (LIBOR) or the Base Rate. We also pay a commitment fee on the
unused balance of the facility. Borrowing spreads as well as commitment fees are determined based on the debt rating
for senior unsecured debt of the Company or HPIDC as determined by Moody’s and Standard & Poor’s (“S&P”). The
spread over LIBOR ranges from 0.875 percent to 1.500 percent per annum and commitment fees range from 0.075
percent to 0.200 percent per annum. Based on the unsecured debt rating of HPIDC on September 30, 2018, the spread
over LIBOR would have been 1.125 percent and commitment fees would have been 0.125 percent had borrowings
been outstanding under the facility. There is a financial covenant in the 2018 Credit Facility that requires us to
maintain a total debt to total capitalization ratio of less than 50 percent. The 2018 Credit Facility contains additional
terms, conditions, restrictions and covenants that we believe are usual and customary in unsecured debt arrangements
for companies of similar size and credit quality, including a limitation that priority debt (as defined in the credit
agreement) may not exceed 17.5 percent of the net worth of the Company. As of December 31, 2018, there were no
borrowings, but there were three letters of credit outstanding in the amount of $38.0 million, and we had $712.0
million available to borrow under the 2018 Credit Facility. Subsequent to December 31, 2018, one letter of credit was
reduced by $500,000, increasing the amount available under the 2018 Credit Facility by that amount.

In connection with entering into the 2018 Credit Facility, we terminated our $300 million unsecured credit facility
under the credit agreement dated as of July 13, 2016 by and among HPIDC, as borrower, the Company, as guarantor,
Wells Fargo, National Association, as administrative agent, and the lenders party thereto.

At December 31, 2018, we had a $12 million unsecured standalone line of credit facility, which is purposed for the
issuance of bid and performance bonds, as needed, for international operations. There was nothing outstanding as of
December 31, 2018.

The applicable agreements for all unsecured debt contain additional terms, conditions and restrictions that we believe
are usual and customary in unsecured debt arrangements for companies that are similar in size and credit quality. At
December 31, 2018, we were in compliance with all debt covenants.

NOTE 7 INCOME TAXES
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Our income tax provision (benefit) from continuing operations for the first three months of fiscal years 2019 and 2018
was $1.4 million and ($500.6) million, respectively, resulting in effective tax rates of 13.9 percent and (50,064,100.0)
percent, respectively. Effective tax rates differ from the U.S. federal statutory rate of 21.0 percent for fiscal year 2019
(24.53 percent for fiscal year 2018) primarily due to state and foreign income taxes, permanent non-deductible items
and discrete adjustments. The discrete adjustments for the first three months of fiscal year 2019 are primarily due to
the recording of a tax benefit related to the reversal of an uncertain tax liability of $1.7 million, as the statute of
limitations has expired. The discrete adjustments for the first three months of fiscal year 2018 were primarily due to
the recording of a tax benefit of $500.4 million related to the remeasurement of the Company’s net deferred tax
liability as a result of the Tax Reform Act.

For the next 12 months, we cannot predict with certainty whether we will achieve ultimate resolution of any uncertain
tax positions associated with our U.S. and international operations that could result in increases or decreases of our
unrecognized tax benefits. However, we do not expect the increases or decreases to have a material effect on our
results of continuing operations or financial position.

NOTE 8 SHAREHOLDERS’ EQUITY

The Company has authorization from the Board of Directors for the repurchase of up to four million common shares
per calendar year. The repurchases may be made using our cash and cash equivalents or other available sources. We
had no purchases of common shares during the three months ended December 31, 2018 and 2017.
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Components of accumulated other comprehensive income were as follows:

December 31, September 30,
2018 2018
(in thousands)
Pre-tax amounts:
Unrealized appreciation on securities (1) $ — $ 44,023
Unrealized actuarial loss (21,401) (21,693)
$ (21,401) $ 22,330
After-tax amounts:
Unrealized appreciation on securities (1) $ — $ 29,071
Unrealized actuarial loss (12,296) (12,521)
$ (12,296) $ 16,550

(1) As disclosed in Note 2—Summary of Significant Accounting Policies, Risks and Uncertainties, we adopted ASU
No. 2016-01 on October 1, 2018. The standard requires that changes in the fair value of our equity investments
must be recognized in net income.

The following is a summary of the changes in accumulated other comprehensive income (loss), net of tax, by
component for the three months ended December 31, 2018:

Three Months Ended December 31, 2018

Unrealized

Appreciation  Defined

on Equity Benefit

Securities Pension Plan Total

(in thousands)
Balance at September 30, 2018 $ 29,071 $ (12,521) $ 16,550
Adoption of ASU No. 2016-01 (1) (29,071) — (29,071)
Balance at October 1, 2018 — (12,521) (12,521)
Other comprehensive income before reclassifications — — —
Amounts reclassified from accumulated other comprehensive income — 225 225
Net current-period other comprehensive income — 225 225
Balance at December 31, 2018 $ — $ (12,296) $ (12,296)

(1) As disclosed in Note 2—Summary of Significant Accounting Policies, Risks and Uncertainties, we adopted ASU
No. 2016-01 on October 1, 2018. The transition provisions enforced upon adoption require any unrealized gains or
losses as of October 1, 2018 to be recognized in the beginning balance of equity.

34



Edgar Filing: Helmerich & Payne, Inc. - Form 10-Q

The following provides detail about accumulated other comprehensive income (loss) components which were
reclassified to the Unaudited Condensed Consolidated Statements of Operations:

Reclassified from
Accumulated Other

Comprehensive

Income (Loss)

Three Months

Ended Affected Line
Details About Accumulated Other December 31, Item in the Consolidated
Comprehensive Income (Loss) Components 2018 2017 Statements of Operations

(in thousands)
Amortization of net actuarial loss on defined benefit Selling, general and
pension plan $ 292 $ 461 administrative

(67) (121)  Income tax provision

Total reclassifications for the period $ 225 $ 340 Net of tax

A cash dividend of $0.71 per share was declared on September 5, 2018 for shareholders of record on November 12,
2018, and paid on December 3, 2018. An additional cash dividend of $0.71 per share was declared on December 14,
2018 for shareholders of record on February 8, 2019, payable on March 1, 2019. The dividend payable is included in
accounts payable in the Unaudited Condensed Consolidated Balance Sheets.
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NOTE 9 REVENUE FROM CONTRACTS WITH CUSTOMERS

Impact of Adoption

Effective October 1, 2018, we adopted ASC 606 - “Revenue from Contracts with Customer” and ASC 340-40 “Contracts
with Customers,” which are effective for annual periods beginning on or after December 15, 2017. ASC 606 introduced
afive step approach to revenue recognition and ASC 340-40 introduced detailed rules for contract revenue related

costs. Details of the new requirements as well as the impact on our unaudited condensed consolidated financial
statements are described below.

We have applied ASC 606 in accordance with the modified retrospective transitional approach recognizing the
cumulative effect of initially applying the revenue standard as an adjustment to the opening balance of retained
earnings during this period (October 1, 2018). Comparative prior year periods were not adjusted. In applying the
modified retrospective approach, we elected practical expedients for (a) completed contracts as described in ASC
606-10-65-c2, and (b) contract modifications as described in ASC 606-10-65-1-f(4), allowing (a) the application of
the revenue standard only to contracts that were not completed as of the date of initial application, and (b) to reflect
the aggregate effect of all modifications that occur before the adoption date in accordance with the new standard
when: (i) identifying the satisfied and unsatisfied performance obligations, (ii) determining the transaction price, and
(iii) allocating the transaction price to the satisfied and unsatisfied performance obligations. We believe that the
impact on the opening balance of retained earnings during the period (October 1, 2018) would not have been
significantly different had we not elected to use the practical expedients.

ASC 606 uses the terms ‘contract asset’ and ‘contract liability’ to describe what might more commonly be known as
‘accrued or unbilled revenue’ and ‘deferred revenue’, respectively; however, the Standard does not prohibit an entity
from using alternative descriptions in the statement of financial position. We have adopted the terminology used in
ASC 606 to describe such balances. Apart from providing more extensive disclosures for our revenue transactions, the
application of ASC 606 has not had a significant impact on our financial position and/or financial performance.

Contract Drilling Services Revenue

Substantially all of our drilling services are performed on a “daywork” contract basis, under which we charge a rate per
day, with the price determined by the location, depth and complexity of the well to be drilled, operating conditions,

the duration of the contract, and the competitive forces of the market. These contract drilling services represent a

series of distinct daily services that are substantially the same, with the same pattern of transfer to the customer.
Because our customers benefit equally throughout the service period and our efforts in providing contract drilling
services are incurred relatively evenly over the period of performance, revenue is recognized over time using a time
based input measure as we provide services to the customer.
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Contracts generally contain renewal or extension provisions exercisable at the option of the customer at prices
mutually agreeable to us and the customer. For contracts that are terminated by customers prior to the expirations of
their fixed terms, contractual provisions customarily require early termination amounts to be paid to us. Revenues
from early terminated contracts are recognized when all contractual requirements have been met. During the three
months ended December 31, 2018 and 2017 early termination revenue was approximately $7.1 million and $4.3
million, respectively.

We also act as a principal for certain reimbursable services and auxiliary equipment provided by us to our clients, for
which we incur costs and earn revenues. Many of these costs are variable, or dependent upon the activity that is
actually performed each day under the related contract. Accordingly, reimbursements that we receive for
out-of-pocket expenses are recorded as revenues and the out-of-pocket expenses for which they relate are recorded as
operating costs during the period to which they relate within the series of distinct time increments. All of our revenues
are recognized net of sales taxes, when applicable.

With most drilling contracts, we also receive payments contractually designated for the mobilization and
demobilization of drilling rigs and other equipment to and from the client’s drill site. Revenues associated with the
mobilization and demobilization of our drilling rigs to and from the client’s drill site do not relate to a distinct good or
service and are recognized ratably over the related contract term that drilling services are provided.

Demobilization fees expected to be received upon contract completion are estimated at contract inception and
recognized on a straight-line basis over the contract term. The amount of demobilization revenue that we ultimately
collect is dependent upon the specific contractual terms, most of which include provisions for reduced or no payment
for demobilization when, among other things, the contract is renewed or extended with the same client, or when the
rig is subsequently contracted with another client prior to the termination of the current contract. Since revenues
associated with
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demobilization activity are typically variable, at each period end, they are estimated at the most likely amount, and
constrained when the likelihood of a significant reversal is probable. Any change in the expected amount of
demobilization revenue is accounted for with the net cumulative impact of the change in estimate recognized in the
period during which the revenue estimate is revised.

Contract Costs

Mobilization costs include certain direct costs incurred for mobilization of contracted rigs. These costs relate directly
to a contract, enhance resources that will be used in satisfying the future performance obligations and are expected to
be recovered. These costs are capitalized when incurred and recorded as current or noncurrent contract fulfillment
costs asset (depending on the length of the initial contract term), and are amortized on a systematic basis consistent
with the pattern of the transfer of the goods or services to which the asset relates which typically includes the initial
term of the related drilling contract or a period longer than the initial contract term if management anticipates a
customer will renew or extend a contract, which we expect to benefit from the cost of mobilizing the rig. Abnormal
mobilization costs are fulfillment costs that are incurred from excessive resources, wasted or spoiled materials, and
unproductive labor costs that are not otherwise anticipated in the contract price and are expensed as incurred. As of
December 31, 2018, we had capitalized fulfillment costs of $10.7 million.

Capital modification costs are incurred for rig modifications or upgrades required for a contract, which are considered
to be capital improvements. These costs are capitalized as property, plant and equipment and depreciated over the
estimated useful life of the improvement.

Remaining Performance Obligations

The total aggregate transaction price allocated to the unsatisfied performance obligations, commonly referred to as
backlog, as of December 31, 2018 was approximately $1.6 billion, of which approximately $0.9 billion is expected to
be recognized during the remainder of fiscal year 2019, $0.6 billion during fiscal year 2020, and approximately $0.1
billion is expected to be recognized in fiscal year 2021 and thereafter. These amounts do not include anticipated
contract renewals. Additionally, contracts that currently contain month-to-month terms are represented in our backlog
as one month of unsatisfied performance obligations. Our contracts are subject to cancellation or modification at the
election of the customer; however, due to the level of capital deployed by our customers on underlying projects, we
have not been materially adversely affected by contract cancellations or modifications in the past. We do not have
material long-term contracts related to our H&P Technologies segment.

Contract Assets and Liabilities
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Amounts owed from our customers under our revenue contracts are typically billed on a monthly basis as the service
is being provided and are due within 1-30 days of billing. Such amounts are classified as accounts receivable on our
Unaudited Condensed Consolidated Balance Sheets. Under certain of our contracts, we recognize revenues in excess
of billings, referred to as contract assets, within our accounts receivable within our unaudited condensed consolidated
balance sheets.

Under certain of our contracts, we may be entitled to receive payments in advance of satisfying our performance
obligations under the contract. We recognize a liability for these payments in excess of revenue recognized, referred to
as deferred revenue or contract liabilities, within accrued liabilities and other noncurrent liabilities in our Unaudited
Condensed Consolidated Balance Sheets. Contract balances are presented at the net amount at a contract level.

The following table summarizes the balances of our contract assets and liabilities at the dates indicated:

As of As of
December October
31,2018 11,2018
(in thousands)
Contract assets  $ 3,058 $ 2,600

Fiscal Year

2019

(in

thousands)
Contract liabilities balance at October 1 $ 30,032
Payment received and deferred -
Revenue recognized during the period (10,860)

Contract liabilities balance at December 31 $ 19,172
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NOTE 10 STOCK-BASED COMPENSATION

On March 2, 2016, the Helmerich & Payne, Inc. 2016 Omnibus Incentive Plan (the “2016 Plan”) was approved by our
stockholders. The 2016 Plan, among other things, authorizes the Human Resources Committee of the Board to grant
non-qualified stock options and restricted stock awards to selected employees and to non-employee Directors.
Restricted stock may be granted for no consideration other than prior and future services. The purchase price per
share for stock options may not be less than market price of the underlying stock on the date of grant. Stock options
expire 10 years after the grant date. Awards outstanding under the Helmerich & Payne, Inc. 2005 Long-Term
Incentive Plan and the Helmerich & Payne, Inc. 2010 Long-Term Incentive Plan remain subject to the terms and
conditions of those plans. During the three months ended December 31, 2018, there were no non-qualified granted
stock options, as we have, prospectively and for fiscal year 2019, replaced stock options with performance share units
as a component of our executives’ long-term equity incentive compensation. We have eliminated stock options as an
element of our Director compensation program. During the three months ended December 31, 2018, 472,987 shares of
restricted stock awards were granted under the 2016 Plan. An additional 142,603 of restricted stock grants were
awarded outside of the 2016 Plan in conjunction with the acquisition of MagVAR.

A summary of compensation cost for stock-based payment arrangements recognized in selling, general and
administrative expense is as follows:

Three Months Ended
December 31,
2018 2017
(in thousands)
Compensation expense
Stock options $ 1,416 $ 1,963
Restricted stock 5,742 5,124
$ 7,158 $ 7,087

Stock Options

Prospectively, and for the fiscal year ending September 30, 2019, we have eliminated stock options as an element of
our director compensation program. The Board of Directors has determined to award stock-based compensation to
directors solely in the form of restricted stock.

The following summarizes the weighted-average assumptions utilized in determining the fair value of options granted
during the three months ended December 31, 2017:
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2017
Risk-free interest rate (1) 22 %
Expected stock volatility (2) 36.1 %
Dividend yield (3) 48 %

Expected term (in years) (4) 6.0

(1) The risk-free interest rate is based on U.S. Treasury securities for the expected term of the option.
2) Expected volatilities are based on the daily closing price of our stock based upon historical experience
over a period which approximates the expected term of the option.
(3) The dividend yield is based on our current dividend yield.
(4) The expected term of the options granted represents the period of time that they are expected to be outstanding.
We estimate term of option granted based on historical experience with grants and exercise.
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A summary of stock option activity under all existing long-term incentive plans for the three months ended December
31, 2018 is presented in the following tables:

Three Months Ended December 31, 2018

Weighted
Average
Weighted Remaining Aggregate
Average Contractual Intrinsic
Shares Exercise Term Value
(in
(in thousands) Price (in years) thousands)
Outstanding at October 1, 2018 3,499 $ 58.62
Granted — —
Exercised (191) 22.07
Forfeited/Expired 9) 58.43
Outstanding at December 31, 2018 3,299 $ 60.74 5.92 $ 2,269
Vested and expected to vest at December 31, 2018 3,299 $ 60.74 5.92 $ 2,269
Exercisable at December 31, 2018 2,497 $ 60.23 5.15 $ 2,269

The weighted-average fair value of options granted in the first quarter of fiscal year 2018 was $12.94.

The total intrinsic value of options exercised during the three months ended December 31, 2018 and 2017 was
$7.6 million and $4.1 million, respectively.

As of December 31, 2018, the unrecognized compensation cost related to stock options was $5.6 million, which is
expected to be recognized over a weighted-average period of 2.4 years.

Restricted Stock

Restricted stock awards consist of our common stock and are time-vested over three to six years. We recognize
compensation expense on a straight-line basis over the vesting period. The fair value of restricted stock awards is
determined based on the closing price of our shares on the grant date. As of December 31, 2018, there was

$55.9 million of total unrecognized compensation cost related to unvested restricted stock awards. That cost is
expected to be recognized over a weighted-average period of 2.7 years.
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A summary of the status of our restricted stock awards as of December 31, 2018 and changes in restricted stock
outstanding during the three months then ended is presented below:

Three Months Ended
December 31, 2018
Weighted
Average
Shares Grant Date Fair
(in thousands) Value per Share
Outstanding at October 1, 2018 1,001 $ 63.74
Granted 473 58.48
Vested (1) (361) 64.47
Forfeited (7 59.59
Outstanding on December 31, 2018 1,106 $ 61.27

(1)The number of restricted stock awards vested includes shares that we withheld on behalf of our employees to
satisfy the statutory tax withholding requirements.

Performance Units

We have made awards to certain employees that are subject to market-based performance conditions ("performance
units"). Subject to the terms and conditions set forth in the applicable performance unit award agreements and the

2016 Plan, grants of performance units are subject to a vesting period of three years (the “Vesting Period”) that is
dependent on the achievement of certain performance goals. Such performance unit awards consist of two separate
components. Performance units that comprise the first component are subject to a three-year performance

cycle. Performance units that comprise the second component are further divided into three separate tranches, each of
which is subject to a separate one-year performance cycle within the full three-year performance cycle. The vesting of
the performance units is generally dependent on (i) the achievement of the Company’s total shareholder return (“TSR”)
performance goals relative to the TSR achievement of a peer group of companies (the “Peer Group”) over the applicable
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performance cycle, and (ii) the continued employment of the recipient of the performance unit award throughout the
Vesting Period.

At the end of the Vesting Period, recipients receive dividend equivalents, if any, with respect to the number of vested
performance units. The vesting of units ranges from zero to 200% of the units granted depending on the Company’s
TSR relative to the TSR of the Peer Group on the vesting date.

The grant date fair value of performance units was determined through use of the Monte Carlo simulation method.
The Monte Carlo simulation method requires the use of highly subjective assumptions. Our key assumptions in the
method include the price and the expected volatility of our stock and our self-determined Peer Group companies’
stock, risk free rate of return, dividend yields and cross-correlations between our and our self-determined Peer Group
companies. On December 14, 2018, we granted 145,153 performance units with a weighted average grant date fair
value of $9.1 million. That cost is expected to be recognized over a weighted-average period of three years.

NOTE 11 EARNINGS (LOSS) PER COMMON SHARE

ASC 260, Earnings per Share, requires companies to treat unvested share-based payment awards that have
non-forfeitable rights to dividends or dividend equivalents as a separate class of securities in calculating earnings per
share. We have granted and expect to continue to grant to employees restricted stock grants and performance units
that contain non-forfeitable rights to dividends. Such grants are considered participating securities under ASC

260. As such, we are required to include these grants in the calculation of our basic earnings per share and calculate
basic earnings per share using the two-class method. The two-class method of computing earnings per share is an
earnings allocation formula that determines earnings per share for each class of common stock and participating
security according to dividends declared (or accumulated) and participation rights in undistributed earnings.

Basic earnings per share is computed utilizing the two-class method and is calculated based on the weighted-average
number of common shares outstanding during the periods presented.

Diluted earnings per share is computed using the weighted-average number of common and common equivalent
shares outstanding during the periods utilizing the two-class method for stock options, nonvested restricted stock and
performance units.

Under the two-class method of calculating earnings per share, dividends paid and a portion of undistributed net
income, but not losses, are allocated to unvested restricted stock grants and performance units that receive dividends,
which are considered participating securities.
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The following table sets forth the computation of basic and diluted earnings per share:

Three Months Ended
December 31,
2018 2017

(in thousands, except per
share amounts)

Numerator:

Income from continuing operations $ 8,364 $ 500,642

Income (loss) from discontinued operations 10,595 (536)

Net income 18,959 500,106

Adjustment for basic earnings per share

Earnings allocated to unvested shareholders (777) (3,537)

Numerator for basic earnings per share:

From continuing operations 7,587 497,105

From discontinued operations 10,595 (536)
18,182 496,569

Adjustment for diluted earnings per share:
Effect of reallocating undistributed earnings of unvested shareholders 1) 10

Numerator for diluted earnings per share:

From continuing operations 7,586 497,115
From discontinued operations 10,595 (536)

$ 18,181 $ 496,579
Denominator:
Denominator for basic earnings per share - weighted-average shares 109,142 108,683
Effect of dilutive shares from stock options, restricted stock and performance units 283 412
Denominator for diluted earnings per share - adjusted weighted-average shares 109,425 109,095

Basic earnings per common share:

Income from continuing operations $ 0.07 $ 4.57
Income from discontinued operations 0.10 —
Net income $ 0.17 $ 4.57
Diluted earnings per common share:

Income from continuing operations $ 0.07 $ 4.55
Income from discontinued operations 0.10 —
Net income $ 0.17 $ 4.55

The following shares attributable to outstanding equity awards were excluded from the calculation of diluted earnings
per share because their inclusion would have been anti-dilutive:
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Three Months Ended

December 31,

2018 2017

(in thousands, except

per share amounts)
Shares excluded from calculation of diluted earnings per share 2,089 3,377
Weighted-average price per share $ 67.25 $ 63.47

NOTE 12 FAIR VALUE MEASUREMENT OF FINANCIAL INSTRUMENTS

We have certain assets and liabilities that are required to be measured and disclosed at fair value. Fair value is defined
as the exchange price that would be received to sell an asset or paid to transfer a liability (an exit price) in the
principal or most advantageous market for the asset or liability in an orderly transaction between market participants
at the measurement date. We use the fair value hierarchy established in ASC 820-10 to measure fair value to
prioritize the inputs:

- Level 1 — Quoted prices (unadjusted) in active markets for identical assets or liabilities that the reporting entity can
access at the measurement date.

Level 2 — Observable inputs, other than quoted prices included in Level 1, such as quoted prices for similar
assets or liabilities in active markets; quoted prices for similar assets and liabilities in markets
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that are not active; or other inputs that are observable or can be corroborated by observable market data.

Level 3 — Unobservable inputs that are supported by little or no market activity and that are significant to
the fair value of the assets or liabilities. This includes pricing models, discounted cash flow
methodologies and similar techniques that use significant unobservable inputs.

The assets held in the Non-Qualified Supplemental Savings Plan are carried at fair value, which totaled $15.0 million
at December 31, 2018 and $16.2 million at September 30, 2018. The assets are comprised of mutual funds that are
measured using Level 1 inputs.

Short-term investments include securities classified as trading securities. Both realized and unrealized gains and losses
on trading securities are included in other income (expense) in the Unaudited Condensed Consolidated Statements of
Operations. The securities are recorded at fair value.

Our non-financial assets, such as intangible assets, goodwill and property, plant and equipment, are recorded at fair
value when acquired in a business combination or when an impairment charge is recognized. If measured at fair value
in the Unaudited Condensed Consolidated Balance Sheets, these would generally be classified within Level 2 or 3 of
the fair value hierarchy.

The majority of cash equivalents are invested in highly liquid money-market mutual funds invested primarily in direct
or indirect obligations of the U.S. Government. The carrying amount of cash and cash equivalents approximates fair
value due to the short maturity of those investments.

The carrying value of other current assets, accrued liabilities and other liabilities approximated fair value at December
31, 2018 and September 30, 2018.

The following table summarizes our assets and liabilities measured at fair value presented in our Unaudited
Condensed Consolidated Balance Sheet as of December 31, 2018:

Fair Value (Level 1) (Level 2) (Level 3)
(in thousands)

Recurring fair value measurements:

Short-term investments:

Certificates of deposit $ 6,508 $ — $ 6,508 $ —
Corporate and municipal debt securities 6,862 — 6,862 —
U.S. government and federal agency securities 27,702 22,703 4,999 —
Total short-term investments 41,072 22,703 18,369 —
Cash and cash equivalents 228,462 228,462 — —
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Investments 39,775 39,652 123 —
Other current assets 30,246 30,246 — —
Other assets 3,882 3,882 — —
Total assets measured at fair value $ 343,437 $ 324,945 $ 18,492 $ —
Liabilities:

Contingent earnout liability $ 12,147 $ — $ — $ 12,147

At December 31, 2018, our financial instruments measured at fair value utilizing Level 1 inputs include cash
equivalents, U.S. Agency issued debt securities, equity securities with active markets and money market funds that are
classified as restricted assets. The current portion of restricted amounts are included in prepaid expenses and other,
and the noncurrent portion is included in other assets. For these items, quoted current market prices are readily
available.

At December 31, 2018, assets measured at fair value using Level 2 inputs include certificates of deposit, municipal
bonds and corporate bonds measured using broker quotations that utilize observable market inputs.

Our financial instruments measured using Level 3 inputs consist of potential earnout payments associated with the
acquisition of AJC in fiscal year 2019 and MOTIVE Dirilling Technologies, Inc. in fiscal year 2017. The valuation
techniques used for determining the fair value of the potential earnout payments use a Monte Carlo simulation which
evaluates numerous potential earnings and pay out scenarios.
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The following table presents a reconciliation of changes in the fair value of our financial assets and liabilities
classified as Level 3 fair value measurements in the fair value hierarchy for the indicated periods:

Three Months Ended
December 31,
2018 2017
(in thousands)
Net liabilities at beginning of period $ 11,160 $ 14,879

Additions 673 —
Total gains or losses:

Included in earnings 314 3,977
Settlements (1) — (1,500)
Net liabilities at end of period $ 12,147 $ 17,356

(1) Settlements represent earnout payments that have been paid during the period.

The following information presents the supplemental fair value information about long-term fixed-rate debt at
December 31, 2018 and September 30, 2018:

December 31September 30,
2018 2018
(in millions)

Carrying value of long-term fixed-rate debt $ 490.8 $ 494.0

Fair value of long-term fixed-rate debt $ 509.9 $ 509.3

The fair value for the $500 million fixed-rate debt was based on broker quotes. The notes are classified within Level
2 as they are not actively traded in markets.

We adopted ASU No. 2016-01 on October 1, 2018, and as a result, we recognize our marketable equity securities that
have readily determinable fair values at fair value, with changes in such values reflected in net income. Previously,
we recognized changes in fair value of equity securities in other comprehensive income in the Unaudited Condensed
Consolidated Statements of Comprehensive Income. There is no longer a requirement to consider whether the decline
in fair value is other-than-temporary. When equity securities are sold, the cost of securities used in determining
realized gains and losses is based on the average cost basis of the security sold.
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The estimated fair value of our equity securities, reflected on our Unaudited Condensed Consolidated Balance Sheets
as Investments, is based on Level 1 inputs. As of December 31, 2018 we recorded a loss of $42.8 million which
resulted from the decrease in the fair value of our investments from September 30, 2018. The following is a summary
of our securities, which excludes assets held in a Non-Qualified Supplemental Savings Plan:

Gross Gross Estimated
Unrealized Unrealized Fair
Cost Gains Losses Value

(in thousands)
Equity Securities:
December 31, 2018 $ 38,473 $ 13,154 $ (11,975) $ 39,652
September 30, 2018 $ 38,473 $ 44,023 $ — $ 82,496
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NOTE 13 EMPLOYEE BENEFIT PLANS

Components of Net Periodic Benefit Cost

The following provides information at December 31, 2018 related to the Company-sponsored domestic defined
benefit pension plan:

Three Months Ended

December 31,

2018 2017

(in thousands)
Interest cost $ 1,097 $ 1,014
Expected return on plan assets (1,386) (1,386)
Recognized net actuarial loss 292 461
Net pension expense $ 3 $ 89

Employer Contributions

We did not contribute to the Pension Plan during the three months ended December 31, 2018. We could make
contributions for the remainder of fiscal year 2019 to fund distributions in lieu of liquidating assets.

NOTE 14 COMMITMENTS AND CONTINGENCIES

Purchase Commitments

Equipment, parts and supplies are ordered in advance to promote efficient construction and capital improvement
progress. At December 31, 2018, we had purchase commitments for equipment, parts and supplies of approximately
$90.2 million.

Guarantee Arrangements
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We are contingently liable to sureties in respect of bonds issued by the sureties in connection with certain
commitments entered into by us in the normal course of business. We have agreed to indemnify the sureties for any
payments made by them in respect of such bonds.

Contingencies

During the ordinary course of our business, contingencies arise resulting from an existing condition, situation or set of
circumstances involving an uncertainty as to the realization of a possible gain or loss contingency. We account for
gain contingencies in accordance with the provisions of ASC 450, Contingencies, and, therefore, we do not record
gain contingencies or recognize income until realized. The property and equipment of our Venezuelan subsidiary was
seized by the Venezuelan government on June 30, 2010. Our wholly-owned subsidiaries, HPIDC and Helmerich &
Payne de Venezuela, C.A., filed a lawsuit in the United States District Court for the District of Columbia on
September 23, 2011 against the Bolivarian Republic of Venezuela, Petroleos de Venezuela, S.A. and PDVSA
Petroleo, S.A. Our subsidiaries seek damages for the taking of their Venezuelan drilling business in violation of
international law and for breach of contract. While there exists the possibility of realizing a recovery, we are currently
unable to determine the timing or amounts we may receive, if any, or the likelihood of recovery. No contingent gains
were recognized in our Unaudited Condensed Consolidated Financial Statements.

In January 2018, an employee of Helmerich & Payne International Drilling Co. (“HPIDC”) suffered personal injury and
subsequently, brought a lawsuit against the operator and Helmerich & Payne, Inc. (“H&P”’). Pursuant to the terms of the
drilling contract between HPIDC and the operator, HPIDC indemnified the operator in the lawsuit, subject to certain
limitations. H&P has settled this matter on behalf of itself and the operator with $21.0 million of the settlement

amount to be paid by the Company. The settlement amount was accrued for as of December 31, 2018. While we
believe we had meritorious defenses to the matter, we determined that settlement was a reasonable alternative to the
uncertainty and expense associated with a jury trial.

The Company and its subsidiaries are parties to various other pending legal actions arising in the ordinary course of
our business. We maintain insurance against certain business risks subject to certain deductibles. Although no
assurance can be given, we believe, based on our experiences to date and taking into account established reserves and
insurance, that the ultimate resolution of such items will not have a material adverse impact on our financial condition,
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cash flows, or results of operations. When we determine a loss is probable of occurring and is reasonably estimable,
we accrue an undiscounted liability for such contingencies based on our best estimate using information available at
that time. If the estimated loss is a range of potential outcomes and there is no better estimate within the range, we
accrue the amount at the low end of the range. We disclose contingencies where an adverse outcome may be material,
or in the judgment of management, we conclude the matter should otherwise be disclosed.

NOTE 15 BUSINESS SEGMENTS AND GEOGRAPHIC INFORMATION

Description of the Business

We are a global contract drilling company based in Tulsa, Oklahoma with operations in all major U.S. onshore basins
as well as South America and the Middle East. Our contract drilling operations consist mainly of contracting
Company-owned drilling equipment primarily to large oil and gas exploration companies. We believe we are the
recognized industry leader in drilling as well as technological innovation.

Effective October 1, 2018, we implemented organizational changes, consistent with the manner in which our chief
operating decision maker evaluates performance and allocates resources. Certain operations previously reported in
“other” within our segment disclosures are now managed and presented within the new H&P Technologies reportable
segment. As a result, beginning with the reporting of first quarter 2019, our operations are organized into the
following reportable business segments: U.S. Land, Offshore, International Land and H&P Technologies. Certain
other corporate activities and our real estate operations are included in Other. All segment disclosures have been recast
for these segment changes. Consolidated revenues and expenses reflect the elimination of intercompany transactions.

Segment Performance

We evaluate segment performance based on income or loss from continuing operations (segment operating income)
before income taxes which includes:

Revenues from external and internal customers

Direct operating costs

Depreciation and
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Allocated general and administrative costs

but excludes corporate costs for other depreciation, income from asset sales and other corporate income and expense.

General and administrative costs are allocated to the segments based primarily on specific identification and, to the
extent that such identification is not practical, on other methods which we believe to be a reasonable reflection of the
utilization of services provided.
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Summarized financial information of our reportable segments for the three months ended December 31, 2018 and
2017 is shown in the following tables:

(in thousands)
External Sales
Intersegment
Total Sales

Segment
Operating Income
(Loss)

(in thousands)
External Sales
Intersegment
Total Sales

Segment
Operating Income
(Loss)

(1) Prior period information has been recast to reflect the change in operating segments.

December 31, 2018

U.S. Land Offshore

$ 624,241 $ 36,910
582 —
624,823 36,910
79,668 7,168

December 31, 2017

U.S. Land Offshore

$ 461,640 $ 33,366
461,640 33,366
24,745 8,725

International H&P

Land Technologies

$ 66,287 $ 9,920
66,287 9,920
6,630 (10,344)

International H&P

Technologies
Land (D)
$ 63214 $ 2,849
63,214 2,849
3,534 (8,815)

Other

$ 3,240
234
3,474

1,554

Other

(D

$ 3,018
220
3,238

1,498

Eliminations Total

$ — $ 740,598

$ (816) —
(816) 740,598
— 84,676

Eliminations Total

$ — $ 564,087
(220) —
(220) 564,087
— 29,687

The following table reconciles segment operating income (loss) per the table above to income from continuing
operations before income taxes as reported on the Unaudited Condensed Consolidated Statements of Operations:

(in thousands)

Segment operating income

Income from asset sales

Corporate selling, general and administrative costs and corporate depreciation

Operating income from continuing operations

Other income (expense)

Interest and dividend income

Three Months Ended
December 31,
2018 2017
As adjusted
$ 84,676 $ 29,687
5,545 5,565
(35,932) (31,643)
54,289 3,609
2,450 1,724
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The following table presents total assets by reportable segment:
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Interest expense

Loss on investment securities
Other

Total unallocated amounts

Income from continuing operations before income taxes

(in thousands)
Total assets

U.S. Land
Offshore
International Land
H&P Technologies
Other

Investments and corporate operations
Total assets from continuing operations
Discontinued operations

December 31,

2018

$

5,076,230
103,650
328,718
153,170
29,678
5,691,446
452,895
6,144,341

6,144,341

(4,720)

(42,844)

541

(44,573)
$ 9,716

September 30,
2018

$

5,012,378
105,439
362,033
146,957
29,525
5,656,332
558,535
6,214,867

6,214,867

(5,773)
441
(3,608)

$1
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The following table presents revenues from external customers by country based on the location of service provided:

Three Months Ended
December 31,
(in thousands) 2018 2017
Operating revenues
United States $ 674,001 $ 500,758
Argentina 41,605 48,829
Colombia 17,426 11,996
Other Foreign 7,566 2,504
Total $ 740,598 $ 564,087

Refer to Note 9—Revenue from Contracts with Customers for additional information regarding the recognition of
revenue upon adoption of ASC 606.

NOTE 16 GUARANTOR AND NON-GUARANTOR FINANCIAL INFORMATION

In March 2015, HPIDC, a wholly-owned subsidiary of the Company, issued senior unsecured notes in an aggregate
principal amount of $500 million. In December 2018, the Company completed the Exchange Offer, pursuant to which
$487.1 million aggregate principal amount of the HPIDC notes was exchanged for new senior unsecured notes of the
Company in an equal aggregate principal amount (see Note 6—Debt). The $12.9 million of remaining HPIDC notes
continue to be fully and unconditionally guaranteed by the Company. No subsidiaries of the Company currently
guarantee such notes, subject to certain provisions that if any subsidiary guarantees certain other debt of HPIDC or the
Company, then such subsidiary will provide a guarantee of the obligations under such notes.

In connection with the Exchange Offer, HPIDC fully and unconditionally guaranteed the Company’s newly issued
$487.1 million of notes. No other subsidiaries of the Company currently guarantee such notes, subject to certain
provisions that if any subsidiary guarantees certain other debt of the Company, then such subsidiary will provide a
guarantee of the obligations under such notes.

In connection with the notes described above, we are providing the following unaudited condensed consolidating
financial information in accordance with the Securities and Exchange Commission disclosure requirements, so that
separate financial statements of HPIDC are not required to be filed. Each entity in the consolidating financial
information follows the same accounting policies as described in the consolidated financial statements. Unaudited
condensed consolidating financial information for HPIDC and the Company is shown in the tables below.
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CONDENSED CONSOLIDATING BALANCE SHEETS

(Unaudited)

(In thousands)

Assets

Current assets:

Cash and cash equivalents
Short-term investments
Accounts receivable, net of
allowance

Inventories of materials and
supplies, net

Prepaid expenses and other
Total current assets

Investments

Property, plant and
equipment, net
Intercompany receivables
Goodwill

Intangible assets, net
Other assets

Investment in subsidiaries

Total assets

Liabilities and Shareholders'
Equity

Current liabilities:

Accounts payable

Accrued liabilities

Total current liabilities

Noncurrent liabilities:
Long-term debt
Deferred income taxes
Intercompany payables
Other

December 31, 2018

Helmerich &
Payne, Inc.
(Guarantor)

$ —

(299)

(1)
14,804
14,504

14,957

47,383
282,543

318
6,003,703

$ 6,363,408

$ 83,631
20,733
104,364

482,126
(3,437)
1,432,156
21,960

Helmerich &

Payne

International

Drilling Co. Non-Guarantor

(Issuer) Subsidiaries Eliminations

$ 208,219 $ 20,243 $ —
41,072 — —
493,770 52,628 (368)
129,389 30,604 —
12,626 40,387 (327)
885,076 143,862 (695)
39,651 123 —
4,577,824 275,132 —
1,658,200 507,824 (2,448,567)
— 67,902 —
— 71,969 —
1,266 5,069 —
185,924 — (6,189,627)

$ 7,347,941 $ 1,071,881 $ (8,638,889)

$ 51,394 $ 6,741 $ (360)
192,779 31,330 (335)
244,173 38,071 (695)
8,679 — —
835,673 20,951 —
208,841 807,470 (2,448,467)
40,384 22,221 —
— 3,633 —

Total
Consolidated

$

$

228,462
41,072

545,731

159,992
67,490
1,042,747

54,731

4,900,339

67,902
71,969
6,653

6,144,341

141,406
244,507
385,913

490,805
853,187

84,565
3,633
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discontinued operations
Total noncurrent liabilities
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1,932,805 1,093,577 854,275
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