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                    PARKER DRILLING COMPANY AND SUBSIDIARIES
                      CONSOLIDATED CONDENSED BALANCE SHEETS
                             (Dollars in Thousands)
                                   (Unaudited)

<TABLE>
<CAPTION>
                                                                                September 30,      December 31,
                                                                                    2003               2002
                                                                                -------------     -------------
<S>                                                                             <C>               <C>
                             ASSETS
Current Assets:
       Cash and cash equivalents                                                $      81,409     $      51,982
       Accounts and notes receivable, net                                              78,437            89,363
       Rig materials and supplies                                                       9,172            17,161
       Other current assets                                                             3,225             8,631
                                                                                -------------     -------------
                 Total current assets                                                 172,243           167,137
                                                                                -------------     -------------
Property, plant and equipment less
       accumulated depreciation and amortization of $432,536
       at September 30, 2003 and $604,813 at December 31, 2002                        406,648           641,278

Assets held for sale                                                                  148,064               896

Goodwill, net of accumulated amortization of $108,412 at
       September 30, 2003 and December 31, 2002                                       115,983           115,983

Other noncurrent assets                                                                21,826            28,031
                                                                                -------------     -------------
                 Total assets                                                   $     864,764     $     953,325
                                                                                =============     =============
            LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
       Current portion of long-term debt                                        $      65,672     $       6,486
       Accounts payable and accrued liabilities                                        62,659            50,742
       Accrued income taxes                                                            10,152             4,347
                                                                                -------------     -------------



                 Total current liabilities                                            138,483            61,575
                                                                                -------------     -------------
Long-term debt                                                                        503,688           583,444
Discontinued operations                                                                 7,072                 -
Other long-term liabilities                                                            11,021             7,680
Contingencies (Note 7)                                                                      -                 -
Stockholders' equity:
       Common stock                                                                    15,669            15,465
       Capital in excess of par value                                                 435,992           434,998
       Accumulated other comprehensive income - net unrealized
                 gain on investments available for sale                                   605               664
       Accumulated deficit                                                           (247,766)         (150,501)
                                                                                -------------     -------------
                 Total stockholders' equity                                           204,500           300,626
                                                                                -------------     -------------
                               Total liabilities and stockholders' equity       $     864,764     $     953,325
                                                                                =============     =============
</TABLE>

See accompanying notes to unaudited consolidated condensed financial statements.
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                    PARKER DRILLING COMPANY AND SUBSIDIARIES
                 CONSOLIDATED CONDENSED STATEMENTS OF OPERATIONS
                 (Dollars in Thousands Except Per Share Amounts)
                                   (Unaudited)

<TABLE>
<CAPTION>
                                                              Three Months Ended September 30,    Nine Months Ended September 30,
                                                              --------------------------------    -------------------------------
                                                                   2003              2002              2003              2002
                                                              -------------     --------------    -------------     -------------
<S>                                                           <C>               <C>               <C>               <C>
Drilling and rental revenues:
        U.S. drilling                                         $      13,872     $       21,550    $      49,593     $      56,695
        International drilling                                       49,090             53,845          138,893           163,208
        Rental tools                                                 14,054             11,852           40,366            37,206
                                                              -------------     --------------    -------------     -------------
Total drilling and rental revenues                                   77,016             87,247          228,852           257,109
                                                              -------------     --------------    -------------     -------------
Drilling and rental operating expenses:
        U.S. drilling                                                11,964             13,977           37,466            39,508
        International drilling                                       33,232             33,895           96,220           109,060
        Rental tools                                                  5,860              5,255           16,868            16,650
        Depreciation and amortization                                17,393             17,159           51,791            50,240
                                                              -------------     --------------    -------------     -------------
Total drilling and rental operating expenses                         68,449             70,286          202,345           215,458
                                                              -------------     --------------    -------------     -------------
Drilling and rental operating income                                  8,567             16,961           26,507            41,651
                                                              -------------     --------------    -------------     -------------
Construction contract revenue                                         1,061             17,285            7,030            81,948
Construction contract expense                                            61             16,515            5,030            79,924
                                                              -------------     --------------    -------------     -------------
Construction contract operating income (Note 6)                       1,000                770            2,000             2,024
                                                              -------------     --------------    -------------     -------------
General and administrative expense                                   (4,079)            (6,097)         (14,485)          (18,583)
Provision for doubtful accounts                                           -             (1,140)               -            (1,140)
Gain on disposition of assets, net                                      405              1,581              963             2,781
                                                              -------------     --------------    -------------     -------------
Total operating income                                                5,893             12,075           14,985            26,733
                                                              -------------     --------------    -------------     -------------
Other income and (expense):
        Interest expense                                            (13,152)           (13,312)         (39,901)          (38,409)
        Other income (expense) - net                                    551               (282)           1,642            (4,063)
                                                              -------------     --------------    -------------     -------------
Total other income and (expense)                                    (12,601)           (13,594)         (38,259)          (42,472)
                                                              -------------     --------------    -------------     -------------
Loss before income taxes                                             (6,708)            (1,519)         (23,274)          (15,739)
Income tax expense (benefit):
        Current                                                       3,905              2,657           11,646             7,602
        Deferred                                                          -             (4,000)               -           (13,700)



                                                              -------------     --------------    -------------     -------------
Income tax expense (benefit)                                          3,905             (1,343)          11,646            (6,098)
                                                              -------------     --------------    -------------     -------------
Loss from continuing operations                                     (10,613)              (176)         (34,920)           (9,641)
Discontinued operations, net of taxes                                 3,957             (7,844)         (62,345)          (20,937)
Cumulative effect of change in accounting principle                       -                  -                -           (73,144)
                                                              -------------     --------------    -------------     -------------
Net loss                                                      $      (6,656)    $       (8,020)   $     (97,265)    $    (103,722)
                                                              =============     ==============    =============     =============

Loss per share - basic and diluted:
        Loss from continuing operations                       $       (0.11)    $        (0.00)   $       (0.37)    $       (0.10)
        Discontinued operations, net of taxes                 $        0.04     $        (0.09)   $       (0.67)    $       (0.23)
        Cumulative effect of change in accounting principle   $           -     $            -    $           -     $       (0.79)
        Net loss                                              $       (0.07)    $        (0.09)   $       (1.04)    $       (1.12)

Number of common shares used in computing
            earnings per share:
        Basic and diluted                                        93,728,825         92,510,985       93,198,996        92,365,791
</TABLE>

See accompanying notes to unaudited consolidated condensed financial statements.
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                    PARKER DRILLING COMPANY AND SUBSIDIARIES
                 CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
                             (Dollars in Thousands)
                                   (Unaudited)

<TABLE>
<CAPTION>
                                                                                Nine Months Ended September 30,
                                                                                -------------------------------
                                                                                     2003              2002
                                                                                -------------     -------------
<S>                                                                             <C>               <C>
Cash flows from operating activities:
     Net loss                                                                   $     (97,265)    $    (103,722)
     Adjustments to reconcile net loss
            to net cash provided by (used in) operating activities:
                Depreciation and amortization                                          51,791            50,240
                Gain on disposition of assets                                            (963)           (2,781)
                Cumulative effect of change in accounting principle                         -            73,144
                Expenses not requiring cash                                             3,807             6,130
                Deferred income taxes                                                       -           (13,700)
                Discontinued operations                                                68,574            22,387
                Change in operating assets and liabilities                             42,297           (24,682)
                                                                                -------------     -------------
     Net cash provided by operating activities                                         68,241             7,016
                                                                                -------------     -------------
Cash flows from investing activities:
     Capital expenditures                                                             (23,843)          (39,238)
     Proceeds from the sale of equipment                                                5,092             5,459
                                                                                -------------     -------------
     Net cash used in investing activities                                            (18,751)          (33,779)
                                                                                -------------     -------------
Cash flows from financing activities:
     Principal payments under debt obligations                                        (20,063)           (3,887)
     Proceeds from interest rate swap settlement (Note 9)                                   -             2,620
                                                                                -------------     -------------
     Net cash used in financing activities                                            (20,063)           (1,267)
                                                                                -------------     -------------
Net change in cash and cash equivalents                                                29,427           (28,030)
Cash and cash equivalents at beginning of period                                       51,982            60,400
                                                                                -------------     -------------
Cash and cash equivalents at end of period                                      $      81,409     $      32,370
                                                                                =============     =============
Supplemental cash flow information:
     Interest paid                                                              $      30,607     $      29,172
     Income taxes paid                                                          $      13,799     $      14,917

Supplemental noncash investing activity:



     Net unrealized loss on investments available
            for sale (net of taxes $0 in 2003 and $46 in 2002)                  $         (59)    $         (82)

     Capital lease obligation                                                   $       1,004     $           -
</TABLE>

See accompanying notes to unaudited consolidated condensed financial statements.
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                    PARKER DRILLING COMPANY AND SUBSIDIARIES

NOTES TO UNAUDITED CONSOLIDATED CONDENSED FINANCIAL STATEMENTS

1.   General - In the opinion of the management of Parker Drilling Company (the
     "Company"), the accompanying unaudited consolidated condensed financial
     statements reflect all adjustments (of a normally recurring nature) which
     are necessary for a fair presentation of (1) the financial position as of
     September 30, 2003 and December 31, 2002, (2) the results of operations for
     the three and nine months ended September 30, 2003 and 2002, and (3) cash
     flows for the nine months ended September 30, 2003 and 2002. Results for
     the nine months ended September 30, 2003 are not necessarily indicative of
     the results that will be realized for the year ending December 31, 2003.
     The financial statements should be read in conjunction with the Company's
     Form 10-K/A for the year ended December 31, 2002.

     Our independent accountants have performed a review of these interim
     financial statements in accordance with standards established by the
     American Institute of Certified Public Accountants. Pursuant to Rule 436(c)
     under the Securities Act of 1933, their report of that review should not be
     considered a report within the meaning of Section 7 and 11 of that Act, and
     the independent accountants liability under Section 11 does not extend to
     it.

     Stock-Based Compensation - The Company's stock-based employee compensation
     plans are accounted for under the recognition and measurement principles of
     the Accounting Principles Board Opinion ("APB") No. 25, "Accounting for
     Stock Issued to Employees," and related Interpretations. No stock-based
     employee compensation cost related to stock options is reflected in net
     loss, as all options granted under the plan had an exercise price equal to
     the market value of the underlying common stock on the date of grant. The
     following table illustrates the effect on net loss and loss per share if
     the Company had applied the fair value recognition provisions of the
     Statement of Financial Accounting Standards ("SFAS") No. 123, "Accounting
     for Stock-Based Compensation," to stock-based employee compensation.

<TABLE>
<CAPTION>
                                                            Three Months Ended September 30,    Nine Months Ended September 30,
                                                            --------------------------------    -------------------------------
                                                                 2003              2002              2003              2002
                                                            -------------     -------------     -------------     -------------
                                                                     (Dollars in Thousands, Except Per Share Amounts)
<S>                                                         <C>               <C>               <C>               <C>
Net loss                                                    $      (6,656)    $      (8,020)    $     (97,265)    $    (103,722)

Stock-based compensation expense
       determined under fair value method                            (272)             (261)           (1,011)           (2,048)
                                                            -------------     -------------     -------------     -------------

Pro forma net loss                                          $      (6,928)    $      (8,281)    $     (98,276)    $    (105,770)
                                                            =============     =============     =============     =============
Loss per share - basic and diluted:
        Net loss as reported                                $       (0.07)    $       (0.09)    $       (1.04)    $       (1.12)
        Net loss pro forma                                  $       (0.07)    $       (0.09)    $       (1.05)    $       (1.15)
</TABLE>

     The fair value of each option grant is estimated on the date of grant using
     the Black-Scholes option pricing model with the following weighted-average
     assumptions for the three and nine months ended September 30, 2003 and
     2002: no dividend yield; expected volatility of 52.5%; risk-free interest
     rate ranged from 2.94% to 2.96% and 4.48% to 4.88%, respectively; and
     expected lives of options, 5-7 years.
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NOTES TO UNAUDITED CONSOLIDATED CONDENSED FINANCIAL STATEMENTS (continued)

2. Earnings Per Share-

<TABLE>
<CAPTION>
                                                                  For the Three Months Ended September 30, 2003
                                                             ------------------------------------------------------
                                                              Income (Loss)          Shares            Per Share
                                                               (Numerator)       (Denominator)          Amount
                                                             --------------      --------------      --------------
<S>                                                          <C>                 <C>                 <C>
Basic and diluted EPS:
Loss from continuing operations                              $  (10,613,000)         93,728,825      $        (0.11)

Discontinued operations, net of taxes                             3,957,000                                    0.04
                                                             --------------                          --------------
Net loss                                                     $   (6,656,000)                         $        (0.07)
                                                             ==============                          ==============
</TABLE>

<TABLE>
<CAPTION>
                                                                  For the Nine Months Ended September 30, 2003
                                                             ------------------------------------------------------
                                                                  Loss               Shares            Per Share
                                                              (Numerator)         (Denominator)          Amount
                                                             --------------      --------------      --------------
<S>                                                          <C>                 <C>                 <C>
Basic and diluted EPS:
Loss from continuing operations                              $  (34,920,000)         93,198,996      $        (0.37)

Discontinued operations, net of taxes                           (62,345,000)                                  (0.67)
                                                             --------------                          --------------
Net loss                                                     $  (97,265,000)                         $        (1.04)
                                                             ==============                          ==============
</TABLE>

<TABLE>
<CAPTION>
                                                                  For the Three Months Ended September 30, 2002
                                                             ------------------------------------------------------
                                                                  Loss               Shares            Per Share
                                                              (Numerator)         (Denominator)          Amount
                                                             --------------      --------------      --------------
<S>                                                          <C>                 <C>                 <C>
Basic and diluted EPS:
Loss from continuing operations                              $     (176,000)         92,510,985      $        (0.00)

Discontinued operations, net of taxes                            (7,844,000)                                  (0.09)
                                                             --------------                          --------------
Net loss                                                     $   (8,020,000)                         $        (0.09)
                                                             ==============                          ==============
</TABLE>

<TABLE>
<CAPTION>
                                                                  For the Nine Months Ended September 30, 2002
                                                             ------------------------------------------------------
                                                                  Loss               Shares            Per Share
                                                              (Numerator)         (Denominator)          Amount
                                                             --------------      --------------      --------------
<S>                                                          <C>                 <C>                 <C>
Basic and diluted EPS:
Loss from continuing operations                              $   (9,641,000)         92,365,791      $        (0.10)

Discontinued operations, net of taxes                           (20,937,000)                                  (0.23)

Cumulative effect of change in accounting principle             (73,144,000)                                  (0.79)
                                                             --------------                          --------------



Net loss                                                     $ (103,722,000)                         $        (1.12)
                                                             ==============                          ==============
</TABLE>
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NOTES TO UNAUDITED CONSOLIDATED CONDENSED FINANCIAL STATEMENTS (continued)

2. Earnings Per Share - (continued)

     The Company has outstanding $109,706,000 of 5.5% convertible subordinated
     notes which are convertible into 7,128,395 shares of common stock at $15.39
     per share. The notes have been outstanding since their issuance in July
     1997 but were not included in the computation of diluted EPS because the
     assumed conversion of the notes would have had an anti-dilutive effect on
     EPS. For the three and nine months ended September 30, 2003, options to
     purchase 9,902,809 shares of common stock at prices ranging from $1.96 to
     $12.19, were outstanding but not included in the computation of diluted EPS
     because the assumed exercise of the options would have had an anti-dilutive
     effect on EPS due to the net loss incurred during the period. For the three
     and nine months ended September 30, 2002, options to purchase 9,888,561
     shares of common stock at prices ranging from $2.24 to $12.1875, were
     outstanding but not included in the computation of diluted EPS because the
     assumed exercise of the options would have had an anti-dilutive effect on
     EPS due to the net loss incurred during the period.

3.   Business Segments - The primary services the Company provides are as
     follows: U.S. drilling, international drilling and rental tools.
     Information regarding the Company's operations by industry segment for the
     three and nine months ended September 30, 2003 and 2002 is as follows
     (dollars in thousands):

<TABLE>
<CAPTION>
                                                             Three Months Ended September 30,    Nine Months Ended September 30,
                                                             --------------------------------    -------------------------------
                                                                  2003              2002              2003              2002
                                                             -------------     --------------    -------------     -------------
<S>                                                          <C>               <C>               <C>               <C>
Drilling and rental revenues:
       U.S. drilling                                         $      13,872     $       21,550    $      49,593     $      56,695
       International drilling                                       49,090             53,845          138,893           163,208
       Rental tools                                                 14,054             11,852           40,366            37,206
                                                             -------------     --------------    -------------     -------------
Total drilling and rental revenues                                  77,016             87,247          228,852           257,109
                                                             -------------     --------------    -------------     -------------

Drilling and rental operating income:
       U.S. drilling                                                (3,307)             2,649           (2,867)            2,670
       International drilling                                        7,168             11,103           15,956            27,801
       Rental tools                                                  4,706              3,209           13,418            11,180
                                                             -------------     --------------    -------------     -------------
Total drilling and rental operating income                           8,567             16,961           26,507            41,651

Construction contract operating income                               1,000                770            2,000             2,024
General and administrative expense                                  (4,079)            (6,097)         (14,485)          (18,583)
Provision for doubtful accounts                                          -             (1,140)               -            (1,140)
Gain on disposition of assets, net                                     405              1,581              963             2,781
                                                             -------------     --------------    -------------     -------------

Total operating income                                               5,893             12,075           14,985            26,733

Interest expense                                                   (13,152)           (13,312)         (39,901)          (38,409)
Other income (expense) - net                                           551               (282)           1,642            (4,063)
                                                             -------------     --------------    -------------     -------------

Loss before income taxes                                     $      (6,708)    $       (1,519)   $     (23,274)    $     (15,739)
                                                             =============     ==============    =============     =============
</TABLE>
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NOTES TO UNAUDITED CONSOLIDATED CONDENSED FINANCIAL STATEMENTS (continued)

4.   Discontinued Operations - In June 2003, the Company's board of directors
     approved a plan to sell its Latin American assets consisting of 17 land
     rigs and related inventory and spare parts and its U.S. offshore assets
     consisting of seven jackup rigs and four platform rigs. The Company is
     actively marketing the assets through an independent broker. At June 30,
     2003, the net book value of the assets to be sold exceeded the estimated
     fair value and as a result an impairment charge including estimated sales
     expenses was recognized in the second quarter of 2003 in the amount of
     $54.0 million. One Latin America land rig and related spare parts was sold
     for $1.8 million in July, 2003.

     The operations in Latin America and the U.S. that utilize the assets
     included in this plan of disposition meet the requirements of discontinued
     operations under the provisions of SFAS No. 144 "Accounting for the
     Impairment or Disposal of Long-Lived Assets." The consolidated financial
     statements have been restated to present the Latin America operations and
     the U.S. jackup and platform drilling operations as discontinued
     operations. The assets of these discontinued operations are mainly
     comprised of the estimated fair value of drilling rigs and related spare
     parts and supplies. The liabilities of these discontinued operations
     consist mainly of deferred revenue and estimated accrued costs to sell the
     assets.

<TABLE>
<CAPTION>
                                                            Three Months Ended September 30,    Nine Months Ended September 30,
                                                            --------------------------------    -------------------------------
                                                                 2003              2002             2003              2002
                                                            -------------     --------------    -------------     -------------
                                                                                   (Dollars in Thousands)
<S>                                                         <C>               <C>               <C>               <C>
Discontinued operations drilling revenues:
    U.S. jackup and platform drilling                       $      13,108     $       12,621    $      35,428     $      29,641
    Latin America drilling                                          5,860              8,976           18,201            35,948
                                                            -------------     --------------    -------------     -------------
Total discontinued operations drilling revenues                    18,968             21,597           53,629            65,589
                                                            -------------     --------------    -------------     -------------
Discontinued operations operating income (loss)
    U.S. jackup and platform drilling (1)                           2,127              1,434            3,666              (243)
    Latin America drilling (1)                                      1,692              2,086            3,166             9,043
    Depreciation and amortization                                       -             (7,894)         (14,629)          (22,796)
                                                            -------------     --------------    -------------     -------------
Total discontinued operations operating income (loss) (2)           3,819             (4,374)          (7,797)          (13,996)
    Other income - net                                               (853)               134             (558)              568
    Provision for impairment of assets                                  -               (360)         (53,968)             (360)
    Tax benefit (expense)                                             991             (3,244)             (22)           (7,149)
                                                            -------------     --------------    -------------     -------------
Income (loss) from discontinued operations                  $       3,957     $       (7,844)   $     (62,345)    $     (20,937)
                                                            =============     ==============    =============     =============
</TABLE>

(1) Drilling gross margin - drilling revenues less direct drilling operating
expenses, excluding depreciation and amortization expense.

(2) Drilling operating income (loss) - drilling revenues less direct drilling
operating expenses, including depreciation and amortization expense.

5.   Reclassifications - Effective in 2003 the Company changed its accounting
     for reimbursable costs. In prior years, the Company netted the
     reimbursement with the cost in the Statement of Operations. Beginning in
     2003 the Company has recorded the reimbursements as operating revenues and
     the costs in operating expense. There is no effect on total operating
     income. The prior periods presented have been reclassified to conform to
     the current presentation. The effect of making this change was an increase
     in both total drilling and rental revenues and total drilling and rental
     operating expenses of $19.5 million and $24.8 million for the nine months
     ended September 30, 2003 and 2002, respectively and $7.0 million and $7.5
     million for the three months ended September 30, 2003 and 2002,
     respectively.
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NOTES TO UNAUDITED CONSOLIDATED CONDENSED FINANCIAL STATEMENTS (continued)

6.   Construction Contract - The Company historically only constructed drilling
     rigs for its own use. At the request of one of its significant customers,
     the Company entered into a contract to design, construct, mobilize and sell
     ("construction contract") a specialized drilling rig to drill extended
     reach wells to offshore targets from a land-based location on Sakhalin
     Island, Russia, for an international consortium of oil and gas companies.
     The Company also entered into a contract to subsequently operate the rig on
     behalf of the consortium. Generally Accepted Accounting Principles ("GAAP")
     requires that revenues received and costs incurred related to the
     construction contract be accounted for and reported on a gross basis and
     income for the related fees should be recognized on a percentage of
     completion basis. Because this construction contract is not a part of our
     historical or normal operations, the revenues and costs related to this
     contract have been shown as a separate component in the statement of
     operations. The profit from the design, construction, mobilization and
     rig-up fees is calculated on a percentage of completion basis. During the
     third quarter ended September 30, 2003 the design, construction,
     mobilization and rig up was completed and we recognized $1.0 million in
     profit. The total profit recognized to date under the design, construction,
     mobilization and rig-up contract is $4.5 million, $2.0 million in 2003 and
     $2.5 million during 2002.

7.   Contingency - On July 6, 2001, the Ministry of State Revenues of Kazakhstan
     ("MSR") issued an Act of Audit to the Kazakhstan branch ("PKD Kazakhstan")
     of Parker Drilling Company International Limited ("PDCIL"), a wholly owned
     subsidiary of the Company, assessing additional taxes of approximately
     $29.0 million for the years 1998-2000. The assessment consisted primarily
     of adjustments in corporate income tax based on a determination by the
     Kazakhstan tax authorities that payments by Offshore Kazakhstan
     International Operating Company, ("OKIOC"), to PDCIL of $99.0 million, in
     reimbursement of costs for modifications to barge rig 257, performed by
     PDCIL prior to the importation of the drilling rig into Kazakhstan, are
     income to PKD Kazakhstan, and therefore, taxable to PKD Kazakhstan. PKD
     Kazakhstan filed an Act of Non-Agreement that such reimbursements should
     not be taxable and requested that the Act of Audit be revised accordingly.
     In November 2001, the MSR rejected PKD Kazakhstan's Act of Non-Agreement,
     prompting PKD Kazakhstan to seek judicial review of the assessment. On
     December 28, 2001, the Astana City Court issued a judgment in favor of PKD
     Kazakhstan, finding that the reimbursements to PDCIL were not income to PKD
     Kazakhstan and not otherwise subject to tax based on the U.S.-Kazakhstan
     Tax Treaty. The MSR appealed the decision of the Astana City Court to the
     Civil Panel of the Supreme Court, which confirmed the decision of the
     Astana City Court that the reimbursements were not income to PKD Kazakhstan
     in March 2002. Although the court agreed with the MSR's position on certain
     minor issues, no additional taxes were payable as a result of this
     assessment. Although the required period to file an appeal has expired the
     MSR may petition the Supreme Court of Kazakhstan to reopen the case if
     material new evidence is discovered. In addition, PDCIL has filed a
     petition with the U.S. Treasury Department for competent authority review,
     which is a tax treaty procedure to resolve disputes as to which country may
     tax income covered under the treaty. The U.S. Treasury Department has
     granted our petition and has initiated proceedings with the MSR, which are
     ongoing.

8.   Recent Accounting Pronouncements - In April 2002, the Financial Accounting
     Standard Board ("FASB") issued SFAS No. 145, "Rescission of FASB Statements
     No. 4, No. 44, and No. 64, Amendment of FASB Statement No. 13, and
     Technical Corrections." SFAS No. 145 is effective for fiscal years
     beginning after May 15, 2002. We adopted this standard in the first quarter
     of 2003 and it did not have a significant effect on our results of
     operations or our financial position.

     In July 2002, the FASB issued SFAS No. 146, "Accounting for Costs
     Associated with Exit or Disposal Activities." SFAS No. 146 is effective for
     exit or disposal activities initiated after December 31, 2002. The adoption
     of this standard has not had any impact on our financial position or
     results of operations.

     In November 2002, the FASB issued Interpretation No. 45 ("FIN 45"),
     "Guarantor's Accounting and Disclosure Requirements for Guarantees,



     including Indirect Guarantees of Indebtedness of Others." The
     interpretation requires disclosure about the nature and terms of
     obligations under certain guarantees that the Company has issued. The
     interpretation also clarifies that a guarantor is required to recognize, at
     inception of a guarantee, a liability for the fair value of the obligation
     undertaken in issuing a guarantee. The initial recognition and initial
     measurement provisions are applicable on a prospective basis to guarantees
     issued or modified after December 31, 2002. The disclosure requirements in
     this interpretation are effective immediately. We were not impacted by the
     issuance of FIN 45.
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     NOTES TO UNAUDITED CONSOLIDATED CONDENSED FINANCIAL STATEMENTS (continued)

     On December 31, 2002, the FASB issued SFAS No. 148, "Accounting for
     Stock-Based Compensation-Transition and Disclosure - An Amendment of SFAS
     No. 123." The standard provides additional transition guidance for
     companies that elect to voluntarily adopt the accounting provisions of SFAS
     No. 123, "Accounting for Stock-Based Compensation." SFAS No. 148 does not
     change the provisions of SFAS No. 123 that permit entities to continue to
     apply the intrinsic value method of APB No. 25, "Accounting for Stock
     Issued to Employees." As we continue to follow APB No. 25, our accounting
     for stock-based compensation will not change as a result of SFAS No. 148.
     SFAS No. 148 does require certain new disclosures in both annual and
     interim financial statements. The interim disclosure provisions have been
     included as Note 1.

     On January 17, 2003, the FASB issued FIN 46, "Consolidation of Variable
     Interest Entities, An Interpretation of Accounting Research Bulletin No.
     51." The primary objectives of FIN 46 are to provide guidance on how to
     identify entities for which control is achieved through means other than
     through voting rights (variable interest entities ("VIE")) and how to
     determine when and which business enterprise should consolidate the VIE.
     This new model for consolidation applies to an entity in which either (1)
     the equity investors do not have a controlling financial interest or (2)
     the equity investment at risk is insufficient to finance that entity's
     activities without receiving additional subordinated financial support from
     other parties. We will adopt this standard in December 2003, and do not
     expect it to have a significant effect on our results of operations or our
     financial position.

     In March 2003, the FASB issued SFAS No. 149, "Amendment of Statement 133 on
     Derivative Instruments and Hedging Activities." This Statement amends and
     clarifies financial accounting and reporting for derivative instruments,
     including certain derivative instruments embedded in other contracts
     (collectively referred to as derivatives) and for hedging activities under
     FASB Statement No. 133, Accounting for Derivative Instruments and Hedging
     Activities. This Statement will be effective for contracts entered into,
     modified or designated as hedges after June 30, 2003. Implementation of
     this statement did not have a material effect on our results of operations
     or our financial position.

     In May 2003, the FASB issued SFAS No. 150, "Accounting for Certain
     Financial Instruments with Characteristics of both Liabilities and Equity."
     This statement improves the accounting for certain financial instruments
     that, under previous guidance, issuers could account for as equity and
     requires that those instruments be classified as liabilities (or assets in
     certain circumstances) in statements of financial position. This statement
     will be effective for all financial statements entered into or modified
     after May 31, 2003, and otherwise is effective at the beginning of the
     first interim period beginning after June 15, 2003. Implementation of this
     statement did not have a significant effect on our financial position.

9.   Derivative Financial Instruments - The Company is exposed to interest rate
     risk from its fixed-rate debt. In January 2002, the Company hedged against
     a portion of the risk of changes in fair value associated with its $214.2
     million 9.75% senior notes by entering into three fixed-to-variable
     interest rate swap agreements with a total notional amount of $150.0
     million. The Company assumed no ineffectiveness as each interest rate swap
     agreement met the short-cut method requirements under SFAS No. 133 for fair
     value hedges of debt instruments. As a result, changes in the fair value of



     the interest rate swap agreements were offset by changes in the fair value
     of the debt and no net gain or loss was recognized in earnings. During the
     nine months ended September 30, 2002, the interest rate swap agreements
     reduced interest expense by $2.6 million.

     On July 24, 2002, the Company terminated all the interest rate swap
     agreements and received $3.5 million. A gain totaling $2.6 million is being
     recognized as a reduction to interest expense over the remaining term
     (ending November 2006) of the debt instrument, of which $0.2 million and
     $0.5 million was recognized during the three and nine months ended
     September 30, 2003, respectively.
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NOTES TO UNAUDITED CONSOLIDATED CONDENSED FINANCIAL STATEMENTS (continued)

10.  Subsequent Events - On October 10, 2003, the Company refinanced a portion
     of its existing debt by issuing $175.0 million of new 9.625% senior notes
     due 2013 and replaced its senior credit facility with a $150.0 million
     senior credit agreement. The senior credit agreement consists of a
     four-year $100.0 million delayed draw term loan facility and a three-year
     $50.0 million revolving credit facility which facilities are collateralized
     with certain drilling rigs, rental tool equipment, accounts receivable and
     substantially all of the stock of the subsidiaries, and contains customary
     affirmative and negative covenants. The proceeds of the new 9.625% senior
     notes, plus an initial draw of $50.0 million under the term loan facility,
     were partially used to retire $184.3 million of the 9.75% senior notes due
     2006 that had been tendered pursuant to a tender offer dated September 24,
     2003. The balance of the proceeds from the new senior notes and the initial
     draw down under the term loan facility will be used to retire the remaining
     $29.9 million of 9.75% senior notes that were not tendered but have been
     called for redemption effective November 15, 2003. The remaining $50.0
     million of the delayed draw term loan facility may only be used to repay
     the 5.5% convertible subordinated notes.

     The revolving credit facility portion of the senior credit agreement
     replaces the previous $50.0 million revolving credit facility that would
     have expired in late October 2003. The revolving credit facility is
     available for working capital requirements, general corporate purposes and
     to support letters of credit. Availability under the revolving credit
     facility is subject to a borrowing base limitation based on 85 percent of
     eligible receivables plus a value for eligible rental tool equipment. As of
     September 30, 2003, the borrowing base was $41.1 million, of which none had
     been drawn down, and $10.4 million had been reserved for letters of credit,
     resulting in available revolving credit of $30.7 million.

     In connection with the above refinancing and tender offer, on September 24,
     2003, the Company commenced a consent solicitation relating to its 9.75%
     senior notes due 2006 and a consent solicitation relating to its 10.125%
     senior notes due 2009. Upon completion of the consent solicitation relating
     to the 9.75% senior notes, the indenture, dated as of March 11, 1998, among
     the Company, the subsidiaries of the Company named therein as guarantors
     and JPMorgan Chase Bank, as Trustee, as supplemented and amended, was
     amended to (i) eliminate substantially all of the restrictive covenants and
     (ii) eliminate the requirements that any subsidiary that provided
     guarantees under the senior credit facility become a guarantor under said
     Indenture. Holders of more than two-thirds (the requisite consent
     threshold) of the outstanding principal amount of the 9.75% senior notes
     consented to these amendments. The amendments were effective as of October
     10, 2003.

     Upon completion of the consent solicitation relating to the 10.125% senior
     notes, the indenture, dated as of May 2, 2002, among the Company, the
     subsidiaries of the Company named therein as guarantors and JPMorgan Chase
     Bank, as Trustee, as supplemented and amended, was amended to change the
     price at which the Company is permitted to purchase, redeem or otherwise
     acquire or retire up to $75.0 million in aggregate principal amount of the
     Company's 5.5% convertible subordinated notes due 2004, prior to their
     stated maturity from a price of "less than par" to a price "equal to or
     less than 100.786%" of the principal amount of such notes. Holders of more
     than a majority (the requisite consent threshold) of the outstanding
     principal amount of the 10.125% senior notes consented to this amendment.
     The amendment was effective as of October 10, 2003.



     Rig Incident - On November 7, 2003, the Company reported that a well
     control incident occurred during completion operations on its offshore
     barge rig 18B. All crewmembers onboard at the time of the incident were
     safely evacuated and there are no reported injuries. The incident resulted
     in a fire and substantial damage to the rig which management believes will
     be covered by insurance.
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NOTES TO UNAUDITED CONSOLIDATED CONDENSED FINANCIAL STATEMENTS (continued)

11.  Guarantor/Non-Guarantor Consolidating Condensed Financial Statements - Set
     forth on the following pages are the consolidating condensed financial
     statements of the restricted subsidiaries and the subsidiaries which are
     not restricted by the senior notes. All of the Company's senior notes are
     guaranteed by substantially all the direct and indirect wholly owned
     subsidiaries of Parker Drilling. There are currently no restrictions on the
     ability of the subsidiaries to transfer funds to Parker Drilling in the
     form of cash dividends, loans or advances. Parker Drilling is a holding
     company with no drilling operations. In prior years, the non-guarantors
     were inconsequential, individually and in the aggregate, to the
     consolidated financial statements and separate financial statements of the
     guarantors were not presented because management had determined that they
     would not be material to investors.

     In August, 2002, Parker Drilling Company International Limited ("PDCIL")
     sold two of its rigs in Kazakhstan to AralParker, a Kazakhstan closed joint
     stock company, which is owned 50 percent by PDCIL and 50 percent by a
     Kazakhstan company, Aralnedra, CJSC. Because PDCIL has significant
     influence over the business affairs of AralParker, its financial statements
     are consolidated with those of the Company.

     AralParker, Casuarina Limited (a wholly owned captive insurance company)
     and Parker Drilling Investment Company are all non-guarantor subsidiaries
     whose aggregate financial position and results of operations are no longer
     deemed to be inconsequential and, accordingly, the Company is providing
     consolidating condensed financial information of the parent, (Parker
     Drilling), the guarantor subsidiaries, and the non-guarantor subsidiaries
     as of September 30, 2003 and December 31, 2002, and for the three and nine
     months ended September 30, 2003, and 2002.
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                    PARKER DRILLING COMPANY AND SUBSIDIARIES
                     CONSOLIDATING CONDENSED BALANCE SHEETS
                             (Dollars in Thousands)
                                   (Unaudited)

<TABLE>
<CAPTION>
                                                                                        September 30, 2003
                                                             ----------------------------------------------------------------------
                                                                Parent       Guarantor    Non-Guarantor  Eliminations  Consolidated
                                                             -----------    -----------   -------------  ------------  ------------
<S>                                                          <C>            <C>           <C>            <C>           <C>
                        ASSETS
Current Assets:
     Cash and cash equivalents                               $    68,373    $     8,955    $     4,081   $         -    $    81,409
     Accounts and notes receivable, net                          136,052         92,580         19,205      (169,400)        78,437
     Rig materials and supplies                                        -          9,172              -             -          9,172
     Other current assets and short-term investments                   -          3,102             73            50          3,225
                                                             -----------    -----------    -----------   -----------    -----------
                Total current assets                             204,425        113,809         23,359      (169,350)       172,243
                                                             -----------    -----------    -----------   -----------    -----------
Property, plant and equipment, net                                    79        384,228         35,935       (13,594)       406,648

Assets held for sale                                                   -        148,064              -             -        148,064

Goodwill, net                                                          -        115,983              -             -        115,983

Investment in subsidiaries and intercompany advances             628,803        649,062         21,463    (1,299,328)             -



Other noncurrent assets                                           11,005         10,280            580           (39)        21,826
                                                             -----------    -----------    -----------   -----------    -----------

                Total assets                                 $   844,312    $ 1,421,426    $    81,337   $(1,482,311)   $   864,764
                                                             ===========    ===========    ===========   ===========    ===========

         LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:
     Current portion of long-term debt                       $    65,672    $         -    $         -   $         -    $    65,672
     Accounts payable and accrued liabilities                     41,342        194,240         13,162      (175,933)        72,811
                                                             -----------    -----------    -----------   -----------    -----------
                Total current liabilities                        107,014        194,240         13,162      (175,933)       138,483
                                                             -----------    -----------    -----------   -----------    -----------
Long-term debt                                                   503,688              -              -             -        503,688
Deferred income tax                                              (45,300)        45,300              -             -              -
Discontinued operations                                                -          7,072              -             -          7,072
Other long-term liabilities and minority interest                   (173)        11,194              -             -         11,021
Intercompany payables                                             74,583        543,861         35,340      (653,784)             -
Contingencies (Note 7)                                                 -              -              -             -              -

Stockholders' equity:
     Common stock and capital in excess of par value             451,661      1,086,711          5,451    (1,092,162)       451,661
     Accumulated other comprehensive income                          605              -              -             -            605
     Accumulated deficit                                        (247,766)      (466,952)        27,384       439,568       (247,766)
                                                             -----------    -----------    -----------   -----------    -----------
                Total stockholders' equity                       204,500        619,759         32,835      (652,594)       204,500
                                                             -----------    -----------    -----------   -----------    -----------

                Total liabilities and stockholders' equity   $   844,312    $ 1,421,426    $    81,337   $(1,482,311)   $   864,764
                                                             ===========    ===========    ===========   ===========    ===========
</TABLE>
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                    PARKER DRILLING COMPANY AND SUBSIDIARIES
                     CONSOLIDATING CONDENSED BALANCE SHEETS
                             (Dollars in Thousands)
                                   (Unaudited)

<TABLE>
<CAPTION>
                                                                                       December 31, 2002
                                                            -----------------------------------------------------------------------
                                                              Parent        Guarantor    Non-Guarantor  Eliminations   Consolidated
                                                            -----------    -----------   -------------  ------------   ------------
<S>                                                         <C>            <C>           <C>            <C>            <C>
                        ASSETS
Current Assets:
       Cash and cash equivalents                            $    43,254    $     6,218    $     2,510    $         -    $    51,982
       Accounts and notes receivable, net                        81,551        100,400         19,080       (111,668)        89,363
       Rig materials and supplies                                     -         17,161              -              -         17,161
       Other current assets and short-term investments                -          8,567             27             37          8,631
                                                            -----------    -----------    -----------    -----------    -----------
              Total current assets                              124,805        132,346         21,617       (111,631)       167,137
                                                            -----------    -----------    -----------    -----------    -----------

Property, plant and equipment, net                                  151        614,088         40,633        (13,594)       641,278

Assets held for sale                                                  -            896              -              -            896

Goodwill, net                                                         -        115,983              -              -        115,983

Investment in subsidiaries and intercompany advances            808,784        531,959         21,521     (1,362,264)             -

Other noncurrent assets                                          12,556         15,440           (103)           138         28,031
                                                            -----------    -----------    -----------    -----------    -----------

              Total assets                                  $   946,296    $ 1,410,712    $    83,668    $(1,487,351)   $   953,325
                                                            ===========    ===========    ===========    ===========    ===========

          LIABILITIES AND STOCKHOLDERS' EQUITY
Current Liabilities:



       Current portion of long-term debt                    $     5,532    $       954    $         -    $         -    $     6,486
       Accounts payable and accrued liabilities                  26,175        153,733          7,218       (132,037)        55,089
                                                            -----------    -----------    -----------    -----------    -----------
              Total current liabilities                          31,707        154,687          7,218       (132,037)        61,575
                                                            -----------    -----------    -----------    -----------    -----------

Long-term debt                                                  583,444              -              -              -        583,444
Deferred income tax                                             (45,473)        45,473              -              -              -
Other long-term liabilities and minority interest                 1,409          6,271              -              -          7,680
Intercompany payables                                            74,583        490,099         44,557       (609,239)             -
Contingencies (Note 7)                                                -              -              -

Stockholders' equity:
       Common stock and capital in excess of par value          450,463      1,086,701          5,451     (1,092,152)       450,463
       Accumulated other comprehensive income                       664              -              -              -            664
       Accumulated deficit                                     (150,501)      (372,519)        26,442        346,077       (150,501)
                                                            -----------    -----------    -----------    -----------    -----------
              Total stockholders' equity                        300,626        714,182         31,893       (746,075)       300,626
                                                            -----------    -----------    -----------    -----------    -----------

               Total liabilities and stockholders' equity   $   946,296    $ 1,410,712    $    83,668    $(1,487,351)   $   953,325
                                                            ===========    ===========    ===========    ===========    ===========
</TABLE>
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                    PARKER DRILLING COMPANY AND SUBSIDIARIES
                CONSOLIDATING CONDENSED STATEMENTS OF OPERATIONS
                             (Dollars in Thousands)
                                   (Unaudited)

<TABLE>
<CAPTION>
                                                                  Three Months Ended September 30, 2003
                                                ------------------------------------------------------------------
                                                 Parent      Guarantor    Non-Guarantor Eliminations  Consolidated
                                                --------     ---------    ------------- ------------  ------------
<S>                                             <C>          <C>          <C>           <C>           <C>
Drilling and rental revenues:
     U.S. drilling                              $      -      $ 13,872      $      -      $      -      $ 13,872
     International drilling                            -        36,546        13,142          (598)       49,090
     Rental tools                                      -        14,054             -             -        14,054
                                                --------      --------      --------      --------      --------
Total drilling and rental revenues                     -        64,472        13,142          (598)       77,016
                                                --------      --------      --------      --------      --------

Drilling and rental operating expenses:
     U.S. drilling                                     -        11,964             -             -        11,964
     International drilling                            -        22,992        10,838          (598)       33,232
     Rental tools                                      -         5,860             -             -         5,860
     Depreciation and amortization                     -        15,828         1,565             -        17,393
                                                --------      --------      --------      --------      --------
Total drilling and rental operating income             -        56,644        12,403          (598)       68,449
                                                --------      --------      --------      --------      --------
Drilling and rental operating income                   -         7,828           739             -         8,567
                                                --------      --------      --------      --------      --------

Construction contract revenue                          -         1,061             -             -         1,061
Construction contract expense                          -            61             -             -            61
                                                --------      --------      --------      --------      --------
Construction contract operating income                 -         1,000             -             -         1,000
                                                --------      --------      --------      --------      --------

General and administrative expense                   (38)       (4,041)            -             -        (4,079)
Gain on disposition of assets, net                     -           426           (21)            -           405
                                                --------      --------      --------      --------      --------
Total operating income                               (38)        5,213           718             -         5,893
                                                --------      --------      --------      --------      --------

Other income and (expense):
     Interest expense                            (14,345)      (11,611)       (1,015)       13,819       (13,152)
     Other income (expense) - net                 12,704         1,097           569       (13,819)          551



     Equity in net earnings of subsidiaries       (4,724)            -             -         4,724             -
                                                --------      --------      --------      --------      --------
Total other income and (expense)                  (6,365)      (10,514)         (446)        4,724       (12,601)
                                                --------      --------      --------      --------      --------

Loss before income taxes                          (6,403)       (5,301)          272         4,724        (6,708)
Income tax expense (benefit):
     Current                                         253         3,652             -             -         3,905
     Deferred                                          -             -             -             -             -
                                                --------      --------      --------      --------      --------
Income tax expense                                   253         3,652             -             -         3,905
                                                --------      --------      --------      --------      --------

Loss from continuing operations                   (6,656)       (8,953)          272         4,724       (10,613)
Discontinued operations, net of taxes                  -         3,957             -             -         3,957
                                                --------      --------      --------      --------      --------
Net income (loss)                               $ (6,656)     $ (4,996)     $    272      $  4,724      $ (6,656)
                                                ========      ========      ========      ========      ========
</TABLE>
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                    PARKER DRILLING COMPANY AND SUBSIDIARIES
                CONSOLIDATING CONDENSED STATEMENTS OF OPERATIONS
                             (Dollars in Thousands)
                                   (Unaudited)

<TABLE>
<CAPTION>
                                                                     Three Months Ended September 30, 2002
                                                     ------------------------------------------------------------------
                                                      Parent      Guarantor   Non-Guarantor  Eliminations  Consolidated
                                                     --------     ---------   -------------  ------------  ------------
<S>                                                  <C>          <C>         <C>            <C>           <C>
Drilling and rental revenues:
     U.S. drilling                                   $      -      $ 21,274      $      -      $    276      $ 21,550
     International drilling                                 -        38,545        14,703           597        53,845
     Rental tools                                           -        11,852             -             -        11,852
                                                     --------      --------      --------      --------      --------
Total drilling and rental revenues                          -        71,671        14,703           873        87,247
                                                     --------      --------      --------      --------      --------

Drilling and rental operating expenses:
     U.S. drilling                                          -        13,701             -           276        13,977
     International drilling                                 -        22,953        10,345           597        33,895
     Rental tools                                           -         5,255             -             -         5,255
     Depreciation and amortization                          -        15,629         1,530             -        17,159
                                                     --------      --------      --------      --------      --------
Total drilling and rental operating income                  -        57,538        11,875           873        70,286
                                                     --------      --------      --------      --------      --------
Drilling and rental operating income                        -        14,133         2,828             -        16,961
                                                     --------      --------      --------      --------      --------

Construction contract revenue                               -        17,285             -             -        17,285
Construction contract expense                               -        16,515             -             -        16,515
                                                     --------      --------      --------      --------      --------
Construction contract operating income                      -           770             -             -           770
                                                     --------      --------      --------      --------      --------

General and administrative expense                        (90)       (6,032)            -            25        (6,097)
Provision for doubtful accounts                             -        (1,140)            -             -        (1,140)
Gain on disposition of assets, net                          -         6,210             -        (4,629)        1,581
                                                     --------      --------      --------      --------      --------
Total operating income                                    (90)       13,941         2,828        (4,604)       12,075
                                                     --------      --------      --------      --------      --------

Other income and (expense):
     Interest expense                                 (14,487)      (10,650)         (395)       12,220       (13,312)
     Other income (expense) - net                       5,916         3,095        (1,677)       (7,616)         (282)
     Equity in net earnings of subsidiaries            (3,318)            -             -         3,318             -
                                                     --------      --------      --------      --------      --------
Total other income and (expense)                      (11,889)       (7,555)       (2,072)        7,922       (13,594)



                                                     --------      --------      --------      --------      --------

Loss before income taxes                              (11,979)        6,386           756         3,318        (1,519)
Income tax expense (benefit):
     Current                                               41         2,616             -             -         2,657
     Deferred                                          (4,000)            -             -             -        (4,000)
                                                     --------      --------      --------      --------      --------
Income tax expense                                     (3,959)        2,616             -             -        (1,343)
                                                     --------      --------      --------      --------      --------

Loss from continuing operations                        (8,020)        3,770           756         3,318          (176)
Discontinued operations, net of taxes                       -        (7,844)            -             -        (7,844)
                                                     --------      --------      --------      --------      --------
Net income (loss)                                    $ (8,020)     $ (4,074)     $    756      $  3,318      $ (8,020)
                                                     ========      ========      ========      ========      ========
</TABLE>
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                    PARKER DRILLING COMPANY AND SUBSIDIARIES
                CONSOLIDATING CONDENSED STATEMENTS OF OPERATIONS
                             (Dollars in Thousands)
                                   (Unaudited)

<TABLE>
<CAPTION>
                                                                Nine Months Ended September 30, 2003
                                                 -----------------------------------------------------------------------
                                                  Parent        Guarantor    Non-Guarantor   Eliminations   Consolidated
                                                 ---------      ---------    -------------   ------------   ------------
<S>                                              <C>            <C>          <C>             <C>            <C>
Drilling and rental revenues:
     U.S. drilling                               $       -      $  49,593      $       -      $       -      $  49,593
     International drilling                              -        101,536         39,177         (1,820)       138,893
     Rental tools                                        -         40,366              -              -         40,366
                                                 ---------      ---------      ---------      ---------      ---------
Total drilling and rental revenues                       -        191,495         39,177         (1,820)       228,852
                                                 ---------      ---------      ---------      ---------      ---------

Drilling and rental operating expenses:
     U.S. drilling                                       -         37,466              -              -         37,466
     International drilling                              -         65,773         32,279         (1,832)        96,220
     Rental tools                                        -         16,868              -              -         16,868
     Depreciation and amortization                       -         47,090          4,701              -         51,791
                                                 ---------      ---------      ---------      ---------      ---------
Total drilling and rental operating expenses             -        167,197         36,980         (1,832)       202,345
                                                 ---------      ---------      ---------      ---------      ---------
Drilling and rental operating income                     -         24,298          2,197             12         26,507
                                                 ---------      ---------      ---------      ---------      ---------

Construction contract revenue                            -          7,030              -              -          7,030
Construction contract expense                            -          5,030              -              -          5,030
                                                 ---------      ---------      ---------      ---------      ---------
Construction contract operating income                   -          2,000              -              -          2,000
                                                 ---------      ---------      ---------      ---------      ---------

General and administrative expense                    (113)       (14,372)             -              -        (14,485)
Gain on disposition of assets, net                       -            987            (24)             -            963
                                                 ---------      ---------      ---------      ---------      ---------
Total operating income                                (113)        12,913          2,173             12         14,985
                                                 ---------      ---------      ---------      ---------      ---------

Other income and (expense):
     Interest expense                              (43,480)       (41,018)        (3,188)        47,785        (39,901)
     Other income (expense ) - net                  44,718          2,939          1,782        (47,797)         1,642
     Equity in net earnings of subsidiaries        (97,006)             -              -         97,006              -
                                                 ---------      ---------      ---------      ---------      ---------
Total other income and (expense)                   (95,768)       (38,079)        (1,406)        96,994        (38,259)
                                                 ---------      ---------      ---------      ---------      ---------

Loss before income taxes                           (95,881)       (25,166)           767         97,006        (23,274)
Income tax expense (benefit):



     Current                                         1,384         10,262              -              -         11,646
     Deferred                                            -              -              -              -              -
                                                 ---------      ---------      ---------      ---------      ---------
Income tax expense                                   1,384         10,262              -              -         11,646
                                                 ---------      ---------      ---------      ---------      ---------

Loss from continuing operations                    (97,265)       (35,428)           767         97,006        (34,920)
Discontinued operations, net of taxes                    -        (62,345)             -              -        (62,345)
                                                 ---------      ---------      ---------      ---------      ---------
Net income (loss)                                $ (97,265)     $ (97,773)     $     767      $  97,006      $ (97,265)
                                                 =========      =========      =========      =========      =========
</TABLE>
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                    PARKER DRILLING COMPANY AND SUBSIDIARIES
                CONSOLIDATING CONDENSED STATEMENTS OF OPERATIONS
                             (Dollars in Thousands)
                                   (Unaudited)

<TABLE>
<CAPTION>
                                                                            Nine Months Ended September 30, 2002
                                                        -----------------------------------------------------------------------
                                                         Parent        Guarantor    Non-Guarantor   Eliminations   Consolidated
                                                        ---------      ---------    -------------   ------------   ------------
<S>                                                     <C>            <C>          <C>             <C>            <C>
Drilling and rental revenues:
     U.S. drilling                                      $       -      $  56,419      $       -      $     276         56,695
     International drilling                                     -        144,005         17,885          1,318        163,208
     Rental tools                                               -         37,206              -              -         37,206
                                                        ---------      ---------      ---------      ---------      ---------
Total drilling and rental revenues                              -        237,630         17,885          1,594        257,109
                                                        ---------      ---------      ---------      ---------      ---------

Drilling and rental operating expenses:
     U.S. drilling                                              -         39,232              -            276         39,508
     International drilling                                     -         94,215         13,527          1,318        109,060
     Rental tools                                               -         16,650              -              -         16,650
     Depreciation and amortization                              -         48,710          1,530              -         50,240
                                                        ---------      ---------      ---------      ---------      ---------
Total drilling and rental operating expenses                    -        198,807         15,057          1,594        215,458
                                                        ---------      ---------      ---------      ---------      ---------
Drilling and rental operating income                            -         38,823          2,828              -         41,651
                                                        ---------      ---------      ---------      ---------      ---------

Construction contract revenue                                   -         81,948              -              -         81,948
Construction contract expense                                   -         79,924              -              -         79,924
                                                        ---------      ---------      ---------      ---------      ---------
Construction contract operating income                          -          2,024              -              -          2,024
                                                        ---------      ---------      ---------      ---------      ---------

General and administrative expense                           (292)       (18,379)             -             88        (18,583)
Provision for doubtful accounts                                 -         (1,140)             -              -         (1,140)
Gain on disposition of assets, net                              -          7,410              -         (4,629)         2,781
                                                        ---------      ---------      ---------      ---------      ---------
Total operating income                                       (292)        28,738          2,828         (4,541)        26,733
                                                        ---------      ---------      ---------      ---------      ---------

Other income and (expense):
     Interest expense                                     (41,948)       (31,935)          (395)        35,869        (38,409)
     Other income (expense ) - net                         22,814          5,205           (754)       (31,328)        (4,063)
     Equity in net earnings of subsidiaries               (97,955)             -              -         97,955              -
                                                        ---------      ---------      ---------      ---------      ---------
Total other income and (expense)                         (117,089)       (26,730)        (1,149)       102,496        (42,472)
                                                        ---------      ---------      ---------      ---------      ---------

Loss before income taxes                                 (117,381)         2,008          1,679         97,955        (15,739)
Income tax expense (benefit):
     Current                                                   41          7,561              -              -          7,602
     Deferred                                             (13,700)             -              -              -        (13,700)
                                                        ---------      ---------      ---------      ---------      ---------



Income tax expense                                        (13,659)         7,561              -              -         (6,098)
                                                        ---------      ---------      ---------      ---------      ---------

Loss from continuing operations                          (103,722)        (5,553)         1,679         97,955         (9,641)
Discontinued operations, net of taxes                           -        (20,937)             -              -        (20,937)
Cumulative effect of change in accounting principle             -        (73,144)             -              -        (73,144)
                                                        ---------      ---------      ---------      ---------      ---------
Net income (loss)                                       $(103,722)     $ (99,634)     $   1,679      $  97,955      $(103,722)
                                                        =========      =========      =========      =========      =========
</TABLE>
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                    PARKER DRILLING COMPANY AND SUBSIDIARIES
                 CONSOLIDATED CONDENSED STATEMENTS OF CASH FLOWS
                             (Dollars in Thousands)
                                   (Unaudited)

<TABLE>
<CAPTION>
                                                                                  Nine Months Ended September 30, 2003
                                                                   --------------------------------------------------------------
                                                                    Parent     Guarantor  Non-Guarantor Eliminations Consolidated
                                                                   --------    ---------  ------------- ------------ ------------
<S>                                                                <C>         <C>        <C>           <C>          <C>
Cash flows from operating activities:
     Net income (loss)                                             $(97,265)    $(97,773)    $    767     $ 97,006     $(97,265)
     Adjustments to reconcile net income (loss)
        to net cash (used in) provided by operating activities:
          Depreciation and amortization                                   -       47,090        4,701            -       51,791
          Gain on disposition of assets                                   -         (987)          24            -         (963)
          Expenses not requiring cash                                 1,776        2,125            -          (94)       3,807
          Equity in net earnings of subsidiaries                     97,006            -            -      (97,006)           -
          Discontinued operations                                         -       68,574            -            -       68,574
          Change in operating assets and liabilities                (40,229)      63,247        5,213       14,066       42,297
                                                                   --------     --------     --------     --------     --------

     Net cash (used in) provided by operating activities            (38,712)      82,276       10,705       13,972       68,241
                                                                   --------     --------     --------     --------     --------

Cash flows from investing activities:
     Capital expenditures                                                 -      (23,868)          25            -      (23,843)
     Proceeds from the sale of equipment                                  -        5,092            -            -        5,092
                                                                   --------     --------     --------     --------     --------
     Net cash (used in) provided by investing activities                  -      (18,776)          25            -      (18,751)
                                                                   --------     --------     --------     --------     --------

Cash flows from financing activities:
     Principal payments under debt obligations                      (19,145)        (918)           -            -      (20,063)
     Intercompany advances, net                                      82,976      (59,845)      (9,159)     (13,972)           -
                                                                   --------     --------     --------     --------     --------
     Net cash (used in) provided by financing activities             63,831      (60,763)      (9,159)     (13,972)     (20,063)
                                                                   --------     --------     --------     --------     --------

Net change in cash and cash equivalents                              25,119        2,737        1,571            -       29,427

Cash and cash equivalents at beginning of period                     43,254        6,218        2,510            -       51,982
                                                                   --------     --------     --------     --------     --------
Cash and cash equivalents at end of period                         $ 68,373     $  8,955     $  4,081     $      -     $ 81,409
                                                                   ========     ========     ========     ========     ========
</TABLE>
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                    PARKER DRILLING COMPANY AND SUBSIDIARIES
                CONSOLIDATING CONDENSED STATEMENTS OF CASH FLOWS
                             (Dollars in Thousands)
                                   (Unaudited)

<TABLE>
<CAPTION>



                                                                                 Nine Months Ended September 30, 2002
                                                                  ------------------------------------------------------------------
                                                                   Parent       Guarantor   Non-Guarantor  Eliminations Consolidated
                                                                  ---------     ---------   -------------  ------------ ------------
<S>                                                               <C>           <C>         <C>            <C>          <C>
Cash flows from operating activities:
     Net income (loss)                                            $(103,722)    $ (99,634)    $   1,679     $  97,955     $(103,722)
     Adjustments to reconcile net income (loss)
       to net cash (used in) provided by operating activities:
         Depreciation and amortization                                    -        48,710         1,530             -        50,240
         Gain on disposition of assets                                    -        (7,410)            -         4,629        (2,781)
         Cumulative effect of change in accounting principle              -        73,144             -             -        73,144
         Expenses not requiring cash                                  2,759         3,439             -           (68)        6,130
         Deferred income taxes                                      (13,700)            -             -             -       (13,700)
         Equity in net earnings of subsidiaries                      97,955             -             -       (97,955)            -
         Discontinued operations                                          -        22,387             -             -        22,387
         Change in operating assets and liabilities                  (7,623)        2,083       (12,307)       (6,835)      (24,682)
                                                                  ---------     ---------     ---------     ---------     ---------

     Net cash (used in) provided by operating activities            (24,331)       42,719        (9,098)       (2,274)        7,016
                                                                  ---------     ---------     ---------     ---------     ---------

Cash flows from investing activities:
     Capital expenditures                                               (81)        4,173       (37,530)       (5,800)      (39,238)
     Proceeds from the sale of equipment                                  8         5,459             -            (8)        5,459
                                                                  ---------     ---------     ---------     ---------     ---------

     Net cash (used in) provided by investing activities                (73)        9,632       (37,530)       (5,808)      (33,779)
                                                                  ---------     ---------     ---------     ---------     ---------

Cash flows from financing activities:
     Principal payments under debt obligations                       (3,887)            -             -             -        (3,887)
     Proceeds from interest rate swap settlement                      2,620             -             -             -         2,620
     Intercompany advances, net                                      (4,103)      (53,470)       49,491         8,082             -
                                                                  ---------     ---------     ---------     ---------     ---------

     Net cash (used in) provided by financing activities             (5,370)      (53,470)       49,491         8,082        (1,267)
                                                                  ---------     ---------     ---------     ---------     ---------

Net change in cash and cash equivalents                             (29,774)       (1,119)        2,863             -       (28,030)

Cash and cash equivalents at beginning of period                     50,937         8,072         1,391             -        60,400
                                                                  ---------     ---------     ---------     ---------     ---------

Cash and cash equivalents at end of period                        $  21,163     $   6,953     $   4,254     $       -     $  32,370
                                                                  =========     =========     =========     =========     =========
</TABLE>
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Report of Independent Accountants

To the Board of Directors and Shareholders
Parker Drilling Company

         We have reviewed the consolidated condensed balance sheet of Parker
Drilling Company and subsidiaries as of September 30, 2003 and the related
consolidated condensed statements of operations for the three and nine month
periods ended September 30, 2003 and 2002 and the consolidated condensed
statements of cash flows for the nine month periods ended September 30, 2003 and
2002. These interim financial statements are the responsibility of the Company's
management.

         We conducted our review in accordance with standards established by the
American Institute of Certified Public Accountants. A review of interim
financial information consists principally of applying analytical procedures and
making inquiries of persons responsible for financial and accounting matters. It
is substantially less in scope than an audit conducted in accordance with
auditing standards generally accepted in the United States of America, the
objective of which is the expression of an opinion regarding the financial
statements taken as a whole. Accordingly, we do not express such an opinion.



         Based on our review, we are not aware of any material modifications
that should be made to the consolidated condensed financial statements referred
to above for them to be in conformity with accounting principles generally
accepted in the United States of America.

         We previously audited, in accordance with auditing standards generally
accepted in the United States of America, the consolidated balance sheet as of
December 31, 2002, and the related consolidated statements of operations,
stockholders' equity and cash flows for the year then ended (not presented
herein); and in our report, dated January 29, 2003, we expressed an unqualified
opinion on those consolidated financial statements. In our opinion, the
information set forth in the accompanying consolidated condensed balance sheet
as of December 31, 2002, is fairly stated in all material respects in relation
to the consolidated balance sheet from which it has been derived.

                                                 /s/ PricewaterhouseCoopers LLP
                                                 ------------------------------
                                                   PricewaterhouseCoopers LLP

Tulsa, Oklahoma
October 31, 2003
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

         In this Quarterly Report on Form 10-Q, the terms "Parker Drilling,"
"we," "us" and "our" refer to Parker Drilling Company, its subsidiaries and the
consolidated joint venture, unless the context requires otherwise.

         This Form 10-Q contains statements that are "forward-looking
statements" within the meaning of Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended. All
statements contained in this Form 10-Q, other than statements of historical
facts, are "forward-looking statements" for purposes of these provisions,
including any statements regarding:

         *prices and demand for oil and natural gas,
         *levels of oil and natural gas exploration and production activities,
         *demand for contract drilling and drilling related services and demand
           for rental tools,
         *operating results, including our efforts to reduce costs and our
           projected net loss from continuing operations,
         *rig utilization, dayrates and rental tool activity,
         *capital expenditures and investments in the acquisition and
           refurbishment of rigs and equipment,
         *reducing our debt, including our liquidity and the sources and
           availability of funds to reduce our debt,
         *sales of assets,
         *formation of alliances with operators,
         *the outcome of pending and future legal proceedings, including the
           outcome of our dispute with the Ministry of State Revenues of the
           Republic of Kazakhstan,
         *our recovery of insurance proceeds in respect of our damaged rigs in
           Nigeria and the Gulf of Mexico,
         *maintenance of the borrowing base under our revolving credit facility,
           and
         *expansion and growth of our operations.

         In some cases, you can identify these statements by words that indicate
future events such as "anticipate," "believe," "could," "estimate," "expect,"
"intend," "outlook," "may," "should," "will" and "would" or similar words.
Forward-looking statements are based on certain assumptions and analyses made by
our management in light of their experience and perception of historical trends,
current conditions, expected future developments and other factors they believe
are relevant. Although our management believes that their assumptions are
reasonable based on information currently available, those assumptions are
subject to significant risks and uncertainties, many of which are outside of our
control. The following factors, as well as any other cautionary language in this
Form 10-Q, provide examples of risks, uncertainties and events that may cause
our actual results to differ materially from the expectations we describe in our
forward-looking statements:



         *worldwide economic and business conditions that adversely affect
           market conditions and/or the cost of doing business,
         *the pace of recovery in the U.S. economy and the demand for natural
           gas,
         *fluctuations in the market prices of oil and gas,
         *imposition of unanticipated trade restrictions and political
           instability,
         *operating hazards and uninsured risks,
         *political instability, terrorism or war,
         *governmental regulations, including changes in tax laws or ability to
           remit funds to the U.S., that adversely affect the cost of doing
           business,
         *adverse environmental events,
         *adverse weather conditions,
         *changes in concentration of customer and supplier relationships,
         *unexpected cost increases for upgrade and refurbishment projects,
         *unanticipated cancellation of contracts by operators without cause,
         *breakdown of equipment and other operational problems,
         *changes in competition, and
         *other similar factors (some of which are discussed in documents
           referred to in this Form 10-Q).

         Each forward-looking statement speaks only as of the date of this Form
10-Q, and we undertake no obligation to publicly update or revise any
forward-looking statements, whether as a result of new information, future
events or otherwise. You should be aware that the occurrence of the events
described above and elsewhere in this Form 10-Q could have a material adverse
effect on our business, results of operations and financial condition.
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OUTLOOK AND OVERVIEW

         The financial results for the first nine months of 2003 continued to
reflect the current depressed conditions in most drilling markets. Despite high
utilization for jackup rigs in the Gulf of Mexico, the dayrates for jackups and
barges in this market continue to remain at depressed levels. Utilization for
international land drilling operations, while ending its downward trend that
began during the second quarter of 2002, remains at depressed levels. Our rental
tool business continued to out perform 2002, primarily due to activity in the
Gulf of Mexico.

         Dayrates in the Gulf of Mexico drilling market were depressed during
the first nine months of 2003 despite natural gas prices remaining at
historically high levels during the period. We believe this can be attributed to
several factors, including: operators addressing debt reduction issues, a lack
of acceptable well prospects for major oil companies and funding issues for
independent operators. Although our jackup utilization increased from 75 percent
in the first quarter of 2003 to 86 percent in the third quarter of 2003, our
jackup dayrates increased only slightly during the same period. Barge drilling
activity results were more predictable for the current operating environment
with barge utilization and dayrates declining during the third quarter of 2003
when compared with the first quarter of 2003, despite a brief increase in
activity during June 2003. We anticipate that the Gulf of Mexico barge drilling
market will improve throughout the remainder of 2003 but we anticipate
utilization and dayrates should begin to increase during the first quarter of
2004 if natural gas prices remain at current levels.

         Our rental tool business in the Gulf of Mexico experienced increased
activity during the first nine months of 2003 when compared to the first nine
months of 2002. Contributing to the increase in gross margin of $1.0 million
during this period has been the opening of Quail Tools' new Evanston, Wyoming
operation that continues to establish a solid customer base. Our outlook for the
rental tools business for the remainder of 2003 is positive, and we anticipate
that the year over year growth for the remainder of 2003 will equal or exceed
that of the first three quarters of 2003.

         The Commonwealth of Independent States (former Soviet Union, referred
to herein as "CIS") is our leading market of international land operations. In
addition to our established operations in Kazakhstan and Russia, one of our
subsidiaries, in cooperation with Calik Enerji, A.S., has recently signed a
three-year, two rig contract to provide drilling services to Turkmenneft State
Concern in Turkmenistan. Our remaining international land operations showed



little signs of improvement during the third quarter of 2003 due primarily to
our Asia Pacific operation. However, we expect this area to improve during the
fourth quarter of 2003 as a result of two new contracts in New Zealand and a new
contract in Bangladesh. The new contracts in New Zealand and Bangladesh are
anticipated to last from nine to twelve months. As bidding activity increases in
the Asia Pacific market, we are hopeful that this market will continue to grow.
We are also continuing our pursuit of opportunities to increase our presence in
Russia through, among other means, alliances with operators who are making
long-term investments.

         International barge drilling was negatively impacted during the first
nine months of 2003 by continued community unrest in Nigeria that has resulted
in the shutdown of one barge rig since March 2003. We negotiated an amendment to
our contract with the operator of this project to activate one of our other
barge rigs that was previously idle until such time as we are able to access,
evaluate and repair the damage to the rig due to the community unrest. The term
of the contract for our barge rig operation in the Caspian Sea expired in
October 2003, however, the contract will remain in effect until operations are
completed on the current well being drilled which should result in continued
revenue for this operation through November 2003. Although we anticipate that
this rig will resume operating in the future, we do not expect any increase in
our international barge drilling operations in the near term.
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OUTLOOK AND OVERVIEW (continued)

         In June 2003, our board of directors approved a plan to sell our
non-core assets to generate funds to enable us to reduce our debt. As of June
30, 2003, our fleet of rigs held for sale consisted of seven shallow water
jackup rigs and four offshore platform rigs located in the Gulf of Mexico and 17
land rigs located in Latin America. We identified these assets for sale based on
the relatively low utilization rates of the land rigs and platform rigs and the
wide fluctuations in the dayrates for the jackup rigs. The operations that
constitute this plan of disposition meet the requirements of discontinued
operations under the provisions of Statement of Financial Accounting Standards
("SFAS") No. 144, "Accounting for the Impairment or Disposal of Long-Lived
Assets." Accordingly, our consolidated financial statements for the nine months
ended September 30, 2002 and the year ended December 31, 2002 have been
reclassified to present our Latin America operations and our U.S. jackup and
platform drilling operations as discontinued operations. The assets held for
sale have been written down to their estimated fair value, resulting in a
non-cash impairment charge of $54.0 million recognized in the second quarter of
2003. Included in the discontinued operations line on the statement of
operations for the nine months ended September 30, 2003 is the non-cash
impairment charge anticipated on the eventual sale of the assets, the results of
operations of the discontinued operations and any applicable taxes relating to
the results of operations. We will continue to report separately the results of
operations of these discontinued operations until the closing of the actual
sales.

         Our goal is to reduce our debt by approximately $200 million. We intend
to accomplish this goal from cash currently on hand, cash generated from
operations and cash generated by asset sales. An initial step in our debt
reduction plan was accomplished by the purchase of approximately $14.8 million
of our 5.5% convertible subordinated notes due 2004 on the open market in May
2003, which reduced the outstanding aggregate principal amount to approximately
$109.7 million as of June 30, 2003. The 5.5% convertible subordinated notes
mature on August 1, 2004.

         During October, 2003, we completed a refinancing of a portion of our
debt. The total refinancing package was for $325.0 million comprised of $175.0
million of 9.625% senior notes due 2013 and the replacement of our senior credit
agreement with a $100.0 million delayed draw term loan facility and a $50.0
million revolving credit facility. Immediately prior to the financing we
tendered for the 9.75% senior notes due 2006 and obtained the consent from the
holders of the 9.75% senior notes to eliminate substantially all of the
restrictive covenants contained in the indenture governing these senior notes
and obtained a consent from the holders of our 10.125% senior notes due 2009 to
acquire up to $75.0 million of the 5.5% convertible subordinated notes due 2004
at a price equal to or less than 100.786% of the principal amount of such notes.
Utilizing the proceeds from the new 9.625% senior notes and $50.0 million of the
new delayed draw term loan we purchased $184.3 million of the 9.75% senior notes



that were tendered pursuant to the tender offer and called the remaining
outstanding portion for redemption effective November 15, 2003. The remaining
$50.0 million of delayed draw term loan facility may only be utilized to repay
the 5.5% convertible subordinated notes. We believe these transactions have
provided adequate financial flexibility to pursue asset sales in a very
determined, but conservative fashion. The transactions have neither reduced our
resolve to successfully complete asset sales, nor modified our goal to reduce
debt by $200 million.

         We continue to be vigilant in our efforts to conserve cash by reducing
our general and administrative expenses and limiting our capital expenditures.
We anticipate that general and administrative expenses will be reduced from
$24.7 million in 2002 to less than $20.0 million in 2003 and our capital
expenditures will not exceed $50.0 million in 2003. We reduced our general and
administrative expenses in the first nine months of 2003 by reducing our
corporate workforce in 2002 and by limiting administrative costs. We will
continue to monitor expenses and make reductions as appropriate for the level of
our operations. Our capital expenditure program calls for limiting expenditures
to scheduled ongoing maintenance projects, our preventive maintenance program
and capital projects that we believe have the potential to yield an attractive
rate of return.
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RESULTS OF OPERATIONS

Three Months Ended September 30, 2003 Compared with Three Months Ended September
30, 2002

         We have recorded a net loss of $6.7 million for the three months ended
September 30, 2003 including net income of $3.9 million attributed to
discontinued operations as compared to a net loss of $8.0 million for the three
months ended September 30, 2002 which includes a loss of $7.8 million attributed
to discontinued operations. The net loss from continuing operations for the
current quarter was $10.6 million compared to a net loss of $0.2 million for the
three months ended September 30, 2002.

         In June 2003, the board of directors approved a plan to sell the U.S.
jackup and platform drilling operations and the Latin America operations. In
compliance with Generally Accepted Accounting Principles ("GAAP") we have
recognized the U.S. jackup and platform drilling and the Latin America
operations as discontinued operations. Reclassifications have been made to
reflect operations from continuing operations and discontinued operations for
2003 and 2002. The analysis below reflects these reclassifications, beginning
with an analysis of the continuing operations followed by a discussion of
discontinued operations.

Analysis of Continuing Operations

<TABLE>
<CAPTION>
                                          Three Months Ended September 30,
                                       -------------------------------------
                                              2003               2002
                                       ----------------    -----------------
                                              (Dollars in Thousands)
<S>                                    <C>         <C>     <C>          <C>
Drilling and rental revenues:
  U.S. drilling                        $13,872      18%     $21,550      25%
  International drilling                49,090      64%      53,845      61%
  Rental tools                          14,054      18%      11,852      14%
                                       -------     ---      -------     ---
Total drilling and rental revenues     $77,016     100%     $87,247     100%
                                       =======     ===      =======     ===
</TABLE>

         Our drilling and rental revenues decreased $10.2 million to $77.0
million in the current quarter as compared to the third quarter of 2002. U.S.
drilling revenues consisting of 22 barge rigs decreased $7.7 million in the
current quarter as compared to the third quarter of 2002 due to an eight percent
decline in dayrates and a 13 percent decline in utilization. After experiencing
improved utilization during the first and second quarters of 2003 the third
quarter marked a sharp decline in activity. On average during the quarter we



operated five of nine deep drilling barges, approximately 56 percent
utilization, a sharp contrast to approximately 85 percent utilization during the
first two quarters of 2003. Drilling activity for the deep barge rigs has
increased in October and we are currently working eight of nine deep barge rigs,
89 percent utilization. Utilization for the workover and intermediate barge rigs
remained comparable quarter to quarter with slight decrease in the dayrates.

         International drilling revenues decreased $4.7 million to $49.1 million
in the current quarter as compared to the third quarter of 2002. International
land drilling revenues increased $0.1 million while international offshore
drilling revenues decreased $4.8 million. Land drilling revenues in the CIS
region increased $3.2 million primarily attributed to commencement of drilling
operations on Sakhalin Island. Drilling activity began in June 2003 contributing
approximately $6.0 million of revenue. This increase was partially offset by
decreased revenues in Kazakhstan. During the third quarter 2002 we had two rigs
operating in the Karachaganak field in Kazakhstan. One of these rigs was
released during the latter half of 2002 resulting in decreased revenues of $1.2
million. In addition, our operations in Tengiz with Tengizchevroil ("TCO")
accounted for $2.0 million reduction in revenues due to TCO's release of one
rig, owned by TCO, on which we had previously provided labor services. Revenues
in our Asia Pacific region decreased by $3.3 million due primarily to reduced
utilization in Indonesia and Papua New Guinea. During the third quarter of 2003
there were approximately three fewer rigs operating, as compared to the third
quarter of 2002. Currently, there is one rig operating in Indonesia and one rig
operating in Papua New Guinea. Utilization in New Zealand increased slightly
resulting in a $0.2 million increase in revenues during the current quarter. In
Indonesia, revenues decreased $0.8 million as we had operated three rigs in 2002
compared to one rig during the third quarter of 2003. In Papua New Guinea,
revenues decreased $2.7 million due to a one rig decrease in utilization and
reduced labor contract days.
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RESULTS OF OPERATIONS (continued)

         The decrease of $4.8 million in international offshore drilling
revenues was due primarily to reduced dayrates in Nigeria, even though three of
the four Nigerian barge rigs were under contract during all of the third quarter
of 2002 and most of the third quarter of 2003. In March of 2003, two of the
three barge rigs suspended drilling and were evacuated due to civil unrest.
During the suspension, the contracts provide for the application of a force
majeure rate which is approximately 90 percent of the full operating dayrate.
One of the barge rigs returned to full operations at the end of April 2003. The
second barge rig remains evacuated and we have been unable to access or retrieve
the rig due to continued unrest in the area. In April, barge rig 74 was placed
on a standby rate approximating 45 percent of the full dayrate. As of the end of
October 2003, barge rigs 75 and 73 are operating on full dayrates and barge rig
74 remains on standby rate. Barge rig 72 has been stacked since the completion
of its contract during the third quarter of 2002.

         Rental tool revenues increased $2.2 million as Quail Tools reported
revenues in the current quarter of $14.1 million. Revenues increased $0.3
million and $0.8 million from the Victoria, Texas and Evanston, Wyoming
operations, respectively. The Odessa, Texas operations revenues increased $0.2
million and revenues from the New Iberia, Louisiana operations increased $0.9
million in the current period as compared to the third quarter 2002. The
increased revenues were driven by higher rental tool utilization which averaged
31 percent during the current quarter as compared to 23 percent experienced
during the third quarter of 2002. Operations in the Evanston, Wyoming region
commenced the second quarter of 2002; thus, its increased revenues are the
result of continued marketing efforts that have expanded our customer base in
the region.

<TABLE>
<CAPTION>
                                                    Three Months Ended September 30,
                                                   --------------------------------------
                                                         2003                 2002
                                                   -----------------    -----------------
                                                          (Dollars in Thousands)
<S>                                                <C>          <C>     <C>           <C>
Drilling and rental operating income:
  U.S. drilling (1)                                $  1,908     14%     $  7,573      35%



  International drilling (1)                         15,858     32%       19,950      37%
  Rental tools (1)                                    8,194     58%        6,597      56%
  Depreciation and amortization                     (17,393)             (17,159)
                                                   --------             --------
Total drilling and rental operating income (2)        8,567               16,961

  Construction contract operating income              1,000                  770
  General and administrative expense                 (4,079)              (6,097)
  Provision for doubtful accounts                         -               (1,140)
  Gain on disposition of assets, net                    405                1,581
                                                   --------             --------
Total operating income                             $  5,893             $ 12,075
                                                   ========             ========
</TABLE>

(1) Drilling and rental gross margin - drilling and rental revenues less direct
    drilling and rental operating expenses, excluding depreciation and
    amortization expense; drilling and rental gross margin percentages -
    drilling and rental gross margin as a percent of drilling and rental
    revenues.

(2) Drilling and rental operating income - drilling and rental revenues less
    direct drilling and rental operating expenses, including depreciation and
    amortization expense.

         Drilling and rental operating income decreased $8.4 million in the
current quarter to $8.6 million from $17.0 million in the third quarter of 2002.
In the U.S. drilling market, gross margin for the barge rigs decreased $5.7
million. Utilization for the barge rigs in the third quarter of 2003 was 40
percent, a 13 percent drop from the third quarter of 2002. In addition, the
average dayrate for all barge rigs decreased approximately eight percent.
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         International drilling gross margin decreased $4.1 million to $15.9
million in the current quarter as compared to $20.0 million in the third quarter
of 2002. International land drilling gross margin decreased $2.7 million to
$10.3 million during the current quarter due primarily to declining utilization
in Asia Pacific. The Asia Pacific region gross margin decreased $2.7 million in
the third quarter of 2003. Indonesia had three rigs operating in 2002 compared
to one in 2003. Utilization in Papua New Guinea declined from 67 percent in
2002, to 33 percent in 2003. The CIS region gross margin for land operations of
$8.1 million in the third quarter 2003 did not change from 2002. The gross
margin generated from the new Sakhalin Island operations were offset by reduced
rig count in the Karachaganak field and reduced activity with TCO.

         The international offshore gross margin was $5.5 million in the current
quarter reflecting only a $1.4 million decrease from the third quarter of 2002.
Gross margin related to the four Nigerian barge rigs decreased $2.3 million
which was offset by a $0.9 million increase in gross margin for barge rig 257 in
the Caspian Sea. Gross margins in Nigeria decreased primarily due to the
community unrest in Nigeria which has resulted in significant damage to barge
rig 74. The increase in gross margin for barge rig 257 in the Caspian Sea is the
result of a one-time assessment during 2002 for property taxes that were related
to previous years.

         Rental tool gross margin increased $1.6 million to $8.2 million during
the current quarter as compared to the third quarter of 2002. Gross margin
percentage increased to 58 percent during the current quarter as compared to 56
percent for the third quarter of 2002, due to a slight increase in revenues and
a three percent decrease in operating expenses. More specifically, salaries and
benefits have experienced a six percent decline during the current quarter, as
compared to the third quarter of 2002.

         During the first quarter of 2002, we announced a new contract to
design, construct, mobilize and sell a rig to drill extended reach wells to
offshore targets from a land-based location on Sakhalin Island, Russia for an
international consortium. We also entered into a contract to subsequently
operate the rig on behalf of the international consortium. The revenue and
expense for the project are recognized as construction contract revenue and
expense. The profit from the design, construction, mobilization and rig-up fees



is calculated on a percentage of completion basis. During the third quarter
ended September 30, 2003 the design, construction, mobilization and rig-up was
completed and we recognized $1.0 million in profit. The total profit recognized
to date from the design, construction, mobilization and rig-up contract is $4.5
million, $2.0 million of which was recognized in 2003 and $2.5 million was
recognized during 2002.

         General and Administrative expense decreased $2.0 million to $4.1
million in the current quarter as compared to the third quarter of 2002. The
decrease is attributed to the following: salaries and wages decreased $1.0
million as a result of the reduction in force in June 2002, $0.3 million
reduction in property and franchise taxes, $0.3 million reduction in legal and
professional fees and the remaining decrease is a result of the ongoing cost
reduction program implemented in 2002.

         Interest expense decreased $0.2 million in the third quarter of 2003 as
compared to the third quarter of 2002. This decrease was the result of the
purchase of $14.8 million of our convertible subordinated notes on the open
market in May 2003, reduced interest amortization of the Boeing note and the
amortization of the swap gain recognized upon liquidation of the swap
agreements.

         Income tax expense consists of foreign tax expense of $3.9 million for
the third quarter of 2003. For the third quarter of 2002, income tax expense
consisted of foreign tax expense of $2.7 million and a deferred tax benefit of
$4.0 million. Foreign taxes increased $1.2 million due primarily to a tax
benefit realized in 2002 from a Kazakhstan tax ruling related to prior years.
For the third quarter of 2003 we incurred a net loss, however, no additional
deferred tax benefit was recognized since the sum of our deferred tax assets,
principally the net operating loss carryforwards, exceeds the deferred tax
liabilities, principally the excess of tax depreciation over book depreciation.
This additional deferred tax asset was fully reserved through a valuation
allowance in the current quarter.
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RESULTS OF OPERATIONS (continued)

Analysis of Discontinued Operations

<TABLE>
<CAPTION>
                                                          Three Months Ended September 30,
                                                          --------------------------------
                                                               2003               2002
                                                          -------------      -------------
                                                               (Dollars in Thousands)
<S>                                                       <C>                <C>
Discontinued operations drilling revenues:
  U.S. jackup and platform drilling                         $   13,108        $   12,621
  Latin America drilling                                         5,860             8,976
                                                            ----------        ----------
Total discontinued operations drilling revenues                 18,968            21,597
                                                            ----------        ----------
Discontinued operations operating income (loss)
  U.S. jackup and platform drilling (1)                          2,127             1,434
  Latin America drilling (1)                                     1,692             2,086
  Depreciation and amortization                                      -            (7,894)
                                                            ----------        ----------
Total discontinued operations operating income (loss) (2)        3,819            (4,374)

  Other income (expense) - net                                    (853)              134
  Provision for impairment of assets                                 -              (360)
  Tax benefit (expense)                                            991            (3,244)
                                                            ----------        ----------
Loss from discontinued operations                           $    3,957        $   (7,844)
                                                            ==========        ==========
</TABLE>

(1) Drilling gross margin - drilling revenues less direct drilling operating
    expenses, excluding depreciation and amortization expense.

(2) Drilling operating income (loss) - drilling revenues less direct drilling



    operating expenses, including depreciation and amortization expense.

         Revenues in Latin America decreased $3.1 million primarily due to
declining utilization in Colombia and Ecuador. During the third quarter of 2002
the Latin America region averaged 4 rigs operating as compared to an average of
2.5 rigs working during the third quarter of 2003. The decrease in revenues is
primarily attributed to Ecuador which had generated $2.5 million revenues during
the third quarter of 2002. During the third quarter of 2002, Ecuador had one rig
operating, the contract was completed in late 2002 and the rig has been moved to
Bangladesh. In Colombia we operated an average of 1.5 rigs during the current
quarter as compared to two rigs working during the third quarter of 2002. One
rig continued to work in Peru on a contract expected to continue into 2006.

         In Latin America gross margin declined $0.4 million primarily
attributable to the completion of the contract in Ecuador late in 2002.

         U. S. jackup and platform drilling revenues increased $0.5 million in
the current quarter as compared to the third quarter 2002. Jackup rig revenues
decreased $0.6 million as a result of decreased utilization during the current
quarter as compared to the third quarter of 2002. Jackup rig utilization was
down from 97 percent during the third quarter of 2002 to 86 percent during the
current quarter. A malfunction caused one side of the rig to become partially
submerged in the water, resulting in the loss of certain drilling equipment
overboard and damage to certain portions of the rig. We believe that
substantially all of the loss of will be covered by insurance. Platform rig
revenues increased $1.1 million as one platform rig operated during the third
quarter of 2003.

         U.S. jackup and platform drilling gross margin increased $0.7 million
in the current quarter as compared to the third quarter 2002. The gross margin
was positively impacted during the current quarter by the platform rig that
worked during the third quarter of 2003.
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RESULTS OF OPERATIONS (continued)

Nine Months Ended September 30, 2003 Compared with Nine Months Ended September
30, 2002

         We recorded a net loss from continuing operations of $34.9 million for
the nine months ended September 30, 2003 compared to a net loss from continuing
operations of $9.6 million before the cumulative effect of a change in
accounting principle for the nine months ended September 30, 2002. Losses from
discontinued operations were $62.3 million and $20.9 million for the nine months
ended September 30, 2003 and 2002, respectively. During the nine months ended
September 30, 2002 we adopted SFAS No. 142 which resulted in a $73.1 million
impairment of goodwill which was recognized as a change in accounting principle.

Analysis of Continuing Operations

<TABLE>
<CAPTION>
                                         Nine Months Ended September 30,
                                     ---------------------------------------
                                           2003                    2002
                                     ----------------       ----------------
                                             (Dollars in Thousands)
<S>                                  <C>         <C>        <C>         <C>
Drilling and rental revenues:
  U.S. drilling                      $ 49,593     22%       $ 56,695     22%
  International drilling              138,893     61%        163,208     63%
  Rental tools                         40,366     17%         37,206     15%
                                     --------    ---        --------    ---
Total drilling and rental revenues   $228,852    100%       $257,109    100%
                                     ========    ===        ========    ===
</TABLE>

         Our drilling and rental revenues decreased $28.3 million to $228.9
million in the current nine-month period as compared to the nine months ended
September 30, 2002. U.S. drilling revenues decreased $7.1 million due to an 11
percent decline in average dayrates for the 22 barge rigs during the current
nine month period as compared to the nine months ended September 30, 2002.



Utilization between the two periods remained constant at a rate of approximately
50 percent.

         International drilling revenues decreased $24.3 million to $138.9
million in the current nine-month period as compared to the nine months ended
September 30, 2002. International land drilling revenues decreased $12.3 million
while international offshore drilling revenues decreased $12.0 million. Land
drilling revenues in the CIS operations decreased $1.6 million due to reduced
utilization in Kazakhstan. In the Karachaganak field we worked three rigs during
2002 while only one worked during the nine months ended September 30, 2003. In
addition, during December of 2002, TCO's release of one rig, owned by TCO, for
which we provided labor services, resulted in reduced revenues. Decreased
revenues in Kazakhstan were partially offset by increased revenues in Russia.
During the second quarter of 2003 rig 262 began drilling operations on the
Sakhalin Island resulting in increased revenues. Revenues in our Asia Pacific
region decreased $11.6 million in 2003 as compared to 2002. Reduced utilization
was the primary factor in all three countries in which we operate. Indonesia
worked on average three rigs in 2002 and one rig during 2003. Both New Zealand
and Papua New Guinea had one less rig working in 2003 as compared to 2002. Labor
contracts in Kuwait increased in 2003 resulting in additional revenues of $0.9
million in 2003 as compared to the nine months ended September 30, 3002.

         The decrease of $12.0 million in international offshore drilling
revenues was due primarily to reduced dayrates in Nigeria. As noted earlier,
significant civil unrest resulted in the suspension of drilling operations on
two of the three rigs working during 2003. Both of the barge rigs were evacuated
and were placed on force majeure rates at approximately 90 percent of the full
dayrate. One of the barge rigs returned to full operations while the second
barge rig remains evacuated. In April 2003, barge rig 74 was placed on a standby
rate approximating 45 percent of the full dayrate. As of the end of October
2003, barge rigs 75 and 73 are operating on full dayrates and barge rig 74
remains on a standby rate. Barge rig 72 has been stacked since the completion of
its contract during the third quarter of 2002.

         Rental tool revenues increased $3.1 million as Quail Tools reported
revenues in the current year of $40.4 million. Revenues increased $1.2 million
from the New Iberia, Louisiana operations, increased $0.9 million from the
Victoria, Texas operations, decreased $0.5 million from the Odessa, Texas
operations and generated $1.5 million from its new operations in Evanston,
Wyoming. Both, New Iberia, Louisiana and the Victoria, Texas operations
experienced an increase in customer demand in the respective regions due to
increased Gulf of Mexico drilling activity. The Odessa, Texas operation was down
11 percent in 2003 as compared to 2002 due to a decrease in customer activity in
the region and a highly competitive pricing environment.
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<TABLE>
<CAPTION>
                                                 Nine Months Ended September 30,
                                                 -------------------------------
                                                      2003             2002
                                                 --------------   --------------
                                                      (Dollars in Thousands)
<S>                                              <C>        <C>   <C>        <C>
Drilling and rental operating income:
  U.S. drilling (1)                              $ 12,127   24%   $ 17,187   30%
  International drilling (1)                       42,673   31%     54,148   33%
  Rental tools (1)                                 23,498   58%     20,556   55%
  Depreciation and amortization                   (51,791)         (50,240)
                                                 --------         --------
Total drilling and rental operating income (2)     26,507           41,651

  Construction contract operating income            2,000            2,024
  General and administrative expense              (14,485)         (18,583)
  Provision for doubtful accounts                       -           (1,140)
  Gain on disposition of assets, net                  963            2,781
                                                 --------         --------
Total operating income                           $ 14,985         $ 26,733
                                                 ========         ========
</TABLE>



(1) Drilling and rental gross margin - drilling and rental revenues less direct
    drilling and rental operating expenses, excluding depreciation and
    amortization expense; drilling and rental gross margin percentages -
    drilling and rental gross margin as a percent of drilling and rental
    revenues.

(2) Drilling and rental operating income - drilling and rental revenues less
    direct drilling and rental operating expenses, including depreciation and
    amortization expense.

         Drilling and rental operating income of $26.5 million in the current
nine-month period reflected a decrease of $15.1 million from the nine months
ended September 30, 2002. Decreased gross margin in the U.S. drilling operations
and international operations were partially offset by increased gross margin in
the rental tools operations. The U.S. drilling operation gross margin decreased
$5.1 million during the current period. The gross margin percentage decreased
from 30 percent to 24 percent primarily attributed to the decrease in barge rig
revenues in the current period.

         International drilling gross margin decreased $11.4 million in the
current nine-month period as compared to the nine months ended September 30,
2002. International land drilling gross margin decreased $9.7 million to $26.0
million during the current nine-month period due primarily to the reduced
revenues in our land drilling operations in Kazakhstan, Papua New Guinea and New
Zealand, as previously discussed. The gross margin percentage for the
international land drilling decreased from 39 percent to 33 percent in the
current nine-month period. The international offshore drilling gross margin
decreased $1.7 million to $16.7 million in the current nine-month period. The
decrease is primarily attributed to reduced revenues resulting from the
community unrest issues in Nigeria as discussed. Gross margins in Nigeria
decreased approximately $3.5 million during the current nine-month period. This
decrease was partially offset by an increase in gross margin related to barge
rig 257 in the Caspian Sea. The increased gross margin was directly related to a
one-time payment in 2002 for property taxes, as previously mentioned.

         Rental tool gross margin increased $2.9 million to $23.5 million during
the current nine-month period as compared to 2002. Gross margin percentage
increased to 58 percent during the current period as compared to 55 percent for
the nine months ended September 30, 2002, due to an eight percent increase in
revenues and only a one percent increase in operating expenses during the
period. The slight increase in operating expenses was driven primarily by
increased health care costs.

         Depreciation and amortization expense increased $1.6 million to $51.8
million during the current period. Depreciation expense increased due to capital
additions during 2002.

                                       30

RESULTS OF OPERATIONS (continued)

         Interest expense increased $1.5 million for the nine months ended
September 30, 2003 as compared to 2002. During the first quarter of 2002, we
entered into three $50.0 million swap agreements that resulted in $2.6 million
in interest savings during the nine months ended September 30, 2002. The swap
agreements were terminated during the third quarter of 2002. Effective July 1,
2002 interest expense increased due to the exchange of $235.6 million in
principal amount of new 10.125% senior notes due 2009 for a like amount of its
9.75% senior notes due 2006. Partially offsetting this increase was a reduction
in interest from the purchase of $14.8 million of convertible subordinated notes
on the open market in May 2003, reduced interest amortization of the Boeing note
and the amortization of the swap gain recognized upon liquidation of the swap
agreements.

         During the first quarter of 2002, we announced a new contract to build
and operate a rig to drill extended reach wells to offshore targets from a
land-based location on Sakhalin Island, Russia for an international consortium.
The revenue and expense for the project are recognized as construction contract
revenue and expense, with the profit calculated on a percentage of completion
basis, $2.0 million was recognized during both the nine months ended September
30, 2003 and 2002, respectively.



         General and Administrative expense decreased $4.1 million to $14.5
million in the current nine-month period as compared to the nine months ended
September 30, 2002. This decrease is primarily attributed to the following:
salaries and wages decreased $1.4 million as a result of the reduction in force
in June 2002; professional and legal fees decreased $0.9 million; $0.7 million
decrease in property and franchise tax expense; and unscheduled maintenances of
$0.2 million on the former corporate headquarters in Tulsa during 2002. The
remaining decrease is a result of the ongoing cost reduction program implemented
last year.

         Other expense decreased $5.7 million in the current nine-month period
as compared to the nine months ended September 30, 2002. The nine months ended
September 30, 2002 included $3.6 million related to the Exchange Offer and $0.6
million costs incurred for an attempted acquisition.

         Income tax expense consists of foreign tax expense of $11.6 million for
the current nine-month period. For the nine months ended September 30, 2002
income tax expense included foreign tax expense of $7.6 million and deferred tax
benefit of $13.7 million. Foreign taxes increased $4.0 million in the current
nine-month period due primarily to a tax benefit realized in 2002 from a
Kazakhstan tax ruling related to prior years. For the current nine-month period
we incurred a net loss, however, no additional deferred tax benefit was
recognized since the sum of our deferred tax assets, principally the net
operating loss carryforwards, exceeds the deferred tax liabilities, principally
the excess of tax depreciation over book depreciation. This additional deferred
tax asset was fully reserved through a valuation allowance in the current
quarter.
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Analysis of Discontinued Operations

<TABLE>
<CAPTION>
                                                          Nine Months Ended September 30,
                                                          -------------------------------
                                                              2003                2002
                                                          -----------         -----------
                                                              (Dollars in Thousands)
<S>                                                       <C>                 <C>
Discontinued operations drilling revenues:
  U.S. jackup and platform drilling                         $ 35,428           $ 29,641
  Latin America drilling                                      18,201             35,948
                                                            --------           --------
Total discontinued operations drilling revenues             $ 53,629           $ 65,589
                                                            ========           ========

Discontinued operations operating income (loss)
  U.S. jackup and platform drilling (1)                     $  3,666           $   (243)
  Latin America drilling (1)                                   3,166              9,043
  Depreciation and amortization                              (14,629)           (22,796)
                                                            --------           --------
Total discontinued operations operating income loss (2)       (7,797)           (13,996)

  Other income (expense) - net                                  (558)               568
  Provision for impairment of assets                         (53,968)              (360)
  Tax expense                                                    (22)            (7,149)
                                                            --------           --------
Loss from discontinued operations                           $(62,345)          $(20,937)
                                                            ========           ========
</TABLE>

(1) Drilling gross margin - drilling revenues less direct drilling operating
    expenses, excluding depreciation and amortization expense.

(2) Drilling operating income (loss) - drilling revenues less direct drilling
    operating expenses, including depreciation and amortization expense.

         Revenues in Latin America decreased $17.7 million to $18.2 million in
the current nine-month. The region operated an average of 3.0 rigs in the



current nine-month period as compared to 7.0 rigs in the nine months ended
September 30, 2002. The decline in utilization in Colombia and Ecuador, as
mentioned previously, was partially offset by operations in Peru. Peru had one
rig operating at full dayrate for the current nine-month period as compared to a
reduced move rate for a portion of the nine months ended September 30, 2002.

         Gross margin in the Latin America region decreased $5.9 million to $3.2
million in the current period as compared to the nine months ended September 30,
2002. The loss of four contracts in Colombia in mid 2002 and completion of one
contract in Ecuador contributed to the decline in gross margin. Of the four
contracts cancelled in Colombia, only one rig returned to work in early 2003.

         Revenues for the U.S. jackup and platform drilling operations increased
$5.8 million to $35.4 million in the current nine-month period as compared to
the nine months ended September 30, 2002. The jackup rigs contributed to the
increase with higher utilization and improved dayrates. Utilization for the
jackup rigs increased from 76 percent to 81 percent and average dayrates
improved 9 percent in the current nine-month period as compared to the nine
months ended September 30, 2002. The platform rigs utilization and dayrates
increased slightly during the current nine-month period as compared to the nine
months ended September 30, 2002.

         The U.S. jackup and platform drilling gross margin was $3.7 million in
the current period, an increase of $3.9 million from the nine months ended
September 30, 2002. The gross margin was positively impacted in the current
period by higher dayrates and utilization for the jackup rigs and platform rigs
as previously discussed.
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LIQUIDITY AND CAPITAL RESOURCES

         As of September 30, 2003, we had cash and cash equivalents of $81.4
million, an increase of $29.4 million from December 31, 2002. The primary
sources of cash for the nine-month period as reflected on the Consolidated
Condensed Statement of Cash Flows were $68.2 million provided by operating
activities and $5.1 million from the disposition of equipment.

         The primary uses of cash for the nine-month period ended September 30,
2003 were $23.8 million for capital expenditures and $20.1 million for repayment
of debt. We used $14.5 million cash to purchase $14.8 million face value of its
outstanding convertible subordinated notes on the open market in May 2003. Major
capital expenditures during the current nine-month period included purchases of
drill pipe and tubulars by Quail Tools.

         As of September 30, 2002, we had cash and cash equivalents of $32.4
million, a decrease of $28.0 million from December 31, 2001. The net cash
provided by operating activities as reflected on the Consolidated Condensed
Statement of Cash Flows was $7.0 million. This included an increase in other
current assets of $23.8 million of which $27.2 million related to construction
of rig 262 for the Sakhalin Island project. Cash flows from investing activities
included $39.2 million for capital expenditures and proceeds from the sale of
assets of $5.5 million. Cash flows from financing activities included $3.9
million repayment of debt. On July 24, 2002, we terminated $150.0 million of
interest rate swap agreements associated with its 9.75% senior notes and
received $3.5 million. A gain totaling $2.6 million will be amortized over the
remaining term of the 9.75% senior notes as a reduction to interest expense.

         We anticipate the working capital needs and funds required for capital
spending will be met from existing cash, asset sales and cash provided by
operations. It is our intention to limit capital spending, net of reimbursements
from customers, to less than $50.0 million in 2003. Should new opportunities
requiring additional capital arise, we may seek project financing or equity
participation from outside alliance partners or customers. We have no assurances
that such financing or equity participation would be available on terms
acceptable to us.

         We had total long-term debt of $569.4 million, including the current
portion of $65.7 million at September 30, 2003. As of September 30, 2003, the
long-term debt included:

         -        $109.7 million aggregate principal amount of 5.5% convertible
                  subordinated notes, which are due August 1, 2004 (The undrawn



                  portion of the term loan can only be used to repay the 5.5%
                  convertible subordinated notes, therefore $50.0 million of
                  these notes have been reclassified as long-term.)

         -        $214.2 million aggregate principal amount of 9.75% senior
                  notes, which are due November 15, 2006; and

         -        $236.5 million aggregate principal amount of 10.125% senior
                  notes, which are due on November 15, 2009.

         Subsequent to September 30, 2003, we refinanced a portion of our
existing debt by issuing $175.0 million of new 9.625% senior notes due 2013 and
replaced our senior credit facility with a $150.0 million senior credit
agreement. The senior credit agreement consists of a four-year $100.0 million
delayed draw term loan facility and a three-year $50.0 million revolving credit
facility that are secured by certain drilling rigs, rented tool equipment,
accounts receivable and substantially all of the stock of the subsidiaries, and
contains customary affirmative and negative covenants. The proceeds of the new
9.625% senior notes, plus an initial draw of $50.0 million under the term loan
facility, were partially used to retire $184.3 million of the 9.75% senior notes
due 2006 that had been tendered pursuant to a tender offer dated September 24,
2003. The balance of the proceeds from the new senior notes and the initial draw
down under the term loan facility will be used to retire the remaining $29.9
million of 9.75% senior notes that were not tendered but have been called for
redemption effective November 15, 2003.

         The revolving credit facility portion of the senior credit agreement
replaces the previous $50.0 million revolving credit facility that would have
expired in late October 2003. The revolving credit facility is available for
working capital requirements, general corporate purposes and to support letters
of credit. Availability under the revolving credit facility is subject to a
borrowing base limitation based on 85 percent of eligible receivables plus a
value for eligible rental tool equipment. As of September 30, 2003 the borrowing
base was $41.1 million, of which none had been drawn down, and $10.4 million had
been reserved for letters of credit, resulting in available revolving credit of
$30.7 million.
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LIQUIDITY AND CAPITAL RESOURCES (continued)

         As of September 30, 2003, after giving effect to the new 9.625% senior
notes, the new credit agreement and the call of the remaining 9.75% senior
notes, on a proforma basis we would have had approximately $131.7 million of
liquidity. This liquidity would have been comprised of $81.4 million of cash on
hand, $30.7 million of undrawn availability under the new revolving credit
facility and $50.0 million of availability under the delayed draw term loan
facility (which may only be used to repay the 5.5% convertible subordinated
notes), less $30.4 million to call the remaining 9.75% senior notes. In the
previous quarter we advised that due to cross default provisions in our debt
agreements, if we were unable to pay the 5.5% convertible subordinated notes
when due all of our debt would be declared in default and would become
immediately due and payable. We believe that any such concern has been
substantially alleviated. Based on our current liquidity, along with cash which
is anticipated to be generated from operations, will provide sufficient
liquidity to repay the $109.7 million of convertible subordinated notes due in
August 2004.

         The following tables summarize our future contractual cash obligations
and other commercial commitments after giving effect to the financing
transactions on October 10, 2003.

<TABLE>
<CAPTION>
                                                                                    After 5
                                            1 Year    2 - 3 Years    4 - 5 Years     Years       Total
                                           --------   -----------    -----------    --------   --------
                                                             (Dollars in Thousands)
<S>                                        <C>        <C>            <C>            <C>        <C>
Contractual cash obligations:
  Long-term debt - principal (1)           $115,673     $    525       $ 50,000     $410,612   $576,810
  Long-term debt - interest (1)              56,253       85,909         85,909      111,056    339,127
  Operating leases (2)                        2,772        3,958          3,136          854     10,720



                                           --------     --------       --------     --------   --------
Total contractual cash obligations         $174,698     $ 90,392       $139,045     $522,522   $926,657
                                           ========     ========       ========     ========   ========

Commercial commitments:
  Revolving credit facility (3)            $      -     $      -       $      -     $      -   $      -
  Standby letters of credit (3)              10,410            -              -            -     10,410
                                           --------     --------       --------     --------   --------
Total commercial commitments               $ 10,410     $      -       $      -     $      -   $ 10,410
                                           ========     ========       ========     ========   ========
</TABLE>

(1) Long-term debt includes the principal and interest cash obligations of the
    9.625%, senior notes, the 10.125% senior notes, the 5.5% convertible
    subordinated notes, the secured 10.1278% promissory note and the capital
    leases. Premiums related to the senior notes and interest rate swap mark to
    market gain (see Note 9 of the Notes to Unaudited Consolidated Condensed
    Financial Statements) are not included in the contractual cash obligations
    schedule. On October 11, 2003 $184.3 million of the 9.75% senior notes were
    retired, the remaining $29.9 million were not tendered but have been called
    effective November 15, 2003. Therefore, the 9.75% senior notes are not
    included in the contractual obligations schedule.

(2) Operating leases consist of lease agreements in excess of one year for
    office space, equipment, vehicles and personal property.

(3) We have a $50.0 million revolving credit facility with an available
    borrowing base of $41.1 million. As of September 30, 2003, none has been
    drawn down, but $10.4 million of availability has been used to support
    letters of credit that have been issued. The revolving credit facility
    expires in October 2006.

         We do not have any unconsolidated special-purpose entities,
off-balance-sheet financing arrangements or guarantees of third-party financial
obligations. We have no energy or commodity contracts.
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OTHER MATTERS

Critical Accounting Policies

         We consider certain accounting policies related to impairment of
property, plant and equipment, impairment of goodwill, the valuation of deferred
tax assets and revenue recognition to be critical accounting policies due to the
estimation processes involved in each.

         Impairment of property, plant and equipment - Management periodically
evaluates our property, plant and equipment to determine that their net carrying
value is not in excess of their net realizable value. These evaluations are
performed when we have realized sustained significant declines in utilization
and dayrates and recovery is not contemplated in the near future. Management
considers a number of factors such as estimated future cash flows, appraisals
and current market value analysis in determining net realizable value. Assets
are written down to their fair value if it is below its net carrying value.

         In June 2003, the board of directors approved a plan to sell the Latin
America assets consisting of 17 land rigs and related inventory and spare parts
and the U.S. Gulf of Mexico assets consisting of seven jackup rigs and four
platform rigs. We are actively marketing the assets through an independent
broker and expect to complete the sale by the end of December, 2003. At June 30,
2003, the net book value of the assets to be sold exceeded the fair value and as
a result an impairment charge including estimated sales expenses was recognized
in the amount of $54.0 million, (see Note 4 of the Notes to Unaudited
Consolidated Condensed Financial Statements for additional information).

         Impairment of goodwill - Management periodically assesses whether the
excess of cost over net assets acquired is impaired based on the estimated fair
value of the operation to which it relates, which value is generally determined
based on estimated future cash flows of that operation. If the estimated fair
value is in excess of the carrying value of the operation, no further analysis
is performed. If the fair value of each operation, to which goodwill has been
assigned, is less than the carrying value, we will deduct the fair value of the
tangible and intangible assets and compare the residual amount to the carrying



value of the goodwill to determine if impairment should be recorded.

         In 2002, SFAS No. 142, "Goodwill and Other Intangible Assets," became
effective and as a result, we discontinued the amortization of $189.1 million of
goodwill. In lieu of amortization, we performed an initial impairment review of
goodwill and as a result impaired goodwill by $73.1 million. We will perform an
annual impairment review, in December, hereafter. The impairment was recognized
as a cumulative effect of a change in accounting principle. We performed our
annual impairment review during the fourth quarter of 2002 with no additional
impairment required.

         Accounting for income taxes - As part of the process of preparing the
consolidated financial statements, we are required to estimate the income taxes
in each of the jurisdictions in which we operate. This process involves
estimating the actual current tax exposure together with assessing temporary
differences resulting from differing treatment of items, such as depreciation,
amortization and certain accrued liabilities for tax and accounting purposes.
These differences and the net operating loss carryforwards result in deferred
tax assets and liabilities, which are included within our consolidated balance
sheet. We must then assess the likelihood that the deferred tax assets will be
recovered from future taxable income, and to the extent we believe that recovery
is not likely, we must establish a valuation allowance. To the extent we
established a valuation allowance or increase or decrease this allowance in a
period, we must include an expense or reduction of expense within the tax
provision in the statement of operations.

         Revenue recognition - We recognizes revenues and expenses on dayrate
contracts as the drilling progresses (percentage of completion method) because
we do not bear the risk of completion of the well. For meterage contracts, we
recognize the revenues and expenses upon completion of the well (completed
contract method). Revenues from rental activities are recognized ratably over
the rental term which is generally less than six months.
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OTHER MATTERS (continued)

Recent Accounting Pronouncements

         In April 2002, the FASB issued SFAS No. 145, "Rescission of FASB
Statements No. 4, No. 44, and No. 64, Amendment of FASB Statement No. 13, and
Technical Corrections." SFAS No. 145 is effective for fiscal years beginning
after May 15, 2002. We adopted this standard in the first quarter of 2003 and it
did not have a significant effect on our results of operations or our financial
position.

         In July 2002, the FASB issued SFAS No. 146, "Accounting for Costs
Associated with Exit or Disposal Activities." SFAS No. 146 is effective for exit
or disposal activities initiated after December 31, 2002. The adoption of this
standard has not had any impact on our financial position or results of
operations.

         In November 2002, the FASB issued Interpretation No. 45 ("FIN 45"),
"Guarantor's Accounting and Disclosure Requirements for Guarantees, including
Indirect Guarantees of Indebtedness of Others." The interpretation requires
disclosure about the nature and terms of obligations under certain guarantees
that we have issued. The interpretation also clarifies that a guarantor is
required to recognize, at inception of a guarantee, a liability for the fair
value of the obligation undertaken in issuing a guarantee. The initial
recognition and initial measurement provisions are applicable on a prospective
basis to guarantees issued or modified after December 31, 2002. The disclosure
requirements in this interpretation are effective immediately. We were not
impacted by the issuance of FIN 45.

         On December 31, 2002, the FASB issued SFAS No. 148, "Accounting for
Stock-Based Compensation-Transition and Disclosure - An Amendment of SFAS No.
123." The standard provides additional transition guidance for companies that
elect to voluntarily adopt the accounting provisions of SFAS No. 123,
"Accounting for Stock-Based Compensation." SFAS No. 148 does not change the
provisions of SFAS No. 123 that permit entities to continue to apply the
intrinsic value method of APB No. 25, "Accounting for Stock Issued to
Employees." As we continue to follow APB No. 25, our accounting for stock-based
compensation will not change as a result of SFAS No. 148. SFAS No. 148 does



require certain new disclosures in both annual and interim financial statements.
The interim disclosure provisions have been included as Note 1.

         On January 17, 2003, the FASB issued FIN 46, "Consolidation of Variable
Interest Entities, An Interpretation of Accounting Research Bulletin No. 51."
The primary objectives of FIN 46 are to provide guidance on how to identify
entities for which control is achieved through means other than through voting
rights (variable interest entities ("VIE")) and how to determine when and which
business enterprise should consolidate the VIE. This new model for consolidation
applies to an entity in which either (1) the equity investors do not have a
controlling financial interest or (2) the equity investment at risk is
insufficient to finance that entity's activities without receiving additional
subordinated financial support from other parties. We will adopt this standard
in December 2003, and do not expect it to have a significant effect on our
results of operations or our financial position.

         In March 2003, the FASB issued SFAS No. 149, "Amendment of Statement
133 on Derivative Instruments and Hedging Activities." This Statement amends and
clarifies financial accounting and reporting for derivative instruments,
including certain derivative instruments embedded in other contracts
(collectively referred to as derivatives) and for hedging activities under FASB
Statement No. 133, Accounting for Derivative Instruments and Hedging Activities.
This Statement will be effective for contracts entered into, modified or
designated as hedges after June 30, 2003. Implementation of this statement did
not have a material effect on our results of operations or our financial
position.

         In May 2003, the FASB issued SFAS No. 150, "Accounting for Certain
Financial Instruments with Characteristics of both Liabilities and Equity." This
statement improves the accounting for certain financial instruments that, under
previous guidance, issuers could account for as equity and requires that those
instruments be classified as liabilities (or assets in certain circumstances) in
statements of financial position. This statement will be effective for all
financial statements entered into or modified after May 31, 2003, and otherwise
is effective at the beginning of the first interim period beginning after June
15, 2003. Implementation of this statement did not have a significant effect on
our financial position.
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ITEM 3.  QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Interest Rate Risk

         We are exposed to interest rate risk from our fixed-rate debt. In
January 2002, we hedged against a portion of the risk of changes in fair value
associated with its $214.2 million 9.75% senior notes by entering into three
fixed-to-variable interest rate swap agreements with a total notional amount of
$150.0 million. We assumed no ineffectiveness as each interest rate swap
agreement met the short-cut method requirements under SFAS No. 133 for fair
value hedges of debt instruments. As a result, changes in the fair value of the
interest rate swap agreements were offset by changes in the fair value of the
debt and no net gain or loss was recognized in earnings. During the nine months
ended September 30, 2002 the interest rate swap agreements reduced interest
expense $2.6 million.

         On July 24, 2002, we terminated all the interest rate swap agreements
and received $3.5 million. A gain totaling $2.6 million is being recognized as a
reduction to interest expense over the remaining term (ending November 2006) of
the debt instrument, of which $0.2 million and $0.5 million was recognized
during the three and nine months ended September 30, 2003.

ITEM 4.  CONTROLS AND PROCEDURES

         Disclosure Controls and Procedures - The Company's management, with the
participation of our Chief Executive Officer and Chief Financial Officer, has
evaluated the effectiveness of our disclosure controls and procedures (as such
term is defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange
Act of 1934, as amended (the "Exchange Act")) as of the end of the period
covered by this quarterly report. Based on such evaluation, our Chief Executive
Officer and Chief Financial Officer have concluded that, as of the end of such
period, our disclosure controls and procedures are effective in recording,
processing, summarizing and reporting, on a timely basis, information required



to be disclosed by us in the reports that we file or submit under the Exchange
Act.

         Internal Control Over Financial Reporting - There have not been any
changes in our internal control over financial reporting (as such term is
defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) during the
fiscal quarter to which this report relates that have materially affected, or
are reasonably likely to materially affect, our internal control over financial
reporting.

PART II. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

         None.

ITEM 2. CHANGES IN SECURITIES AND USE OF PROCEEDS

         None.

ITEM 3. DEFAULTS UPON SENIOR SECURITIES

         None.
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ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

         None

ITEM 5. OTHER INFORMATION

         None

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

         (a)      Exhibits:

                  The following exhibits are filed as a part of this report:

<TABLE>
<CAPTION>
Exhibit Number                                Description ---------
               -----------------------------------------------------------------
               <S>            <C>
4.1            Third Supplemental Indenture dated as of October 7, 2003, between
               Parker Drilling Company and Subsidiary Guarantors and JPMorgan
               Chase Bank as Trustee, respecting 10.125% Senior Notes Due 2009

4.2            Fourth Supplemental Indenture dated as of October 10, 2003,
               between Parker Drilling Company and Subsidiary Guarantors and
               JPMorgan Chase Bank as Trustee, respecting 10.125% Senior Notes
               Due 2009

4.3            Sixth Supplemental Indenture dated as of October 7, 2003, between
               Parker Drilling Company and Subsidiary Guarantors and JPMorgan
               Chase Bank as Trustee, respecting 9.75% Senior Notes Due 2006

4.4            Seventh Supplemental Indenture dated as of October 10, 2003,
               between Parker Drilling Company and Subsidiary Guarantors and
               JPMorgan Chase Bank as Trustee, respecting 9.75% Senior Notes
               Due 2006

10.1           Credit Agreement, dated as of October 10, 2003 among Parker
               Drilling Company as borrower and the several lenders named
               therein

10.2           Non-Employee Director Deferred Compensation Plan dated December
               1, 2002

12.1           Ratio of Earnings to Fixed Charges

15             Letter re Unaudited Interim Financial Information



31.1           Section 302 Certification - Chief Executive Officer

31.2           Section 302 Certification - Chief Financial Officer

32.1           Section 906 Certification - Chief Executive Officer

32.2           Section 906 Certification - Chief Financial Officer
</TABLE>

         (b)      Reports on Form 8-K:

                  We filed a Form 8-K on September 26, 2003, announcing our
                  tender offer and consent solicitation for 9.75% senior notes
                  due 2006 and consent solicitation for 10.125% senior notes due
                  2009.

                  We filed a Form 8-K on October 7, 2003, announcing our sale of
                  9.625% senior notes due 2013.

                  We filed a Form 8-K on October 31, 2003, announcing our
                  operating results for the quarter ended September 30, 2003.
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                                   SIGNATURES

         Pursuant to the requirements of the Securities Exchange Act of 1934,
the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

                                            Parker Drilling Company
                                                  Registrant

Date: November 13, 2003

                                            By:   /s/ James W. Whalen
                                                 -------------------------------
                                                  James W. Whalen
                                                  Senior Vice President and
                                                  Chief Financial Officer

                                            By:   /s/ W. Kirk Brassfield
                                                 -------------------------------
                                                  W. Kirk Brassfield
                                                  Vice President and Controller
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                                                                     EXHIBIT 4.1

                          THIRD SUPPLEMENTAL INDENTURE

         THIRD SUPPLEMENTAL INDENTURE (the "Third Supplemental Indenture"),
dated and effective as of October 1, 2003, is made and entered into by and
among Parker Drilling Company, a Delaware corporation (the "Company"), the
Restricted Subsidiaries executing as Subsidiary Guarantors (the "Subsidiary
Guarantors"), Canadian Rig Leasing, Inc., an Oklahoma corporation ("Canadian"),
Indocorp of Oklahoma, Inc., an Oklahoma corporation ("Indocorp"), Parker
Drilling Company Eastern Hemisphere, Ltd., an Oklahoma corporation ("PDCEH"),
Parker Drilling Company International, Inc., a Delaware corporation ("PDCII"),
Parker Drilling Company of Argentina, Inc., a Nevada corporation ("PDCA"),
Parker Drilling Company of Singapore, Ltd., an Oklahoma corporation ("PDCS"),
Parker Drilling Company of South America, Inc., an Oklahoma corporation
("PDCSA") and Parker Drilling Company of Mexico, LLC, a Nevada limited liability
company ("PDCM"), (Canadian, Indocorp, PDCEH, PDCA, PDCS, PDCSA and PDCM shall
collectively be referred to herein as the "New Guarantors"), and JPMorgan Chase
Bank, a New York banking organization, as Trustee (the "Trustee").

               RECITALS OF THE COMPANY, THE SUBSIDIARY GUARANTORS
                             AND THE NEW GUARANTORS

         WHEREAS, the Company, the Subsidiary Guarantors and the Trustee have
executed and delivered an Indenture dated as of May 2, 2002, by and among the
Company, the Subsidiary Guarantors and the Trustee (as amended by the First
Supplemental Indenture and the Second Supplemental Indenture, the "2002
Indenture") for the benefit of one another and for the ratable benefit of the
Holders of the 10 1/8% Senior Notes due 2009, (the "Notes") and pursuant to
which the Subsidiary Guarantors have agreed, jointly and severally, to
unconditionally guarantee the due and punctual payment of the principal of,
premium, if any, and interest on the Notes and all other amounts due and payable
under the 2002 Indenture and the Notes by the Company ("Indenture Obligations");

         WHEREAS, Section 9.01(a)(vi) of the 2002 Indenture provides that under
certain conditions the Company, the Subsidiary Guarantors and the Trustee may,
without the consent of any Holder of a Note, amend or supplement the 2002
Indenture to add any Restricted Subsidiary as an additional Subsidiary Guarantor
as provided in Section 10.02 of the 2002 Indenture;

         WHEREAS, pursuant to Section 10.02 of the Indenture, the New Guarantors
are required to be added as guarantors of the Indenture Obligations;

         WHEREAS, Section 10.02 of the 2002 Indenture requires (i) the execution
by the New Guarantors of this Third Supplemental Indenture whereby said New
Guarantors agree to be bound by the terms of the 2002 Indenture as applicable to
a Subsidiary Guarantor and (ii) the execution by the New Guarantors of a
Subsidiary Guarantee in the form prescribed by the 2002 Indenture;

         WHEREAS, the execution and delivery of this Third Supplemental
Indenture has been duly authorized by resolution of the board of directors of
the Company and the Subsidiary Guarantors and the board of directors of each of
the New Guarantors has authorized this Third Supplemental Indenture and the
execution of a Subsidiary Guarantee; and

         WHEREAS, all conditions and requirements necessary to make this Third
Supplemental Indenture valid and binding upon the Company, the Subsidiary
Guarantors and the New Guarantors and enforceable against the New Guarantors in
accordance with its terms, have been performed and fulfilled;

         NOW, THEREFORE, in consideration of the above premises, each of the
parties hereto agrees, for the benefit of the others and for the equal and
proportionate benefit of the Holders of the Notes, as follows:

         SECTION 1. Certain Terms Defined in the 2002 Indenture. All capitalized
terms used and not otherwise defined herein shall have the meanings ascribed to
them in the 2002 Indenture.

         SECTION 2. Additional Guarantors; Subsidiary Guarantee.



                  Section 2.1. The New Guarantors, by execution and delivery of
         this Third Supplemental Indenture, hereby agree to be bound by the
         terms of the 2002 Indenture as a Subsidiary Guarantor.

                  Section 2.2 Attached hereto as Exhibit A is a Subsidiary
         Guarantee of the New Guarantors in the form prescribed by the 2002
         Indenture, by which each New Guarantor agrees to guarantee the
         obligations of the Company in accordance with the terms of the
         Subsidiary Guarantee.

         SECTION 3. Effectiveness. This Third Supplemental Indenture shall
become effective upon:

                  (a)      the execution and delivery of this Third Supplemental
                           Indenture by the Company, the Subsidiary Guarantors,
                           the New Guarantors and the Trustee; and

                  (b)      the delivery by the Company to the Trustee of the
                           Opinion of Counsel and an Officers' Certificate as
                           required pursuant to Sections 11.04 and 11.05 of the
                           2002 Indenture and addressing the matters required
                           pursuant to such sections.

         SECTION 4. Particular Representations and Covenants.

                  Section 4.1. Authority. The Company, the Subsidiary Guarantors
         and the New Guarantors are duly authorized to execute and deliver this
         Third Supplemental Indenture, and all corporate action on their part
         required for the execution and delivery of this Third Supplemental
         Indenture has been duly and effectively taken.

                  Section 4.2. Correctness of Recitals. The Company and the
         Subsidiary Guarantors and the New Guarantors represent and warrant that
         all recitals and statements in this Third Supplemental Indenture are
         true and correct.

         SECTION 5. Concerning the Trustee.

                  Section 5.1 Acceptance of Trusts. The Trustee accepts the
         trusts hereunder and agrees to perform same, but only upon the terms
         and conditions set forth in the Indenture.

                  Section 5.2 Responsibility for Recitals. The recitals and
         statements contained in this Third Supplemental Indenture shall be
         taken as recitals and statements of the Company, the Subsidiary
         Guarantors and the New Guarantors and the Trustee assumes no
         responsibility for the correctness of same. The Trustee makes no
         representations as to the validity or sufficiency of this Third
         Supplemental Indenture, except that the Trustee is duly authorized to
         execute and deliver it.

         SECTION 6. Miscellaneous Provisions.

                  Section 6.1 Counterparts. This Third Supplemental Indenture
         may be executed in several counterparts, each of which shall be deemed
         an original, but all of which together shall constitute one instrument.

                  Section 6.2 Compliance with Trust Indenture Act. This Third
         Supplemental Indenture shall be interpreted to comply in every respect
         with the Trust Indenture Act of 1939, as amended, (the "TIA"). If any
         provision of this Third Supplemental Indenture limits, qualifies or
         conflicts with the duties imposed by the TIA, the imposed duties shall
         control.

                  Section 6.3 Headings. The section headings herein are for
         convenience only and shall not affect the construction hereof.

                  Section 6.4 Binding Effect. All covenants and agreements in
         this Third Supplemental Indenture by the Company or by any of the
         Subsidiary Guarantors shall bind their successors and assigns, whether



         so expressed or not.

                  Section 6.5 Governing Law. The internal laws of the State of
         New York shall govern and be used to construe this Third Supplemental
         Indenture.

                  Section 6.6 Continuation of 2002 Indenture. Except as amended
         by this Third Supplemental Indenture, the terms and conditions of the
         2002 Indenture shall remain in full force and effect.

         IN WITNESS WHEREOF, the parties hereto have caused this Third
Supplemental Indenture to be duly executed, all as of the date first above
written.

                                   PARKER DRILLING COMPANY

                                   By: /s/ James W. Whalen
                                      -----------------------------------------
                                   Name:  James W. Whalen
                                   Title: Sr. Vice President-Finance and
                                          Chief Financial Officer

                                   JPMORGAN CHASE BANK, as Trustee

                                   By: /s/ Rebecca Newman
                                      -----------------------------------------
                                   Name:
                                   Title:

                                   SUBSIDIARY GUARANTORS:

                                   Parker Drilling Company of Oklahoma,
                                      Incorporated
                                   Parker Drilling Company Limited (Nevada)
                                   Choctaw International Rig Corp.
                                   Parker Drilling Company of New Guinea, Inc.
                                   Parker Drilling Company North America, Inc.
                                   Parker-VSE, Inc.  (formerly Vance Systems
                                      Engineering, Inc.)
                                   DGH, Inc.
                                   Parker Drilling Company International Limited
                                   Parker USA Drilling Company
                                      (formerly Parcan Limited)
                                   Parker Technology, Inc.

                                   Parker Drilling Offshore Corporation
                                      (formerly Hercules Offshore Corporation)
                                   Parker Drilling Offshore International, Inc.
                                   Anachoreta, Inc.
                                   Pardril, Inc.
                                   Parker Aviation, Inc.
                                   Parker Drilling (Kazakhstan), Ltd.
                                   Parker Drilling Company of Niger
                                   Parker North America Operations, Inc.
                                   Selective Drilling Corporation
                                   Universal Rig Service Corp.
                                   Creek International Rig Corp.

                                   By: /s/ David W. Tucker
                                      -----------------------------------------
                                   Name: David W. Tucker
                                   Its:  Vice President & Treasurer

                                   Parker Technology, L.L.C.

                                   By: /s/ David W. Tucker
                                      -----------------------------------------



                                   Name: David W. Tucker
                                   Its:  Vice President & Manager

                                   Parker Drilling Offshore USA, L.L.C.
                                   (formerly Mallard Bay Drilling, L.L.C.)

                                   By: /s/ David W. Tucker
                                      -----------------------------------------
                                   Name: David W. Tucker
                                   Its:  Treasurer & Manager

                                   Parker Drilling Management Services, Inc.

                                   By: /s/ David W. Tucker
                                      -----------------------------------------
                                   Name: David W. Tucker
                                   Its:  President

                                   Parker Tools, LLC

                                   By: /s/ Tom Junk
                                      -----------------------------------------
                                   Name: Tom Junk
                                   Its:  President and Manager

                                   Quail USA, LLC

                                   By: /s/ W. Kirk Brassfield
                                      -----------------------------------------
                                   Name: W. Kirk Brassfield
                                   Its:  President and Manager

                                   Parker USA Resources, LLC

                                   By: /s/ Tom Junk
                                      -----------------------------------------
                                   Name:  Tom Junk
                                   Its:   President and Manager

                                   PD Management Resources, L.P.

                                   By: /s/ David W. Tucker
                                      -----------------------------------------
                                   Name:  David W. Tucker
                                   Title: President of its General Partner,
                                          Parker Drilling
                                          Management Services, Inc.

                                   Parker Offshore Resources, L.P.

                                   By: /s/ David W. Tucker
                                      -----------------------------------------
                                   Name:  David W. Tucker
                                   Title: President of its General Partner,
                                          Parker Drilling
                                          Management Services, Inc.

                                   Quail Tools, L.P.

                                   By: /s/ W. Kirk Brassfield
                                      -----------------------------------------
                                   Name:  W. Kirk Brassfield
                                   Title: President of its General Partner,
                                          Quail USA, LLC



                                   NEW GUARANTORS:

                                   Canadian Rig Leasing, Inc.
                                   Indocorp of Oklahoma, Inc
                                   Parker Drilling Company Eastern Hemisphere,
                                     Ltd.
                                   Parker Drilling Company International, Inc.
                                   Parker Drilling Company of Argentina, Inc.
                                   Parker Drilling Company of Singapore, Ltd.
                                   Parker Drilling Company of South America,
                                     Inc.

                                   By: /s/ David W. Tucker
                                      -----------------------------------------
                                   Name:  David W. Tucker
                                   Its:   Vice President

                                   Parker Drilling Company of Mexico, LLC

                                   By: /s/ Steve Pittillo
                                      -----------------------------------------
                                   Name:
                                   Its:

                                                                     Exhibit "A"

                              SUBSIDIARY GUARANTEE

         This Subsidiary Guarantee is hereby executed as of the ___ day of
_________, 2003, by the each of the undersigned Restricted Subsidiaries. Terms
not defined herein shall have the meanings as set forth in the 2002 Indenture
(as described below).

                                    RECITALS:

WHEREAS, pursuant to Section 10.02(a) of the Indenture dated May 2, 2002, (as
previously and heretofore amended, the "2002 Indenture") by and among Parker
Drilling Company (the "Company"), the Restricted Subsidiaries which are already
Subsidiary Guarantors, and JPMorgan Chase Bank, as Trustee, pursuant to which
the Company has issued its 10 1/8% Senior Notes due 2009 (the "Notes"), it is a
requirement that each of the undersigned Restricted Subsidiaries execute a
supplemental indenture agreeing to be bound by the terms of the 2002 Indenture
and to execute a Subsidiary Guarantee in accordance with the terms of the 2002
Indenture; and

WHEREAS, each of the undersigned Restricted Subsidiaries has executed the Third
Supplemental Indenture to the 2002 Indenture pursuant to which it agrees to be a
Subsidiary Guarantor thereof and to execute a Subsidiary Guarantee;

NOW, THEREFORE:

Each of the undersigned Restricted Subsidiaries jointly and severally and
unconditionally guarantees, on a senior basis (each such guarantee being a
"Subsidiary Guarantee"), to each Holder of a Note authenticated and delivered by
the Trustee irrespective of the validity or enforceability of the 2002
Indenture, the Notes or the obligations of the Company under the 2002 Indenture
or the Notes, that: (i) the principal of, premium, if any, and interest on the
Notes of every series issued thereunder shall be paid in full when due, whether
at the maturity or interest payment or mandatory redemption date, by
acceleration, call for redemption or otherwise, and interest on the overdue
principal and interest, if any, of the Notes and all other obligations of the
Company to the Holders or the Trustee under the 2002 Indenture or the Notes
shall be promptly paid in full or performed, all in accordance with the terms of
the 2002 Indenture and the Notes; and (ii) in case of any extension of time of
payment or renewal of any Notes or any of such other obligations, they shall be
paid in full when due or performed in accordance with the terms of the extension
or renewal, whether at maturity, by acceleration or otherwise. Failing payment
when due of any amount so guaranteed for whatever reason, each Subsidiary



Guarantor shall be obligated to pay the same whether or not such failure to pay
has become an Event of Default that could cause acceleration pursuant to Section
6.02 of the 2002 Indenture. Each Subsidiary Guarantor agrees that this is a
guarantee of payment, not a guarantee of collection. Capitalized terms used
herein have the meanings assigned to them in the 2002 Indenture unless otherwise
indicated, and the obligations of the Subsidiary Guarantors pursuant to the
Subsidiary Guarantees are subject to the terms of the 2002 Indenture, to which
reference is hereby made for the precise terms thereof. The obligations of each
Subsidiary Guarantor to the Holders of Notes and to the Trustee pursuant to this
Subsidiary Guarantee and the 2002 Indenture are expressly set forth, and are
senior unsecured obligations of each such Subsidiary Guarantor to the extent and
in the manner provided, in Article 10 of the 2002 Indenture, and may be released
or limited under certain circumstances. Reference is hereby made to such 2002
Indenture for the precise terms of the Subsidiary Guarantee therein made.

                              Canadian Rig Leasing, Inc.
                              Indocorp of Oklahoma, Inc
                              Parker Drilling Company Eastern Hemisphere, Ltd.
                              Parker Drilling Company International, Inc.
                              Parker Drilling Company of Argentina, Inc.

                              Parker Drilling Company of Singapore, Ltd.
                              Parker Drilling Company of South America, Inc.

                              By: /s/ David W. Tucker
                                 ----------------------------------------------
                              Name: David W. Tucker
                              Its:  Vice President

                              Parker Drilling Company of Mexico, LLC

                              By: /s/ Steve Pittillo
                                 ----------------------------------------------
                              Name:
                              Its:



                                                                     EXHIBIT 4.2

              ----------------------------------------------------

                             PARKER DRILLING COMPANY
                            and Subsidiary Guarantors

                          10 1/8% SENIOR NOTES DUE 2009

                              ---------------------

                          FOURTH SUPPLEMENTAL INDENTURE

                          Dated as of October 10, 2003

               Supplementing the Indenture dated as of May 2, 2002

                              ---------------------

                              JPMORGAN CHASE BANK,
                                   as Trustee

              ----------------------------------------------------

                          FOURTH SUPPLEMENTAL INDENTURE

         This Fourth Supplemental Indenture (the "Fourth Supplemental
Indenture"), dated and effective as of October 10, 2003, is made and entered
into by and among Parker Drilling Company, a Delaware corporation (the
"Company"), the Restricted Subsidiaries executing as Subsidiary Guarantors (the
"Subsidiary Guarantors") and JPMorgan Chase Bank, a New York banking
organization, as Trustee (the "Trustee").

              RECITALS OF THE COMPANY AND THE SUBSIDIARY GUARANTORS

            WHEREAS, the Company, the Subsidiary Guarantors and the Trustee have
executed and delivered an Indenture dated as of May 2, 2002, by and among the
Company, the Subsidiary Guarantors and the Trustee (as amended by the First
Supplemental Indenture, the Second Supplemental Indenture and the Third
Supplemental Indenture, the "2002 Indenture") for the benefit of one another and
for the ratable benefit of the Holders of the 10 1/8% Senior Notes due 2009,
(the "Notes") and pursuant to which the Subsidiary Guarantors have agreed,
jointly and severally, to unconditionally guarantee the due and punctual payment
of the principal of, premium, if any, and interest on the Notes and all other
amounts due and payable under the 2002 Indenture and the Notes by the Company
("Indenture Obligations");

         WHEREAS, Section 9.02 of the 2002 Indenture further provides that the
Trustee, the Company and the Subsidiary Guarantors may amend certain provisions
of the 2002 Indenture with the consent of Holders of at least a majority in
aggregate principal amount of the Notes then outstanding; and

         WHEREAS, pursuant to the Company's Consent Solicitation Statement,
dated September 24, 2003, the Company has solicited consents from the Holders to
the amendment contained in this Fourth Supplemental Indenture, and the Company
has received valid and unrevoked consents thereto from Holders of at least a
majority in aggregate principal amount of the Notes outstanding as of the record
date fixed by the Company for such purpose, which was September 19, 2003; and

         WHEREAS, the execution and delivery of this Fourth Supplemental
Indenture has been duly authorized by resolution of the board of directors of
the Company and the Subsidiary Guarantors; and

         WHEREAS, all conditions and requirements necessary to make this Fourth
Supplemental Indenture valid and binding upon the Company and the Subsidiary
Guarantors have been performed and fulfilled;



         NOW, THEREFORE, in consideration of the above premises, each of the
parties hereto agrees, for the benefit of the others and for the equal and
proportionate benefit of the Holders of the Notes, as follows:

         SECTION 1. Certain Terms Defined in the 2002 Indenture. All capitalized
terms used and not otherwise defined herein shall have the meanings ascribed to
them in the 2002 Indenture.

         SECTION 2. Amendment to Section 4.07. Clause (w) of the second full
paragraph of Section 4.07 shall be deleted in its entirety and replaced with the
following:

                  "(w) any purchase, redemption or other acquisition or
                  retirement, in each case at a price equal to or less than
                  100.786% of the principal amount of the Company's 5 1/2%
                  Convertible Subordinated Notes due 2004, plus accrued and
                  unpaid interest thereon, of up to $75 million in aggregate
                  principal amount of the Company's 5 1/2% Convertible
                  Subordinated Notes due 2004, prior to their stated maturity;"

         SECTION 3. Effectiveness; Construction.

                  Section 3.1 Effectiveness. This Fourth Supplemental Indenture
         shall become effective upon:

                  (a)      the execution and delivery of this Fourth
                           Supplemental Indenture by the Company, the Subsidiary
                           Guarantors and the Trustee; and

                  (b)      the delivery by the Company to the Trustee of the
                           Opinion of Counsel and an Officers' Certificate as
                           required pursuant to Sections 11.04 and 11.05 of the
                           2002 Indenture and addressing the matters required
                           pursuant to such sections.

                  Section 3.2 Instruments To Be Read Together. All terms and
         conditions in this Fourth Supplemental Indenture shall form a part of
         the 2002 Indenture as fully and with the same effect as if all such
         terms and conditions had been set forth in the 2002 Indenture. The 2002
         Indenture is hereby ratified and confirmed and shall remain and
         continue in full force and effect in accordance with its terms, as
         supplemented by this Fourth Supplemental Indenture. The 2002 Indenture
         and all supplements thereto, including this Fourth Supplemental
         Indenture, shall be read, taken and construed together as one
         instrument.

         SECTION 4. Particular Representations and Covenants.

                           Section 4.1. Authority. The Company and the
                  Subsidiary Guarantors are duly authorized to execute and
                  deliver this Fourth Supplemental Indenture, and all corporate
                  action on their part required for the execution and delivery
                  of this Fourth Supplemental Indenture has been duly and
                  effectively taken.

                           Section 4.2. Correctness of Recitals. The Company and
                  the Subsidiary Guarantors represent and warrant that all
                  recitals and statements in this Fourth Supplemental Indenture
                  are true and correct.

         SECTION 5. Concerning the Trustee.

                           Section 5.1 Acceptance of Trusts. The Trustee accepts
                  the trusts hereunder and agrees to perform same, but only upon
                  the terms and conditions set forth in the 2002 Indenture.

                                      -2-

                           Section 5.2 Responsibility for Recitals. The recitals



                  and statements contained in this Fourth Supplemental Indenture
                  shall be taken as recitals and statements of the Company and
                  the Subsidiary Guarantors and the Trustee assumes no
                  responsibility for the correctness of same. The Trustee makes
                  no representations as to the validity or sufficiency of this
                  Fourth Supplemental Indenture, except that the Trustee is duly
                  authorized to execute and deliver it.

         SECTION 6. Miscellaneous Provisions.

                           Section 6.1 Counterparts. This Fourth Supplemental
                  Indenture may be executed in several counterparts, each of
                  which shall be deemed an original, but all of which together
                  shall constitute one instrument.

                           Section 6.2 Compliance with Trust Indenture Act. This
                  Fourth Supplemental Indenture shall be interpreted to comply
                  in every respect with the Trust Indenture Act of 1939, as
                  amended, (the "TIA"). If any provision of this Fourth
                  Supplemental Indenture limits, qualifies or conflicts with the
                  duties imposed by the TIA, the imposed duties shall control.

                           Section 6.3 Headings. The section headings herein are
                  for convenience only and shall not affect the construction
                  hereof.

                           Section 6.4 Binding Effect. All covenants and
                  agreements in this Fourth Supplemental Indenture by the
                  Company or by any of the Subsidiary Guarantors shall bind
                  their successors and assigns, whether so expressed or not.

                           Section 6.5 Governing Law. The internal laws of the
                  State of New York shall govern and be used to construe this
                  Fourth Supplemental Indenture.

                           Section 6.6 Continuation of 2002 Indenture. Except as
                  amended by this Fourth Supplemental Indenture, the terms and
                  conditions of the 2002 Indenture shall remain in full force
                  and effect.

                           Section 6.7 References to Indenture. From and after
                  the date of this Fourth Supplemental Indenture, all references
                  in the 2002 Indenture to "this Indenture", "hereof", "herein"
                  or similar terms and all references to the 2002 Indenture in
                  the Notes and other documents executed and delivered in
                  connection with the 2002 Indenture shall mean and refer to the
                  2002 Indenture, as amended by this Fourth Supplemental
                  Indenture.
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         IN WITNESS WHEREOF, the parties hereto have caused this Fourth
Supplemental Indenture to be duly executed, all as of the date first above
written.

                                        PARKER DRILLING COMPANY

                                        By: /s/ Robert L. Parker Jr.
                                           ------------------------------------
                                        Name:  Robert L. Parker Jr.
                                        Title: President and
                                               Chief Executive Officer

                                        JPMORGAN CHASE BANK, as Trustee

                                        By: /s/ Rebecca Newman
                                           ------------------------------------
                                        Name:
                                        Title:



                                      -4-

                              SUBSIDIARY GUARANTORS:

                              Parker Drilling Company of Oklahoma, Incorporated
                              Parker Drilling Company Limited (Nevada)
                              Choctaw International Rig Corp.
                              Parker Drilling Company of New Guinea, Inc.
                              Parker Drilling Company North America, Inc.
                              Parker-VSE, Inc.  (formerly Vance Systems
                                 Engineering, Inc.)
                              DGH, Inc.
                              Parker Drilling Company International Limited
                              Parker USA Drilling Company (formerly Parcan
                                 Limited)
                              Parker Technology, Inc.
                              Parker Drilling Offshore Corporation (formerly
                                 Hercules Offshore Corporation)
                              Parker Drilling Offshore International, Inc.
                              Anachoreta, Inc.
                              Pardril, Inc.
                              Parker Aviation, Inc.
                              Parker Drilling (Kazakhstan), Ltd.
                              Parker Drilling Company of Niger
                              Parker North America Operations, Inc.
                              Selective Drilling Corporation
                              Universal Rig Service Corp.
                              Creek International Rig Corp.

                              By: /s/ David W. Tucker
                                 ----------------------------------------------
                              Name: David W. Tucker
                              Its:  Vice President & Treasurer

                              Parker Technology, L.L.C.

                              By: /s/ David W. Tucker
                                 ----------------------------------------------
                              Name: David W. Tucker
                              Its:  Vice President & Manager

                              Parker Drilling Offshore USA, L.L.C.
                              (formerly Mallard Bay Drilling, L.L.C.)

                              By: /s/ David W. Tucker
                                 ----------------------------------------------
                              Name: David W. Tucker
                              Its:  Treasurer & Manager
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                              Parker Drilling Management Services, Inc.

                              By: /s/ David W. Tucker
                                 ----------------------------------------------
                              Name: David W. Tucker
                              Its:  President

                              Parker Tools, LLC

                              By: /s/ Tom Junk
                                 ----------------------------------------------
                              Name: Tom Junk



                              Its:  President and Manager

                              Quail USA, LLC

                              By: /s/ W. Kirk Brassfield
                                 ----------------------------------------------
                              Name: W. Kirk Brassfield
                              Its:  President and Manager

                              Parker USA Resources, LLC

                              By: /s/ Tom Junk
                                 ----------------------------------------------
                              Name: Tom Junk
                              Its:  President and Manager

                              PD Management Resources, L.P.

                              By: /s/ David W. Tucker
                                 ----------------------------------------------
                              Name:  David W. Tucker
                              Title: President of its General Partner,
                                     Parker Drilling Management
                                     Services, Inc.

                              Parker Offshore Resources, L.P.

                              By: /s/ David W. Tucker
                                 ----------------------------------------------
                              Name:  David W. Tucker
                              Title: President of its General Partner,
                                     Parker Drilling Management
                                     Services, Inc.
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                              Quail Tools, L.P.

                              By: /s/ W. Kirk Brassfield
                                 ----------------------------------------------
                              Name:  W. Kirk Brassfield
                              Title: President of its General Partner, Quail
                                     USA, LLC

                              Canadian Rig Leasing, Inc.
                              Indocorp of Oklahoma, Inc
                              Parker Drilling Company Eastern Hemisphere, Ltd.
                              Parker Drilling Company International, Inc.
                              Parker Drilling Company of Argentina, Inc.
                              Parker Drilling Company of Bolivia, Inc.
                              Parker Drilling Company of Singapore, Ltd.
                              Parker Drilling Company of South America, Inc.

                              By: /s/ David W. Tucker
                                 ----------------------------------------------
                              Name:  David W. Tucker
                              Its:   Vice President

                              Parker Drilling Company of Mexico, LLC

                              By: /s/ Bruce J. Konus
                                 ----------------------------------------------



                              Name: Bruce J. Konus
                              Its:  Vice President

                                      -7-



                                                                     EXHIBIT 4.3

                          SIXTH SUPPLEMENTAL INDENTURE

         SIXTH SUPPLEMENTAL INDENTURE (the "Sixth Supplemental Indenture"),
dated and effective as of October 1, 2003, is made and entered into by and
among Parker Drilling Company, a Delaware corporation (the "Company"), the
Restricted Subsidiaries executing as Subsidiary Guarantors (the "Subsidiary
Guarantors"), Canadian Rig Leasing, Inc., an Oklahoma corporation ("Canadian"),
Indocorp of Oklahoma, Inc., an Oklahoma corporation ("Indocorp"), Parker
Drilling Company Eastern Hemisphere, Ltd., an Oklahoma corporation ("PDCEH"),
Parker Drilling Company International, Inc., a Delaware corporation ("PDCII"),
Parker Drilling Company of Argentina, Inc., a Nevada corporation ("PDCA"),
Parker Drilling Company of Singapore, Ltd., an Oklahoma corporation ("PDCS"),
Parker Drilling Company of South America, Inc., an Oklahoma corporation
("PDCSA") and Parker Drilling Company of Mexico, LLC, a Nevada limited liability
company ("PDCM"), (Canadian, Indocorp, PDCEH, PDCA, PDCS, PDCSA and PDCM shall
collectively be referred to herein as the "New Guarantors"), and JPMorgan Chase
Bank, a New York banking organization, as Trustee (the "Trustee").

               RECITALS OF THE COMPANY, THE SUBSIDIARY GUARANTORS
                             AND THE NEW GUARANTORS

         WHEREAS, the Company, the Subsidiary Guarantors and the Trustee have
executed and delivered an Indenture dated as of March 11, 1998, by and among the
Company, the Subsidiary Guarantors and the Trustee (as amended by the First
Supplemental Indenture, the Second Supplemental Indenture, the Third
Supplemental Indenture, the Fourth Supplemental Indenture, and the Fifth
Supplemental Indenture, the "1998 Indenture") for the benefit of one another and
for the ratable benefit of the Holders of the 9 3/4% Senior Notes due 2006, (the
"Notes") and pursuant to which the Subsidiary Guarantors have agreed, jointly
and severally, to unconditionally guarantee the due and punctual payment of the
principal of, premium, if any, and interest on the Notes and all other amounts
due and payable under the 1998 Indenture and the Notes by the Company
("Indenture Obligations");

         WHEREAS, Section 9.01(a)(vi) of the 1998 Indenture provides that under
certain conditions the Company, the Subsidiary Guarantors and the Trustee may,
without the consent of any Holder of a Note, amend or supplement the 1998
Indenture to add any Restricted Subsidiary as an additional Subsidiary Guarantor
as provided in Section 10.02 of the 1998 Indenture;

         WHEREAS, pursuant to Section 10.02 of the 1998 Indenture, the New
Guarantors are required to be added as guarantors of the Indenture Obligations;

         WHEREAS, Section 10.02 of the 1998 Indenture requires (i) the execution
by the New Guarantors of this Sixth Supplemental Indenture whereby said New
Guarantors agree to be bound by the terms of the 1998 Indenture as applicable to
a Subsidiary Guarantor and (ii) the execution by the New Guarantors of a
Subsidiary Guarantee in the form prescribed by the 1998 Indenture;

         WHEREAS, the execution and delivery of this Sixth Supplemental
Indenture has been duly authorized by resolution of the board of directors of
the Company and the Subsidiary Guarantors and the board of directors of each of
the New Guarantors has authorized this Sixth Supplemental Indenture and the
execution of a Subsidiary Guarantee; and

         WHEREAS, all conditions and requirements necessary to make this Sixth
Supplemental Indenture valid and binding upon the Company, the Subsidiary
Guarantors and the New Guarantors and enforceable against the New Guarantors in
accordance with its terms, have been performed and fulfilled;

         NOW, THEREFORE, in consideration of the above premises, each of the
parties hereto agrees, for the benefit of the others and for the equal and
proportionate benefit of the Holders of the Notes, as follows:

         SECTION 1. Certain Terms Defined in the 1998 Indenture. All capitalized
terms used and not otherwise defined herein shall have the meanings ascribed to
them in the 1998 Indenture.



         SECTION 2. Additional Guarantors; Subsidiary Guarantee.

                  Section 2.1. The New Guarantors, by execution and delivery of
         this Sixth Supplemental Indenture, hereby agree to be bound by the
         terms of the 1998 Indenture as a Subsidiary Guarantor.

                  Section 2.2 Attached hereto as Exhibit A is a Subsidiary
         Guarantee of the New Guarantors in the form prescribed by the 1998
         Indenture, by which each New Guarantor agrees to guarantee the
         obligations of the Company in accordance with the terms of the
         Subsidiary Guarantee.

         SECTION 3. Effectiveness. This Sixth Supplemental Indenture shall
become effective upon:

                  (a)      the execution and delivery of this Sixth Supplemental
                           Indenture by the Company, the Subsidiary Guarantors,
                           the New Guarantors and the Trustee; and

                  (b)      the delivery by the Company to the Trustee of the
                           Opinion of Counsel and an Officers' Certificate as
                           required pursuant to Sections 11.04 and 11.05 of the
                           1998 Indenture and addressing the matters required
                           pursuant to such sections.

         SECTION 4. Particular Representations and Covenants.

                           Section 4.1. Authority. The Company, the Subsidiary
                  Guarantors and the New Guarantors are duly authorized to
                  execute and deliver this Sixth Supplemental Indenture, and all
                  corporate action on their part required for the execution and
                  delivery of this Sixth Supplemental Indenture has been duly
                  and effectively taken.

                           Section 4.2. Correctness of Recitals. The Company and
                  the Subsidiary Guarantors and the New Guarantors represent and
                  warrant that all recitals and statements in this Sixth
                  Supplemental Indenture are true and correct.

         SECTION 5. Concerning the Trustee.

                           Section 5.1 Acceptance of Trusts. The Trustee accepts
                  the trusts hereunder and agrees to perform same, but only upon
                  the terms and conditions set forth in the Indenture.

                           Section 5.2 Responsibility for Recitals. The recitals
                  and statements contained in this Sixth Supplemental Indenture
                  shall be taken as recitals and statements of the Company, the
                  Subsidiary Guarantors and the New Guarantors and the Trustee
                  assumes no responsibility for the correctness of same. The
                  Trustee makes no representations as to the validity or
                  sufficiency of this Sixth Supplemental Indenture, except that
                  the Trustee is duly authorized to execute and deliver it.

         SECTION 6. Miscellaneous Provisions.

                           Section 6.1 Counterparts. This Sixth Supplemental
                  Indenture may be executed in several counterparts, each of
                  which shall be deemed an original, but all of which together
                  shall constitute one instrument.

                           Section 6.2 Compliance with Trust Indenture Act. This
                  Sixth Supplemental Indenture shall be interpreted to comply in
                  every respect with the Trust Indenture Act of 1939, as
                  amended, (the "TIA"). If any provision of this Sixth
                  Supplemental Indenture limits, qualifies or conflicts with the
                  duties imposed by the TIA, the imposed duties shall control.

                           Section 6.3 Headings. The section headings herein are
                  for convenience only and shall not affect the construction



                  hereof.

                           Section 6.4 Binding Effect. All covenants and
                  agreements in this Sixth Supplemental Indenture by the Company
                  or by any of the Subsidiary Guarantors shall bind their
                  successors and assigns, whether so expressed or not.

                           Section 6.5 Governing Law. The internal laws of the
                  State of New York shall govern and be used to construe this
                  Sixth Supplemental Indenture.

                           Section 6.6 Continuation of 1998 Indenture. Except as
                  amended by this Sixth Supplemental Indenture, the terms and
                  conditions of the 1998 Indenture shall remain in full force
                  and effect.

         IN WITNESS WHEREOF, the parties hereto have caused this Sixth
Supplemental Indenture to be duly executed, all as of the date first above
written.

                              PARKER DRILLING COMPANY

                              By: /s/ James W. Whalen
                                 ----------------------------------------------
                              Name:  James W. Whalen
                              Title: Sr. Vice President-Finance and
                                     Chief Financial Officer

                              JPMORGAN CHASE BANK, as Trustee

                              By: /s/ Rebecca Newman
                                 ----------------------------------------------
                              Name:
                              Title:

                              SUBSIDIARY GUARANTORS:

                              Parker Drilling Company of Oklahoma, Incorporated
                              Parker Drilling Company Limited (Nevada)
                              Choctaw International Rig Corp.
                              Parker Drilling Company of New Guinea, Inc.
                              Parker Drilling Company North America, Inc.
                              Parker-VSE, Inc.  (formerly Vance Systems
                                 Engineering, Inc.)
                              DGH, Inc.
                              Parker Drilling Company International Limited
                              Parker USA Drilling Company (formerly Parcan
                                 Limited)

                              Parker Technology, Inc.
                              Parker Drilling Offshore Corporation (formerly
                                 Hercules Offshore Corporation)
                              Parker Drilling Offshore International, Inc.
                              Anachoreta, Inc.
                              Pardril, Inc.
                              Parker Aviation, Inc.
                              Parker Drilling (Kazakhstan), Ltd.
                              Parker Drilling Company of Niger
                              Parker North America Operations, Inc.
                              Selective Drilling Corporation
                              Universal Rig Service Corp.
                              Creek International Rig Corp.

                              By: /s/ David W. Tucker
                                 ----------------------------------------------
                              Name:  David W. Tucker
                              Its:   Vice President & Treasurer



                              Parker Technology, L.L.C.

                              By: /s/ David W. Tucker
                                 ----------------------------------------------
                              Name:  David W. Tucker
                              Its:   Vice President & Manager

                              Parker Drilling Offshore USA, L.L.C.
                              (formerly Mallard Bay Drilling, L.L.C.)

                              By: /s/ David W. Tucker
                                 ----------------------------------------------
                              Name:  David W. Tucker
                              Its:   Treasurer & Manager

                              Parker Drilling Management Services, Inc.

                              By: /s/ David W. Tucker
                                 ----------------------------------------------
                              Name:  David W. Tucker
                              Its:   President

                              Parker Tools, LLC

                              By: /s/ Tom Junk
                                 ----------------------------------------------
                              Name:  Tom Junk
                              Its:   President and Manager

                              Quail USA, LLC

                              By: /s/ W. Kirk Brassfield
                                 ----------------------------------------------
                              Name:  W. Kirk Brassfield
                              Its:   President and Manager

                              Parker USA Resources, LLC

                              By: /s/ Tom Junk
                                 ----------------------------------------------
                              Name:   Tom Junk
                              Its:   President and Manager

                              PD Management Resources, L.P.

                              By: /s/ David W. Tucker
                                 ----------------------------------------------
                              Name:   David W. Tucker
                              Title:  President of its General Partner,
                                      Parker Drilling Management Services, Inc.

                              Parker Offshore Resources, L.P.

                              By: /s/ David W. Tucker
                                 ----------------------------------------------
                              Name:   David W. Tucker
                              Title:  President of its General Partner,
                                      Parker Drilling Management Services, Inc.

                              Quail Tools, L.P.



                              By: /s/ W. Kirk Brassfield
                                 ----------------------------------------------
                              Name:   W. Kirk Brassfield
                              Title:  President of its General Partner, Quail
                                      USA, LLC

                              NEW GUARANTORS:

                              Canadian Rig Leasing, Inc.
                              Indocorp of Oklahoma, Inc
                              Parker Drilling Company Eastern Hemisphere, Ltd.
                              Parker Drilling Company International, Inc.
                              Parker Drilling Company of Argentina, Inc.
                              Parker Drilling Company of Singapore, Ltd.
                              Parker Drilling Company of South America, Inc.

                              By: /s/ David W. Tucker
                                 ----------------------------------------------
                              Name:   David W. Tucker
                              Its:    Vice President

                              Parker Drilling Company of Mexico, LLC

                              By: /s/ Steve Pittillo
                                 ----------------------------------------------
                              Name:   Steve Pittillo
                              Its:    President

                                                                     Exhibit "A"

                              SUBSIDIARY GUARANTEE

         This Subsidiary Guarantee is hereby executed as of the ___ day of
_________, 2003, by the each of the undersigned Restricted Subsidiaries. Terms
not defined herein shall have the meanings as set forth in the 1998 Indenture
(as described below).

                                    RECITALS:

WHEREAS, pursuant to Section 10.02(a) of the Indenture dated March 11, 1998, (as
previously and heretofore amended, the "1998 Indenture") by and among Parker
Drilling Company (the "Company"), the Restricted Subsidiaries which are already
Subsidiary Guarantors, and JPMorgan Chase Bank, as Trustee, pursuant to which
the Company has issued its 9 3/4% Senior Notes due 2006 (the "Notes"), it is a
requirement that each of the undersigned Restricted Subsidiaries execute a
supplemental indenture agreeing to be bound by the terms of the 1998 Indenture
and to execute a Subsidiary Guarantee in accordance with the terms of the 1998
Indenture; and

WHEREAS, each of the undersigned Restricted Subsidiaries has executed the Sixth
Supplemental Indenture to the 1998 Indenture pursuant to which it agrees to be a
Subsidiary Guarantor thereof and to execute a Subsidiary Guarantee;

NOW, THEREFORE:

Each of the undersigned Restricted Subsidiaries jointly and severally and
unconditionally guarantees, on a senior basis (each such guarantee being a
"Subsidiary Guarantee"), to each Holder of a Note authenticated and delivered by
the Trustee irrespective of the validity or enforceability of the 1998
Indenture, the Notes or the obligations of the Company under the 1998 Indenture
or the Notes, that: (i) the principal of, premium, if any, and interest on the
Notes of every series issued thereunder shall be paid in full when due, whether
at the maturity or interest payment or mandatory redemption date, by
acceleration, call for redemption or otherwise, and interest on the overdue
principal and interest, if any, of the Notes and all other obligations of the
Company to the Holders or the Trustee under the 1998 Indenture or the Notes



shall be promptly paid in full or performed, all in accordance with the terms of
the 1998 Indenture and the Notes; and (ii) in case of any extension of time of
payment or renewal of any Notes or any of such other obligations, they shall be
paid in full when due or performed in accordance with the terms of the extension
or renewal, whether at maturity, by acceleration or otherwise. Failing payment
when due of any amount so guaranteed for whatever reason, each Subsidiary
Guarantor shall be obligated to pay the same whether or not such failure to pay
has become an Event of Default that could cause acceleration pursuant to Section
6.02 of the 1998 Indenture. Each Subsidiary Guarantor agrees that this is a
guarantee of payment, not a guarantee of collection. Capitalized terms used
herein have the meanings assigned to them in the 1998 Indenture unless otherwise
indicated, and the obligations of the Subsidiary Guarantors pursuant to the
Subsidiary Guarantees are subject to the terms of the 1998 Indenture, to which
reference is hereby made for the precise terms thereof. The obligations of each
Subsidiary Guarantor to the Holders of Notes and to the Trustee pursuant to this
Subsidiary Guarantee and the 1998 Indenture are expressly set forth, and are
senior unsecured obligations of each such Subsidiary Guarantor to the extent and
in the manner provided, in Article 10 of the 1998 Indenture, and may be released
or limited under certain circumstances. Reference is hereby made to such 1998
Indenture for the precise terms of the Subsidiary Guarantee therein made.

                              Canadian Rig Leasing, Inc.
                              Indocorp of Oklahoma, Inc
                              Parker Drilling Company Eastern Hemisphere, Ltd.
                              Parker Drilling Company International, Inc.

                              Parker Drilling Company of Argentina, Inc.
                              Parker Drilling Company of Singapore, Ltd.
                              Parker Drilling Company of South America, Inc.

                              By: /s/ David W. Tucker
                                  ---------------------------------------------
                              Name:   David W. Tucker
                              Its:    Vice President

                              Parker Drilling Company of Mexico, LLC

                              By: /s/ Steve Pittillo
                                 ----------------------------------------------
                              Name:   Steve Pittillo
                              Its:    President



                                                                     EXHIBIT 4.4

- --------------------------------------------------------------------------------

                             PARKER DRILLING COMPANY
                            and Subsidiary Guarantors

                          9 3/4% SENIOR NOTES DUE 2006

                                   ----------

                         SEVENTH SUPPLEMENTAL INDENTURE

                          Dated as of October 10, 2003

             Supplementing the Indenture dated as of March 11, 1998

                                   ----------

                              JPMORGAN CHASE BANK,
                                   as Trustee

- --------------------------------------------------------------------------------

                         SEVENTH SUPPLEMENTAL INDENTURE

                  This Seventh Supplemental Indenture dated as of October 10,
2003 (the "Seventh Supplemental Indenture") is made and entered into by and
among Parker Drilling Company, a Delaware corporation (the "Company"), the
Restricted Subsidiaries executing as Subsidiary Guarantors (the "Subsidiary
Guarantors") and JPMorgan Chase Bank, a New York banking organization, as
Trustee (the "Trustee").

             RECITALS OF THE COMPANY AND THE SUBSIDIARY GUARANTORS:

                  WHEREAS, the Company, the Subsidiary Guarantors and the
Trustee are parties to that certain Indenture dated as of March 11, 1998 (as
supplemented, the "Indenture") for the benefit of one another and for the
ratable benefit of the Holders of the 9 3/4% Senior Notes due 2006, Series D
(the "Notes"); and

                  WHEREAS, the Company has offered to purchase for cash any and
all of the outstanding Notes upon the terms and subject to the conditions set
forth in the Company's Offer to Purchase and Consent Solicitation Statement
dated September 24, 2003 (the "Offer to Purchase"); and

                  WHEREAS, in accordance with Section 9.02 of the Indenture, the
Trustee, the Company and the Subsidiary Guarantors may waive, amend or
supplement certain provisions of the Indenture with the consent of the Holders
of at least a majority of the aggregate principal amount of the Notes then
outstanding, including consents obtained in connection with a purchase of, or
tender offer for, the Notes; and

                  WHEREAS, Section 9.02 of the Indenture further provides that
the Trustee, the Company and the Subsidiary Guarantors may waive, amend or
supplement certain other provisions of the Indenture with the consent of Holders
of at least 66 2/3% of the aggregate principal amount of the Notes then
outstanding, including consents obtained in connection with a purchase of, or
tender offer for, the Notes; and

                  WHEREAS, concurrently with and as a condition to the Holders
participating in the Offer to Purchase, the Company has solicited consents from
the Holders to the amendments contained in this Seventh Supplemental Indenture,
and the Company has received consents thereto from Holders of at least 66 2/3%
of the aggregate principal amount of the Notes outstanding as of the date
hereof; and

                  WHEREAS, all conditions and requirements necessary to make
this Seventh Supplemental Indenture valid and binding upon the Company and the



Subsidiary Guarantors, and enforceable against the Company and the Subsidiary
Guarantors in accordance with its terms, have been performed and fulfilled;

                  NOW, THEREFORE, in consideration of the above premises, the
parties hereto mutually covenant and agree for the equal and ratable benefit of
the respective Holders of the Notes, as follows:

                  SECTION 1. Certain Terms Defined in the Indenture. All
capitalized terms used and not otherwise defined herein shall have the meanings
ascribed to them in the Indenture.

SECTION 2. Amendment of Certain Definitions.

                           The definition of Subsidiary Guarantor is amended to
                           delete "or any other Restricted Subsidiary that
                           provides a guarantee under the Senior Credit
                           Facility" from (i) thereof.

SECTION 3. Amendment to Certain Covenants.

                  (a)      Sections 3.09, 4.03, 4.04, 4.05, 4.06, 4.07, 4.08,
                           4.09, 4.10, 4.11, 4.12, 4.13, 4.14, 4.15, 4.16, 5.01,
                           6.01(iii), 10.02 and 10.04 are deleted in their
                           entirety.

                  (b)      Section 5.02 is amended to delete "in accordance with
                           Section 5.01 hereof" and "that meets the requirements
                           of Section 5.01 hereof".

                  (c)      Section 10.05 is amended to delete "that any Net
                           Proceeds of such sale or other disposition are
                           applied in accordance with Section 4.10 hereof and
                           provided, further, however," therefrom.

SECTION 4. Effectiveness; Construction.

                  Section 4.1 Effectiveness. This Seventh Supplemental Indenture
         shall become effective upon:

                  (a)      the execution and delivery of this Seventh
                           Supplemental Indenture by the Company, the Subsidiary
                           Guarantors and the Trustee; and

                  (b)      the delivery by the Company to the Trustee of the
                           Opinion of Counsel and an Officers' Certificate as
                           required pursuant to Sections 11.04 and 11.05 of the
                           Indenture and addressing the matters required
                           pursuant to such sections.

                  Section 4.2 Operative Time. The amendments contained in this
         Seventh Supplemental Indenture shall become operative upon the purchase
         by the Company of at least 66 2/3% of the aggregate principal amount of
         the Notes outstanding on the date hereof pursuant to the Offer to
         Purchase. After this Seventh Supplemental Indenture becomes effective,
         the Company shall provide the notice required by Section 9.02 of the
         Indenture.

                  Section 4.3 Instruments To Be Read Together. All terms and
         conditions in this Seventh Supplemental Indenture shall form a part of
         the Indenture as fully and with the same effect as if all such terms
         and conditions had been set forth in the Indenture. The Indenture is
         hereby ratified and confirmed and shall remain and continue in full
         force and effect in accordance with its terms, as supplemented by this
         Seventh Supplemental Indenture. The Indenture and all supplements
         thereto, including this Seventh Supplemental Indenture shall be read,
         taken and construed together as one instrument.
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SECTION 5. Particular Representations and Covenants.

                  Section 5.1. Authority. The Company and the Subsidiary
         Guarantors are duly authorized by a resolution of its Board of
         Directors to execute and deliver this Seventh Supplemental Indenture,
         and all corporate action on its part required for the execution and
         delivery of this Seventh Supplemental Indenture has been duly and
         effectively taken.

                  Section 5.2. Correctness of Recitals. The Company and the
         Subsidiary Guarantors represent and warrant that all recitals and
         statements in this Seventh Supplemental Indenture are true and correct.

SECTION 6. Concerning the Trustee.

                  Section 6.1 Acceptance of Trusts. The Trustee accepts the
         trusts hereunder and agrees to perform same, but only upon the terms
         and conditions set forth in the Indenture.

                  Section 6.2 Responsibility for Recitals. The recitals and
         statements contained in this Seventh Supplemental Indenture shall be
         taken as recitals and statements of the Company and the Subsidiary
         Guarantors, and the Trustee assumes no responsibility for the
         correctness of same. The Trustee makes no representations as to the
         validity or sufficiency of this Seventh Supplemental Indenture, except
         that the Trustee is duly authorized to execute and deliver it.

SECTION 7. Miscellaneous Provisions.

                  Section 7.1 Counterparts. This Seventh Supplemental Indenture
         may be executed in several counterparts, each of which shall be deemed
         an original, but all of which together shall constitute one instrument.

                  Section 7.2 Compliance with Trust Indenture Act. This Seventh
         Supplemental Indenture shall be interpreted to comply in every respect
         with the Trust Indenture Act of 1939, as amended, (the "TIA"). If any
         provision of this Seventh Supplemental Indenture limits, qualifies or
         conflicts with the duties imposed by the TIA, the imposed duties shall
         control.

                  Section 7.3 Headings. The section headings herein are for
         convenience only and shall not affect the construction hereof.

                  Section 7.4 Binding Effect. All covenants and agreements in
         this Seventh Supplemental Indenture by the Company or by any of the
         Subsidiary Guarantors shall bind their successors and assigns, whether
         so expressed or not.

                  Section 7.5 Governing Law. The internal laws of the State of
         New York shall govern and be used to construe this Seventh Supplemental
         Indenture.

                  Section 7.6 Continuation of Indenture. Except as amended by
         this Seventh Supplemental Indenture, the terms and provisions of the
         Indenture shall remain in full force and effect.
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                  Section 7.7 References to Indenture. From and after the time
         that the amendments contained in this Seventh Supplemental Indenture
         become operative in accordance with Section 3.2 hereof, all references
         in the Indenture to "this Indenture", "hereof", "herein" or similar
         terms and all references to the Indenture in the Notes and other
         documents executed and delivered in connection with the Indenture shall
         mean and refer to the Indenture, as amended by this Seventh
         Supplemental Indenture.
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         IN WITNESS WHEREOF, the parties hereto have caused this Seventh
Supplemental Indenture to be duly executed, all as of the date first above
written.

                         PARKER DRILLING COMPANY

                         By: /s/ Robert L. Parker Jr.
                            ---------------------------------------------------
                         Name:   Robert L. Parker Jr.
                         Title:  President and
                                 Chief Executive Officer

                         JPMORGAN CHASE BANK, as Trustee

                         By: /s/ Rebecca Newman
                            ---------------------------------------------------
                         Name:
                         Title:

                         SUBSIDIARY GUARANTORS :

                         Parker Drilling Company of Oklahoma, Incorporated
                         Parker Drilling Company Limited (Nevada)
                         Choctaw International Rig Corp.
                         Parker Drilling Company of New Guinea, Inc.
                         Parker Drilling Company North America, Inc.
                         Parker-VSE, Inc. (formerly Vance Systems
                            Engineering, Inc.)
                         DGH, Inc.
                         Parker Drilling Company International Limited
                         Parker USA Drilling Company (formerly Parcan Limited)
                         Parker Technology, Inc.
                         Parker Drilling Offshore Corporation (formerly Hercules
                            Offshore Corporation)
                         Parker Drilling Offshore International, Inc.
                         Anachoreta, Inc.
                         Pardril, Inc.
                         Parker Aviation, Inc.
                         Parker Drilling (Kazakhstan), Ltd.
                         Parker Drilling Company of Niger

                                      -5-

                         Parker North America Operations, Inc.
                         Selective Drilling Corporation
                         Universal Rig Service Corp.
                         Creek International Rig Corp.

                         By: /s/ David W. Tucker
                            ---------------------------------------------------
                         Name:   David W. Tucker
                         Its:    Vice President & Treasurer

                         Parker Technology, L.L.C.

                         By: /s/ David W. Tucker
                            ---------------------------------------------------
                         Name:   David W. Tucker



                         Its:    Vice President & Manager

                         Parker Drilling Offshore USA, L.L.C. (formerly Mallard
                         Bay Drilling, L.L.C.)

                         By: /s/ David W. Tucker
                            ---------------------------------------------------
                         Name:   David W. Tucker
                         Its:    Treasurer & Manager

                         Parker Drilling Management Services, Inc.

                         By: /s/ David W. Tucker
                            ---------------------------------------------------
                         Name:   David W. Tucker
                         Its:    President

                         Parker Tools, LLC

                         By: /s/ Tom Junk
                            ---------------------------------------------------
                         Name: Tom Junk
                         Its:  President and Manager
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                         Quail USA, LLC

                         By: /s/ W. Kirk Brassfield
                            ---------------------------------------------------
                         Name: W. Kirk Brassfield
                         Its:  President and Manager

                         Parker USA Resources, LLC

                         By: /s/ Tom Junk
                            ---------------------------------------------------
                         Name: Tom Junk
                         Its:  President and Manager

                         PD Management Resources, L.P.
                         Parker Offshore Resources, L.P.

                         By: /s/ David W. Tucker
                            ---------------------------------------------------
                         Name:  David W. Tucker
                         Title: President of its General Partner, Parker
                                Drilling Management Services, Inc.

                         Quail Tools, L.P.

                         By: /s/ W. Kirk Brassfield
                            ---------------------------------------------------
                         Name:  W. Kirk Brassfield
                         Title: President of its General Partner, Quail USA,
                                LLC

                         Canadian Rig Leasing, Inc.
                         Indocorp of Oklahoma, Inc
                         Parker Drilling Company Eastern Hemisphere, Ltd.



                         Parker Drilling Company International, Inc.
                         Parker Drilling Company of Argentina, Inc.
                         Parker Drilling Company of Bolivia, Inc.
                         Parker Drilling Company of Singapore, Ltd.
                         Parker Drilling Company of South America, Inc.
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                         By: /s/ David W. Tucker
                            ---------------------------------------------------
                         Name: David W. Tucker
                         Its:  Vice President

                         Parker Drilling Company of Mexico, LLC

                         By: /s/ Bruce J. Konus
                            ---------------------------------------------------
                         Name: Bruce J. Konus
                         Its:  Vice President
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                  CREDIT AGREEMENT, dated as of October 10, 2003, among PARKER
DRILLING COMPANY, a Delaware corporation (the "Borrower"), the several banks and
other financial institutions or entities from time to time parties to this
Agreement (the "Lenders"), LEHMAN BROTHERS INC. and DEUTSCHE BANK SECURITIES
INC., as joint advisors, joint lead arrangers and joint bookrunners (in their
capacities as such, the "Arrangers"), DEUTSCHE BANK SECURITIES INC., as
syndication agent (in such capacity, the "Syndication Agent"), BANK OF AMERICA,
N.A., as documentation agent (in such capacity, the "Documentation Agent"),
DEUTSCHE BANK TRUST COMPANY AMERICAS, as collateral agent (in such capacity, the
"Collateral Agent"), and LEHMAN COMMERCIAL PAPER INC., as administrative agent
(in such capacity, the "Administrative Agent").

                              W I T N E S S E T H:

                  WHEREAS, the Borrower wishes to refinance (the "Refinancing")
its existing 9.75% Senior Notes due November 2006 (the "9.75% Senior Notes") and
a portion of its existing 5.5% Convertible Subordinated Notes due August 2004
(the "Existing Convertible Notes");

                  WHEREAS, to fund the Refinancing and to provide financing for
the Borrower's other general corporate purposes, the Borrower (i) has requested
that the Lenders extend to it the credit facilities provided for herein and (ii)
intends to issue concurrently with the closing of such credit facilities new
senior unsecured notes (the "Senior Notes") in an aggregate principal amount of
at least $175,000,000; and

                  WHEREAS, the Lenders are willing to make such credit
facilities available upon and subject to the terms and conditions hereinafter
set forth;

                  NOW, THEREFORE, in consideration of the premises and the
agreements hereinafter set forth, the parties hereto hereby agree as follows:

                             SECTION 1. DEFINITIONS

                  1.1      Defined Terms. As used in this Agreement, the terms
listed in this Section 1.1 shall have the respective meanings set forth in this
Section 1.1.

                  "Accounts": as defined in Schedule 1.1(a).

                  "ACH Transactions": any cash management or related services
including controlled disbursement accounts and the automated clearinghouse



transfer of funds by any Lender for the account of the Borrower or any of its
Subsidiaries pursuant to agreement or overdrafts.

                  "Adjustment Date": as defined in the Pricing Grid.
                  "Administrative Agent": as defined in the preamble hereto.

                  "Advance Rate": as defined on Schedule 1.1(a).
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                  "Affiliate": as to any Person, any other Person that, directly
or indirectly, is in control of, is controlled by, or is under common control
with, such Person. For purposes of this definition, "control" of a Person means
the power, directly or indirectly, either to (a) vote 10% or more of the
securities having ordinary voting power for the election of directors (or
persons performing similar functions) of such Person or (b) direct or cause the
direction of the management and policies of such Person, whether by contract or
otherwise.

                  "Agents": the collective reference to the Collateral Agent,
the Syndication Agent, the Documentation Agent and the Administrative Agent.

                  "Aggregate Exposure": with respect to any Lender at any time,
an amount equal to (a) until the Closing Date, the aggregate amount of such
Lender's Commitments at such time and (b) thereafter, the sum of (i) the
aggregate then unpaid principal amount of such Lender's Term Loans, (ii) the
amount of such Lender's Available Term Loan Commitment then in effect and (iii)
the amount of such Lender's Revolving Credit Commitment then in effect or, if
the Revolving Credit Commitments have been terminated, the amount of such
Lender's Revolving Extensions of Credit then outstanding.

                  "Aggregate Exposure Percentage": with respect to any Lender at
any time, the ratio (expressed as a percentage) of such Lender's Aggregate
Exposure at such time to the sum of the Aggregate Exposures of all Lenders at
such time.

                  "Agreement": this Credit Agreement, as amended, supplemented
or otherwise modified from time to time.

                  "Applicable Margin": for each Type of Loan under each
Facility, the rate per annum set forth opposite such Facility under the relevant
column heading below:

<TABLE>
<CAPTION>
                                                  Base Rate              Eurodollar
                                                    Loans                  Loans
                                                  ---------              ----------
<S>                                               <C>                    <C>
Revolving Credit Facility                           1.75%                  2.75%
Term Loan Facility                                  3.25%                  4.25%
</TABLE>

provided, that on and after the first Adjustment Date occurring after the
completion of one full fiscal quarter of the Borrower after the Closing Date,
the Applicable Margin with respect to Revolving Credit Loans will be determined
pursuant to the Pricing Grid.

                  "Application": an application, in such form as the relevant
Issuing Lender may specify from time to time, requesting such Issuing Lender to
issue a Letter of Credit.

                  "Arrangers": as defined in the preamble hereto.

                  "Asset Sale": any Disposition of Property or series of related
Dispositions of Property (excluding any such Disposition permitted by clause
(a), (b), (c) (d), (g), (h), (i), (j), (k), (l) or (m) of Section 7.5) which
yields gross proceeds to the Borrower or any of its Subsidiaries (valued at the
initial principal amount thereof in the case of non-cash proceeds consisting of
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notes or other debt securities and valued at fair market value in the case of
other non-cash proceeds) in excess of $250,000.

                  "Assignee": as defined in Section 10.6(c).



                  "Assignor": as defined in Section 10.6(c).

                  "Available Revolving Credit Commitment": with respect to any
Revolving Credit Lender at any time, an amount equal to the excess, if any, of
(a) such Lender's Revolving Credit Commitment then in effect over (b) such
Lender's Revolving Extensions of Credit then outstanding.

                  "Available Term Loan Commitment": with respect to any Term
Loan Lender at any time, the amount equal to the excess, if any, of (a) such
Lender's Term Loan Commitment (if any) then in effect over (b) the aggregate
principal amount of such Lender's Term Loans then outstanding.

                  "Bank Products": all (a) ACH Transactions and credit card
facilities extended to the Borrower or any of its Subsidiaries by any Lender (or
any Affiliate of any Lender in reliance on such Lender's agreement to indemnify
such Affiliate), and any instruments governing any of the foregoing and (b)
Specified Hedge Agreements.

                  "Base Rate": for any day, a rate per annum (rounded upwards,
if necessary, to the next 1/16 of 1%) equal to the greater of (a) the Prime Rate
in effect on such day and (b) the Federal Funds Effective Rate in effect on such
day plus 1/2 of 1%. For purposes hereof: "Prime Rate" shall mean the prime
lending rate as set forth on the British Banking Association Telerate Page 5 (or
such other comparable publicly available page as may, in the reasonable opinion
of the Administrative Agent after notice to the Borrower, replace such page for
the purpose of displaying such rate if such rate no longer appears on the
British Bankers Association Telerate Page 5), as in effect from time to time.
The Prime Rate is a reference rate and does not necessarily represent the lowest
or best rate actually available. Any change in the Base Rate due to a change in
the Prime Rate or the Federal Funds Effective Rate shall be effective as of the
opening of business on the effective day of such change in the Prime Rate or the
Federal Funds Effective Rate, respectively.

                  "Base Rate Loans": Loans for which the applicable rate of
interest is based upon the Base Rate.

                  "Benefitted Lender": as defined in Section 10.7.

                  "Board": the Board of Governors of the Federal Reserve System
of the United States (or any successor).

                  "Borrower": as defined in the preamble hereto.

                  "Borrowing Base": as defined in Schedule 1.1(a).
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                  "Borrowing Base Certificate": a borrowing base certificate
substantially in the form of Exhibit H, as the same may be modified from time to
time as agreed by the Borrower and the Collateral Agent.

                  "Borrowing Date": any Business Day specified by the Borrower
as a date on which the Borrower requests the relevant Lenders to make Loans
hereunder.

                  "Borrowing Notice": with respect to any request for borrowing
of Loans hereunder, a notice from the Borrower, substantially in the form of,
and containing the information prescribed by, Exhibit K, delivered to the
Administrative Agent.

                  "Business Day": (a) for all purposes other than as covered by
clause (b) below, a day other than a Saturday, Sunday or other day on which
commercial banks in New York City are authorized or required by law to close and
(b) with respect to all notices and determinations in connection with, and
payments of principal and interest on, Eurodollar Loans, any day which is a
Business Day described in clause (a) and which is also a day for trading by and
between banks in Dollar deposits in the interbank eurodollar market.

                  "Capital Expenditures": for any period, with respect to any
Person, the aggregate of all expenditures by such Person for the acquisition or
leasing (pursuant to a capital lease) of fixed or capital assets or additions to
equipment (including replacements, capitalized repairs and improvements during
such period) which are required to be capitalized under GAAP on a balance sheet
of such Person.



                  "Capital Lease Obligations": with respect to any Person, the
obligations of such Person to pay rent or other amounts under any lease of (or
other arrangement conveying the right to use) real or personal property, or a
combination thereof, which obligations are required to be classified and
accounted for as capital leases on a balance sheet of such Person under GAAP;
and, for the purposes of this Agreement, the amount of such obligations at any
time shall be the capitalized amount thereof at such time determined in
accordance with GAAP.

                  "Capital Stock": any and all shares, interests, participations
or other equivalents (however designated) of capital stock of a corporation, any
and all equivalent ownership interests in a Person (other than a corporation)
and any and all warrants, rights or options to purchase any of the foregoing.

                  "Cash Equivalents": (a) marketable direct obligations issued
by, or unconditionally guaranteed by, the United States government or issued by
any agency thereof and backed by the full faith and credit of the United States,
in each case maturing within one year from the date of acquisition; (b)
certificates of deposit, time deposits, eurodollar time deposits or overnight
bank deposits having maturities of six months or less from the date of
acquisition issued by any Lender or by any commercial bank organized under the
laws of the United States of America or any state thereof having combined
capital and surplus of not less than $500,000,000; (c) commercial paper of an
issuer rated at least A-2 by Standard & Poor's Ratings Services ("S&P") or P-2
by Moody's Investors Service, Inc. ("Moody's"), or carrying an equivalent rating
by a nationally recognized rating agency if both of the two named rating
agencies cease publishing ratings of commercial paper issuers generally, and
maturing within six
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months from the date of acquisition; (d) repurchase obligations of any Lender or
of any commercial bank satisfying the requirements of clause (b) of this
definition, having a term of not more than 30 days with respect to securities
issued or fully guaranteed or insured by the United States government; (e)
securities with maturities of one year or less from the date of acquisition
issued or fully guaranteed by any state, commonwealth or territory of the United
States, by any political subdivision or taxing authority of any such state,
commonwealth or territory or by any foreign government, the securities of which
state, commonwealth, territory, political subdivision, taxing authority or
foreign government (as the case may be) are rated at least A by S&P or A by
Moody's; (f) securities with maturities of six months or less from the date of
acquisition backed by standby letters of credit issued by any Lender or any
commercial bank satisfying the requirements of clause (b) of this definition;
(g) shares of money market mutual or similar funds which invest exclusively in
assets satisfying the requirements of clauses (a) through (f) of this
definition; and (h) shares of the Nations Cash Reserves fund for which an
affiliate of Bank of America, N.A. provides investment advisory services.

                  "Change of Control": the occurrence of any of the following
events: (a) any "person" or "group" (as such terms are used in Sections 13(d)
and 14(d) of the Securities Exchange Act of 1934, as amended (the "Exchange
Act")) shall become, or obtain rights (whether by means or warrants, options or
otherwise) to become, the "beneficial owner" (as defined in Rules 13(d)-3 and
13(d)-5 under the Exchange Act), directly or indirectly, of more than 35% of the
outstanding common stock of the Borrower; (b) the board of directors of the
Borrower shall cease to consist of a majority of Continuing Directors; or (c) a
Specified Change of Control.

                  "Closing Date": the date on which the conditions precedent set
forth in Section 5.1 shall have been satisfied, which date shall be not later
than October 31, 2003.

                  "Code": the Internal Revenue Code of 1986, as amended from
time to time.

                  "Collateral": all Property of the Loan Parties, now owned or
hereafter acquired, upon which a Lien is purported to be created by any Security
Document.

                  "Collateral Agent": as defined in the preamble hereto.

                  "Commitment": with respect to any Lender, each of the Term
Loan Commitment and the Revolving Credit Commitment of such Lender.

                  "Commitment Fee Rate": (a) with respect to the Revolving



Credit Commitments, 1/2 of 1% per annum and (b) with respect to the Term Loan
Commitments, (i) 3.00% per annum for the period from and including the Closing
Date to and including the day which is 90 days after the Closing Date and (ii)
4.25% per annum thereafter.

                  "Commonly Controlled Entity": an entity, whether or not
incorporated, that is under common control with the Borrower within the meaning
of Section 4001 of ERISA or is part of a group that includes the Borrower and
that is treated as a single employer under Section 414 of the Code.
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                  "Compliance Certificate": a certificate duly executed by a
Responsible Officer, substantially in the form of Exhibit B.

                  "Concentration Account": one or more bank accounts maintained
by the Collateral Agent, over which the Collateral Agent shall have sole
dominion and control, into which proceeds of Revolving Credit Facility
Collateral shall be transferred from other accounts maintained by the Borrower
and the Subsidiary Guarantors, in the event that the Collateral Agent requires
such transfer after a Dominion Event has occurred; provided, that if a Dominion
Termination Event has occurred, then the Collateral Agent shall cease to require
such transfers so long as such Dominion Termination Event is continuing.

                  "Confidential Information Memorandum": the Confidential
Information Memorandum dated September, 2003 and furnished to the initial
Lenders in connection with the syndication of the Facilities.

                  "Consolidated Current Assets": of any Person at any date, all
amounts (other than cash and Cash Equivalents) that would, in conformity with
GAAP, be set forth opposite the caption "total current assets" (or any like
caption) on a consolidated balance sheet of such Person and its Subsidiaries at
such date.

                  "Consolidated Current Liabilities": of any Person at any date,
all amounts that would, in conformity with GAAP, be set forth opposite the
caption "total current liabilities" (or any like caption) on a consolidated
balance sheet of such Person and its Subsidiaries at such date, but excluding,
with respect to the Borrower, (a) the current portion of any Funded Debt of the
Borrower and its Subsidiaries and (b), without duplication, all Indebtedness
consisting of Revolving Credit Loans, to the extent otherwise included therein.

                  "Consolidated EBITDA": of any Person for any period,
Consolidated Net Income of such Person and its Subsidiaries for such period
plus, without duplication and to the extent reflected as a charge in the
statement of such Consolidated Net Income for such period, the sum of (a) income
tax expense, (b) Consolidated Interest Expense of such Person and its
Subsidiaries, amortization or writeoff of debt discount and debt issuance costs
and commissions, discounts and other fees and charges associated with
Indebtedness, (c) depreciation and amortization expense, (d) amortization of
intangibles (including, but not limited to, goodwill) and organization costs,
(e) any extraordinary, unusual or non-recurring expenses or losses (including,
whether or not otherwise includable as a separate item in the statement of such
Consolidated Net Income for such period, losses on sales of assets outside of
the ordinary course of business), to the extent such additions are found to be
acceptable by the Administrative Agent, acting reasonably, and (f) any other
non-cash charges, and minus, to the extent included in the statement of such
Consolidated Net Income for such period, the sum of (a) interest income (except
to the extent deducted in determining Consolidated Interest Expense), (b) any
extraordinary, unusual or non-recurring income or gains (including, whether or
not otherwise includable as a separate item in the statement of such
Consolidated Net Income for such period, gains on the sales of assets outside of
the ordinary course of business), to the extent such deductions are found to be
acceptable by the Administrative Agent, acting reasonably, (c) any other
non-cash income, all as determined on a consolidated basis and (d) the amount of
any cash expenditures during such
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period in respect of items that were added as non-cash charges in determining
Consolidated EBITDA for a prior period.

                  "Consolidated Interest Coverage Ratio": for any period, the
ratio of (a) Consolidated EBITDA of the Borrower and its Subsidiaries for such
period to (b) Consolidated Interest Expense of the Borrower and its Subsidiaries
for such period.



                  "Consolidated Interest Expense": of any Person for any period,
total interest expense (including that attributable to Capital Lease
Obligations) of such Person and its Subsidiaries for such period with respect to
all outstanding Indebtedness of such Person and its Subsidiaries (including,
without limitation, all commissions, discounts and other fees and charges owed
by such Person with respect to letters of credit and bankers' acceptance
financing and net costs of such Person under Hedge Agreements in respect of
interest rates to the extent such net costs are allocable to such period in
accordance with GAAP).

                  "Consolidated Leverage Ratio": as at the last day of any
period of four consecutive fiscal quarters of the Borrower, the ratio of (a)
Consolidated Total Debt on such day to (b) Consolidated EBITDA of the Borrower
and its Subsidiaries for such period; provided that for purposes of calculating
Consolidated EBITDA of the Borrower and its Subsidiaries for any period, (i) the
Consolidated EBITDA of any Person acquired by the Borrower or its Subsidiaries
during such period shall be included on a pro forma basis for such period
(assuming the consummation of such acquisition and the incurrence or assumption
of any Indebtedness in connection therewith occurred on the first day of such
period) if the consolidated balance sheet of such acquired Person and its
consolidated Subsidiaries as at the end of the period preceding the acquisition
of such Person and the related consolidated statements of income and
stockholders' equity and of cash flows for the period in respect of which
Consolidated EBITDA is to be calculated (x) have been previously provided to the
Administrative Agent and the Lenders and (y) either (1) have been reported on
without a qualification arising out of the scope of the audit by independent
certified public accountants of nationally recognized standing or (2) have been
found acceptable by the Administrative Agent and (ii) the Consolidated EBITDA of
any Person Disposed of by the Borrower or its Subsidiaries during such period
shall be excluded for such period (assuming the consummation of such Disposition
and the repayment of any Indebtedness in connection therewith occurred on the
first day of such period).

                  "Consolidated Liquidity": for any day, the sum of (i) the
aggregate amount of unrestricted cash and Cash Equivalents of the Borrower and
the Subsidiary Guarantors on such day plus (ii) the aggregate amount of Excess
Revolving Credit Availability and, for purposes of Section 7.1(d) only,
Available Term Loan Commitments in effect on such day.

                  "Consolidated Liquidity Ratio": for any day, the ratio of (a)
Consolidated Liquidity on such day to (b) the aggregate outstanding principal
amount of Existing Convertible Notes on such day.

                  "Consolidated Net Income": of any Person for any period, the
consolidated net income (or loss) of such Person and its Subsidiaries for such
period, determined on a consolidated basis in accordance with GAAP; provided,
that in calculating Consolidated Net Income of the Borrower and its consolidated
Subsidiaries for any period, there shall be excluded
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(a) the income (or deficit) of any Person accrued prior to the date it becomes a
Subsidiary of the Borrower or is merged into or consolidated with the Borrower
or any of its Subsidiaries, (b) the income (or deficit) of any Person (other
than a Subsidiary of the Borrower) in which the Borrower or any of its
Subsidiaries has an ownership interest, except to the extent that any such
income is actually received by the Borrower or such Subsidiary in the form of
cash dividends or similar cash distributions and (c) the undistributed earnings
of any Subsidiary of the Borrower to the extent that the declaration or payment
of dividends or similar distributions by such Subsidiary is not at the time
permitted by the terms of any Contractual Obligation (other than under any Loan
Document) or Requirement of Law applicable to such Subsidiary.

                  "Consolidated Senior Secured Debt": all Consolidated Total
Debt that is secured by a Lien on any Property.

                  "Consolidated Senior Secured Leverage Ratio": as of the last
day of any period of four consecutive fiscal quarters, the ratio of (a)
Consolidated Senior Secured Debt on such day to (b) Consolidated EBITDA of the
Borrower and its Subsidiaries for such period.

                  "Consolidated Total Debt": at any date, the aggregate
principal amount of all Indebtedness of the Borrower and its Subsidiaries at
such date (other than Indebtedness of the type described in clause (f) of the
definition of "Indebtedness"), determined on a consolidated basis in accordance



with GAAP.

                  "Consolidated Working Capital": at any date, the difference of
(a) Consolidated Current Assets of the Borrower on such date less (b)
Consolidated Current Liabilities of the Borrower on such date.

                  "Continuing Directors": the directors of the Borrower on the
Closing Date, after giving effect to the Refinancing and the other transactions
contemplated hereby, and each other director of the Borrower, if, in each case,
such other director's nomination for election to the board of directors of the
Borrower is recommended by at least a majority of the then Continuing Directors.

                  "Contractual Obligation": as to any Person, any provision of
any security issued by such Person or of any agreement, instrument or other
undertaking to which such Person is a party or by which it or any of its
Property is bound.

                  "Control Agreement": in respect of each account identified as
provided in Section 6.11(a), a Control Agreement, in form and substance
reasonably satisfactory to the Designated Agents, pursuant to which (a) the
Borrower or the Subsidiary Guarantor, as the case may be, that is the owner of
such account irrevocably instructs the bank or securities intermediary that
maintains such account that such bank or securities intermediary shall follow
the instructions or entitlement orders, as the case may be, of the Collateral
Agent without further consent of the Borrower or such Subsidiary Guarantor and
(b) the Collateral Agent agrees that it will not give any instructions or
entitlement orders, as the case may be, in respect of such account unless a
Dominion Event has occurred. Each Control Agreement shall contain such other
terms as shall be customary for agreements of such type.
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                  "Control Investment Affiliate": as to any Person, any other
Person that (a) directly or indirectly, is in control of, is controlled by, or
is under common control with, such Person and (b) is organized by such Person
primarily for the purpose of making equity or debt investments in one or more
companies. For purposes of this definition, "control" of a Person means the
power, directly or indirectly, to direct or cause the direction of the
management and policies of such Person, whether by contract or otherwise.

                  "Default": any of the events specified in Section 8, whether
or not any requirement for the giving of notice, the lapse of time, or both, has
been satisfied.

                  "Delayed Draw Borrowing Date": as defined in Section 2.1.

                  "Delayed Draw Commitment Period": the period commencing on the
Closing Date and ending on (i) August 1, 2004 or (ii) if earlier, the date on
which the Existing Convertible Notes shall have been fully redeemed, converted
or otherwise retired.

                  "Delayed Draw Term Loan": as defined in Section 2.1.

                  "Derivatives Counterparty": as defined in Section 7.6.

                  "Designated Agents": the collective reference to the
Collateral Agent and the Administrative Agent.

                  "Disposition": with respect to any Property, any sale, sale
and leaseback, assignment, conveyance, transfer or other disposition thereof;
and the terms "Dispose" and "Disposed of" shall have correlative meanings.

                  "Documentation Agent": as defined in the preamble hereto.

                  "Dollars" and "$": lawful currency of the United States of
America.

                  "Domestic Subsidiary": any Subsidiary of the Borrower
organized under the laws of any jurisdiction within the United States of
America.

                  "Dominion Event": either of (i) the borrowing of any Revolving
Credit Loan or (ii) the Borrower having Consolidated Liquidity of less than
$35,000,000.

                  "Dominion Termination Event": a Dominion Termination Event



shall be deemed to occur if for a period commencing after the occurrence of a
Dominion Event and ending not less than 90 days after the beginning of such
period, no Revolving Credit Loans shall be outstanding and Consolidated
Liquidity shall be no less than $35,000,000 at all times; and a Dominion
Termination Event shall be deemed to be continuing so long as a second Dominion
Event does not occur after such Dominion Termination Event; provided, that if a
second Dominion Event occurs, no further Dominion Termination Event shall be
permitted to occur.

                  "Eligible Accounts": as defined in Schedule 1.1(a).

                  "Eligible Rental Equipment": as defined in Schedule 1.1(a).
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                  "Environmental Laws": any and all laws, rules, orders,
regulations, statutes, ordinances, guidelines, codes, decrees, or other legally
enforceable requirements (including, without limitation, common law) of any
international authority, foreign government, the United States, or any state,
local, municipal or other governmental authority, regulating, relating to or
imposing liability or standards of conduct concerning protection of the
environment or of human health, or employee health and safety, as has been, is
now, or may at any time hereafter be, in effect.

                  "Environmental Permits": any and all permits, licenses,
approvals, registrations, notifications, exemptions and other authorizations
required under any Environmental Law.

                  "ERISA": the Employee Retirement Income Security Act of 1974,
as amended from time to time.

                  "Eurocurrency Reserve Requirements": for any day, the
aggregate (without duplication) of the maximum rates (expressed as a decimal
fraction) of reserve requirements in effect on such day (including, without
limitation, basic, supplemental, marginal and emergency reserves) under any
regulations of the Board or other Governmental Authority having jurisdiction
with respect thereto dealing with reserve requirements prescribed for
eurocurrency funding (currently referred to as "Eurocurrency Liabilities" in
Regulation D of the Board) maintained by a member bank of the Federal Reserve
System.

                  "Eurodollar Base Rate": with respect to each day during each
Interest Period, the rate per annum determined on the basis of the rate for
deposits in Dollars for a period equal to such Interest Period commencing on the
first day of such Interest Period appearing on Page 3750 of the Telerate screen
as of 11:00 A.M., London time, two Business Days prior to the beginning of such
Interest Period. In the event that such rate does not appear on Page 3750 of the
Telerate screen (or otherwise on such screen), the "Eurodollar Base Rate" for
purposes of this definition shall be determined by reference to such other
comparable publicly available service for displaying eurodollar rates as may be
selected by the Administrative Agent.

                  "Eurodollar Loans": Loans for which the applicable rate of
interest is based upon the Eurodollar Rate.

                  "Eurodollar Rate": with respect to each day during each
Interest Period, a rate per annum determined for such day in accordance with the
following formula (rounded upward to the nearest 1/100th of 1%):

                              Eurodollar Base Rate
                    ----------------------------------------
                    1.00 - Eurocurrency Reserve Requirements

                  "Eurodollar Tranche": the collective reference to Eurodollar
Loans the then current Interest Periods with respect to all of which begin on
the same date and end on the same later date (whether or not such Loans shall
originally have been made on the same day).

                  "Event of Default": any of the events specified in Section 8,
provided that any requirement for the giving of notice, the lapse of time, or
both, has been satisfied.
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                  "Excess Cash Flow": for any fiscal year of the Borrower, the
difference, if any, of (a) the sum, without duplication, of (i) Consolidated Net



Income for such fiscal year, (ii) the amount of all non-cash charges (including
depreciation and amortization) deducted in arriving at such Consolidated Net
Income, (iii) the amount of the decrease, if any, in Consolidated Working
Capital for such fiscal year, (iv) the aggregate net amount of non-cash loss on
the Disposition of Property by the Borrower and its Subsidiaries during such
fiscal year (other than sales of inventory in the ordinary course of business),
to the extent deducted in arriving at such Consolidated Net Income and (v) the
net increase during such fiscal year (if any) in deferred tax accounts of the
Borrower minus (b) the sum, without duplication, of (i) the amount of all
non-cash credits included in arriving at such Consolidated Net Income, (ii) the
aggregate amount actually paid by the Borrower and its Subsidiaries in cash
during such fiscal year on account of Capital Expenditures (minus the principal
amount of Indebtedness incurred in connection with such expenditures and minus
the amount of any such expenditures financed with the proceeds of any
Reinvestment Deferred Amount), (iii) the aggregate amount of all prepayments of
Revolving Credit Loans during such fiscal year to the extent accompanying
permanent optional reductions of the Revolving Credit Commitments and all
optional prepayments of the Term Loans and, to the extent paid out of such
Consolidated Net Income (excluding any payments made with cash in connection
with a prepayment as contemplated by clause (ii) of the proviso to Section
2.11(c)), the Existing Convertible Notes during such fiscal year, (iv) the
aggregate amount of all regularly scheduled principal payments of Funded Debt
(including, without limitation, the Term Loans) of the Borrower and its
Subsidiaries made during such fiscal year (other than in respect of any
revolving credit facility to the extent there is not an equivalent permanent
reduction in commitments thereunder), (v) the amount of the increase, if any, in
Consolidated Working Capital for such fiscal year, (vi) the aggregate net amount
of non-cash gain on the Disposition of Property by the Borrower and its
Subsidiaries during such fiscal year (other than sales of inventory in the
ordinary course of business), to the extent included in arriving at such
Consolidated Net Income, and (vii) the net decrease during such fiscal year (if
any) in deferred tax accounts of the Borrower.

                  "Excess Cash Flow Application Date": as defined in Section
2.11(c).

                  "Excess Revolving Credit Availability": at any time, the
amount, determined by the Designated Agents at such time, equal to the lesser of
(a) the Borrowing Base minus the Total Revolving Extensions of Credit and (b)
the Total Revolving Credit Commitments minus the Total Revolving Extensions of
Credit.

                  "Excluded Foreign Subsidiaries": any Foreign Subsidiary that
has not elected to be treated as a branch for U.S. income tax purposes.

                  "Existing Convertible Notes Indenture": the Indenture in
respect of the Existing Convertible Notes, together with all instruments and
other Agreements entered into by the Borrower or any of its Subsidiaries in
connection therewith, as the same may be amended, supplemented or otherwise
modified from time to time in accordance with Section 7.9.

                  "Existing Credit Facility": the Loan and Security Agreement,
dated as of October 22, 1999, as amended, among the Borrower and the
Subsidiaries of the Borrower named therein, as borrowers, the lenders named
therein and Bank of America, N.A., as the agent.
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                  "Existing Issuing Lender": Bank of America, N.A.

                  "Existing Letters of Credit": the letters of credit described
in Annex B.

                  "Facility": each of (a) the Term Loan Commitments and the Term
Loans made thereunder (the "Term Loan Facility") and (b) the Revolving Credit
Commitments and the extensions of credit made thereunder (the "Revolving Credit
Facility").

                  "Federal Funds Effective Rate": for any day, the weighted
average of the rates on overnight federal funds transactions with members of the
Federal Reserve System arranged by federal funds brokers, as published on the
next succeeding Business Day by the Federal Reserve Bank of New York, or, if
such rate is not so published for any day which is a Business Day, the average
of the quotations for the day of such transactions received by the
Administrative Agent from three federal funds brokers of recognized standing
selected by it.



                  "Foreign Subsidiary": any Subsidiary of the Borrower that is
not a Domestic Subsidiary.

                  "FQ1", "FQ2 ", "FQ3", and "FQ4": when used with a numerical
year designation, means the first, second, third or fourth fiscal quarters,
respectively, of such fiscal year of the Borrower. (e.g., FQ4 2003 means the
fourth fiscal quarter of the Borrower's 2003 fiscal year, which ends December
31, 2003).

                  "Funded Debt": with respect to any Person, all Indebtedness of
such Person of the types described in clauses (a) through (e) of the definition
of "Indebtedness" in this Section.

                  "Funding Office": the office specified from time to time by
the Administrative Agent as its funding office by notice to the Borrower and the
Lenders.

                  "GAAP": generally accepted accounting principles in the United
States of America as in effect from time to time.

                  "Governmental Authority": any nation or government, any state
or other political subdivision thereof and any entity exercising executive,
legislative, judicial, regulatory or administrative functions of or pertaining
to government.

                  "Guarantee and Collateral Agreement": the Guarantee and
Collateral Agreement to be executed and delivered by the Borrower and each
Subsidiary Guarantor, substantially in the form of Exhibit A, as the same may be
amended, supplemented or otherwise modified from time to time.

                  "Guarantee Obligation": as to any Person (the "guaranteeing
person"), any obligation of (a) the guaranteeing person or (b) another Person
(including, without limitation, any bank under any letter of credit), if to
induce the creation of such obligation of such other Person the guaranteeing
person has issued a reimbursement, counterindemnity or similar obligation, in
either case guaranteeing or in effect guaranteeing any Indebtedness (the
"primary obligations") of any other third Person (the "primary obligor") in any
manner, whether directly or indirectly, including, without limitation, any
obligation of the guaranteeing person, whether or
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not contingent, (i) to purchase any such primary obligation or any Property
constituting direct or indirect security therefor, (ii) to advance or supply
funds (1) for the purchase or payment of any such primary obligation or (2) to
maintain working capital or equity capital of the primary obligor or otherwise
to maintain the net worth or solvency of the primary obligor, (iii) to purchase
Property, securities or services primarily for the purpose of assuring the owner
of any such primary obligation of the ability of the primary obligor to make
payment of such primary obligation or (iv) otherwise to assure or hold harmless
the owner of any such primary obligation against loss in respect thereof;
provided, however, that the term Guarantee Obligation shall not include
endorsements of instruments for deposit or collection in the ordinary course of
business. The amount of any Guarantee Obligation of any guaranteeing person
shall be deemed to be the lower of (a) an amount equal to the stated or
determinable amount of the primary obligation in respect of which such Guarantee
Obligation is made and (b) the maximum amount for which such guaranteeing person
may be liable pursuant to the terms of the instrument embodying such Guarantee
Obligation, unless such primary obligation and the maximum amount for which such
guaranteeing person may be liable are not stated or determinable, in which case
the amount of such Guarantee Obligation shall be such guaranteeing person's
maximum reasonably anticipated liability in respect thereof as determined by the
Borrower in good faith.

                  "Hedge Agreements": all interest rate or currency swaps, caps
or collar agreements, foreign exchange agreements, commodity contracts or
similar arrangements entered into by the Borrower or its Subsidiaries providing
for protection against fluctuations in interest rates, currency exchange rates,
commodity prices or the exchange of nominal interest obligations, either
generally or under specific contingencies. For avoidance of doubt, Hedge
Agreements shall include any interest rate swap or similar agreement that
provides for the payment by the Borrower or any of its Subsidiaries of (i)
amounts based upon a floating rate in exchange for receipt by the Borrower or
such Subsidiary of amounts based upon a fixed rate or (ii) amounts based upon a
fixed rate in exchange for receipt the Borrower or such Subsidiary of amounts



based upon a floating rate.

                  "Immaterial Account": any account in which the aggregate
amount on deposit (or, in the case of any securities account, the total fair
market value of all securities held in such account) does not at any time exceed
$10,000.

                  "Immaterial Subsidiary": any Subsidiary designated by the
Borrower, by written notice to the Designated Agents, as an "Immaterial
Subsidiary"; provided, that (a) no Subsidiary may be so designated unless such
Subsidiary (i) had assets having an aggregate book value, as of the end of the
fiscal year most recently ended, not exceeding $1,000,000 and (ii) had
Consolidated Net Income not exceeding $1,000,000 for such fiscal year and (b)
any Subsidiary shall automatically cease to be an Immaterial Subsidiary if at
the end of any subsequent fiscal year such Subsidiary would not meet the
requirements set forth in the foregoing clause (a).

                  "Indebtedness": of any Person at any date, without
duplication, (a) all indebtedness of such Person for borrowed money, (b) all
obligations of such Person for the deferred purchase price of Property or
services (other than trade payables incurred in the ordinary course of such
Person's business), (c) all obligations of such Person evidenced by notes,
bonds, debentures or other similar instruments, (d) all indebtedness created or
arising under any conditional sale or other title retention agreement with
respect to Property acquired by such
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Person (even though the rights and remedies of the seller or lender under such
agreement in the event of default are limited to repossession or sale of such
Property), (e) all Capital Lease Obligations of such Person, (f) all obligations
of such Person, contingent or otherwise, as an account party or applicant under
acceptance, letter of credit or similar facilities, (g) all obligations of such
Person, contingent or otherwise, to purchase, redeem, retire or otherwise
acquire for value (other than through the issuance of common stock of such
Person) any Capital Stock of such Person, other than any such obligations the
payment of which would be permitted by Section 7.6(c), (h) all Guarantee
Obligations of such Person in respect of obligations of the kind referred to in
clauses (a) through (g) above; (i) all obligations of the kind referred to in
clauses (a) through (h) above secured by (or for which the holder of such
obligation has an existing right, contingent or otherwise, to be secured by) any
Lien on Property (including, without limitation, accounts and contract rights)
owned by such Person, whether or not such Person has assumed or become liable
for the payment of such obligation and (j) for the purposes of Section 8(e)
only, all obligations of such Person in respect of Hedge Agreements.

                  "Indemnified Liabilities": as defined in Section 10.5.

                  "Indemnitee": as defined in Section 10.5.

                  "Indentures": the collective reference to the 9.75% Senior
Notes Indenture, the 10.125% Senior Notes Indenture, the Existing Convertible
Notes Indenture and the Senior Notes Indenture.

                  "Initial Term Loan": as defined in Section 2.1.

                  "Insolvency": with respect to any Multiemployer Plan, the
condition that such Plan is insolvent within the meaning of Section 4245 of
ERISA.

                  "Insolvent": pertaining to a condition of Insolvency.

                  "Intellectual Property": the collective reference to all
rights, priorities and privileges relating to intellectual property, whether
arising under United States, multinational or foreign laws or otherwise,
including, without limitation, copyrights, copyright licenses, patents, patent
licenses, trademarks, trademark licenses, technology, know-how and processes,
and all rights to sue at law or in equity for any infringement or other
impairment thereof, including the right to receive all proceeds and damages
therefrom.

                  "Interest Payment Date": (a) as to any Base Rate Loan, the
last day of each March, June, September and December to occur while such Loan is
outstanding and the final maturity date of such Loan, (b) as to any Eurodollar
Loan having an Interest Period of three months or shorter, the last day of such
Interest Period, (c) as to any Eurodollar Loan having an Interest Period longer



than three months, each day that is three months, or a whole multiple thereof,
after the first day of such Interest Period and the last day of such Interest
Period and (d) as to any Loan (other than any Revolving Credit Loan that is a
Base Rate Loan), the date of any repayment or prepayment made in respect
thereof.

                  "Interest Period": as to any Eurodollar Loan, (a) initially,
the period commencing on the borrowing or conversion date, as the case may be,
with respect to such Eurodollar Loan
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and ending one, two, three or six months thereafter, as selected by the Borrower
in its notice of borrowing or notice of conversion, as the case may be, given
with respect thereto; and (b) thereafter, each period commencing on the last day
of the next preceding Interest Period applicable to such Eurodollar Loan and
ending one, two, three or six months thereafter, as selected by the Borrower by
irrevocable notice to the Administrative Agent not less than three Business Days
prior to the last day of the then current Interest Period with respect thereto;
provided that, all of the foregoing provisions relating to Interest Periods are
subject to the following:

                  (1) if any Interest Period would otherwise end on a day that
                  is not a Business Day, such Interest Period shall be extended
                  to the next succeeding Business Day unless the result of such
                  extension would be to carry such Interest Period into another
                  calendar month in which event such Interest Period shall end
                  on the immediately preceding Business Day;

                  (2) any Interest Period that would otherwise extend beyond the
                  Revolving Credit Termination Date or beyond the date final
                  payment is due on the Term Loans, as the case may be, shall
                  end on the Revolving Credit Termination Date or such due date,
                  as applicable; and

                  (3) any Interest Period that begins on the last Business Day
                  of a calendar month (or on a day for which there is no
                  numerically corresponding day in the calendar month at the end
                  of such Interest Period) shall end on the last Business Day of
                  the calendar month at the end of such Interest Period.

                  "Investments": as defined in Section 7.8.

                  "Issuing Lender": (a) in respect of the Existing Letters of
Credit only, the Existing Issuing Lender and (b) in respect of each Letter of
Credit issued hereunder on or after the Closing Date, Bank of America, N.A. and
any Revolving Credit Lender from time to time designated by the Borrower as an
Issuing Lender with the consent of such Revolving Credit Lender and the
Administrative Agent.

                  "L/C Commitment": $30,000,000.

                  "L/C Fee Payment Date": the last day of each March, June,
September and December and the last day of the Revolving Credit Commitment
Period.

                  "L/C Obligations": at any time, an amount equal to the sum of
(a) the aggregate then undrawn and unexpired amount of the then outstanding
Letters of Credit and (b) the aggregate amount of drawings under Letters of
Credit that have not then been reimbursed pursuant to Section 3.5.

                  "L/C Participants": with respect to any Letter of Credit, the
collective reference to all the Revolving Credit Lenders other than the Issuing
Lender that issued such letter of Credit.
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                  "Lehman Entity": any of Lehman Commercial Paper Inc. or any of
its affiliates (including Syndicated Loan Funding Trust).

                  "Lender Addendum": with respect to any initial Lender, a
Lender Addendum, substantially in the form of Exhibit J, to be executed and
delivered by such Lender on the Closing Date as provided in Section 10.17.

                  "Lenders": as defined in the preamble hereto.



                  "Letters of Credit": as defined in Section 3.1(a).

                  "Lien": any mortgage, pledge, hypothecation, collateral
assignment, encumbrance, lien (statutory or other), charge or other security
interest of any kind or nature whatsoever (including, without limitation, any
conditional sale or other title retention agreement and any capital lease having
substantially the same economic effect as any of the foregoing).

                  "Loan Documents": this Agreement, the Security Documents, the
Applications and the Notes.

                  "Loan": any loan made by any Lender pursuant to this
Agreement.

                  "Loan Parties": the Borrower and each Subsidiary Guarantor.

                  "Lockbox Agreement": in respect of each lockbox account, and
related lockbox and collection account, an agreement, in form and substance
reasonably satisfactory to the Designated Agents, pursuant to which the bank
that maintains such account and the Borrower or the Subsidiary Guarantor, as the
case may be, that is the named owner of such account shall agree with the
Collateral Agent (a) that such lockbox and accounts shall be used solely for the
collection and deposit of proceeds of Revolving Credit Facility Collateral, (b)
that, upon notice from the Collateral Agent, such bank shall transfer at the end
of each business day all collected funds in any such account to a Concentration
Account and (c) the Collateral Agent agrees that it will not give the notice
described in the foregoing clause (b) unless a Dominion Event has occurred. Each
Lockbox Agreement shall contain such other terms as shall be customary for
agreements of such type.

                  "Majority Facility Lenders": (i) with respect to the Term Loan
Facility, the holders of more than 50% of the aggregate unpaid principal amount
of the Term Loans and the aggregate amount of Available Term Loan Commitments
and (ii) with respect to the Revolving Credit Facility, the holders of more than
50% of the aggregate unpaid principal amount of the Total Revolving Extensions
of Credit (or, prior to any termination of the Revolving Credit Commitments, the
holders of more than 50% of the Total Revolving Credit Commitments).

                  "Majority Revolving Credit Facility Lenders": the Majority
Facility Lenders in respect of the Revolving Credit Facility.

            "Majority Term Loan Facility Lenders": the Majority Facility
Lenders in respect of the Term Loan Facility.
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                   "Material Adverse Effect": a material adverse effect on (a)
the Refinancing (as of the Closing Date only), (b) the business, assets,
property or financial condition of the Borrower and its Subsidiaries taken as a
whole or (c) the validity or enforceability of any material provision of this
Agreement or any of the other Loan Documents or the material rights or remedies
of the Agents or the Lenders hereunder or thereunder.

                  "Material Subsidiary": each Domestic Subsidiary that is not an
Immaterial Subsidiary.

                  "Materials of Environmental Concern": any gasoline or
petroleum (including crude oil or any fraction thereof) or petroleum products,
polychlorinated biphenyls, urea-formaldehyde insulation, asbestos, pollutants,
contaminants, radioactivity, and any other substances or forces of any kind,
whether or not any such substance or force is defined as hazardous or toxic
under any Environmental Law, that is regulated pursuant to or could give rise to
liability under any Environmental Law.

                  "Maximum Rate": as defined in Section 10.18.

                  "Mortgaged Vessels": the vessels listed on Schedule 1.1, as to
which the Collateral Agent for the benefit of the Secured Parties shall be
granted a Lien pursuant to one or more Mortgages.

                  "Mortgages": each of the first preferred fleet mortgages made
by any Loan Party in favor of, or for the benefit of, the Collateral Agent for
the benefit of the Secured Parties, which shall be in form and substance
satisfactory to the Designated Agents, and any other agreements, documents, or
instruments executed or delivered in connection therewith, in each case, as may
be amended, supplemented or otherwise modified from time to time.



                  "Multiemployer Plan": a Plan that is a multiemployer plan as
defined in Section 4001(a)(3) of ERISA.

                  "Net Cash Proceeds": (a) in connection with any Asset Sale or
any Recovery Event, the proceeds thereof in the form of cash and Cash
Equivalents (including any such proceeds received by way of deferred payment of
principal pursuant to a note or installment receivable or purchase price
adjustment receivable or otherwise, but only as and when received) of such Asset
Sale or Recovery Event, net of attorneys' fees, accountants' fees, investment
banking fees, amounts required to be applied to the repayment of Indebtedness
secured by a Lien expressly permitted hereunder on any asset which is the
subject of such Asset Sale or Recovery Event (other than any Lien pursuant to a
Security Document) and other customary fees and expenses actually incurred in
connection therewith and net of taxes paid or reasonably estimated to be payable
as a result thereof (after taking into account any available tax credits or
deductions and any tax sharing arrangements) and (b) in connection with any
issuance or sale of equity securities or debt securities or instruments or the
incurrence of loans, the cash proceeds received from such issuance or
incurrence, net of attorneys' fees, investment banking fees, accountants' fees,
underwriting discounts and commissions and other customary fees and expenses
actually incurred in connection therewith.

                  "9.75% Senior Notes": as defined in the preamble hereto.

                                                                              18

                  "9.75% Senior Notes Indenture": the Indenture, dated as of
November 12, 1996, in respect of the 9.75% Senior Notes, together with all
instruments and other agreements entered into by the Borrower or its
Subsidiaries in connection therewith, as the same may be amended, supplemented
or otherwise modified from time to time in accordance with Section 7.9.

                  "Non-Excluded Taxes": as defined in Section 2.19(a).

                  "Non-U.S. Lender": as defined in Section 2.19(d).

                  "Note": any promissory note evidencing any Loan.

                  "Obligations": the unpaid principal of and interest on
(including, without limitation, interest accruing after the maturity of the
Loans and Reimbursement Obligations and interest accruing after the filing of
any petition in bankruptcy, or the commencement of any insolvency,
reorganization or like proceeding, relating to the Borrower, whether or not a
claim for post-filing or post-petition interest is allowed in such proceeding)
the Loans, the Reimbursement Obligations and all other obligations and
liabilities of the Borrower to the Administrative Agent or the Collateral Agent
or to any Lender or any Qualified Counterparty, whether direct or indirect,
absolute or contingent, due or to become due, or now existing or hereafter
incurred, which may arise under, out of, or in connection with, this Agreement,
any other Loan Document, the Letters of Credit, any Bank Products or any other
document made, delivered or given in connection herewith or therewith, whether
on account of principal, interest, reimbursement obligations, fees, indemnities,
costs, expenses (including, without limitation, all fees, charges and
disbursements of counsel to the Administrative Agent and the Collateral Agent or
to any Lender that are required to be paid by the Borrower pursuant hereto) or
otherwise; provided, that (i) obligations of the Borrower or any Subsidiary
under any Bank Products shall be secured and guaranteed pursuant to the Security
Documents only to the extent that, and for so long as, the other Obligations are
so secured and guaranteed and (ii) any release of Collateral or Subsidiary
Guarantors effected in the manner permitted by this Agreement shall not require
the consent of holders of obligations under Bank Products.

                  "Other Taxes": any and all present or future stamp or
documentary taxes or any other excise or property taxes, charges or similar
levies arising from any payment made hereunder or from the execution, delivery
or enforcement of, or otherwise with respect to, this Agreement or any other
Loan Document.

                  "Participant": as defined in Section 10.6(b).

                  "Participation Amount": as defined in Section 3.4(b).

                  "Paying Subsidiary": as defined in Section 7.6(a).

                  "Payment Office": the office specified from time to time by



the Administrative Agent as its payment office by notice to the Borrower and the
Lenders.

                  "PBGC": the Pension Benefit Guaranty Corporation established
pursuant to Subtitle A of Title IV of ERISA (or any successor).
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                  "Permitted Liens": any Liens permitted by paragraphs (a), (b),
(c), (d) and (e) of Section 7.3.

                  "Person": an individual, partnership, corporation, limited
liability company, business trust, joint stock company, trust, unincorporated
association, joint venture, Governmental Authority or other entity of whatever
nature.

                  "Plan": at a particular time, any employee benefit plan that
is covered by ERISA and in respect of which the Borrower or a Commonly
Controlled Entity is (or, if such plan were terminated at such time, would under
Section 4069 of ERISA be deemed to be) an "employer" as defined in Section 3(5)
of ERISA.

                  "Pricing Grid": the pricing grid attached hereto as Annex A.

                  "Pro Forma Balance Sheet": as defined in Section 4.1(a).

                  "Projections": as defined in Section 6.2(c).

                  "Property": any right or interest in or to property of any
kind whatsoever, whether real, personal or mixed and whether tangible or
intangible, including, without limitation, Capital Stock.

                  "Quail Tools": Quail Tools, L.P. an Oklahoma limited
partnership.

                  "Qualified Counterparty": with respect to any Specified Hedge
Agreement, any counterparty thereto that, at the time such Specified Hedge
Agreement was entered into, was a Lender or an affiliate of a Lender.

                  "Recovery Event": any settlement of or payment in respect of
any property or casualty insurance claim or any condemnation proceeding relating
to any asset of the Borrower or any of its Subsidiaries.

                  "Refinancing": as defined in the preamble hereto.

                  "Register": as defined in Section 10.6(d).

                  "Regulation U": Regulation U of the Board as in effect from
time to time.

                  "Reimbursement Obligation": the obligation of the Borrower to
reimburse each Issuing Lender pursuant to Section 3.5 for amounts drawn under
Letters of Credit issued by such Issuing Lender.

                  "Reinvestment Deferred Amount": with respect to any
Reinvestment Event, the aggregate Net Cash Proceeds received by the Borrower or
any of its Subsidiaries in connection therewith that are not applied to prepay
the Loans pursuant to Section 2.11(b) as a result of the delivery of a
Reinvestment Notice.
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                  "Reinvestment Event": any Asset Sale or Recovery Event in
respect of which the Borrower has delivered a Reinvestment Notice.

                  "Reinvestment Notice": a written notice executed by a
Responsible Officer stating that no Event of Default has occurred and is
continuing and that the Borrower (directly or indirectly through a Subsidiary)
intends and expects to use all or a specified portion of the Net Cash Proceeds
of an Asset Sale or Recovery Event to acquire assets useful in its business
and/or to repair the affected asset, as applicable.

                  "Reinvestment Prepayment Amount": with respect to any
Reinvestment Event, the Reinvestment Deferred Amount relating thereto less any
amount expended prior to the relevant Reinvestment Prepayment Date (or
contractually committed prior to such date to be expended within 6 months of



such date), and in any event expended prior to the date on which the Borrower
would otherwise be required to apply such Reinvestment Deferred Amount to repay
any other Indebtedness of the Borrower, to acquire assets useful in the
Borrower's business.

                  "Reinvestment Prepayment Date": with respect to any
Reinvestment Event, the earlier of (a) the date occurring twelve months after
such Reinvestment Event and (b) the date on which the Borrower shall have
determined not to, or shall have otherwise ceased to, acquire assets useful in
the Borrower's business with all or any portion of the relevant Reinvestment
Deferred Amount.

                  "Related Fund": with respect to any Lender, any fund that (x)
invests in commercial loans and (y) is managed or advised by the same investment
advisor or an affiliate thereof as such Lender, by such Lender or an Affiliate
of such Lender.

                  "Rental Equipment": as defined in Schedule 1.1(a).

                  "Reorganization": with respect to any Multiemployer Plan, the
condition that such plan is in reorganization within the meaning of Section 4241
of ERISA.

                  "Reportable Event": any of the events set forth in Section
4043(c) of ERISA, other than those events as to which the thirty day notice
period is waived under subsections .27, .28, .29, .30, .31, .32, .34 or .35 of
PBGC Reg. Section 4043.

                  "Required Lenders": at any time, the holders of more than 50%
of (a) until the Closing Date, the Commitments and (b) thereafter, the sum of
(i) the aggregate unpaid principal amount of the Term Loans then outstanding and
the aggregate amount of Available Term Loan Commitments then in effect and (ii)
the Total Revolving Credit Commitments then in effect or, if the Revolving
Credit Commitments have been terminated, the Total Revolving Extensions of
Credit then outstanding.

                  "Required Prepayment Lenders": the Majority Facility Lenders
in respect of each Facility.

                  "Requirement of Law": as to any Person, the Certificate of
Incorporation and By-Laws or other organizational or governing documents of such
Person, and any law, treaty,
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rule or regulation or determination of an arbitrator or a court or other
Governmental Authority, in each case applicable to or binding upon such Person
or any of its Property or to which such Person or any of its Property is
subject.

                  "Responsible Officer": the chief executive officer, president,
chief financial officer or treasurer of the Borrower, but in any event, with
respect to financial matters, the chief financial officer of the Borrower.

                  "Restricted Payments": as defined in Section 7.6.

                  "Revolving Credit Commitment": as to any Lender, the
obligation of such Lender, if any, to make Revolving Credit Loans and
participate in Letters of Credit, in an aggregate principal and/or face amount
not to exceed the amount set forth under the heading "Revolving Credit
Commitment" opposite such Lender's name on Schedule 1 to the Lender Addendum
delivered by such Lender, or, as the case may be, in the Assignment and
Acceptance pursuant to which such Lender became a party hereto, as the same may
be changed from time to time pursuant to the terms hereof. The original
aggregate amount of the Total Revolving Credit Commitments is $50,000,000.

                  "Revolving Credit Commitment Period": the period from and
including the Closing Date to the Revolving Credit Termination Date.

                  "Revolving Credit Facility": as defined in the definition of
"Facility" in this Section 1.1.

                  "Revolving Credit Facility Collateral": as defined in the
Guarantee and Collateral Agreement.

                  "Revolving Credit Lender": each Lender that has a Revolving



Credit Commitment or that is the holder of Revolving Credit Loans.

                  "Revolving Credit Loans": as defined in Section 2.4.

                  "Revolving Credit Note": as defined in Section 2.7.

                  "Revolving Credit Percentage": as to any Revolving Credit
Lender at any time, the percentage which such Lender's Revolving Credit
Commitment then constitutes of the Total Revolving Credit Commitments (or, at
any time after the Revolving Credit Commitments shall have expired or
terminated, the percentage which the aggregate amount of such Lender's Revolving
Extensions of Credit then outstanding constitutes the amount of the Total
Revolving Extensions of Credit then outstanding).

                  "Revolving Credit Termination Date": October 10, 2006.

                  "Revolving Extensions of Credit": as to any Revolving Credit
Lender at any time, an amount equal to the sum of (a) the aggregate principal
amount of all Revolving Credit Loans made by such Lender then outstanding and
(b) such Lender's Revolving Credit Percentage of the L/C Obligations then
outstanding.
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                  "SEC": the Securities and Exchange Commission (or successors
thereto or an analogous Governmental Authority).

                  "Secured Parties": as defined in the Guarantee and Collateral
Agreement.

                  "Security Documents": the collective reference to the
Guarantee and Collateral Agreement, the Mortgages, the Lockbox Agreements, the
Control Agreements and all other security documents hereafter delivered to the
Collateral Agent granting a Lien on any Property of any Person to secure the
obligations and liabilities of any Loan Party under any Loan Document.

                  "Senior Note Indenture": the Indenture entered into by the
Borrower and certain of its Subsidiaries in connection with the issuance of the
Senior Notes, together with all instruments and other agreements entered into by
the Borrower or such Subsidiaries in connection therewith, as the same may be
amended, supplemented or otherwise modified from time to time in accordance with
Section 7.9.

                  "Senior Notes": the $175,000,000 aggregate principal amount of
senior unsecured notes of the Borrower issued on the Closing Date pursuant to
the Senior Note Indenture.

                  "Single Employer Plan": any Plan that is covered by Title IV
of ERISA, but which is not a Multiemployer Plan.

                  "Solvent": with respect to any Person, as of any date of
determination, (a) the amount of the "present fair saleable value" of the assets
of such Person will, as of such date, exceed the amount of all "liabilities of
such Person, contingent or otherwise", as of such date, as such quoted terms are
determined in accordance with applicable federal and state laws governing
determinations of the insolvency of debtors, (b) the present fair saleable value
of the assets of such Person will, as of such date, be greater than the amount
that will be required to pay the probable liability of such Person on its debts
as such debts become absolute and matured, (c) such Person will not have, as of
such date, an unreasonably small amount of capital with which to conduct its
business, and (d) such Person will be able to pay its debts as they mature. For
purposes of this definition, (i) "debt" means liability on a "claim", and (ii)
"claim" means any (x) right to payment, whether or not such a right is reduced
to judgment, liquidated, unliquidated, fixed, contingent, matured, unmatured,
disputed, undisputed, legal, equitable, secured or unsecured or (y) right to an
equitable remedy for breach of performance if such breach gives rise to a right
to payment, whether or not such right to an equitable remedy is reduced to
judgment, fixed, contingent, matured or unmatured, disputed, undisputed, secured
or unsecured.

                  "Specified Change of Control": a "Change of Control", or like
event, as defined in any of the Indentures.

                  "Specified Hedge Agreement": any Hedge Agreement entered into
by the Borrower or any Subsidiary Guarantor and any Qualified Counterparty which
has been designated as a Specified Hedge Agreement pursuant to a notice given by
the Borrower and such Qualified Counterparty to the Designated Agents within 60



days after such Hedge Agreement is entered into.
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                  "Specified Personal Property": any Property of the Borrower or
any Subsidiary Guarantor as to which the security interest of the Collateral
Agent may be perfected by (i) filing financing statements under the Uniform
Commercial Code, (ii) filings in the U.S. Patent and Trademark office, (iii)
recording of a U.S. vessel mortgage or (iv) possession or "Control" (as defined
in Section 8-106 of the New York Uniform Commercial Code) thereof in the United
States, with respect to any personal property (other than "Goods", as defined in
Section 9-102 of the New York Uniform Commercial Code) in which a security
interest may be so perfected.

                  "Subsidiary": as to any Person, a corporation, partnership,
limited liability company or other entity of which shares of stock or other
ownership interests having ordinary voting power (other than stock or such other
ownership interests having such power only by reason of the happening of a
contingency) to elect a majority of the board of directors or other managers of
such corporation, partnership or other entity are at the time owned or otherwise
controlled, directly or indirectly through one or more intermediaries, or both,
by such Person. Unless otherwise qualified, all references to a "Subsidiary" or
to "Subsidiaries" in this Agreement shall refer to a Subsidiary or Subsidiaries
of the Borrower.

                  "Subsidiary Guarantor": (i) each Material Subsidiary of the
Borrower, (ii) Quail USA, LLC and (iii) for so long as it is a guarantor of the
Senior Notes or the 10.125% Senior Notes, Parker Drilling Offshore
International, Inc.

                  "Supporting Letter of Credit": as defined in Section 3.10.

                  "10.125% Senior Notes": the Borrower's 10.125% Senior Notes
due November 2009.

                  "10.125% Senior Notes Indenture": the Indenture, dated as of
May 2, 2002, in respect of the 10.125% Senior Notes, together with all
instruments and other agreements entered into by the Borrower or its
Subsidiaries in connection therewith, as the same may be amended, supplemented
or otherwise modified from time to time in accordance with Section 7.9.

                   "Term Loan Commitment": as to any Lender, the obligation of
such Lender, if any, to make Term Loans to the Borrower hereunder in a principal
amount not to exceed the amount set forth under the heading "Term Loan
Commitment" opposite such Lender's name on Schedule 1 to the Lender Addendum
delivered by such Lender, or, as the case may be, in the Assignment and
Acceptance pursuant to which such Lender became a party hereto, as the same may
be changed from time to time pursuant to the terms hereof. The original
aggregate amount of the Term Loan Commitments is $100,000,000.

                  "Term Loan Facility": as defined in the definition of
"Facility" in this Section 1.1.

                  "Term Loan Facility Collateral": as defined in the Guarantee
and Collateral Agreement.

                  "Term Loan Lender": each Lender that has a Term Loan
Commitment or is the holder of a Term Loan.
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                  "Term Loan Percentage": as to any Term Loan Lender at any
time, the percentage which such Lender's Term Loan Commitment then constitutes
of the aggregate Term Loan Commitments (or, at any time after the Closing Date,
the percentage which the aggregate principal amount of such Lender's Term Loans
then outstanding plus such Lender's Available Term Loan Commitment then in
effect constitutes of the aggregate principal amount of the Term Loans then
outstanding plus the aggregate amount of the Available Term Loan Commitments
then in effect).

                  "Term Loans": the collective reference to the Initial Term
Loans and the Delayed Draw Term Loans.

                  "Total Revolving Credit Commitments": at any time, the
aggregate amount of the Revolving Credit Commitments then in effect.



                  "Total Revolving Extensions of Credit": at any time, the
aggregate amount of the Revolving Extensions of Credit of the Revolving Credit
Lenders outstanding at such time.

                  "Transferee": as defined in Section 10.15.

                  "Type": as to any Loan, its nature as a Base Rate Loan or a
Eurodollar Loan.

                  "Unused Investment Basket Amount": on any date of
determination, an amount equal to the sum of (a) the difference of (i)
$15,000,000 minus (ii) the aggregate amount of Investments made by the Borrower
and the Subsidiary Guarantors in any other Subsidiaries pursuant to Section
7.8(l) during the period commencing on the Closing Date and ending on such date
of determination (the "Determination Period") and (b) the cumulative amount
repaid (whether by loan repayments, dividends, distributions or otherwise)
during the Determination Period by such other Subsidiaries to the Borrower or
the Subsidiary Guarantors in respect of such Investments.

                  "Wholly Owned Subsidiary": as to any Person, any other Person
all of the Capital Stock of which (other than directors' qualifying shares
required by law) is owned by such Person directly and/or through other Wholly
Owned Subsidiaries.

                  "Wholly Owned Subsidiary Guarantor": any Subsidiary Guarantor
that is a Wholly Owned Subsidiary of the Borrower.

                  1.2      Other Definitional Provisions. (a) Unless otherwise
specified therein, all terms defined in this Agreement shall have the defined
meanings when used in the other Loan Documents or any certificate or other
document made or delivered pursuant hereto or thereto.

                  (b) As used herein and in the other Loan Documents, and any
certificate or other document made or delivered pursuant hereto or thereto,
accounting terms relating to the Borrower and its Subsidiaries not defined in
Section 1.1 and accounting terms partly defined in Section 1.1, to the extent
not defined, shall have the respective meanings given to them under GAAP.
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                  (c) The words "hereof", "herein" and "hereunder" and words of
similar import when used in this Agreement shall refer to this Agreement as a
whole and not to any particular provision of this Agreement, and Section,
Schedule and Exhibit references are to this Agreement unless otherwise
specified.

                  (d) The meanings given to terms defined herein shall be
equally applicable to both the singular and plural forms of such terms.

                  (e) All calculations of financial ratios set forth in Section
7.1 and the calculation of the Consolidated Leverage Ratio for purposes of
determining the Applicable Margin shall be calculated to the same number of
decimal places as the relevant ratios are expressed in and shall be rounded
upward if the number in the decimal place immediately following the last
calculated decimal place is five or greater. For example, if the relevant ratio
is to be calculated to the hundredth decimal place and the calculation of the
ratio is 5.126, the ratio will be rounded up to 5.13.

                   SECTION 2. AMOUNT AND TERMS OF COMMITMENTS

                  2.1      Term Loan Commitments. Subject to the terms and
conditions hereof, (a) the Term Loan Lenders severally agree to make term loans
(each, an "Initial Term Loan") to the Borrower on the Closing Date in an amount
for each Term Loan Lender not to exceed one-half of the amount of the Term Loan
Commitment of such Lender and (b) the Term Loan Lenders severally agree to make
term loans (each, a "Delayed Draw Term Loan") to the Borrower on such date (the
"Delayed Draw Borrowing Date") during the Delayed Draw Commitment Period as the
Borrower shall determine and shall notify to the Administrative Agent in
accordance with Section 2.2 and in an amount not to exceed the Available Term
Loan Commitment of such Lender. The amount of the net proceeds of the Initial
Term Loans funded to the Borrower will be equal to the difference of (i) the
principal amount thereof requested by the Borrower in accordance with Section
2.2 minus (ii) $1,000,000. The Term Loans may from time to time be Eurodollar
Loans or Base Rate Loans, as determined by the Borrower and notified to the
Administrative Agent in accordance with Sections 2.2 and 2.12.



                  2.2      Procedure for Term Loan Borrowing. The Borrower shall
deliver to the Administrative Agent a Borrowing Notice (which Borrowing Notice
must be received by the Administrative Agent prior to 10:00 A.M. (in the case of
the Initial Term Loans) or 12:00 Noon (in the case of the Delayed Draw Term
Loans), New York City time, (i) three Business Days prior to the Closing Date or
the Delayed Draw Borrowing Date, as applicable, in the case of Eurodollar Loans,
and (ii) one Business Day prior to the Closing Date or the Delayed Draw
Borrowing Date, as applicable, in the case of Base Rate Loans) requesting that
the Term Loan Lenders make the Initial Term Loans on the Closing Date or the
Delayed Draw Term Loans on the Delayed Draw Borrowing Date, as the case may be.
The Initial Term Loans and, if the Delayed Draw Borrowing Date occurs within 5
days of the Closing Date, the Delayed Draw Loans, shall initially be Base Rate
Loans, and no Term Loan may be converted into a Eurodollar Loan prior to the
date which is 5 days after the Closing Date. Upon receipt of such Borrowing
Notice the Administrative Agent shall promptly notify each Term Loan Lender
thereof. Not later than 12:00 Noon, New York City time, on the Closing Date or
the Delayed Draw Borrowing Date, as applicable, each Term Loan Lender shall make
available to the
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Administrative Agent at the Funding Office an amount in immediately available
funds equal to the relevant Term Loan or Term Loans to be made by such Lender.
The Administrative Agent shall make available to the Borrower the aggregate of
the amounts made available to the Administrative Agent by the Term Loan Lenders,
in like funds as received by the Administrative Agent.

                  2.3      Repayment of Term Loans. The Term Loans of each Term
Loan Lender shall mature in 13 consecutive quarterly installments, commencing on
September 30, 2004, each of which shall be in an amount equal to such Lender's
Term Loan Percentage multiplied by the percentage set forth below opposite such
installment of the initial aggregate principal amount of the Initial Term Loans
plus the initial aggregate principal amount of the Delayed Draw Term Loans
(without giving effect to any discount at which the Term Loans are funded):

<TABLE>
<CAPTION>
    Installment                 Percentage
    -----------                 ----------
<S>                             <C>
September 30, 2004                    1%
December 31, 2004                  0.25%
March 31, 2005                     0.25%
June 30, 2005                      0.25%
September 30, 2005                 0.25%
December 31, 2005                  0.25%
March 31, 2006                     0.25%
June 30, 2006                      0.25%
September 30, 2006                 0.25%
December 31, 2006                 24.00%
March 31, 2007                    24.00%
June 30, 2007                     24.00%
October 10, 2007                  25.00%
</TABLE>

                  2.4      Revolving Credit Commitments. (a) Subject to the
terms and conditions hereof, the Revolving Credit Lenders severally agree to
make revolving credit loans ("Revolving Credit Loans") to the Borrower from time
to time during the Revolving Credit Commitment Period in an aggregate principal
amount at any one time outstanding for each Revolving Credit Lender which, when
added to such Lender's Revolving Credit Percentage of the L/C Obligations then
outstanding, does not exceed the amount of such Lender's Revolving Credit
Commitment; provided that after giving effect to the making of each Revolving
Credit Loan and the immediate application of the proceeds thereof, the Total
Revolving Extensions of Credit shall not exceed the Borrowing Base at such time.
During the Revolving Credit Commitment Period the Borrower may use the Revolving
Credit Commitments by borrowing, prepaying the Revolving Credit Loans in whole
or in part, and reborrowing, all in accordance with the terms and conditions
hereof. The Revolving Credit Loans may from time to time be Eurodollar Loans or
Base Rate Loans, as determined by the Borrower and notified to the
Administrative Agent in accordance with Sections 2.5 and 2.12, provided that no
Revolving Credit Loan shall be made as a Eurodollar Loan after the day that is
one month prior to the Revolving Credit Termination Date.
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                  (b) The Borrower shall repay all outstanding Revolving Credit
Loans on the Revolving Credit Termination Date.

                  2.5      Procedure for Revolving Credit Borrowing. The
Borrower may borrow under the Revolving Credit Commitments on any Business Day
during the Revolving Credit Commitment Period, provided that the Borrower shall
deliver to the Administrative Agent a Borrowing Notice (which Borrowing Notice
must be received by the Administrative Agent prior to 12:00 Noon (or 11:00 A.M.
in the case of Base Rate Loans if a Dominion Event shall have occurred and no
Dominion Termination Event shall have subsequently occurred), New York City
time, (a) three Business Days prior to the requested Borrowing Date, in the case
of Eurodollar Loans, or (b) one Business Day prior to the requested Borrowing
Date (or on the requested Borrowing Date if a Dominion Event shall have occurred
and no Dominion Termination Event shall have subsequently occurred), in the case
of Base Rate Loans). Each borrowing of Revolving Credit Loans that are
Eurodollar Loans shall be in an amount equal to $500,000 or a whole multiple of
$100,000 in excess thereof. Upon receipt of any such Borrowing Notice from the
Borrower, the Administrative Agent shall promptly notify each Revolving Credit
Lender thereof. Each Revolving Credit Lender will make its Revolving Credit
Percentage of the amount of each borrowing of Revolving Credit Loans available
to the Administrative Agent for the account of the Borrower at the Funding
Office prior to 3:00 P.M., New York City time, on the Borrowing Date requested
by the Borrower in funds immediately available to the Administrative Agent. Such
borrowing will then be made available to the Borrower by the Administrative
Agent in like funds as received by the Administrative Agent.

                  2.6      Borrowing Base Calculations; Inclusion of Assets in
Borrowing Base. (a) Based on the most recent Borrowing Base Certificate
delivered by the Borrower to the Designated Agents, the Collateral Agent (in
consultation with the Administrative Agent) shall in its good faith credit
judgment determine which Accounts and Rental Equipment shall be "Eligible
Accounts" and "Eligible Rental Equipment," respectively, for purposes of this
Agreement, utilizing the criteria set forth on Schedule 1.1(a).

                  (b) Concurrently with delivery by the Borrower to the
Collateral Agent of any notice pursuant to the definition of "Specified Hedge
Agreement" in Section 1.1 designating any Hedge Agreement as a "Specified Hedge
Agreement", and not less frequently than monthly thereafter, the Borrower will
deliver to the Collateral Agent a report from the relevant counterparty setting
forth the "mark-to-market" value of such Hedge Agreement, determined in
accordance with procedures customary in the relevant market. The Collateral
Agent will calculate from time to time the net amount of the "mark-to-market"
values of all Specified Hedge Agreements on the basis of such counterparty
report, and if such net amount is unfavorable to the Borrower (i.e., the
Borrower would owe a net amount under all Specified Hedge Agreements if all
Specified Hedge Agreements were terminated on such date), the Collateral Agent
will establish a Reserve in an amount equal to such net unfavorable amount, and
will maintain such Reserve until the next determination by the Collateral Agent
pursuant to this paragraph.

                  2.7      Repayment of Loans; Evidence of Debt. (a) The
Borrower hereby unconditionally promises to pay to the Administrative Agent for
the account of the appropriate Revolving Credit Lender or Term Loan Lender, as
the case may be, (i) the then unpaid principal
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amount of each Revolving Credit Loan of such Revolving Credit Lender on the
Revolving Credit Termination Date (or on such earlier date on which the Loans
become due and payable pursuant to Section 8), and (ii) the principal amount of
each Term Loan of such Term Loan Lender in installments according to the
amortization schedule set forth in Section 2.3 (or on such earlier date on which
the Loans become due and payable pursuant to Section 8). The Borrower hereby
further agrees to pay interest on the unpaid principal amount of the Loans from
time to time outstanding from the date hereof until payment in full thereof at
the rates per annum, and on the dates, set forth in Section 2.14. The Borrower
agrees that, if a Dominion Event shall have occurred (unless a Dominion
Termination Event has occurred subsequently and is continuing), the Collateral
Agent may (and the Collateral Agent hereby agrees that it shall) (i) cause each
bank that maintains any account subject to a Control Agreement or a Lockbox
Agreement to transfer, on a daily basis, all collected funds in any such account
to a Concentration Account and (ii) apply any amounts on deposit in a
Concentration Account to repay Revolving Credit Loans whenever any Revolving
Credit Loans are outstanding.

                  (b) Each Lender shall maintain in accordance with its usual



practice an account or accounts evidencing indebtedness of the Borrower to such
Lender resulting from each Loan of such Lender from time to time, including the
amounts of principal and interest payable and paid to such Lender from time to
time under this Agreement.

                  (c) The Administrative Agent, on behalf of the Borrower, shall
maintain the Register pursuant to Section 10.6(d), and a subaccount therein for
each Lender, in which shall be recorded (i) the amount of each Loan made
hereunder and any Note evidencing such Loan, the Type of such Loan and each
Interest Period applicable thereto, (ii) the amount of any principal or interest
due and payable or to become due and payable from the Borrower to each Lender
hereunder and (iii) both the amount of any sum received by the Administrative
Agent hereunder from the Borrower and each Lender's share thereof.

                  (d) The entries made in the Register and the accounts of each
Lender maintained pursuant to Section 2.7(b) shall, to the extent permitted by
applicable law, be prima facie evidence of the existence and amounts of the
obligations of the Borrower therein recorded; provided, however, that the
failure of any Lender or the Administrative Agent to maintain the Register or
any such account, or any error therein, shall not in any manner affect the
obligation of the Borrower to repay (with applicable interest) the Loans made to
the Borrower by such Lender in accordance with the terms of this Agreement.

                  (e) The Borrower agrees that, upon the request to the
Administrative Agent by any Lender, the Borrower will promptly execute and
deliver to such Lender a promissory note of the Borrower evidencing any Term
Loans or Revolving Credit Loans, as the case may be, of such Lender,
substantially in the forms of Exhibit G-1 or G-2, respectively (a "Term Note" or
"Revolving Credit Note", respectively), with appropriate insertions as to date
and principal amount; provided, that delivery of Notes shall not be a condition
precedent to the occurrence of the Closing Date or the making of the Loans on
the Closing Date.

                  2.8      Commitment Fees, etc. (a) The Borrower agrees to pay
to the Administrative Agent (i) for the account of each Revolving Credit Lender,
a commitment fee for the period from and including the Closing Date to the last
day of the Revolving Credit
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Commitment Period, computed at the Commitment Fee Rate on the average daily
amount of the Available Revolving Credit Commitment of such Lender during the
period for which payment is made, and (ii) for the account of each Term Loan
Lender, a commitment fee for the period from and including the Closing Date to
the earlier of (A) the Delayed Draw Borrowing Date and (B) the last day of the
Delayed Draw Commitment, computed at the Commitment Fee Rate on the average
daily amount of the Available Term Loan Commitment of such Lender during the
period for which payment is made, in each case payable quarterly in arrears on
the last day of each March, June, September and December and on the Revolving
Credit Termination Date (in the case of the Revolving Credit Commitments) or the
earlier of (x) the Delayed Draw Borrowing Date and (y) the last day of the
Delayed Draw Commitment Period (in the case of the Term Loan Commitments),
commencing on the first of such dates to occur after the date hereof.

                  (b) The Borrower agrees to pay to the Collateral Agent the
fees in the amounts and on the dates previously agreed to in writing by the
Borrower and the Collateral Agent.

                  (c) The Borrower agrees to pay to the Administrative Agent the
fees in the amounts and on the dates from time to time agreed to in writing by
the Borrower and the Administrative Agent.

                  2.9      Termination or Reduction of Credit Commitments. (a)
The Borrower shall have the right, upon not less than three Business Days'
notice to the Administrative Agent, to terminate the Revolving Credit
Commitments or, from time to time, to reduce the aggregate amount of the
Revolving Credit Commitments; provided that no such termination or reduction of
Revolving Credit Commitments shall be permitted if, after giving effect thereto
and to any prepayments of the Revolving Credit Loans made on the effective date
thereof, the Total Revolving Extensions of Credit would exceed the Total
Revolving Credit Commitments. Any such reduction shall be in an amount equal to
$1,000,000, or a whole multiple thereof, and shall reduce permanently the
Revolving Credit Commitments then in effect.

                  (b) The Term Loan Commitments shall be automatically reduced
by $50,000,000 on the Closing Date (upon the making of the Initial Term Loans)



and shall be automatically terminated on the earlier of (i) the Delayed Draw
Borrowing Date (upon the making of the Delayed Draw Term Loans) and (ii) the
last day of the Delayed Draw Commitment Period.

                  2.10     Optional Prepayments. Subject to Consolidated
Liquidity being no less than $35,000,000 (after giving effect to such
prepayment), the Borrower may at any time and from time to time prepay the
Loans, in whole or in part, without premium or penalty (except as otherwise
provided herein), upon irrevocable notice delivered to the Administrative Agent
at least three Business Days prior thereto in the case of Eurodollar Loans and
at least one Business Day prior thereto in the case of Base Rate Loans, which
notice shall specify the date and amount of such prepayment, whether such
prepayment is of Term Loans or Revolving Credit Loans, and whether such
prepayment is of Eurodollar Loans or Base Rate Loans; provided, that if a
Eurodollar Loan is prepaid on any day other than the last day of the Interest
Period applicable thereto, the Borrower shall also pay any amounts owing
pursuant to Section 2.20. Upon receipt of any such notice the Administrative
Agent shall promptly notify each relevant Lender thereof. If any such notice is
given, the amount specified in such notice shall be due and payable on the date
specified therein, together with (except in the case of Revolving Credit Loans
that are Base
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Rate Loans) accrued interest to such date on the amount prepaid. Partial
prepayments of Term Loans and Revolving Credit Loans shall be in an aggregate
principal amount of $1,000,000 or a whole multiple thereof.

                  2.11     Mandatory Prepayments. (a) If, at any time during the
Revolving Credit Commitment Period, the amount of the Total Revolving Extensions
of Credit exceeds the lesser of (i) the Borrowing Base and (ii) the Total
Revolving Credit Commitments then in effect (whether as a result of the sale of
assets included in the Borrowing Base or otherwise), the Borrower shall, without
notice or demand, prepay, in accordance with this Section, the Revolving Credit
Loans in an aggregate principal amount equal to such excess, together (except in
the case of Revolving Credit Loans which are Base Rate Loans) with interest
accrued to the date of such payment or prepayment; provided that if the
aggregate principal amount of Revolving Credit Loans then outstanding is less
than the amount of such excess (because L/C Obligations constitute a portion
thereof), the Borrower shall, to the extent of the balance of such excess,
replace outstanding Letters of Credit and/or cash collateralize such Letters of
Credit in the manner described in Section 3.10(ii).

                  (b) Unless the Required Prepayment Lenders shall otherwise
agree, if any Capital Stock shall be issued, or Indebtedness incurred, by the
Borrower or any of its Subsidiaries (excluding any Indebtedness incurred in
accordance with Section 7.2), then on the date of such issuance or incurrence,
the Loans shall be prepaid by an amount equal to the amount of the Net Cash
Proceeds of such issuance or incurrence, as set forth in Section 2.11(e). The
provisions of this Section do not constitute a consent to the issuance of any
equity securities by any entity whose equity securities are pledged pursuant to
the Guarantee and Collateral Agreement, or a consent to the incurrence of any
Indebtedness by the Borrower or any of its Subsidiaries.

                  (c) Unless the Required Prepayment Lenders shall otherwise
agree, if on any date the Borrower or any of its Subsidiaries shall receive Net
Cash Proceeds from any Asset Sale or Recovery Event (except (i) a Recovery Event
in respect of any asset held in connection with the continuing operations of the
Borrower and (ii) any Asset Sale pursuant to Section 7.5(f), in each case to the
extent that a Reinvestment Notice shall be delivered in respect thereof), then
on the date of receipt by the Borrower of such Net Cash Proceeds, the Loans
shall be prepaid by an amount equal to the amount of such Net Cash Proceeds, as
set forth in Section 2.11(e); provided, that, notwithstanding the foregoing, (i)
on each Reinvestment Prepayment Date the Loans shall be prepaid by an amount
equal to the Reinvestment Prepayment Amount with respect to the relevant
Reinvestment Event, as set forth in Section 2.11(e) and (ii) so long as no
Revolving Credit Loans are outstanding at the time of receipt thereof, Net Cash
Proceeds of Asset Sales and Recovery Events (other than in respect of [Nigerian
Rig]) in an aggregate amount not to exceed $50,000,000 shall not be required to
be reinvested or applied toward prepayment of the Term Loans to the extent that
an amount of other cash of the Borrower equal to the amount of such Net Cash
Proceeds plus $10,000,000 has been used or is used at such time to prepay the
Existing Convertible Notes or has been placed or is placed at such time in
escrow (pursuant to documentation reasonably satisfactory to the Designated
Agents) for such purpose. The provisions of this Section do not constitute a
consent to the consummation of any Disposition not permitted by Section 7.5.
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                  (d) Unless the Required Prepayment Lenders shall otherwise
agree, if, for any fiscal year of the Borrower commencing with the fiscal year
ending December 31, 2004, there shall be Excess Cash Flow, then, on the relevant
Excess Cash Flow Application Date, the Loans shall be prepaid by an amount equal
to 75% of such Excess Cash Flow, as set forth in Section 2.11(e). Each such
prepayment shall be made on a date (an "Excess Cash Flow Application Date") no
later than fifteen days after the earlier of (i) the date on which the financial
statements of the Borrower referred to in Section 6.1(a), for the fiscal year
with respect to which such prepayment is made, are required to be delivered to
the Lenders and (ii) the date such financial statements are actually delivered.

                  (e) Amounts to be applied in connection with prepayments and
Commitment reductions made pursuant to paragraphs (b), (c) and (d) of this
Section shall be applied, first, to the prepayment of the Term Loans and,
second, to the prepayment of the Revolving Credit Loans, in each case as
provided in Section 2.17.

                  2.12     Conversion and Continuation Options. (a) The Borrower
may elect from time to time to convert Eurodollar Loans to Base Rate Loans by
giving the Administrative Agent at least two Business Days' prior irrevocable
notice of such election, provided that any such conversion of Eurodollar Loans
may be made only on the last day of an Interest Period with respect thereto. The
Borrower may elect from time to time to convert Base Rate Loans to Eurodollar
Loans by giving the Administrative Agent at least three Business Days' prior
irrevocable notice of such election (which notice shall specify the length of
the initial Interest Period therefor), provided that no Base Rate Loan under a
particular Facility may be converted into a Eurodollar Loan (i) when any Event
of Default has occurred and is continuing and the Administrative Agent has, or
the Majority Facility Lenders in respect of such Facility have, determined in
its or their sole discretion not to permit such conversions or (ii) after the
date that is one month prior to the final scheduled termination or maturity date
of such Facility. Upon receipt of any such notice the Administrative Agent shall
promptly notify each relevant Lender thereof.

                  (b) The Borrower may elect to continue any Eurodollar Loan as
such upon the expiration of the then current Interest Period with respect
thereto by giving irrevocable notice to the Administrative Agent, in accordance
with the applicable provisions of the term "Interest Period" set forth in
Section 1.1, of the length of the next Interest Period to be applicable to such
Loans, provided that no Eurodollar Loan under a particular Facility may be
continued as such (i) when any Event of Default has occurred and is continuing
and the Administrative Agent has, or the Majority Facility Lenders in respect of
such Facility have, determined in its or their sole discretion not to permit
such continuations or (ii) after the date that is one month prior to the final
scheduled termination or maturity date of such Facility, and provided, further,
that if the Borrower shall fail to give any required notice as described above
in this paragraph or if such continuation is not permitted pursuant to the
preceding proviso, such Loans shall be converted automatically to Base Rate
Loans on the last day of such then expiring Interest Period. Upon receipt of any
such notice the Administrative Agent shall promptly notify each relevant Lender
thereof.

                  2.13     Minimum Amounts and Maximum Number of Eurodollar
Tranches. Notwithstanding anything to the contrary in this Agreement, all
borrowings, conversions,
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continuations and optional prepayments of Eurodollar Loans and all selections of
Interest Periods shall be in such amounts and be made pursuant to such elections
so that, (a) after giving effect thereto, the aggregate principal amount of the
Eurodollar Loans comprising each Eurodollar Tranche under the Term Loan Facility
shall be equal to $5,000,000 or a whole multiple of $1,000,000 in excess thereof
and (b) no more than ten Eurodollar Tranches shall be outstanding at any one
time (no more than five of which shall be outstanding under the Revolving Credit
Facility).

                  2.14     Interest Rates and Payment Dates. (a) Each Eurodollar
Loan shall bear interest for each day during each Interest Period with respect
thereto at a rate per annum equal to the Eurodollar Rate determined for such day
plus the Applicable Margin in effect for such day.

                  (b) Each Base Rate Loan shall bear interest for each day on



which it is outstanding at a rate per annum equal to the Base Rate in effect for
such day plus the Applicable Margin in effect for such day.

                  (c) (i) If all or a portion of the principal amount of any
Loan or Reimbursement Obligation shall not be paid when due (whether at the
stated maturity, by acceleration or otherwise), all outstanding Loans and
Reimbursement Obligations (whether or not overdue) (to the extent legally
permitted) shall bear interest at a rate per annum that is equal to (x) in the
case of the Loans, the rate that would otherwise be applicable thereto pursuant
to the foregoing provisions of this Section plus 2% or (y) in the case of
Reimbursement Obligations, the rate applicable to Base Rate Loans under the
Revolving Credit Facility plus 2%, and (ii) if all or a portion of any interest
payable on any Loan or Reimbursement Obligation or any commitment fee or other
amount payable hereunder shall not be paid when due (whether at the stated
maturity, by acceleration or otherwise), such overdue amount shall bear interest
at a rate per annum equal to the rate then applicable to Base Rate Loans under
the relevant Facility plus 2% (or, in the case of any such other amounts that do
not relate to a particular Facility, the rate then applicable to Base Rate Loans
under the Revolving Credit Facility plus 2%), in each case, with respect to
clauses (i) and (ii) above, from the date of such non-payment until such amount
is paid in full (after as well as before judgment).

                  (d) Interest shall be payable in arrears on each Interest
Payment Date, provided that interest accruing pursuant to paragraph (c) of this
Section shall be payable from time to time on demand.

                  2.15     Computation of Interest and Fees. (a) Interest, fees,
commissions payable pursuant hereto shall be calculated on the basis of a
360-day year for the actual days elapsed, except that, with respect to Base Rate
Loans on which interest is calculated on the basis of the Prime Rate, the
interest thereon shall be calculated on the basis of a 365- (or 366-, as the
case may be) day year for the actual days elapsed. The Administrative Agent
shall as soon as practicable notify the Borrower and the relevant Lenders of
each determination of a Eurodollar Rate. Any change in the interest rate on a
Loan resulting from a change in the Base Rate or the Eurocurrency Reserve
Requirements shall become effective as of the opening of business on the day on
which such change becomes effective. The Administrative Agent shall as soon as
practicable notify the Borrower and the relevant Lenders of the effective date
and the amount of each such change in interest rate.
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                  (b) Each determination of an interest rate by the
Administrative Agent pursuant to any provision of this Agreement shall be
conclusive and binding on the Borrower and the Lenders in the absence of
manifest error. The Administrative Agent shall, at the request of the Borrower,
deliver to the Borrower a statement showing the quotations used by the
Administrative Agent in determining any interest rate pursuant to Section
2.15(a).

                  2.16     Inability to Determine Interest Rate. If prior to the
first day of any Interest Period:

                  (a) the Administrative Agent shall have determined (which
determination shall be conclusive and binding upon the Borrower) that, by reason
of circumstances affecting the relevant market, adequate and reasonable means do
not exist for ascertaining the Eurodollar Rate for such Interest Period, or

                  (b) the Administrative Agent shall have received notice from
the Majority Facility Lenders in respect of the relevant Facility that the
Eurodollar Rate determined or to be determined for such Interest Period will not
adequately and fairly reflect the cost to such Lenders (as conclusively
certified by such Lenders) of making or maintaining their affected Loans during
such Interest Period,

the Administrative Agent shall give telecopy or telephonic notice thereof to the
Borrower and the relevant Lenders as soon as practicable thereafter. If such
notice is given (x) any Eurodollar Loans under the relevant Facility requested
to be made on the first day of such Interest Period shall be made as Base Rate
Loans, (y) any Loans under the relevant Facility that were to have been
converted on the first day of such Interest Period to Eurodollar Loans shall be
continued as Base Rate Loans and (z) any outstanding Eurodollar Loans under the
relevant Facility shall be converted, on the last day of the then current
Interest Period with respect thereto, to Base Rate Loans. Until such notice has
been withdrawn by the Administrative Agent, no further Eurodollar Loans under
the relevant Facility shall be made or continued as such, nor shall the Borrower



have the right to convert Loans under the relevant Facility to Eurodollar Loans.

                  2.17     Pro Rata Treatment and Payments. (a) Each borrowing
by the Borrower from the Lenders hereunder, each payment by the Borrower on
account of any commitment fee or Letter of Credit fee, and any reduction of the
Commitments of the Lenders, shall be made pro rata according to the respective
Term Loan Percentages or Revolving Credit Percentages, as the case may be, of
the relevant Lenders.

                  (b) Each payment (including each prepayment) of principal or
interest in respect of the Term Loans shall be allocated among the Term Loan
Lenders pro rata based on the principal amount of the Term Loans held by such
Lenders, and such payments of principal shall be applied to the installments of
the Term Loans pro rata based on the remaining outstanding principal amount of
such installments. Amounts prepaid on account of the Term Loans may not be
reborrowed.

                  (c) Each payment (including each prepayment) by the Borrower
on account of principal of and interest on the Revolving Credit Loans shall be
made pro rata according to the respective outstanding principal amounts of the
Revolving Credit Loans then held by the
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Revolving Credit Lenders. Each payment in respect of Reimbursement Obligations
in respect of any Letter of Credit shall be made to the Issuing Lender that
issued such Letters of Credit.

                  (d) The application of any payment of Loans under any Facility
(including optional and mandatory prepayments) shall be made, first, to Base
Rate Loans under such Facility and, second, to Eurodollar Loans under such
Facility. Each payment of the Loans (except in the case of Revolving Credit
Loans that are Base Rate Loans) shall be accompanied by accrued interest to the
date of such payment on the amount paid.

                  (e) All payments (including prepayments) to be made by the
Borrower hereunder, whether on account of principal, interest, fees or
otherwise, shall be made without setoff or counterclaim and shall be made prior
to 12:00 Noon, New York City time, on the due date thereof to the Administrative
Agent, for the account of the relevant Lenders, at the Payment Office, in
Dollars and in immediately available funds. Any payment made by the Borrower
after 12:00 Noon, New York City time, on any Business Day shall be deemed to
have been on the next following Business Day. The Administrative Agent shall
distribute such payments to the Lenders promptly upon receipt in like funds as
received. If any payment hereunder (other than payments on the Eurodollar Loans)
becomes due and payable on a day other than a Business Day, such payment shall
be extended to the next succeeding Business Day. If any payment on a Eurodollar
Loan becomes due and payable on a day other than a Business Day, the maturity
thereof shall be extended to the next succeeding Business Day unless the result
of such extension would be to extend such payment into another calendar month,
in which event such payment shall be made on the immediately preceding Business
Day. In the case of any extension of any payment of principal pursuant to the
preceding two sentences, interest thereon shall be payable at the then
applicable rate during such extension.

                  (f) Unless the Administrative Agent shall have been notified
in writing by any Lender prior to a borrowing that such Lender will not make the
amount that would constitute its share of such borrowing available to the
Administrative Agent, the Administrative Agent may assume that such Lender is
making such amount available to the Administrative Agent, and the Administrative
Agent may, in reliance upon such assumption, make available to the Borrower a
corresponding amount. If such amount is not made available to the Administrative
Agent by the required time on the Borrowing Date therefor, such Lender shall pay
to the Administrative Agent, on demand, such amount with interest thereon at a
rate equal to the daily average Federal Funds Effective Rate for the period
until such Lender makes such amount immediately available to the Administrative
Agent. A certificate of the Administrative Agent submitted to any Lender with
respect to any amounts owing under this paragraph shall be conclusive in the
absence of manifest error. If such Lender's share of such borrowing is not made
available to the Administrative Agent by such Lender within three Business Days
after such Borrowing Date, the Administrative Agent shall also be entitled to
recover such amount with interest thereon at the rate per annum applicable to
Base Rate Loans under the relevant Facility, on demand, from the Borrower.

                  (g) Unless the Administrative Agent shall have been notified
in writing by the Borrower prior to the date of any payment due to be made by



the Borrower hereunder that the Borrower will not make such payment to the
Administrative Agent, the Administrative Agent may assume that the Borrower is
making such payment, and the Administrative Agent may, but
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shall not be required to, in reliance upon such assumption, make available to
the Lenders their respective pro rata shares of a corresponding amount. If such
payment is not made to the Administrative Agent by the Borrower within three
Business Days after such due date, the Administrative Agent shall be entitled to
recover, on demand, from each Lender to which any amount which was made
available pursuant to the preceding sentence, such amount with interest thereon
at the rate per annum equal to the daily average Federal Funds Effective Rate.
Nothing herein shall be deemed to limit the rights of the Administrative Agent
or any Lender against the Borrower.

                  (h) Notwithstanding any other provision of this Agreement or
any other Loan Document, any proceeds of any foreclosure or other realization by
the Collateral Agent in respect of any Collateral shall be applied as provided
in the Guarantee and Collateral Agreement.

                  2.18     Requirements of Law. (a) If the adoption of or any
change in any Requirement of Law or in the interpretation or application thereof
or compliance by any Lender with any request or directive (whether or not having
the force of law) from any central bank or other Governmental Authority made
subsequent to the date hereof:

                           (i)      shall subject any Lender to any tax of any
                                    kind whatsoever with respect to this
                                    Agreement, any Letter of Credit, any
                                    Application or any Eurodollar Loan made by
                                    it, or change the basis of taxation of
                                    payments to such Lender in respect thereof
                                    (except for Non-Excluded Taxes covered by
                                    Section 2.19 and changes in the rate of tax
                                    on the overall net income of such Lender);

                           (ii)     shall impose, modify or hold applicable any
                                    reserve, special deposit, compulsory loan or
                                    similar requirement against assets held by,
                                    deposits or other liabilities in or for the
                                    account of, advances, loans or other
                                    extensions of credit by, or any other
                                    acquisition of funds by, any office of such
                                    Lender that is not otherwise included in the
                                    determination of the Eurodollar Rate
                                    hereunder; or

                           (iii)    shall impose on such Lender any other
                                    condition;

and the result of any of the foregoing is to increase the cost to such Lender,
by an amount which such Lender deems to be material, of making, converting into,
continuing or maintaining Eurodollar Loans or issuing or participating in
Letters of Credit, or to reduce any amount receivable hereunder in respect
thereof, then, in any such case, the Borrower shall promptly pay such Lender,
upon its demand, any additional amounts necessary to compensate such Lender for
such increased cost or reduced amount receivable. If any Lender becomes entitled
to claim any additional amounts pursuant to this Section, it shall promptly
notify the Borrower (with a copy to the Administrative Agent) of the event by
reason of which it has become so entitled.

                  (b) If any Lender shall have determined that the adoption of
or any change in any Requirement of Law regarding capital adequacy or in the
interpretation or application thereof or compliance by such Lender or any
corporation controlling such Lender with any request or directive regarding
capital adequacy (whether or not having the force of law) from any
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Governmental Authority made subsequent to the date hereof shall have the effect
of reducing the rate of return on such Lender's or such corporation's capital as
a consequence of its obligations hereunder or under or in respect of any Letter
of Credit to a level below that which such Lender or such corporation could have
achieved but for such adoption, change or compliance (taking into consideration
such Lender's or such corporation's policies with respect to capital adequacy)



by an amount deemed by such Lender to be material, then from time to time, after
submission by such Lender to the Borrower (with a copy to the Administrative
Agent) of a written request therefor, the Borrower shall pay to such Lender such
additional amount or amounts as will compensate such Lender or such corporation
for such reduction.

                  (c) A certificate as to any additional amounts payable
pursuant to this Section submitted by any Lender to the Borrower (with a copy to
the Administrative Agent) shall be conclusive in the absence of manifest error.
The obligations of the Borrower pursuant to this Section shall survive the
termination of this Agreement and the payment of the Loans and all other amounts
payable hereunder.

                  2.19     Taxes. (a) All payments made by the Borrower under
this Agreement shall be made free and clear of, and without deduction or
withholding for or on account of, any present or future income, stamp or other
taxes, levies, imposts, duties, charges, fees, deductions or withholdings, now
or hereafter imposed, levied, collected, withheld or assessed by any
Governmental Authority, excluding net income taxes and franchise taxes imposed
on any Agent or any Lender as a result of a present or former connection between
such Agent or such Lender and the jurisdiction of the Governmental Authority
imposing such tax or any political subdivision or taxing authority thereof or
therein (other than any such connection arising solely from such Agent's or such
Lender's having executed, delivered or performed its obligations or received a
payment under, or enforced, this Agreement or any other Loan Document). If any
such non-excluded taxes, levies, imposts, duties, charges, fees, deductions or
withholdings ("Non-Excluded Taxes") or any Other Taxes are required to be
withheld from any amounts payable to any Agent or any Lender hereunder, the
amounts so payable to such Agent or such Lender shall be increased to the extent
necessary to yield to such Agent or such Lender (after payment of all
Non-Excluded Taxes and Other Taxes) interest or any such other amounts payable
hereunder at the rates or in the amounts specified in this Agreement; provided,
however, that the Borrower shall not be required to increase any such amounts
payable to any Lender with respect to any Non-Excluded Taxes (i) that are
attributable to such Lender's failure to comply with the requirements of
paragraph (d) or (e) of this Section or (ii) that are United States withholding
taxes imposed on amounts payable to such Lender at the time such Lender becomes
a party to this Agreement, except to the extent that such Lender's assignor (if
any) was entitled, at the time of assignment, to receive additional amounts from
the Borrower with respect to such Non-Excluded Taxes pursuant to this paragraph
(a).

                  (b) In addition, the Borrower shall pay any Other Taxes to the
relevant Governmental Authority in accordance with applicable law.

                  (c) Whenever any Non-Excluded Taxes or Other Taxes are payable
by the Borrower, as promptly as possible thereafter the Borrower shall send to
the Administrative Agent for the account of the relevant Agent or Lender, as the
case may be, a certified copy of an original official receipt received by the
Borrower showing payment thereof. If the Borrower
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fails to pay any Non-Excluded Taxes or Other Taxes when due to the appropriate
taxing authority or fails to remit to the Administrative Agent the required
receipts or other required documentary evidence, the Borrower shall indemnify
the Agents and the Lenders for any incremental taxes, interest or penalties that
may become payable by any Agent or any Lender as a result of any such failure.
The agreements in this Section shall survive the termination of this Agreement
and the payment of the Loans and all other amounts payable hereunder.

                  (d) Each Lender (or Transferee) that is not a citizen or
resident of the United States of America, a corporation, partnership or other
entity created or organized in or under the laws of the United States of America
(or any jurisdiction thereof), or any estate or trust that is subject to federal
income taxation regardless of the source of its income (a "Non-U.S. Lender")
shall deliver to the Borrower and the Administrative Agent (or, in the case of a
Participant, to the Lender from which the related participation shall have been
purchased) two copies of either U.S. Internal Revenue Service Form W-8BEN or
Form W-8ECI, or, in the case of a Non-U.S. Lender claiming exemption from U.S.
federal withholding tax under Section 871(h) or 881(c) of the Code with respect
to payments of "portfolio interest" a statement substantially in the form of
Exhibit I and a Form W-8BEN, or any subsequent versions thereof or successors
thereto properly completed and duly executed by such Non-U.S. Lender claiming
complete exemption from, or a reduced rate of, U.S. federal withholding tax on
all payments by the Borrower under this Agreement and the other Loan Documents.



Such forms shall be delivered by each Non-U.S. Lender on or before the date it
becomes a party to this Agreement (or, in the case of any Participant, on or
before the date such Participant purchases the related participation). In
addition, each Non-U.S. Lender shall deliver such forms promptly upon the
obsolescence or invalidity of any form previously delivered by such Non-U.S.
Lender. Each Non-U.S. Lender shall promptly notify the Borrower at any time it
determines that it is no longer in a position to provide any previously
delivered certificate to the Borrower (or any other form of certification
adopted by the U.S. taxing authorities for such purpose). Notwithstanding any
other provision of this paragraph, a Non-U.S. Lender shall not be required to
deliver any form pursuant to this paragraph that such Non-U.S. Lender is not
legally able to deliver.

                  (e) A Lender that is entitled to an exemption from or
reduction of non-U.S. withholding tax under the law of the jurisdiction in which
the Borrower is located, or any treaty to which such jurisdiction is a party,
with respect to payments under this Agreement shall deliver to the Borrower
(with a copy to the Administrative Agent), at the time or times prescribed by
applicable law or reasonably requested by the Borrower, such properly completed
and executed documentation prescribed by applicable law as will permit such
payments to be made without withholding or at a reduced rate, provided that such
Lender is legally entitled to complete, execute and deliver such documentation
and in such Lender's reasonable judgment such completion, execution or
submission would not materially prejudice the legal position of such Lender.

                  2.20     Indemnity. The Borrower agrees to indemnify each
Lender for, and to hold each Lender harmless from, any loss (other than loss of
anticipated profits) or expense that such Lender may sustain or incur as a
consequence of (a) default by the Borrower in making a borrowing of, conversion
into or continuation of Eurodollar Loans after the Borrower has given a
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notice requesting the same in accordance with the provisions of this Agreement,
(b) default by the Borrower in making any prepayment of Eurodollar Loans after
the Borrower has given a notice thereof in accordance with the provisions of
this Agreement or (c) the making of a prepayment or conversion of Eurodollar
Loans on a day that is not the last day of an Interest Period with respect
thereto. A certificate as to any amounts payable pursuant to this Section
submitted to the Borrower by any Lender shall be conclusive in the absence of
manifest error. This covenant shall survive the termination of this Agreement
and the payment of the Loans and all other amounts payable hereunder.

                  2.21     Illegality. Notwithstanding any other provision
herein, if the adoption of or any change in any Requirement of Law or in the
interpretation or application thereof shall make it unlawful for any Lender to
make or maintain Eurodollar Loans as contemplated by this Agreement, (a) the
commitment of such Lender hereunder to make Eurodollar Loans, continue
Eurodollar Loans as such and convert Base Rate Loans to Eurodollar Loans shall
forthwith be suspended for the duration of such illegality and (b) such Lender's
Loans then outstanding as Eurodollar Loans, if any, shall be converted
automatically to Base Rate Loans on the respective last days of the then current
Interest Periods with respect to such Loans or within such earlier period as
required by law. If any such conversion of a Eurodollar Loan occurs on a day
which is not the last day of the then current Interest Period with respect
thereto, the Borrower shall pay to such Lender such amounts, if any, as may be
required pursuant to Section 2.20.

                  2.22     Change of Lending Office. Each Lender agrees that,
upon the occurrence of any event giving rise to the operation of Section 2.18,
2.19(a) or 2.21 with respect to such Lender, it will, if requested by the
Borrower, use reasonable efforts (subject to overall policy considerations of
such Lender) to designate another lending office for any Loans affected by such
event with the object of avoiding the consequences of such event; provided, that
such designation is made on terms that, in the sole judgment of such Lender,
cause such Lender and its lending office(s) to suffer no economic, legal or
regulatory disadvantage, and provided, further, that nothing in this Section
shall affect or postpone any of the obligations of any Borrower or the rights of
any Lender pursuant to Section 2.18, 2.19(a) or 2.21.

                  2.23     Replacement of Lenders under Certain Circumstances.
The Borrower shall be permitted to replace any Lender that (a) requests
reimbursement for amounts owing pursuant to Section 2.18 or 2.19 or gives a
notice of illegality pursuant to Section 2.21 or (b) defaults in its obligation
to make Loans hereunder, with a replacement financial institution; provided that
(i) such replacement does not conflict with any Requirement of Law, (ii) no



Event of Default shall have occurred and be continuing at the time of such
replacement, (iii) prior to any such replacement, such Lender shall have taken
no action under Section 2.22 so as to eliminate the continued need for payment
of amounts owing pursuant to Section 2.18 or 2.19 or to eliminate the illegality
referred to in such notice of illegality given pursuant to Section 2.21, (iv)
the replacement financial institution shall purchase, at par, all Loans and
other amounts owing to such replaced Lender on or prior to the date of
replacement, (v) the Borrower shall be liable to such replaced Lender under
Section 2.20 (as though Section 2.20 were applicable) if any Eurodollar Loan
owing to such replaced Lender shall be purchased other than on the last day of
the Interest Period relating thereto, (vi) the replacement financial
institution, if not already a Lender, shall be reasonably satisfactory to the
Administrative Agent, (vii) the replaced Lender shall be obligated to make such
replacement in accordance with the provisions of Section 10.6 (provided that the
replacement financial institution shall be obligated to pay the registration and
processing fee referred to therein), (viii) the Borrower shall pay all
additional amounts (if any)
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required pursuant to Section 2.18 or 2.19, as the case may be, in respect of any
period prior to the date on which such replacement shall be consummated, (ix) in
the event the replaced Lender is an Issuing Lender, the outstanding Letters of
Credit issued by such replaced Lender shall be replaced and/or
cash-collateralized in an amount and manner satisfactory to such replaced Lender
and (x) any such replacement shall not be deemed to be a waiver of any rights
that the Borrower, the Administrative Agent or any other Lender shall have
against the replaced Lender.

                  2.24     Bank Products. The Borrower may request and any
Lender or Affiliate of any Lender may, in its sole and absolute discretion,
arrange for the Borrower to obtain from such Lender or such Affiliate Bank
Products (which shall be subject to all rules and regulations of such Lender or
such Affiliate) although the Borrower is not required to do so.

                          SECTION 3. LETTERS OF CREDIT

                  3.1      L/C Commitment. (a) Prior to the date hereof, the
Existing Issuing Lender has issued the Existing Letters of Credit which, from
and after the Closing Date, shall constitute Letters of Credit hereunder.
Subject to the terms and conditions hereof, each Issuing Lender, in reliance on
the agreements of the other Revolving Credit Lenders set forth in Section
3.4(a), agrees to issue letters of credit (the letters of credit issued on and
after the Closing Date pursuant to this Section 3, together with the Existing
Letters of Credit collectively, "Letters of Credit") for the account of the
Borrower on any Business Day during the Revolving Credit Commitment Period in
such form as may be approved from time to time by such Issuing Lender; provided,
that no Issuing Lender shall have any obligation to issue any Letter of Credit
if, after giving effect to such issuance, (i) the L/C Obligations would exceed
the L/C Commitment or (ii) the aggregate amount of the Available Revolving
Credit Commitments would be less than zero. Each Letter of Credit shall (i) be
denominated in Dollars and (ii) expire no later than the earlier of (x) the
first anniversary of its date of issuance and (y) the date which is five
Business Days prior to the Revolving Credit Termination Date; provided that any
Letter of Credit with a one-year term may provide for the renewal thereof for
additional one-year periods (which shall in no event extend beyond the date
referred to in clause (y) above).

                  (b) No Issuing Lender shall at any time be obligated to issue
any Letter of Credit hereunder if such issuance would conflict with, or cause
such Issuing Lender or any L/C Participant to exceed any limits imposed by, any
applicable Requirement of Law.

                  3.2      Procedure for Issuance of Letter of Credit. The
Borrower may from time to time request that an Issuing Lender issue a Letter of
Credit by delivering to such Issuing Lender at its address for notices specified
herein an Application therefor, completed to the satisfaction of such Issuing
Lender, and such other certificates, documents and other papers and information
as such Issuing Lender may request. Concurrently with the delivery of an
Application to an Issuing Lender, the Borrower shall deliver a copy thereof to
the Administrative Agent. Upon receipt of any Application, an Issuing Lender
will process such Application and the certificates, documents and other papers
and information delivered to it in connection therewith in accordance with its
customary procedures and shall promptly issue the Letter of Credit requested
thereby by issuing the original of such Letter of Credit to the beneficiary
thereof or as otherwise may be agreed to by such Issuing Lender and the Borrower



(but in no event shall any Issuing Lender be required to issue any Letter of
Credit earlier than two Business Days after
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its receipt of the Application therefor and all such other certificates,
documents and other papers and information relating thereto). Promptly after
issuance by an Issuing Lender of a Letter of Credit, such Issuing Lender shall
furnish a copy of such Letter of Credit to the Borrower. Each Issuing Lender
shall promptly give notice to the Administrative Agent of the issuance of each
Letter of Credit issued by such Issuing Lender (including the amount thereof),
and shall provide a copy of such Letter of Credit to the Administrative Agent as
soon as possible after the date of issuance.

                  3.3      Fees and Other Charges. (a) The Borrower will pay to
the Administrative Agent for distribution to the Revolving Credit Lenders a fee
on the aggregate drawable amount of all outstanding Letters of Credit at a per
annum rate equal to the Applicable Margin then in effect with respect to
Eurodollar Loans under the Revolving Credit Facility, to be shared ratably among
the Revolving Credit Lenders in accordance with their respective Revolving
Credit Percentages and payable quarterly in arrears on each L/C Fee Payment Date
after the issuance date. In addition, the Borrower shall pay to the relevant
Issuing Lender for its own account a fronting fee on the aggregate drawable
amount of all outstanding Letters of Credit issued by it at the rate per annum
agreed upon from time to time by the Borrower and such Issuing Lender, payable
quarterly in arrears on each L/C Fee Payment Date after the issuance date.

                  (b) In addition to the foregoing fees, the Borrower shall pay
or reimburse each Issuing Lender for such normal and customary costs and
expenses as are incurred or charged by such Issuing Lender in issuing,
negotiating, effecting payment under, amending or otherwise administering any
Letter of Credit.

                  3.4      L/C Participations. (a) Each Issuing Lender
irrevocably agrees to grant and hereby grants to each L/C Participant, and, to
induce each Issuing Lender to issue Letters of Credit hereunder, each L/C
Participant irrevocably agrees to accept and purchase and hereby accepts and
purchases, without recourse or warranty, from each Issuing Lender, on the terms
and conditions hereinafter stated, for such L/C Participant's own account and
risk, an undivided interest equal to such L/C Participant's Revolving Credit
Percentage in each Issuing Lender's obligations and rights under each Letter of
Credit issued by such Issuing Lender hereunder and the amount of each draft paid
by such Issuing Lender thereunder. Each L/C Participant unconditionally and
irrevocably agrees with each Issuing Lender that, if a draft is paid under any
Letter of Credit issued by such Issuing Lender for which such Issuing Lender is
not reimbursed in full by the Borrower in accordance with the terms of this
Agreement, such L/C Participant shall pay to the Administrative Agent for the
account of such Issuing Lender upon demand at such Issuing Lender's address for
notices specified herein (and thereafter the Administrative Agent shall promptly
pay to such Issuing Lender) an amount equal to such L/C Participant's Revolving
Credit Percentage of the amount of such draft, or any part thereof, that is not
so reimbursed.

                  (b) If any amount (a "Participation Amount") required to be
paid by any L/C Participant to an Issuing Lender pursuant to Section 3.4(a) in
respect of any unreimbursed portion of any payment made by such Issuing Lender
under any Letter of Credit is paid to such Issuing Lender within three Business
Days after the date such payment is due, such Issuing Lender shall so notify the
L/C Participants, and each L/C Participant shall pay to Administrative Agent,
for the account of such Issuing Lender, on demand (and thereafter the
Administrative
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Agent shall promptly pay to such Issuing Lender) an amount equal to the product
of (i) such Participation Amount, times (ii) the daily average Federal Funds
Effective Rate during the period from and including the date such payment is
required to the date on which such payment is immediately available to such
Issuing Lender, times (iii) a fraction the numerator of which is the number of
days that elapse during such period and the denominator of which is 360. If any
Participation Amount required to be paid by any L/C Participant pursuant to
Section 3.4(a) is not made available to the Administrative Agent for the account
of the relevant Issuing Lender by such L/C Participant within three Business
Days after the date such payment is due, the Administrative Agent on behalf of
such Issuing Lender shall be entitled to recover from such L/C Participant, on
demand, such Participation Amount with interest thereon calculated from such due



date at the rate per annum applicable to Base Rate Loans under the Revolving
Credit Facility. A certificate of the Administrative Agent on behalf of an
Issuing Lender submitted to any L/C Participant with respect to any amounts
owing under this Section shall be conclusive in the absence of manifest error.

                  (c) Whenever, at any time after an Issuing Lender has made
payment under any Letter of Credit and has received from the Administrative
Agent any L/C Participant's its pro rata share of such payment in accordance
with Section 3.4(a), such Issuing Lender receives any payment related to such
Letter of Credit (whether directly from the Borrower or otherwise, including
proceeds of collateral applied thereto by such Issuing Lender), or any payment
of interest on account thereof, such Issuing Lender will distribute to the
Administrative Agent for the account of such L/C Participant (and thereafter the
Administrative Agent will promptly distribute to such L/C Participant) its pro
rata share thereof; provided, however, that in the event that any such payment
received by such Issuing Lender shall be required to be returned by such Issuing
Lender, such L/C Participant shall return to the Administrative Agent for the
account of such Issuing Lender (and thereafter the Administrative Agent shall
promptly return to such Issuing Lender) the portion thereof previously
distributed by such Issuing Lender.

                  3.5      Reimbursement Obligation of the Borrower. The
Borrower agrees to reimburse each Issuing Lender, on each date on which such
Issuing Lender notifies the Borrower of the date and amount of a draft presented
under any Letter of Credit and paid by such Issuing Lender, for the amount of
(a) such draft so paid and (b) any taxes, fees, charges or other costs or
expenses incurred by such Issuing Lender in connection with such payment (the
amounts described in the foregoing clauses (a) and (b) in respect of any
drawing, collectively, the "Payment Amount"). Each such payment shall be made to
such Issuing Lender at its address for notices specified herein in lawful money
of the United States of America and in immediately available funds. Interest
shall be payable on each Payment Amount from the date of the applicable drawing
until payment in full at the rate set forth in (i) until the second Business Day
following the date of the applicable drawing, Section 2.14(b) and (ii)
thereafter, Section 2.14(c). Each drawing under any Letter of Credit shall
(unless an event of the type described in clause (i) or (ii) of Section 8(f)
shall have occurred and be continuing with respect to the Borrower, in which
case the procedures specified in Section 3.4 for funding by L/C Participants
shall apply) constitute a request by the Borrower to the Administrative Agent
for a borrowing pursuant to Section 2.5 of Base Rate Loans in the amount of such
drawing. The Borrowing Date with respect to such borrowing shall be the first
date on which a borrowing of Revolving Credit Loans could be made, pursuant to
Section 2.5, if the Administrative Agent had received a notice of such
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borrowing at the time the Administrative Agent receives notice from the relevant
Issuing Lender of such drawing under such Letter of Credit.

                  3.6      Obligations Absolute. The Borrower's obligations
under this Section 3 shall be absolute and unconditional under any and all
circumstances and irrespective of any setoff, counterclaim or defense to payment
that the Borrower may have or have had against any Issuing Lender, any
beneficiary of a Letter of Credit or any other Person. The Borrower also agrees
with each Issuing Lender that such Issuing Lender shall not be responsible for,
and the Borrower's Reimbursement Obligations under Section 3.5 shall not be
affected by, among other things, the validity or genuineness of documents or of
any endorsements thereon, even though such documents shall in fact prove to be
invalid, fraudulent or forged, or any dispute between or among the Borrower and
any beneficiary of any Letter of Credit or any other party to which such Letter
of Credit may be transferred or any claims whatsoever of the Borrower against
any beneficiary of such Letter of Credit or any such transferee. No Issuing
Lender shall be liable for any error, omission, interruption or delay in
transmission, dispatch or delivery of any message or advice, however
transmitted, in connection with any Letter of Credit, except for errors or
omissions found by a final and nonappealable decision of a court of competent
jurisdiction to have resulted from the gross negligence or willful misconduct of
such Issuing Lender. The Borrower agrees that any action taken or omitted by an
Issuing Lender under or in connection with any Letter of Credit issued by it or
the related drafts or documents, if done in the absence of gross negligence or
willful misconduct and in accordance with the standards or care specified in the
Uniform Commercial Code of the State of New York, shall not excuse the
Reimbursement Obligations of the Borrower hereunder and shall not result in any
liability of such Issuing Lender to the Borrower.

                  3.7      Letter of Credit Payments. If any draft shall be



presented for payment under any Letter of Credit, the relevant Issuing Lender
shall promptly notify the Borrower and the Administrative Agent of the date and
amount thereof. The responsibility of the relevant Issuing Lender to the
Borrower in connection with any draft presented for payment under any Letter of
Credit, in addition to any payment obligation expressly provided for in such
Letter of Credit issued by such Issuing Lender, shall be limited to determining
that the documents (including each draft) delivered under such Letter of Credit
in connection with such presentment appear on their face to be in conformity
with such Letter of Credit.

                  3.8      Applications. To the extent that any provision of any
Application related to any Letter of Credit is inconsistent with the provisions
of this Section 3, the provisions of this Section 3 shall apply.

                  3.9      Indemnification; Exoneration; Power of Attorney.

                  (a)      Indemnification. IN ADDITION TO AMOUNTS PAYABLE AS
         ELSEWHERE PROVIDED IN THIS SECTION, THE BORROWER HEREBY AGREES TO
         PROTECT, INDEMNIFY, PAY AND SAVE THE LENDERS AND THE AGENTS HARMLESS
         FROM AND AGAINST ANY AND ALL CLAIMS, DEMANDS, LIABILITIES, DAMAGES,
         LOSSES, COSTS, CHARGES AND EXPENSES (INCLUDING REASONABLE ATTORNEYS'
         FEES) WHICH ANY LENDER OR ANY AGENT (OTHER THAN ANY LENDER IN ITS
         CAPACITY AS
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         AN ISSUING LENDER) MAY INCUR OR BE SUBJECT TO AS A CONSEQUENCE, DIRECT
         OR INDIRECT, OF THE ISSUANCE OF ANY LETTER OF CREDIT OTHER THAN ANY
         CLAIMS, DEMANDS, LIABILITIES, DAMAGES, LOSSES, COSTS, CHARGES, AND
         EXPENSES RESULTING SOLELY FROM THE GROSS NEGLIGENCE OR WILLFUL
         MISCONDUCT OF ANY SUCH INDEMNIFIED PERSON. THE AGREEMENT IN THIS
         SECTION SHALL SURVIVE PAYMENT OF ALL OBLIGATIONS. NOTHING CONTAINED IN
         THIS AGREEMENT IS INTENDED TO LIMIT THE BORROWER'S RIGHTS, IF ANY, WITH
         RESPECT TO ANY ISSUING LENDER WHICH ARISE BY OPERATION OF LAW OR AS A
         RESULT OF THE APPLICATION AND RELATED DOCUMENTS EXECUTED BY AND BETWEEN
         THE BORROWER AND ANY ISSUING LENDER.

                  (b)      Assumption of Risk by the Borrower. As among the Loan
         Parties, the Lenders, the Issuing Lenders and the Agents, the Borrower
         or the relevant Loan Party assumes all risks of the acts and omissions
         of, or misuse of any of the Letters of Credit by, the respective
         beneficiaries of such Letters of Credit. In furtherance and not in
         limitation of the foregoing, the Lenders, the Issuing Lenders and the
         Agents shall not be responsible for: (i) the form, validity,
         sufficiency, accuracy, genuineness or legal effect of any document
         submitted by any Person in connection with the application for and
         issuance of and presentation of drafts with respect to any of the
         Letters of Credit, even if it should prove to be in any or all respects
         invalid, insufficient, inaccurate, fraudulent or forged; (ii) the
         validity or sufficiency of any instrument transferring or assigning or
         purporting to transfer or assign any Letter of Credit or the rights or
         benefits thereunder or proceeds thereof, in whole or in part, which may
         prove to be invalid or ineffective for any reason; (iii) the failure of
         the beneficiary of any Letter of Credit to comply duly with conditions
         required in order to draw upon such Letter of Credit; (iv) errors,
         omissions, interruptions, or delays in transmission or delivery of any
         messages, by mail, cable, telegraph, telex or otherwise, whether or not
         they be in cipher; (v) errors in interpretation of technical terms;
         (vi) any loss or delay in the transmission or otherwise of any document
         required in order make a drawing under any Letter of Credit or of the
         proceeds thereof; (vii) the misapplication by the beneficiary of any
         Letter of Credit of the proceeds of any drawing under such Letter of
         Credit; or (viii) any consequences arising from causes beyond the
         control of the Lenders, the Issuing Lenders or the Agents, including
         any act or omission, whether rightful or wrongful, of any present or
         future de jure or de facto Governmental Authority. None of the
         foregoing shall affect, impair or prevent the vesting of any rights or
         powers of any Agent, any Issuing Lender or any Lender under this
         Section.

                  (c)      Exoneration. In furtherance and extension, and not in
         limitation, of the specific provisions set forth above, any action
         taken or omitted by any Agent, any Issuing Lender or any Lender under
         or in connection with any of the Letters of Credit or any related
         certificates, if taken or omitted in good faith, shall not put any
         Agent, any Issuing Lender or any Lender under any resulting liability



         to any Loan Party or relieve the relevant Loan Party of any of its
         obligations hereunder to any such Person.

                  (d)      Indemnification by Lenders. The Revolving Credit
         Lenders agree to indemnify each Issuing Lender (to the extent not
         reimbursed by the Borrower and
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         without limiting the obligations of the Borrower hereunder) ratably in
         accordance with their respective Revolving Credit Percentages in effect
         on the date on which indemnification is sought under this Section (or,
         if indemnification is sought after the date upon which the Commitments
         shall be terminated and the Revolving Credit Loans shall have been paid
         in full, ratably in accordance with such Revolving Credit Percentages
         immediately prior to such date), for any and all liabilities,
         obligations, losses, damages, penalties, actions, judgments, suits,
         costs, expenses (including attorneys' fees) or disbursements of any
         kind and nature whatsoever that may be imposed on, incurred by or
         asserted against such Issuing Lender in any way relating to or arising
         out of any Letter of Credit or the transactions contemplated thereby or
         any action taken or omitted by such Issuing Lender under any Letter of
         Credit or any Loan Document in connection therewith; provided that no
         Lender shall be liable for any of the foregoing to the extent it arises
         from the gross negligence or willful misconduct of the Person to be
         indemnified. Without limitation of the foregoing, each Revolving Credit
         Lender agrees to reimburse each Issuing Lender promptly upon demand for
         its Revolving Credit Percentage of any costs or expenses payable by the
         Borrower to such Issuing Lender, to the extent that such Issuing Lender
         is not promptly reimbursed for such costs and expenses by the Borrower.
         The agreement contained in this Section shall survive payment in full
         of all Obligations.

                  (e)      Power of Attorney. In connection with all inventory
         financed by Letters of Credit, the Borrower hereby appoints each
         Issuing Lender, or such Issuing Lender's designee, as its attorney,
         with full power and authority: (i) to sign and/or endorse the
         Borrower's name upon any warehouse or other receipts; (ii) to sign the
         Borrower's name on bills of lading and other negotiable and
         non-negotiable documents; (iii) to clear inventory through customs in
         such Issuing Lender's or the Borrower's name, and to sign and deliver
         to customs officials powers of attorney in the Borrower's name for such
         purpose; (iv) to complete in the Borrower's or such Issuing Lender's
         name, any order, sale, or transaction, obtain the necessary documents
         in connection therewith, and collect the proceeds thereof; and (v) to
         do such other acts and things as are necessary in order to enable such
         Issuing Lender to obtain possession or control of the inventory and to
         obtain payment of the Revolving Credit Facility Obligations (as defined
         in the Guarantee and Collateral Agreement). None of the Issuing Lenders
         or any of their respective designees, as the Borrower's attorney, will
         be liable for any acts or omissions, nor for any error of judgment or
         mistakes of fact or law. This power, being coupled with an interest, is
         irrevocable until all Revolving Credit Facility Obligations have been
         paid and satisfied.

                  (f)      Account Party. The Borrower hereby authorizes and
         directs any Issuing Lender to name the Borrower as the "Account Party"
         therein and to deliver to the Collateral Agent all instruments,
         documents and other writings and property received by such Issuing
         Lender pursuant to the Letter of Credit, and to accept and rely upon
         the Collateral Agent's instructions and agreements with respect to all
         matters arising in connection with the Letter of Credit or the
         Application therefor.

                  3.10     Supporting Letter of Credit; Cash Collateral. If,
notwithstanding the provisions of this Section and Section 8, any Letter of
Credit is outstanding upon the termination of this Agreement, then upon such
termination the Borrower shall deposit with the Administrative Agent, for the
ratable benefit of the Issuing Lenders and the Revolving Credit
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Lenders, with respect to each Letter of Credit then outstanding, as the Majority
Revolving Credit Facility Lenders in their discretion shall specify, either (i)
a standby letter of credit (a "Supporting Letter of Credit") in form and
substance satisfactory to the Administrative Agent, issued by an issuer



satisfactory to the Administrative Agent in an amount equal to the greatest
amount for which such Letter of Credit may be drawn plus any fees and expenses
associated with such Letter of Credit, under which Supporting Letter of Credit
the Administrative Agent is entitled to draw amounts necessary to reimburse the
Administrative Agent, the Issuing Lenders and the Revolving Credit Lenders for
payments to be made under or in connection with such Letter of Credit and any
fees and expenses associated with such Letter of Credit, or (ii) cash in amounts
necessary to reimburse the Administrative Agent, the Issuing Lenders and the
Revolving Credit Lenders for payments made under or in connection with such
Letter of Credit and any fees and expenses associated with such Letter of
Credit. Such Supporting Letter of Credit or deposit of cash shall be held by the
Administrative Agent, for the ratable benefit of the Administrative Agent, the
Issuing Lenders and the Revolving Credit Lenders, as security for, and to
provide for the payment of, the aggregate undrawn amount of such Letters of
Credit remaining outstanding. Reasonable interest shall accrue on any such cash
deposit, which accrued interest shall be for the account of the Borrower,
subject to this Agreement.

                    SECTION 4. REPRESENTATIONS AND WARRANTIES

                  To induce the Agents and the Lenders to enter into this
Agreement and to make the Loans and issue or participate in the Letters of
Credit, the Borrower hereby represents and warrants to each Agent and each
Lender that:

                  4.1      Financial Condition. (a) The unaudited pro forma
consolidated balance sheet of the Borrower and its consolidated Subsidiaries as
at June 30, 2003 (including the notes thereto) (the "Pro Forma Balance Sheet"),
copies of which have heretofore been furnished to the Administrative Agent
(which shall make such copies available to each Lender), has been prepared
giving effect (as if such events had occurred on such date) to (i) the Loans to
be made and the Senior Notes to be issued on the Closing Date and the use of
proceeds thereof and (ii) the payment of fees and expenses in connection with
the foregoing. The Pro Forma Balance Sheet has been prepared based on the
information available to the Borrower as of the date of delivery thereof, and
presents fairly in all material respects on a pro forma basis the estimated
financial position of Borrower and its consolidated Subsidiaries as at June 30,
2003, assuming that the events specified in the preceding sentence had actually
occurred at such date.

                  (b) The audited consolidated balance sheets of the Borrower as
at December 31, 2001 and December 31, 2002, and the related consolidated
statements of income and of cash flows for the fiscal years ended on such dates,
reported on by and accompanied by an unqualified report from
PricewaterhouseCoopers LLP, present fairly in all material respects the
consolidated financial condition of the Borrower as at such date, and the
consolidated results of its operations and its consolidated cash flows for the
respective fiscal years then ended. The unaudited consolidated balance sheets of
the Borrower as at March 31, 2003 and June 30, 2003, and the related unaudited
consolidated statements of income and cash flows for the periods ended on such
date, present fairly in all material respects the consolidated financial
condition of the Borrower as at such dates, and the consolidated results of its
operations and its consolidated cash flows for the quarterly periods then ended
(subject to normal year-end audit adjustments). All
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such financial statements, including the related schedules and notes thereto,
have been prepared in accordance with GAAP applied consistently throughout the
periods involved (except as approved by the aforementioned firm of accountants
and disclosed therein). The Borrower and its Subsidiaries do not have any
material Guarantee Obligations, contingent liabilities and liabilities for taxes
(except for any such tax liabilities to taxing authorities outside of the United
States which are not, in the aggregate, material to the Borrower and its
Subsidiaries taken as a whole) or any long-term leases or unusual forward or
long-term commitments, including, without limitation, any interest rate or
foreign currency swap or exchange transaction or other obligation in respect of
derivatives, that are not reflected in the most recent financial statements
referred to in this paragraph. During the period from December 31, 2002 to and
including the date hereof there has been no Disposition by the Borrower of any
material part of its business or Property, except as reflected in the foregoing
financial statements.

                  4.2      No Change. Since December 31, 2002 there has been no
development or event that has had or could reasonably be expected to have a
Material Adverse Effect.



                  4.3      Corporate Existence; Compliance with Law. Each of the
Borrower and its Subsidiaries (a) is duly organized, validly existing and in
good standing under the laws of the jurisdiction of its organization, (b) has
the corporate power and authority, and the legal right, to own and operate its
Property, to lease the Property it operates as lessee and to conduct the
business in which it is currently engaged, (c) is duly qualified as a foreign
corporation and in good standing under the laws of each jurisdiction where its
ownership, lease or operation of Property or the conduct of its business
requires such qualification except to the extent that the failure to be so
qualified could not reasonably be expected to have a Material Adverse Effect and
(d) is in compliance with all Requirements of Law except to the extent that the
failure to comply therewith could not, in the aggregate, reasonably be expected
to have a Material Adverse Effect.
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                  4.4      Corporate Power; Authorization; Enforceable
Obligations. Each Loan Party has the corporate power and authority, and the
legal right, to make, deliver and perform the Loan Documents to which it is a
party and, in the case of the Borrower, to borrow hereunder. Each Loan Party has
taken all necessary corporate or other action to authorize the execution,
delivery and performance of the Loan Documents to which it is a party and, in
the case of the Borrower, to authorize the borrowings on the terms and
conditions of this Agreement. No consent or authorization of, filing with,
notice to or other act by or in respect of, any Governmental Authority or any
other Person is required in connection with the Refinancing, the borrowings
hereunder or the execution, delivery, performance, validity or enforceability of
this Agreement or any of the other Loan Documents, except (i) consents,
authorizations, filings and notices described in Schedule 4.4, which consents,
authorizations, filings and notices have been obtained or made and are in full
force and effect (except as noted on Schedule 4.19) and (ii) the filings
referred to in Section 4.4. Each Loan Document has been duly executed and
delivered on behalf of each Loan Party that is a party thereto. This Agreement
constitutes, and each other Loan Document upon execution will constitute, a
legal, valid and binding obligation of each Loan Party that is a party thereto,
enforceable against each such Loan Party in accordance with its terms, except as
enforceability may be limited by applicable bankruptcy, insolvency,
reorganization, moratorium or similar laws affecting the enforcement of
creditors' rights generally and by general equitable principles (whether
enforcement is sought by proceedings in equity or at law).

                  4.5      No Legal Bar. The execution, delivery and performance
of this Agreement and the other Loan Documents, the issuance of Letters of
Credit, the borrowings hereunder and the use of the proceeds thereof will not
violate any Requirement of Law or any Contractual Obligation of the Borrower or
any of its Subsidiaries and will not result in, or require, the creation or
imposition of any Lien on any of their respective properties or revenues
pursuant to any Requirement of Law or any such Contractual Obligation (other
than the Liens created by the Security Documents). No Requirement of Law or
Contractual Obligation applicable to the Borrower or any of its Subsidiaries
could reasonably be expected to have a Material Adverse Effect.

                  4.6      No Material Litigation. No litigation, investigation
or proceeding of or before any arbitrator or Governmental Authority is pending
or, to the knowledge of the Borrower, threatened by or against the Borrower or
any of its Subsidiaries or against any of their respective properties or
revenues (a) with respect to any of the Loan Documents or any of the
transactions contemplated hereby or thereby, or (b) that could reasonably be
expected to have a Material Adverse Effect.

                  4.7      No Default. Neither the Borrower nor any of its
Subsidiaries is in default under or with respect to any of its Contractual
Obligations in any respect that could reasonably be expected to have a Material
Adverse Effect. No Default or Event of Default has occurred and is continuing.
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                  4.8      Ownership of Property; Liens. Each of the Borrower
and its Subsidiaries has title in fee simple to, or a valid leasehold interest
in, all its material real property, and good title to, or a valid leasehold
interest in, all its other material Property, and none of such Property is
subject to any Lien except as permitted by Section 7.3.

                  4.9      Intellectual Property. The Borrower and each of its



Subsidiaries owns, or is licensed to use, all material Intellectual Property
necessary for the conduct of its business as currently conducted; no material
claim has been asserted and is pending by any Person challenging or questioning
the use of any such Intellectual Property or the validity or effectiveness of
any such Intellectual Property, nor does the Borrower know of any valid basis
for any such claim; and the use of such Intellectual Property by the Borrower
and its Subsidiaries does not infringe on the rights of any Person in any
material respect.

                  4.10     Taxes. Each of the Borrower and each of its
Subsidiaries has filed or caused to be filed all Federal, state and other
material tax returns that are required to be filed and has paid all taxes shown
to be due and payable on said returns or on any assessments made against it or
any of its Property and all other taxes, fees or other charges imposed on it or
any of its Property by any Governmental Authority (other than any the amount or
validity of which are currently being contested in good faith by appropriate
proceedings and with respect to which reserves in conformity with GAAP have been
provided on the books of the Borrower or its Subsidiaries, as the case may be);
and no tax Lien has been filed, and, to the knowledge of the Borrower, no claim
is being asserted, with respect to any such tax, fee or other charge (other than
any such Liens and claims in favor of taxing authorities outside of the United
States which are not, in the aggregate, material to the Borrower and its
Subsidiaries taken as a whole).

                  4.11     Federal Regulations. No part of the proceeds of any
Loans will be used in violation of Regulation U as now and from time to time
hereafter in effect or for any purpose that violates the provisions of the
Regulations of the Board. If requested by any Lender or the Administrative
Agent, the Borrower will furnish to the Administrative Agent and each Lender a
statement to the foregoing effect in conformity with the requirements of FR Form
G-3 or FR Form U-1 referred to in Regulation U.

                  4.12     Labor Matters. There are no strikes or other labor
disputes against the Borrower or any of its Subsidiaries pending or, to the
knowledge of the Borrower, threatened that (individually or in the aggregate)
could reasonably be expected to have a Material Adverse Effect. Hours worked by
and payment made to employees of the Borrower and its Subsidiaries have not been
in violation of the Fair Labor Standards Act or any other applicable Requirement
of Law dealing with such matters that (individually or in the aggregate) could
reasonably be expected to have a Material Adverse Effect. All payments due from
the Borrower or any of its Subsidiaries on account of employee health and
welfare insurance that (individually or in the aggregate) could reasonably be
expected to have a Material Adverse Effect if not paid have been paid or accrued
as a liability on the books of the Borrower or the relevant Subsidiary.

                  4.13     ERISA. Neither a Reportable Event nor an "accumulated
funding deficiency" (within the meaning of Section 412 of the Code or Section
302 of ERISA) has occurred during the five-year period prior to the date on
which this representation is made or deemed made with respect to any Plan, and
each Plan has complied in all material respects with
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the applicable provisions of ERISA and the Code. No termination of a Single
Employer Plan has occurred, and no Lien in favor of the PBGC or a Plan has
arisen, during such five-year period. The present value of all accrued benefits
under each Single Employer Plan (based on those assumptions used to fund such
Plans) did not, as of the last annual valuation date prior to the date on which
this representation is made or deemed made, exceed the value of the assets of
such Plan allocable to such accrued benefits by a material amount. Neither the
Borrower nor any Commonly Controlled Entity has had a complete or partial
withdrawal from any Multiemployer Plan that has resulted or could reasonably be
expected to result in a material liability under ERISA, and neither the Borrower
nor any Commonly Controlled Entity would become subject to any material
liability under ERISA if the Borrower or any such Commonly Controlled Entity
were to withdraw completely from all Multiemployer Plans as of the valuation
date most closely preceding the date on which this representation is made or
deemed made. No such Multiemployer Plan is in Reorganization or Insolvent.

                  4.14     Investment Company Act; Other Regulations. No Loan
Party is an "investment company", or a company "controlled" by an "investment
company", within the meaning of the Investment Company Act of 1940, as amended.
No Loan Party is subject to regulation under any Requirement of Law (other than
Regulation X of the Board) which limits its ability to incur Indebtedness.

                  4.15     Subsidiaries. (a) The Subsidiaries listed on Schedule



4.15 constitute all of the Subsidiaries of the Borrower at the date hereof.
Schedule 4.15 sets forth as of the Closing Date the name and jurisdiction of
incorporation of each such Subsidiary and, as to each, the percentage of each
class of Capital Stock owned by each Loan Party.

                  (b)      As of the date hereof, there are no outstanding
subscriptions, options, warrants, calls, rights or other agreements or
commitments (other than stock options granted to employees or directors and
directors' qualifying shares) of any nature relating to any Capital Stock of the
Borrower or any Subsidiary, except as disclosed on Schedule 4.15.

                  4.16     Use of Proceeds. The proceeds of the Initial Term
Loans shall be used to repay, repurchase, redeem, defease or otherwise retire a
portion of the 9.75% Senior Notes and to pay related fees and expenses. The
proceeds of the Delayed Draw Term Loans shall be used to repay, repurchase,
redeem, defease or otherwise retire a portion of the Existing Convertible Notes
and to pay related fees and expenses. The proceeds of the Revolving Credit
Loans, and the Letters of Credit, shall be used for the general corporate
purposes of the Borrower and its Subsidiaries.

                  4.17     Environmental Matters. Other than as set forth on
Schedule 4.17 and exceptions to any of the following that could not,
individually or in the aggregate, reasonably be expected to have a Material
Adverse Effect:

                  (a) The Borrower and its Subsidiaries: (i) are, and within the
period of all applicable statutes of limitation have been, in compliance with
all applicable Environmental Laws; (ii) hold all Environmental Permits (each of
which is in full force and effect) required for any of their current or intended
operations or for any property owned, leased, or otherwise operated by any of
them; (iii) are, and within the period of all applicable statutes of limitation
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have been, in compliance with all of their Environmental Permits; and (iv)
reasonably believe that: each of their Environmental Permits will be timely
renewed and complied with, without material expense; any additional
Environmental Permits that may be required of any of them will be timely
obtained and complied with, without material expense; and compliance with any
Environmental Law that is or is expected to become applicable to any of them
will be timely attained and maintained, without material expense.

                  (b) Materials of Environmental Concern are not present at, on,
under, in, or about any real property now or formerly owned, leased or operated
by the Borrower or any of its Subsidiaries, or at any other location (including,
without limitation, any location to which Materials of Environmental Concern
have been sent for re-use or recycling or for treatment, storage, or disposal)
which could reasonably be expected to (i) give rise to liability of the Borrower
or any of its Subsidiaries under any applicable Environmental Law or otherwise
result in costs to the Borrower or any of its Subsidiaries, or (ii) interfere
with the Borrower's or any of its Subsidiaries' continued operations, or (iii)
impair the fair saleable value of any real property owned or leased by the
Borrower or any of its Subsidiaries.

                  (c) There is no judicial, administrative, or arbitral
proceeding (including any notice of violation or alleged violation) under or
relating to any Environmental Law to which the Borrower or any of its
Subsidiaries is, or to the knowledge of the Borrower or any of its Subsidiaries
will be, named as a party that is pending or, to the knowledge of the Borrower
or any of its Subsidiaries, threatened.

                  (d) Neither the Borrower nor any of its Subsidiaries has
received any written request for information, or been notified that it is a
potentially responsible party under or relating to the federal Comprehensive
Environmental Response, Compensation, and Liability Act or any similar
Environmental Law, or with respect to any Materials of Environmental Concern.

                  (e) Neither the Borrower nor any of its Subsidiaries has
entered into or agreed to any consent decree, order, or settlement or other
agreement, or is subject to any judgment, decree, or order or other agreement,
in any judicial, administrative, arbitral, or other forum for dispute
resolution, relating to compliance with or liability under any Environmental
Law.

                  (f) Neither the Borrower nor any of its Subsidiaries has
assumed or retained, by contract or operation of law, any liabilities of any



kind, fixed or contingent, known or unknown, under any Environmental Law or with
respect to any Material of Environmental Concern other than indemnity
obligations in the ordinary course of business.

                  4.18     Accuracy of Information, etc. No written statement or
information contained in this Agreement, any other Loan Document, the
Confidential Information Memorandum or any other document, certificate or
written statement furnished to the Administrative Agent or the Lenders or any of
them, by or on behalf of any Loan Party for use in connection with the
transactions contemplated by this Agreement or the other Loan Documents,
contained as of the date such statement, information, document or certificate
was so furnished (or, in the case of the Confidential Information Memorandum, as
of the date of this Agreement), any untrue statement of a material fact or
omitted to state a material fact necessary in order to make the statements
contained herein or therein, taken as a whole, not materially misleading in

                                                                              51

light of the circumstances under which made. The projections and pro forma
financial information contained in the materials referenced above are based upon
good faith estimates and assumptions believed by management of the Borrower to
be reasonable at the time made, it being recognized by the Lenders that such
financial information as it relates to future events is not to be viewed as fact
and that actual results during the period or periods covered by such financial
information may differ from the projected results set forth therein by a
material amount. As of the Closing Date, there is no fact known to any Loan
Party that could reasonably be expected to have a Material Adverse Effect that
has not been expressly disclosed herein, in the other Loan Documents, in the
Confidential Information Memorandum or in any other documents, certificates and
statements furnished to the Agents and the Lenders for use in connection with
the transactions contemplated hereby and by the other Loan Documents.

                  4.19     Security Documents. (a) The Guarantee and Collateral
Agreement is effective to create in favor of the Collateral Agent, for the
benefit of the Secured Parties, a legal, valid and enforceable security interest
in the Collateral described therein and proceeds thereof. In the case of the
Pledged Stock described in the Guarantee and Collateral Agreement, when any
stock certificates representing such Pledged Stock are delivered to the
Collateral Agent, and in the case of the other Collateral described in the
Guarantee and Collateral Agreement, when financing statements in appropriate
form are filed in the offices specified on Schedule 4.19(a) and such other
filings as are specified on Schedule 3 to the Guarantee and Collateral Agreement
have been completed, the Guarantee and Collateral Agreement shall constitute a
fully perfected Lien on, and security interest in, all right, title and interest
of the Loan Parties in such Collateral and the proceeds thereof, as security for
the Obligations (as defined in the Guarantee and Collateral Agreement), in each
case prior and superior in right to any other Person (except, in the case of
Collateral other than Pledged Stock, Liens permitted by Section 7.3).

                  (b)      Upon execution and delivery thereof by the Borrower,
each of the Mortgages shall be effective to create in favor of the Collateral
Agent, for the benefit of the Secured Parties, a legal, valid and enforceable
Lien on the Mortgaged Vessels described therein and proceeds thereof; and when
the Mortgages are filed in the recording office designated by the Borrower, each
Mortgage shall constitute a fully perfected Lien on, and security interest in,
all right, title and interest of the Loan Parties in the Mortgaged Vessels
described therein and the proceeds thereof, as security for the Obligations (as
defined in the relevant Mortgage), in each case prior and superior in right to
any other Person (other than Persons holding Liens or other encumbrances or
rights permitted by the relevant Mortgage to have priority over the
Obligations), subject to Permitted Liens.

                  4.20     Solvency. As of the Closing Date, each of the
Borrower and each Loan Party that is a Material Subsidiary is, and after giving
effect to the Refinancing and the incurrence of all Indebtedness and obligations
being incurred in connection herewith and therewith will be and will continue to
be, Solvent.

                  4.21     Senior Indebtedness. The Obligations constitute
"Senior Indebtedness" of the Borrower under and as defined in the Existing
Convertible Notes Indenture.
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                  4.22     Accounts. All Accounts of the Borrower and the
Subsidiary Guarantors on the Closing Date arise from bona fide sales or leases



by the Borrower and the Subsidiary Guarantors of goods and services.

                           SECTION 5. CONDITIONS PRECEDENT

                  5.1      Conditions to Initial Extension of Credit. The
agreement of each Lender to make the initial extension of credit requested to be
made by it hereunder is subject to the satisfaction, prior to or concurrently
with the making of such extension of credit on the Closing Date, of the
following conditions precedent:

                  (a) Loan Documents. The Administrative Agent (and, in the case
of clause (ii) below, the Collateral Agent) shall have received (i) this
Agreement, executed and delivered by a duly authorized officer of the Borrower,
(ii) the Guarantee and Collateral Agreement, executed and delivered by a duly
authorized officer of the Borrower and each Subsidiary Guarantor and (iii) a
Lender Addendum executed and delivered by each Lender and accepted by the
Borrower.

                  (b) Refinancing, etc. The following transactions shall have
been (or shall concurrently be) consummated, in each case on terms and
conditions reasonably satisfactory to the Lenders:

                           (i)      the Refinancing with respect to the portion
                                    of the 9.75% Senior Notes tendered on or
                                    prior to the Closing Date pursuant to the
                                    Borrower's tender offer therefor shall have
                                    been (or shall concurrently be) consummated
                                    in part using the proceeds of the Initial
                                    Term Loans;

                           (ii)     the Borrower shall have launched a consent
                                    request seeking the consent of holders of
                                    the 10.125% Senior Notes to the prepayment
                                    of the Existing Convertible Notes on terms
                                    satisfactory to the Designated Agents; and

                           (iii)    the Borrower shall have received at least
                                    $175,000,000 in gross cash proceeds from the
                                    issuance of the Senior Notes on terms
                                    satisfactory to the Designated Agents.

                  (c) Pro Forma Balance Sheet; Financial Statements. The Lenders
shall have received (i) the Pro Forma Balance Sheet, (ii) audited consolidated
financial statements of the Borrower for the 2001 and 2002 fiscal years and
(iii) unaudited interim consolidated financial statements of the Borrower for
each fiscal quarterly period ended subsequent to the date of the latest
applicable financial statements delivered pursuant to clause (ii) of this
paragraph as to which such financial statements are available; and such
financial statements shall not, in the reasonable judgment of the Lenders,
reflect any material adverse change in the consolidated financial condition of
the Borrower, as reflected in the financial statements or projections contained
in the Confidential Information Memorandum.
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                  (d) Approvals. All governmental and third party approvals
necessary in connection with this Agreement, the continuing operations of the
Borrower and its Subsidiaries and the transactions contemplated hereby shall
have been obtained and be in full force and effect.

                  (e) Related Agreements. The Administrative Agent shall have
received (in a form reasonably satisfactory to the Administrative Agent), true
and correct copies, certified as to authenticity by the Borrower, of (i) the
Senior Note Indenture and (ii) such other documents or instruments as may be
reasonably requested by the Administrative Agent, including, without limitation,
a copy of any debt instrument, security agreement or other material contract to
which the Loan Parties may be a party.

                  (f) Termination of Existing Credit Facilities. The
Administrative Agent shall have received evidence satisfactory to the
Administrative Agent that the Existing Credit Facilities shall be simultaneously
terminated, all amounts owing thereunder (if any) shall be simultaneously paid
in full and arrangements satisfactory to the Designated Agents shall have been
made for the termination of Liens and security interests granted in connection
therewith.



                  (g) Fees. The Lenders, the Arrangers and the Agents shall have
received all fees required to be paid, and all expenses for which invoices have
been presented (including reasonable fees, disbursements and other charges of
counsel to the Agents), on or before the Closing Date. All such amounts will be
paid with proceeds of Loans made on the Closing Date and will be reflected in
the funding instructions given by the Borrower to the Administrative Agent on or
before the Closing Date.

                  (h) Business Plan. The Lenders shall have received a
satisfactory business plan for fiscal years 2003-2008 and a satisfactory written
analysis of the business and prospects of the Borrower and its Subsidiaries for
the period from the Closing Date through the final maturity of the Term Loans.

                  (i) Solvency Certificate. The Lenders shall have received a
reasonably satisfactory solvency certificate from the chief financial officer of
the Borrower which shall certify the solvency of the Borrower and its
Subsidiaries considered as a whole after giving effect to the transactions
contemplated hereby.

                  (j) Liquidity. The Borrowing Base shall be no less than
$20,000,000 on the Closing Date. After giving effect to any extensions of credit
made hereunder on the Closing Date and the use of the proceeds thereof, (i) the
sum of (A) total unrestricted cash and cash equivalents of the Borrower and its
Subsidiaries and (B) the aggregate Available Term Loan Commitments plus the
Excess Revolving Credit Availability (giving effect to assumed Borrowing Base
value in respect of the Eligible Rental Equipment as reasonably determined by
the Designated Agents), in each case as of the Closing Date, minus (ii) the
aggregate outstanding amount of Existing Convertible Notes, shall be no less
than $40,000,000.

                  (k) Lien Searches. The Collateral Agent shall have received
the results of a recent lien search in each of the jurisdictions in which
Uniform Commercial Code financing statement or other domestic filings or
recordations should be made to evidence or perfect security interests in all
personal property assets of the Loan Parties, and such search shall reveal
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no liens on any of the assets of the Loan Party, except for Liens permitted by
Section 7.3 or Liens to be released in connection with this Agreement.

                  (l) Collateral Review. (i) The Lenders shall have received
copies of a satisfactory independent collateral field examination prepared by a
firm satisfactory to the Designated Agents, together with a letter addressed to
the Lenders entitling each of them to rely thereon and (ii) significant progress
shall have been made towards the completion of a net orderly liquidation
appraisal of the assets in respect of the Quail Tools business satisfactory to
the Designated Agents.

                  (m) Environmental Affairs. The Lenders shall be reasonably
satisfied with the environmental affairs of the Borrower and its Subsidiaries.

                  (n) Closing Certificate. The Administrative Agent shall have
received a certificate of each Loan Party, dated the Closing Date, substantially
in the form of Exhibit C, with appropriate insertions and attachments.

                  (o) Legal Opinions. The Administrative Agent shall have
received the following executed legal opinions:

                           (i)      the legal opinion of Bracewell & Patterson,
                                    L.L.P., substantially in the form of Exhibit
                                    F-1;

                           (ii)     the legal opinion of Ronald Potter, Esq.,
                                    general counsel of the Borrower and its
                                    Subsidiaries, substantially in the form of
                                    Exhibit F-2; and

                           (iii)    the legal opinion of Jones, Walker, special
                                    Louisiana counsel, substantially in the form
                                    of Exhibit F-3.

Each such legal opinion shall cover such other matters incident to the
transactions contemplated by this Agreement as the Administrative Agent and
Collateral Agent may reasonably require.



                  (p) Pledged Stock; Stock Powers; Acknowledgment and Consent;
Pledged Notes. The Collateral Agent shall have received (i) the certificates
representing the shares of Capital Stock pledged pursuant to the Guarantee and
Collateral Agreement, together with an undated stock power for each such
certificate executed in blank by a duly authorized officer of the pledgor
thereof, (ii) an Acknowledgment and Consent, substantially in the form of Annex
II to the Guarantee and Collateral Agreement, duly executed by any issuer of
Capital Stock pledged pursuant to the Guarantee and Collateral Agreement that is
not itself a party to the Guarantee and Collateral Agreement and (iii) each
promissory note pledged pursuant to the Guarantee and Collateral Agreement
endorsed (without recourse) in blank (or accompanied by an executed transfer
form in blank satisfactory to the Collateral Agent) by the pledgor thereof.

                  (q) Filings, Registrations and Recordings. Each document
(including, without limitation, any Uniform Commercial Code financing statement)
required by the Security Documents or under law or reasonably requested by the
Collateral Agent to be filed, registered or recorded in order to create in favor
of the Collateral Agent, for the benefit of the Secured
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Parties, a perfected Lien on the Collateral described therein, prior and
superior in right to any other Person (other than with respect to Liens
expressly permitted by Section 7.3), shall have been delivered to the Collateral
Agent in proper form for filing, registration or recordation, subject to Section
6.13.

                  (r) Insurance. The Collateral Agent shall have received
insurance certificates satisfying the requirements of Section 5.3 of the
Guarantee and Collateral Agreement.

                  (s) Section 6.11. The Borrower and each Subsidiary Guarantor
shall have satisfied each of the requirements of Section 6.11 which are required
to be satisfied on or before the Closing Date.

                  5.2      Conditions to Each Extension of Credit. The agreement
of each Lender to make any extension of credit requested to be made by it
hereunder on any date (including, without limitation, its initial extension of
credit and the Delayed Draw Term Loans) is subject to the satisfaction of the
following conditions precedent:

                  (a) Representations and Warranties. (i) Each of the
representations and warranties made by any Loan Party in or pursuant to the Loan
Documents which is qualified by materiality shall be true and correct and (ii)
each of the other representations and warranties made by any Loan Party in or
pursuant to the Loan Documents shall be true and correct in all material
respects, in each case on and as of such date as if made on and as of such date.

                  (b) No Default. No Default or Event of Default shall have
occurred and be continuing on such date or after giving effect to the extensions
of credit requested to be made on such date.

                  (c) Borrowing Base. In the case of each Revolving Extension of
Credit, the Designated Agents shall be satisfied that, after giving effect
thereto, the Borrowing Base shall not be less than the Total Revolving
Extensions of Credit.

                  Each borrowing by and issuance of a Letter of Credit on behalf
of the Borrower hereunder shall constitute a representation and warranty by the
Borrower as of the date of such extension of credit that the conditions
contained in this Section 5.2 have been satisfied.

                           SECTION 6. AFFIRMATIVE COVENANTS

                  The Borrower hereby agrees that, so long as the Commitments
remain in effect, any Letter of Credit remains outstanding or any Loan or other
amount is owing to any Lender or any Agent hereunder, the Borrower shall and
shall cause each of its Subsidiaries (other than any Immaterial Subsidiary) to:

                  6.1      Financial Statements. Furnish to each Agent (to be
promptly furnished by the Administrative Agent to each Lender):

                  (a) as soon as available, but in any event within 90 days
after the end of each fiscal year of the Borrower, a copy of the audited
consolidated balance sheet of the Borrower and its consolidated Subsidiaries as



at the end of such year and the related audited consolidated
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statements of income and of cash flows for such year, setting forth in each case
in comparative form the figures as of the end of and for the previous year,
reported on without a "going concern" or like qualification or exception, or
qualification arising out of the scope of the audit, by PricewaterhouseCoopers
LLP or other independent certified public accountants of nationally recognized
standing;

                  (b) as soon as available, but in any event not later than 45
days after the end of each of the first three quarterly periods of each fiscal
year of the Borrower, the unaudited consolidated balance sheet of the Borrower
and its consolidated Subsidiaries as at the end of such quarter and the related
unaudited consolidated statements of income and of cash flows for such quarter
and the portion of the fiscal year through the end of such quarter, setting
forth in each case in comparative form the figures as of the end of and for the
corresponding period in the previous year, certified by a Responsible Officer as
being fairly stated in all material respects (subject to normal year-end audit
adjustments); and

                  (c) as soon as available, but in any event not later than 30
days after the end of each month occurring during each fiscal year of the
Borrower (other than the third, sixth, ninth and twelfth such month), the
unaudited consolidated balance sheets of the Borrower and its Subsidiaries as at
the end of such month and the related unaudited consolidated statements of
income and of cash flows for such month and the portion of the fiscal year
through the end of such month, setting forth in each case in comparative form
the figures as of the end of and for the corresponding period in the previous
year, certified by a Responsible Officer as being fairly stated in all material
respects (subject to normal year-end audit adjustments);

all such financial statements to be complete and correct in all material
respects and to be prepared in reasonable detail and in accordance with GAAP
applied consistently throughout the periods reflected therein and with prior
periods (except as approved by such accountants or officer, as the case may be,
and disclosed therein).

                  6.2      Certificates; Other Information. Furnish to each
Agent (to be promptly furnished by the Administrative Agent to each Lender), or,
in the case of clause (f), to the relevant Lender:

                  (a) concurrently with the delivery of the financial statements
referred to in Section 6.1(a), a certificate of the independent certified public
accountants reporting on such financial statements stating that in making the
examination necessary therefor no knowledge was obtained of any Default or Event
of Default, except as specified in such certificate (it being understood that
such certificate shall be limited to the items that independent certified public
accountants are permitted to cover in such certificates pursuant to their
professional standards and customs of the profession);

                  (b) concurrently with the delivery of any financial statements
pursuant to Section 6.1, (i) a certificate of a Responsible Officer stating
that, to the best of such Responsible Officer's knowledge, each Loan Party
during such period has observed or performed all of its covenants and other
agreements, and satisfied every condition, contained in this Agreement and the
other Loan Documents to which it is a party to be observed, performed or
satisfied by it, in each case to the extent any failure to do so would
constitute a Default or Event of Default
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hereunder, and that such Responsible Officer has obtained no knowledge of any
Default or Event of Default except as specified in such certificate and (ii) in
the case of quarterly or annual financial statements, (x) a Compliance
Certificate containing all information and calculations necessary for
determining compliance by the Borrower and its Subsidiaries with the provisions
of this Agreement referred to therein as of the last day of the fiscal quarter
or fiscal year of the Borrower, as the case may be, (y) to the extent not
previously disclosed to the Collateral Agent, a listing of any Intellectual
Property material to the conduct of any Loan Party's business acquired by such
Loan Party since the date of the most recent list delivered pursuant to this
clause (y) (or, in the case of the first such list so delivered, since the
Closing Date) and (z) any UCC financing statements or other filings specified in
such Compliance Certificate as being required to be delivered therewith;

                  (c) as soon as available, and in any event no later than 45



days after the end of each fiscal year of the Borrower, a detailed consolidated
budget for the following fiscal year (including a projected consolidated balance
sheet of the Borrower and its Subsidiaries as of the end of the following fiscal
year, and the related consolidated statements of projected cash flow, projected
changes in financial position and projected income), and, as soon as available,
significant revisions, if any, of such budget and projections with respect to
such fiscal year (collectively, the "Projections"), which Projections shall in
each case be accompanied by a certificate of a Responsible Officer stating that
such Projections are based on reasonable estimates, information and assumptions
and that such Responsible Officer has no reason to believe that such Projections
are incorrect or misleading in any material respect;

                  (d) no later than 10 Business Days prior to the effectiveness
thereof, copies of substantially final drafts of any proposed amendment,
supplement, waiver or other modification with respect to the Indentures;

                  (e) within five days after the same are sent, copies of all
financial statements and reports that the Borrower sends to the holders of any
class of its debt securities or public equity securities and, within five days
after the same are filed, copies of all financial statements and reports that
the Borrower may make to, or file with, the SEC; and

                  (f) promptly, such additional financial and other information
as any Lender may from time to time reasonably request.

                  6.3      Redemption of Remaining 9.75% Senior Notes . On or
prior to October 15, 2003, (i) the Borrower shall deliver to the trustee in
respect of the 9.75% Senior Notes a notice of redemption in respect of any of
such securities remaining outstanding on the Closing Date after giving effect to
the application of the Initial Term Loans in accordance with the first sentence
of Section 4.16 and (ii) the Borrower shall deposit any proceeds of the Initial
Term Loans not applied on the Closing Date in accordance with the first sentence
of Section 4.16 with the trustee in respect of the 9.75% Senior Notes for
application towards redemption of such securities.

                  6.4      Conduct of Business and Maintenance of Existence,
etc. (a) (i) Preserve, renew and keep in full force and effect its corporate or
other existence and (ii) take all reasonable action to maintain all rights,
privileges and franchises necessary or desirable in the normal
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conduct of its business, except, in each case, as otherwise permitted by Section
7.4 and except, in the case of clause (ii) above, to the extent that failure to
do so could not reasonably be expected to have a Material Adverse Effect; and
(b) comply with all Contractual Obligations and Requirements of Law, except to
the extent that failure to comply therewith could not, in the aggregate,
reasonably be expected to have a Material Adverse Effect.

                  6.5      Maintenance of Property; Insurance. (a) Keep all
Property and systems useful and necessary in its business in good working order
and condition, ordinary wear and tear excepted and (b) maintain with financially
sound and reputable insurance companies insurance on all its Property in at
least such amounts and against at least such risks (but including in any event
public liability, product liability and business interruption) as are usually
insured against in the same general area by companies engaged in the same or a
similar business.

                  6.6      Inspection of Property; Books and Records;
Discussions. (a) Keep proper books of records and account in which full, true
and correct entries in conformity with GAAP and all Requirements of Law shall be
made of all dealings and transactions in relation to its business and activities
and (b) permit any Lender (accompanied by any other Lender that so elects) to
visit and inspect any of its properties and examine and make abstracts from any
of its books and records at any reasonable time, upon reasonable prior notice,
and to discuss the business, operations, properties and financial and other
condition of the Borrower and its Subsidiaries with officers and employees of
the Borrower and its Subsidiaries and with its independent certified public
accountants (it being understood that all such notices shall be given through
the Administrative Agent and shall be coordinated with any other such notices to
the extent reasonably possible), in each case no more often than twice in any
calendar year in the aggregate for all Lenders unless an Event of Default shall
have occurred and be continuing.

                  6.7      Notices. Promptly give notice to the Administrative
Agent (which shall promptly furnish such notice to the Lenders) of:



                  (a) the occurrence of any Default or Event of Default;

                  (b) any (i) default or event of default under any Contractual
Obligation of the Borrower or any of its Subsidiaries that could reasonably be
expected to have a Material Adverse Effect or (ii) litigation, investigation or
proceeding which may exist at any time between the Borrower or any of its
Subsidiaries and any Governmental Authority that, if adversely determined, could
reasonably be expected to have a Material Adverse Effect;

                  (c) any litigation or proceeding affecting the Borrower or any
of its Subsidiaries (i) in which the amount involved is $5,000,000 or more and
not covered by insurance or (ii) in which injunctive or similar relief is sought
which, if granted, could reasonably be expected to have a Material Adverse
Effect;

                  (d) the following events, as soon as possible and in any event
within 10 days after the Borrower knows or has reason to know thereof: (i) the
occurrence of any Reportable Event with respect to any Plan, a failure to make
any required contribution to a Plan, the creation of any Lien in favor of the
PBGC or a Plan or any withdrawal from, or the termination, Reorganization or
Insolvency of, any Multiemployer Plan or (ii) the institution of proceedings or
the taking of
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any other action by the PBGC or the Borrower or any Commonly Controlled Entity
or any Multiemployer Plan with respect to the withdrawal from, or the
termination, Reorganization or Insolvency of, any Plan; and

                  (e) any development or event that has had or could reasonably
be expected to have a Material Adverse Effect.

Each notice pursuant to this Section shall be accompanied by a statement of a
Responsible Officer setting forth details of the occurrence referred to therein
and stating what action the Borrower or the relevant Subsidiary proposes to take
with respect thereto.

                  6.8      Environmental Laws. Comply in all respects with, and
take all reasonable action to ensure compliance in all respects by all tenants
and subtenants, if any, with, all applicable Environmental Laws, and obtain and
comply in all respects with and maintain, and take all reasonable action to
ensure that all tenants and subtenants obtain and comply in all respects with
and maintain, any and all licenses, approvals, notifications, registrations or
permits required by applicable Environmental Laws, except to the extent that any
failures to so comply or maintain could not, in the aggregate, reasonably be
expected to result in a Material Adverse Effect.

                  6.9      Additional Collateral, etc. (a) With respect to any
Specified Personal Property acquired after the Closing Date by the Borrower or
any Subsidiary Guarantor (other than (x) any Property described in paragraph (b)
of this Section and (y) any Property subject to a Lien expressly permitted by
Section 7.3(g) or 7.3(j)) as to which the Collateral Agent, for the benefit of
the Secured Parties, does not have a perfected Lien, promptly (i) execute and
deliver to the Collateral Agent such amendments to the Guarantee and Collateral
Agreement or such other documents as the Collateral Agent reasonably deems
necessary to grant to the Collateral Agent, for the benefit of the Secured
Parties, a security interest in such Property and (ii) take all actions
necessary or advisable to grant to the Collateral Agent, for the benefit of the
Secured Parties, a perfected first priority security interest in such Property,
subject to Permitted Liens, including without limitation, the filing of Uniform
Commercial Code financing statements in such jurisdictions as may be required by
the Guarantee and Collateral Agreement or by law or as may be requested by the
Collateral Agent.

                  (b) With respect to any new Subsidiary (other than an Excluded
Foreign Subsidiary) created or acquired after the Closing Date (which, for the
purposes of this paragraph, shall include any existing Subsidiary that ceases to
be an Excluded Foreign Subsidiary), by the Borrower or any of the Subsidiary
Guarantors, promptly (i) execute and deliver to the Collateral Agent such
amendments to the Guarantee and Collateral Agreement as the Collateral Agent
deems necessary or advisable to grant to the Collateral Agent, for the benefit
of the Secured Parties, a perfected first priority security interest in the
Capital Stock of such new Subsidiary that is owned by the Borrower or any of the
Subsidiary Guarantors, (ii) deliver to the Collateral Agent the certificates
representing such Capital Stock, together with undated stock powers, in blank,
executed and delivered by a duly authorized officer of the Borrower or such



Subsidiary Guarantor, as the case may be, (iii) in the case of any Material
Subsidiary, cause such new Subsidiary (A) to become a party to the Guarantee and
Collateral Agreement and (B) to take such actions necessary or advisable to
grant to the Collateral Agent for the benefit of the Secured
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Parties a perfected first priority security interest in the Collateral described
in the Guarantee and Collateral Agreement with respect to such new Subsidiary
(subject to Permitted Liens), including, without limitation, the filing of
Uniform Commercial Code financing statements in such jurisdictions as may be
required by the Guarantee and Collateral Agreement or by law or as may be
requested by the Collateral Agent, and (iv) if requested by the Administrative
Agent or the Collateral Agent, deliver to the Designated Agents legal opinions
relating to the matters described above, which opinions shall be in form and
substance, and from counsel, reasonably satisfactory to the Designated Agents.

                  (c) With respect to any new Excluded Foreign Subsidiary
created or acquired after the Closing Date by the Borrower or any of the
Subsidiary Guarantors, promptly (i) execute and deliver to the Collateral Agent
such amendments to the Guarantee and Collateral Agreement or such other
documents as the Collateral Agent deems necessary or advisable in order to grant
to the Collateral Agent, for the benefit of the Secured Parties, a perfected
first priority security interest in the Capital Stock of such new Subsidiary
that is owned by the Borrower or any of the Subsidiary Guarantors, (provided
that in no event shall more than 65% of the total outstanding Capital Stock of
any such new Excluded Foreign Subsidiary be required to be so pledged), (ii)
deliver to the Collateral Agent the certificates representing such Capital
Stock, together with undated stock powers, in blank, executed and delivered by a
duly authorized officer of the Borrower or such Subsidiary Guarantor, as the
case may be, and take such other action as may be necessary or, in the opinion
of the Collateral Agent, desirable to perfect the Lien of the Collateral Agent
thereon, and (iii) if requested by the Administrative Agent or the Collateral
Agent, deliver to the Designated Agents legal opinions relating to the matters
described above, which opinions shall be in form and substance, and from
counsel, reasonably satisfactory to the Designated Agents.

                  6.10     Borrowing Base Certificate. In the case of the
Borrower, deliver or cause to be delivered, at the Borrower's expense, the
following:

                  (a) to the Designated Agents, the following documents in a
form satisfactory to each of them:

                           (i)      on a monthly basis and in no event later
                                    than 20 days after the end of each such
                                    month or more frequently as the Collateral
                                    Agent or the Administrative Agent may
                                    reasonably request (but in no event more
                                    often than weekly so long as no Default or
                                    Event of Default shall exist and
                                    Consolidated Liquidity shall be no less than
                                    $25,000,000) or as the Borrower shall elect,
                                    a Borrowing Base Certificate, accompanied by
                                    such supporting detail and documentation as
                                    is contemplated by the Borrowing Base
                                    Certificate and/or as shall be requested by
                                    the Collateral Agent or the Administrative
                                    Agent in its reasonable discretion (in a
                                    form and detail satisfactory to the
                                    Designated Agents);

                           (ii)     on a monthly basis and in no event later
                                    than twenty days after the end of each such
                                    month or more frequently as the Collateral
                                    Agent or the Administrative Agent may in
                                    good faith request (but in no
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                                    event more often than weekly so long as no
                                    Default or Event of Default shall exist and
                                    Consolidated Liquidity shall be no less than
                                    $25,000,000), detailed agings of Accounts
                                    and a detailed listing of the inventory of
                                    Quail Tools (together with a reconciliation



                                    to its general ledger);

                           (iii)    upon the Collateral Agent's or the
                                    Administrative Agent's request in good faith
                                    (but in no event more often than weekly so
                                    long as no Default or Event of Default shall
                                    exist and Consolidated Liquidity shall be no
                                    less than $25,000,000), (A) copies of
                                    customer statements and credit memos,
                                    remittance advices and reports, and copies
                                    of deposit slips and bank statements, and
                                    (B) a statement of the outstanding loans and
                                    payments made, and Accounts owing to,
                                    Affiliates as of the last day of the
                                    immediately preceding month.

                  (b) To the Designated Agents such other reports, statements
and reconciliations with respect to the Borrowing Base or the Collateral as
either of them shall from time to time request in its reasonable discretion.

                  6.11     Cash Management Systems. (a) On or before the Closing
Date, deliver to the Designated Agents a schedule (the "Initial Account
Identification Schedule") identifying, for the Borrower and each Subsidiary
Guarantor, (i) the name and location of each bank and securities intermediary at
which the Borrower or such Subsidiary Guarantor maintains a deposit account,
securities account, lockbox account, concentration account, collection account
or disbursement account in the United States and (ii) the account number and
account name or other relevant descriptive data with respect to each such
account and such other information with respect to each such account as the
Designated Agents shall reasonably request. Within 10 days after the opening of
any deposit account, securities account, lockbox account, concentration account,
collection account or disbursement account in the United States not identified
in the Initial Account Identification Schedule, deliver to the Designated Agents
a schedule (a "Supplemental Account Identification Schedule") which provides, in
respect of each such account opened since the date of the Initial Account
Identification Schedule, the information set forth in clauses (i) and (ii) of
the preceding sentence.

                  (b) Within 10 Business Days of the Closing Date, cause to be
delivered to the Collateral Agent a Control Agreement and/or a Lockbox
Agreement, as appropriate, with respect to each account (other than any
Immaterial Account) described in the Initial Account Identification Schedule
which the Designated Agents require, in their sole discretion, to be subject to
such an agreement, in each case duly executed and delivered by the Borrower or
the relevant Subsidiary Guarantor and by the bank or securities intermediary
that maintains such account. On or before the date which is 30 days after the
delivery of any Supplemental Account Identification Schedule, cause to be
delivered to the Collateral Agent a Control Agreement and/or a Lockbox Agreement
with respect to each account (other than any Immaterial Account) described in
such Supplemental Account Identification Schedule which the Designated Agents
require, in their sole discretion, to be subject to such an agreement, in each
case duly executed and delivered by the Borrower or the relevant Subsidiary
Guarantor and by the bank or securities intermediary that maintains such
account.
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                  (c) Cause all proceeds of any Revolving Credit Facility
Collateral in every form, including, without limitation, cash, checks, wire
transfers and other forms of receipts, to be deposited promptly in a collection
account or lockbox account (i) in respect of which a Control Agreement and/or
Lockbox Agreement, as appropriate, is in effect and (ii) which, at any time
after a Dominion Event or a Default or Event of Default has occurred, is used
solely for the purpose of receiving proceeds of Revolving Credit Facility
Collateral.

                  6.12     Inspection of Revolving Credit Facility Collateral.
The Borrower agrees that the Collateral Agent or its agents may, as the
Collateral Agent shall deem necessary or appropriate in the exercise of its sole
discretion, enter upon the premises of the Borrower or any Subsidiary Guarantor
at any time and from time to time, during normal business hours and upon
reasonable notice under the circumstances, and at any time whatsoever on and
after the occurrence of a Default or Event of Default, for the purposes of
conducting field examinations and appraisals and inspecting, evaluating and
verifying the Collateral, all of the above to be at the Borrower's expense
during the existence of an Event of Default; if no Event of Default exists, only



one such examination and one such appraisal per fiscal quarter shall be at the
Borrower's expense; provided, that the Collateral Agent and the Borrower agree
that the Collateral Agent shall in any event conduct at least one such
examination and one such appraisal in each calendar year of the Borrower.

                  6.13     Mortgages. Within 60 days of the Closing Date, (a)
deliver to the Collateral Agent fully executed counterparts of Mortgages
covering all of the Mortgaged Vessels, (b) cause such Mortgages to be promptly
recorded in the recording offices required for the perfection of the mortgage
lien created thereby and (c) deliver to the Designated Agents such legal
opinions with respect to the Mortgages as they shall reasonably request.

                  6.14     Further Assurances. From time to time execute and
deliver, or cause to be executed and delivered, such additional instruments,
certificates or documents, and take such actions, as the Designated Agents may
reasonably request for the purposes of implementing or effectuating the
provisions of this Agreement and the other Loan Documents, or of more fully
perfecting or renewing the rights of the Agents and the Lenders with respect to
the Collateral (or with respect to any additions thereto or replacements or
proceeds thereof or with respect to any other property or assets hereafter
acquired by the Borrower or any Subsidiary which may be deemed to be part of the
Collateral) pursuant hereto or thereto. Upon the exercise by any Agent or any
Lender of any power, right, privilege or remedy pursuant to this Agreement or
the other Loan Documents which requires any consent, approval, recording,
qualification or authorization of any Governmental Authority, the Borrower will
execute and deliver, or will cause the execution and delivery of, all
applications, certifications, instruments and other documents and papers that
such Agent or such Lender may be required to obtain from the Borrower or any of
its Subsidiaries for such governmental consent, approval, recording,
qualification or authorization.

                           SECTION 7. NEGATIVE COVENANTS

                  The Borrower hereby agrees that, so long as the Commitments
remain in effect, any Letter of Credit remains outstanding or any Loan or other
amount is owing to any Lender or
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any Agent hereunder, the Borrower shall not, and shall not permit any of its
Subsidiaries (other than any Immaterial Subsidiary) to, directly or indirectly:

                  7.1      Financial Condition Covenants.

                  (a) Consolidated Leverage Ratio. Permit the Consolidated
Leverage Ratio as at the last day of any period of four consecutive fiscal
quarters of the Borrower ending with any fiscal quarter set forth below to
exceed the ratio set forth below opposite such fiscal quarter:

<TABLE>
<CAPTION>
                                                                                   Consolidated
Fiscal Quarter                                                                    Leverage Ratio
- --------------                                                                    --------------
<S>                                                                               <C>
FQ4  2003                                                                            5.75:1.00
FQ1  2004                                                                            5.75:1.00
FQ2  2004                                                                            5.75:1.00
FQ3  2004                                                                            5.50:1.00
FQ4  2004 and                                                                        5.25:1.00
thereafter
</TABLE>

                  (b) Consolidated Interest Coverage Ratio. Permit the
Consolidated Interest Coverage Ratio for any period of four consecutive fiscal
quarters of the Borrower ending with any fiscal quarter set forth below to be
less than the ratio set forth below opposite such fiscal quarter:

<TABLE>
<CAPTION>
                                                                                   Consolidated
Fiscal Quarter                                                                    Leverage Ratio
- --------------                                                                    --------------
<S>                                                                               <C>
FQ4  2003                                                                            1.75:1.00
FQ1  2004                                                                            1.75:1.00



FQ2  2004                                                                            1.75:1.00
FQ3  2004                                                                            2.00:1.00
FQ4  2004                                                                            2.00:1.00
FQ1  2005                                                                            2.00:1.00
FQ2  2005 and                                                                        2.25:1.00
thereafter
</TABLE>

                  (c) Consolidated Senior Secured Leverage Ratio. Permit the
Consolidated Senior Secured Leverage Ratio as at the last day of any period of
four consecutive fiscal quarters of the Borrower to exceed 1.25:1.00.

                  (d) Consolidated Liquidity Ratio. Prior to the later to occur
of (i) the repayment in full of the Term Loans and (ii) the repayment in full of
the Existing Convertible Notes, permit the Consolidated Liquidity Ratio of the
Borrower as of the last day of any fiscal quarter of the Borrower to be less
than 1.25:1.00.

                  7.2      Limitation on Indebtedness. Create, incur, assume or
suffer to exist any Indebtedness, except:
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                  (a) Indebtedness of any Loan Party pursuant to any Loan
Document;

                  (b) Indebtedness (i) of the Borrower to any Subsidiary and of
any Wholly Owned Subsidiary Guarantor to the Borrower or any other Subsidiary
and (ii) of any Subsidiary to any Loan Party or other Subsidiary so long as such
Indebtedness arises from a loan or advance that is an Investment permitted under
Section 7.8;

                  (c) Indebtedness (including, without limitation, Capital Lease
Obligations) secured by Liens permitted by Section 7.3(g) in an aggregate
principal amount not to exceed $5,000,000 at any one time outstanding;

                  (d) Indebtedness outstanding on the date hereof and listed on
Schedule 7.2(d) and any refinancings, refundings, renewals or extensions thereof
(without any increase in the principal amount thereof or any shortening of the
maturity of any principal amount thereof);

                  (e) (i) Guarantee Obligations of the Borrower or any
Subsidiary in respect of Indebtedness permitted under this Section 7.2 to the
extent that such Guarantee Obligations would be permitted as Investments under
Section 7.8 and (ii) Guarantee Obligations made in the ordinary course of
business by the Borrower or any of its Subsidiaries of obligations of the
Borrower or any Subsidiary Guarantor;

                  (f) (i) Indebtedness of the Borrower in respect of the Senior
Notes and (ii) Guarantee Obligations of any Subsidiary Guarantor in respect of
such Indebtedness;

                  (g) Indebtedness represented by agreements of the Borrower or
any Subsidiary providing for indemnification, adjustment of purchase price, or
similar obligations, in each case, incurred or assumed in connection with the
Disposition of any business, assets, or Capital Stock of the Borrower or any
Subsidiary; provided that the maximum aggregate liability in respect of all such
Indebtedness shall at no time exceed the gross proceeds actually received by the
Borrower and its Subsidiaries in connection with such Disposition; and

                  (h) additional Indebtedness of the Borrower or any of its
Subsidiaries in an aggregate principal amount (for the Borrower and all
Subsidiaries) not to exceed $10,000,000 at any one time outstanding.

                  7.3      Limitation on Liens. Create, incur, assume or suffer
to exist any Lien upon any of its Property, whether now owned or hereafter
acquired, except for:

                  (a) Liens for taxes, assessments or governmental charges or
claims not yet due or which are being contested in good faith by appropriate
proceedings, provided that adequate reserves with respect thereto are maintained
on the books of the Borrower or its Subsidiaries, as the case may be, in
conformity with GAAP;

                  (b) Landlords', carriers', warehousemen's, mechanics',
materialmen's, repairmen's or other like Liens arising in the ordinary course of



business which are not overdue for a period of more than 30 days or that are
being contested in good faith by appropriate proceedings;
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                  (c) pledges or deposits in connection with workers'
compensation, unemployment insurance and other social security legislation;

                  (d) deposits to secure the payment or performance of bids,
tenders, government contracts, trade contracts (other than for borrowed money),
leases, statutory or regulatory obligations, surety and appeal bonds,
performance bonds and other obligations of a like nature incurred in the
ordinary course of business;

                  (e) easements, rights-of-way, restrictions and other similar
encumbrances incurred in the ordinary course of business that, in the aggregate,
are not substantial in amount and which do not in any case materially detract
from the value of the Property subject thereto or materially interfere with the
ordinary conduct of the business of the Borrower or any of its Subsidiaries;

                  (f) Liens in existence on the date hereof listed on Schedule
7.3(f), securing Indebtedness permitted by Section 7.2(d), provided that no such
Lien is spread to cover any additional Property after the Closing Date and that
the amount of Indebtedness secured thereby is not increased;

                  (g) Liens securing Indebtedness of the Borrower or any other
Subsidiary incurred pursuant to Section 7.2(c) to finance the acquisition of
fixed or capital assets, provided that (i) such Liens shall be created within 90
days after the acquisition of such fixed or capital assets, (ii) such Liens do
not at any time encumber any Property other than the Property financed by such
Indebtedness and (iii) the amount of Indebtedness secured thereby is not
increased;

                  (h) Liens created pursuant to the Security Documents;

                  (i) any interest or title of a lessor under any lease entered
into by the Borrower or any other Subsidiary in the ordinary course of its
business and covering only the assets so leased;

                  (j) Liens not otherwise permitted by this Section 7.3 so long
as neither (i) the aggregate outstanding principal amount of the obligations
secured thereby nor (ii) the aggregate fair market value (determined, in the
case of each such Lien, as of the date such Lien is incurred) of the assets
subject thereto exceeds (as to the Borrower and all Subsidiaries) $10,000,000 at
any one time;

                  (k) judgment Liens not giving rise to an Event of Default so
long as any appropriate legal proceedings which may have been duly initiated for
the review of such judgment shall not have been finally terminated or the period
within which such proceedings may be initiated shall not have expired;

                  (l) Liens upon specific items of inventory or other goods of
the Borrower or any Subsidiary securing such Person's obligations in respect of
bankers acceptances issued or created for the account of such Person to
facilitate the purchase, shipment, or storage of such inventory or other goods;
and
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                  (m) Liens securing reimbursement obligations with respect to
commercial letters of credit that encumber documents and other property or
assets relating to such letters of credit and products and proceeds thereof.

                  7.4      Limitation on Fundamental Changes. Enter into any
merger, consolidation or amalgamation, or liquidate, wind up or dissolve itself
(or suffer any liquidation or dissolution), or Dispose of all or substantially
all of its Property or business, except that:

                  (a) any Subsidiary of the Borrower may be merged or
consolidated with or into the Borrower (provided that the Borrower shall be the
continuing or surviving corporation) or with or into any Subsidiary Guarantor
(provided that (i) the Subsidiary Guarantor shall be the continuing or surviving
corporation or (ii) simultaneously with such transaction, the continuing or
surviving corporation shall become a Subsidiary Guarantor and the Borrower shall
comply with Section 6.10 in connection therewith);



                  (b) any Subsidiary may merge with any other Subsidiary so long
as, in the case of any merger involving a Subsidiary Guarantor, the surviving
Subsidiary shall be a Subsidiary Guarantor and such merger could not reasonably
be expected to have a material adverse effect on the business, assets, property
or financial condition of the surviving Subsidiary; and

                  (c) any Subsidiary of the Borrower may Dispose of any or all
of its assets (upon voluntary liquidation or otherwise) to the Borrower or any
Subsidiary Guarantor and may be dissolved following such Disposition.

                  7.5      Limitation on Disposition of Property. Dispose of any
of its Property (including, without limitation, accounts receivables, rental
equipment and leasehold interests), whether now owned or hereafter acquired, or,
in the case of any Subsidiary, issue or sell any shares of such Subsidiary's
Capital Stock to any Person, except:

                  (a) the Disposition of obsolete or worn out property, or
property that is no longer used or useful in such Person's business, in the
ordinary course of business;

                  (b) the Disposition of inventory or other assets in the
ordinary course of business or consistent with past practice, or the sale of
inventory to any joint venture, in which the Borrower owns directly or
indirectly at least 50% of the Capital Stock, for resale by such joint venture
to its customers in the ordinary course of its business;

                  (c) Dispositions permitted by Section 7.4(c);

                  (d) the sale or issuance of any Subsidiary's Capital Stock to
the Borrower or any Subsidiary Guarantor;

                  (e) the Disposition of Property described in a letter, dated
October 10, 2003, from the Borrower to the Designated Agents and the Lenders;

                  (f) following the repayment in full of the Term Loans and the
Existing Convertible Notes, the Disposition of other assets having a fair market
value not to exceed $25,000,000 in the aggregate for any fiscal year of the
Borrower;
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                  (g) transfers of assets between or among the Borrower and the
Subsidiary Guarantors;

                  (h) Dispositions of cash or Cash Equivalents;

                  (i) the sale of a rig built by the Borrower or any Subsidiary
for the purpose of sale to a customer where the sale proceeds are recorded in
the Borrower's financial statements as operating income in accordance with GAAP;

                  (j) any trade or exchange by the Borrower or any Subsidiary of
one or more drilling rigs for one or more other drilling rigs owned or held by
another Person, provided that (A) the fair market value of the drilling rig or
rigs traded or exchanged by the Borrower or such Subsidiary (including any cash
or Cash Equivalents to be delivered by the Borrower or such Subsidiary) is
reasonably equivalent to the fair market value of the drilling rig or rigs
(together with any cash or Cash Equivalents) to be received by the Borrower or
such Subsidiary;

                  (k) any sale by the Borrower or any Subsidiary to its
customers of drill pipe, tools, and associated drilling equipment utilized in
connection with a drilling contract for the employment of a drilling rig in the
ordinary course of business and consistent with past practice;

                  (l) any Restricted Payment or Investment permitted under,
respectively, Section 7.6 or 7.8; and

                  (m) any Dispositions constituted by the granting of Liens
permitted by Section 7.3.

                  7.6      Limitation on Restricted Payments. Declare or pay any
dividend on, or make any payment on account of, or set apart assets for a
sinking or other analogous fund for, the purchase, redemption, defeasance,
retirement or other acquisition of, any Capital Stock of the Borrower or any
Subsidiary, whether now or hereafter outstanding, or make any other distribution
in respect thereof, either directly or indirectly, whether in cash or property



or in obligations of the Borrower or any Subsidiary, or enter into any
derivatives or other transaction with any financial institution, commodities or
stock exchange or clearinghouse (a "Derivatives Counterparty") obligating the
Borrower or any Subsidiary to make payments to such Derivatives Counterparty as
a result of any change in market value of any such Capital Stock (collectively,
"Restricted Payments"), except that:

                  (a) any Subsidiary (a "Paying Subsidiary") may make Restricted
Payments (i) to the Borrower or any Subsidiary Guarantor, (ii) in the case of
any Paying Subsidiary that is a partnership or a limited liability company,
ratably to the partners or members thereof, as the case may be, so long as at
least one such partner or member, as the case may be, is a Subsidiary Guarantor
and (iii) if such Paying Subsidiary is not a Subsidiary Guarantor, to any other
Subsidiary which is the parent of such Paying Subsidiary;

                  (b) the Borrower may make Restricted Payments in the form of
common stock of the Borrower;
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                  (c) so long as no Event of Default has occurred and is
continuing or would be caused thereby, the Borrower or any Subsidiary may
repurchase, redeem, or otherwise acquire or retire any Capital Stock of the
Borrower or any Subsidiary held by any existing or former officer or employee of
the Borrower or any Subsidiary pursuant to any equity subscription agreement,
stock option agreement, or similar agreement, provided, that the aggregate
amount of payments under this paragraph subsequent to the date hereof (net of
any proceeds received by the Borrower subsequent to the date hereof in
connection with resales of any common stock or common stock options so
purchased) shall not exceed $2,000,000 in any 12 month period; and

                  (d) the Borrower may acquire Capital Stock in connection with
the exercise of stock options or stock appreciation rights by way of cashless
exercise or in connection with the satisfaction of withholding tax obligations.

                  7.7      Limitation on Capital Expenditures. Make or commit to
make any Capital Expenditure, except (a) Capital Expenditures made with the
proceeds of any Reinvestment Deferred Amount, (b) Capital Expenditures of the
Borrower and its Subsidiaries in the ordinary course of business not exceeding
$50,000,000 for any fiscal year of the Borrower; provided, that (i) up to
$10,000,000 of any such amount referred to above in this clause (b), if not so
expended in the fiscal year for which it is permitted, may be carried over for
expenditure in the next succeeding fiscal year and (ii) Capital Expenditures
made pursuant to this clause (b) during any fiscal year shall be deemed made,
first, in respect of amounts permitted for such fiscal year as provided above
and second, in respect of amounts carried over from the prior fiscal year
pursuant to subclause (i) above, and (c) upon the repayment in full of the
Existing Convertible Notes and the Term Loans, and subject to the Consolidated
Liquidity being not less than $50,000,000 after giving effect to such Capital
Expenditure, the Borrower may make Capital Expenditures in an aggregate amount
for any fiscal year not to exceed $80,000,000.

                  7.8      Limitation on Investments. Make any advance, loan,
extension of credit (by way of guaranty or otherwise) or capital contribution
to, or purchase any Capital Stock, bonds, notes, debentures or other debt
securities of, or any assets constituting an ongoing business from, or make any
other investment in, any other Person (all of the foregoing, "Investments"),
except:

                  (a) extensions of trade credit in the ordinary course of
business;

                  (b) investments in Cash Equivalents;

                  (c) Investments arising in connection with the incurrence of
Indebtedness permitted by Section 7.2(b)(i), (d), (e) and (f)(ii);

                  (d) (i) loans and advances to employees of the Borrower or any
Subsidiaries of the Borrower in the ordinary course of business (including,
without limitation, for travel, entertainment and relocation expenses) in an
aggregate amount for the Borrower and Subsidiaries of the Borrower not to exceed
$2,000,000 at any one time outstanding and (ii) payroll, travel, and similar
advances to cover matters that are expected at the time of such advances
ultimately to be treated as expensed for accounting purposes and that are made
in the ordinary course of business;
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                  (e) Investments (other than those relating to the incurrence
of Indebtedness permitted by Section 7.8(c)) by the Borrower or any of its
Subsidiaries in the Borrower or any Person that, prior to such Investment, is a
Subsidiary Guarantor;

                  (f) in addition to Investments otherwise expressly permitted
by this Section, Investments by the Borrower or any of its Subsidiaries in an
aggregate amount (valued at cost) not to exceed $10,000,000 for any one
Investment and $25,000,000 in the aggregate for all such Investments during the
term of this Agreement; provided that, after giving effect to each such
Investment, Consolidated Liquidity is not less than $50,000,000;

                  (g) Investments existing on the date hereof and listed on
Schedule 7.8(g);

                  (h) [RESERVED];

                  (i) Investments made as a result of the receipt of non-cash
consideration from a Disposition of Property that was made in compliance with
Section 7.5, provided that no more than 25% of the total consideration received
from any such Disposition (except in the case of transactions permitted by
Section 7.5(j)) shall be non-cash consideration;

                  (j) any acquisition of assets solely in exchange for the
issuance of Capital Stock of the Borrower;

                  (k) any Investments received (i) in satisfaction of judgments
or compromise of obligations of trade creditors or customers that were incurred
in the ordinary course of business, including pursuant to any plan of
reorganization or similar arrangement upon the bankruptcy or insolvency of any
trade creditor or customer or (ii) as a result of a foreclosure by the Borrower
or a Subsidiary with respect to any Secured Investment in default; and

                  (l) in addition to Investments otherwise expressly permitted
by this Section, Investments by the Borrower or any of its Subsidiaries in joint
ventures and Subsidiaries that are not Subsidiary Guarantors in an aggregate
amount not exceeding at any time the Unused Investment Basket Amount at such
time.

                  7.9      Limitation on Optional Payments and Modifications of
Debt Instruments, etc. (a) Make or offer to make any optional or voluntary
payment, prepayment, repurchase or redemption of, or otherwise voluntarily or
optionally defease, the Senior Notes or the 10.125% Senior Notes, or segregate
funds for any such payment, prepayment, repurchase, redemption or defeasance, or
enter into any derivative or other transaction with any Derivatives Counterparty
obligating the Borrower or any Subsidiary to make payments to such Derivatives
Counterparty as a result of any change in market value of the Senior Notes or
the 10.125% Senior Notes, (b) except as contemplated in connection with the
Refinancing, amend, modify or otherwise change, or consent or agree to any
amendment, modification, waiver or other change to, any of the terms of the
Senior Notes, the Existing Convertible Notes or the 10.125% Senior Notes to the
extent that any such amendment, modification, waiver or other change would
shorten the maturity or increase the amount of any payment of principal thereof,
increase the rate or shorten the date for payment of interest thereon or make
any covenant or other restriction applicable to the Borrower or any of its
Subsidiaries materially more restrictive) or (c) amend its certificate of
incorporation in any manner adverse to the Administrative Agent or the Lenders.
For the avoidance of doubt,
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each of the parties hereto hereby acknowledge and agree that the provisions of
this Section 7.9 shall not apply to any prepayment of the Existing Convertible
Notes in connection with the Refinancing.

                  7.10     Limitation on Transactions with Affiliates. Enter
into any transaction, including, without limitation, any purchase, sale, lease
or exchange of Property, the rendering of any service or the payment of any
management, advisory or similar fees, with any Affiliate (other than the
Borrower or any Subsidiary Guarantor) unless such transaction is (a) otherwise
permitted under this Agreement, (b) in the ordinary course of business of the
Borrower or such Subsidiary, as the case may be, and (c) upon fair and
reasonable terms no less favorable to the Borrower or such Subsidiary, as the
case may be, than it would obtain in a comparable arm's length transaction with



a Person that is not an Affiliate, except for transactions permitted by the
following sentence. This Section 7.10 shall not apply to the following
transactions: (i) any employment agreement entered into by the Borrower or any
of its Subsidiaries in the ordinary course of business and consistent with past
practices, (ii) payment of reasonable directors' fees to Persons who are not
otherwise Affiliates of the Borrower, (iii) sales of Capital Stock of the
Borrower to Affiliates of the Borrower, (iv) any Restricted Payment or
Investment otherwise permitted under, respectively, Section 7.6 or 7.8, (v)
indemnification agreements with, and payments made, to officers, directors, and
employees of the Borrower or any Subsidiary pursuant to charter, bylaw,
statutory, or contractual provisions, and (vi) the performance of obligations of
the Borrower or any Subsidiary under the terms of any agreement to which the
Borrower or any Subsidiary is a party as of the date of this Agreement, and any
amendments, modifications, supplements, extensions, or renewals of such
agreements; provided that any such amendments, modifications, supplements,
extensions, or renewals of such agreements are no more disadvantageous, taken as
a whole, to the Agents and the Lenders than the terms of such agreements as in
effect on the date of this Agreement.

                  7.11     Limitation on Sales and Leasebacks. Enter into any
arrangement with any Person providing for the leasing by the Borrower or any
Subsidiary of real or personal property which has been or is to be sold or
transferred by the Borrower or such Subsidiary to such Person or to any other
Person to whom funds have been or are to be advanced by such Person on the
security of such property or rental obligations of the Borrower or such
Subsidiary.

                  7.12     Limitation on Changes in Fiscal Periods. Permit the
fiscal year of the Borrower to end on a day other than December 31 or change the
Borrower's method of determining fiscal quarters.

                  7.13     Limitation on Negative Pledge Clauses. Enter into or
suffer to exist or become effective any agreement that prohibits or limits the
ability of the Borrower or any of its Subsidiaries to create, incur, assume or
suffer to exist any Lien upon any of its Property or revenues, whether now owned
or hereafter acquired, to secure the Obligations or, in the case of any
guarantor, its obligations under the Guarantee and Collateral Agreement, other
than (a) this Agreement and the other Loan Documents, (b) the Indentures, (c)
any agreements governing any purchase money Liens or Capital Lease Obligations
or other secured Indebtedness otherwise permitted hereby (in which case, any
prohibition or limitation shall only be effective against the assets financed
thereby or securing such Indebtedness), (d) customary non assignment provisions
in any contract or lease entered into in the ordinary course of business and
consistent with past
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practices, (e) applicable law or any applicable rule, regulation, or order of
any Governmental Authority, (f) provisions with respect to the disposition or
distribution of assets or property in joint venture agreements, asset sale
agreements, stock sale agreements, and other similar agreements entered into in
the ordinary course of business, and (g) restrictions on cash or other deposits
or net worth imposed by customers under contracts entered into in the ordinary
course of business.

                  7.14     Limitation on Restrictions on Subsidiary
Distributions. Enter into or suffer to exist or become effective any consensual
encumbrance or restriction on the ability of any Subsidiary to (a) make
Restricted Payments in respect of any Capital Stock of such Subsidiary held by,
or pay any Indebtedness owed to, the Borrower or any other Subsidiary, (b) make
Investments in the Borrower or any other Subsidiary or (c) transfer any of its
assets to the Borrower or any other Subsidiary, except for such encumbrances or
restrictions existing under or by reason of (i) any restrictions existing under
the Loan Documents, (ii) any restrictions with respect to a Subsidiary imposed
pursuant to an agreement that has been entered into in connection with the
Disposition of all or substantially all of the Capital Stock or assets of such
Subsidiary, (iii) any restrictions imposed pursuant to agreements governing any
purchase money Liens or Capital Lease Obligations or other secured Indebtedness
otherwise permitted hereby (in which case, any prohibition or limitation shall
only be effective as to transfers of the assets financed thereby or securing
such Indebtedness), (iv) customary non assignment provisions in any contract or
lease entered into in the ordinary course of business and consistent with past
practices, (v) applicable law or any applicable rule, regulation, or order of
any Governmental Authority, (vi) provisions with respect to the disposition or
distribution of assets or property in joint venture agreements, asset sale
agreements, stock sale agreements, and other similar agreements entered into in



the ordinary course of business, provided that such provisions apply only to the
assets subject to such agreements, and (vii) restrictions on cash or other
deposits or net worth imposed by customers under contracts entered into in the
ordinary course of business.

                  7.15     Limitation on Lines of Business. Enter into any
material business except for those businesses in which the Borrower and its
Subsidiaries are engaged on the date of this Agreement or that are incidental or
reasonably related thereto or that are a reasonable extension thereof, as
determined in good faith by the Borrower or applicable Subsidiary.

                  7.16     Limitation on Hedge Agreements. Enter into any Hedge
Agreement other than Hedge Agreements entered into in the ordinary course of
business, and not for speculative purposes, to protect against changes in
interest rates or foreign exchange rates.

                           SECTION 8. EVENTS OF DEFAULT

                  If any of the following events shall occur and be continuing:

                  (a) The Borrower shall fail to pay any principal of any Loan
or Reimbursement Obligation when due in accordance with the terms hereof; or the
Borrower shall fail to pay any interest on any Loan or Reimbursement Obligation,
or any other amount payable hereunder or under any other Loan Document, within
three Business Days after any such interest or other amount becomes due in
accordance with the terms hereof or thereof; or

                                                                              72

                  (b) Any representation or warranty made or deemed made by any
Loan Party herein or in any other Loan Document or in any certificate, document
or financial or other statement furnished by it at any time under or in
connection with this Agreement or any such other Loan Document shall prove to
have been inaccurate in any material respect on or as of the date made or deemed
made or furnished; or

                  (c) (i) Any Loan Party shall default in the observance or
performance of any agreement contained in clause (i) or (ii) of Section 6.4(a)
(with respect to the Borrower only), Section 6.7(a) or Section 7, or in Section
5 of the Guarantee and Collateral Agreement or (ii) any Loan Party shall default
in the observance or performance of any agreement contained in Section 6.1 or in
clause (i) of Section 6.10(a) and such default shall continue unremedied for a
period of 10 days; or

                  (d) Any Loan Party shall default in the observance or
performance of any other agreement contained in this Agreement or any other Loan
Document (other than as provided in paragraphs (a) through (c) of this Section),
and such default shall continue unremedied for a period of 30 days; or

                  (e) The Borrower or any of its Subsidiaries shall (i) default
in making any payment of any principal of any Indebtedness (including, without
limitation, but without duplication of the Indebtedness guaranteed thereby, any
Guarantee Obligation, but excluding the Loans and Reimbursement Obligations) on
the scheduled or original due date with respect thereto; or (ii) default in
making any payment of any interest on any such Indebtedness beyond the period of
grace, if any, provided in the instrument or agreement under which such
Indebtedness was created; or (iii) default in the observance or performance of
any other agreement or condition relating to any such Indebtedness or contained
in any instrument or agreement evidencing, securing or relating thereto, or any
other event shall occur or condition exist, the effect of which default or other
event or condition is to cause, or to permit the holder or beneficiary of such
Indebtedness (or a trustee or agent on behalf of such holder or beneficiary) to
cause, with the giving of notice if required, such Indebtedness to become due
prior to its stated maturity or to become subject to or mandatory offer to
purchase by the obligor thereunder or (in the case of any such Indebtedness
constituting a Guarantee Obligation) to become payable; provided, that a
default, event or condition described in clause (i), (ii) or (iii) of this
paragraph (e) shall not at any time constitute an Event of Default unless, at
such time, one or more defaults, events or conditions of the type described in
clauses (i), (ii) and (iii) of this paragraph (e) shall have occurred and be
continuing with respect to Indebtedness the outstanding principal amount of
which exceeds in the aggregate $7,500,000; or

                  (f) (i) The Borrower or any of its Subsidiaries (other than
any Immaterial Subsidiary) shall commence any case, proceeding or other action
(A) under any existing or future law of any jurisdiction, domestic or foreign,



relating to bankruptcy, insolvency, reorganization or relief of debtors, seeking
to have an order for relief entered with respect to it, or seeking to adjudicate
it a bankrupt or insolvent, or seeking reorganization, arrangement, adjustment,
winding-up, liquidation, dissolution, composition or other relief with respect
to it or its debts, or (B) seeking appointment of a receiver, trustee,
custodian, conservator or other similar official for it or for all or any
substantial part of its assets, or the Borrower or any of its Subsidiaries
(other than any Immaterial Subsidiary) shall make a general assignment for the
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benefit of its creditors; or (ii) there shall be commenced against the Borrower
or any of its Subsidiaries (other than any Immaterial Subsidiary) any case,
proceeding or other action of a nature referred to in clause (i) above that (A)
results in the entry of an order for relief or any such adjudication or
appointment or (B) remains undismissed, undischarged or unbonded for a period of
60 days; or (iii) there shall be commenced against the Borrower or any of its
Subsidiaries (other than any Immaterial Subsidiary) any case, proceeding or
other action seeking issuance of a warrant of attachment, execution, distraint
or similar process against all or any substantial part of its assets that
results in the entry of an order for any such relief that shall not have been
vacated, discharged, or stayed or bonded pending appeal within 60 days from the
entry thereof; or (iv) the Borrower or any of its Subsidiaries shall take any
action in furtherance of, or indicating its consent to, approval of, or
acquiescence in, any of the acts set forth in clause (i), (ii), or (iii) above;
or (v) the Borrower or any of its Subsidiaries (other than any Immaterial
Subsidiary) shall generally not, or shall be unable to, or shall admit in
writing its inability to, pay its debts as they become due; or

                  (g) Any Person shall engage in any "prohibited transaction"
(as defined in Section 406 of ERISA or Section 4975 of the Code) involving any
Plan, (ii) any "accumulated funding deficiency" (as defined in Section 302 of
ERISA), whether or not waived, shall exist with respect to any Plan, or any Lien
in favor of the PBGC or a Plan shall arise on the assets of the Borrower or any
Commonly Controlled Entity, (iii) a Reportable Event shall occur with respect
to, or proceedings shall commence to have a trustee appointed, or a trustee
shall be appointed, to administer or to terminate, any Single Employer Plan,
which Reportable Event or commencement of proceedings or appointment of a
trustee is, in the reasonable opinion of the Required Lenders, likely to result
in the termination of such Plan for purposes of Title IV of ERISA, (iv) any
Single Employer Plan shall terminate for purposes of Title IV of ERISA, (v) the
Borrower or any Commonly Controlled Entity shall incur any liability in
connection with a withdrawal from, or the Insolvency or Reorganization of, a
Multiemployer Plan or (vi) any other event or condition shall occur or exist
with respect to a Plan; and in each case in clauses (i) through (vi) above, such
event or condition, together with all other such events or conditions, if any,
could reasonably be expected to have a Material Adverse Effect; or

                  (h) One or more judgments or decrees shall be entered against
the Borrower or any of its Subsidiaries involving for the Borrower and its
Subsidiaries taken as a whole a liability (not paid or fully covered by
insurance as to which the relevant insurance company has acknowledged coverage)
of $7,500,000 or more, and all such judgments or decrees shall not have been
vacated, discharged, stayed or bonded pending appeal by the earlier of (i) the
date which 30 days from the entry thereof and (ii) the date on which the
relevant judgment creditor(s) has begun to enforce such judgment(s) or
decree(s); or

                  (i) Any of the Security Documents shall cease, for any reason
(other than by reason of the express release thereof pursuant to Section 10.15),
to be in full force and effect, or any Loan Party or any Affiliate of any Loan
Party shall so assert, or any Lien on a material portion of the Collateral
created by any of the Security Documents shall cease (other than by reason of
the express release thereof pursuant to Section 10.15) to be enforceable and of
the same effect and priority purported to be created thereby; or
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                  (j) The guarantee contained in Section 2 of the Guarantee and
Collateral Agreement shall cease, for any reason (other than by reason of the
express release thereof pursuant to Section 10.15), to be in full force and
effect or any Loan Party or any Affiliate of any Loan Party shall so assert; or

                  (k) Any Change of Control shall occur; or

                  (l) The Existing Convertible Notes shall cease, for any



reason, to be validly subordinated to the Obligations as provided in the
Existing Convertible Notes Indenture;

then, and in any such event, (A) if such event is an Event of Default specified
in clause (i) or (ii) of paragraph (f) above with respect to the Borrower,
automatically the Commitments shall immediately terminate and the Loans
hereunder (with accrued interest thereon) and all other amounts owing under this
Agreement and the other Loan Documents (including, without limitation, all
amounts of L/C Obligations, whether or not the beneficiaries of the then
outstanding Letters of Credit shall have presented the documents required
thereunder) shall immediately become due and payable, and (B) if such event is
any other Event of Default, either or both of the following actions may be
taken: (i) with the consent of the Majority Revolving Credit Facility Lenders,
the Administrative Agent may, or upon the request of the Majority Revolving
Credit Facility Lenders, the Administrative Agent shall, by notice to the
Borrower declare the Revolving Credit Commitments to be terminated forthwith,
whereupon the Revolving Credit Commitments shall immediately terminate; (ii)
with the consent of the Majority Term Loan Facility Lenders, the Administrative
Agent may, or upon the request of the Majority Term Loan Facility Lenders, the
Administrative Agent shall, by notice to the Borrower declare the Term Loan
Commitments to be terminated forthwith, whereupon the Term Loan Commitments
shall immediately terminate; and (iii) with the consent of the Required Lenders,
the Administrative Agent may, or upon the request of the Required Lenders, the
Administrative Agent shall, by notice to the Borrower, declare the Loans
hereunder (with accrued interest thereon) and all other amounts owing under this
Agreement and the other Loan Documents (including, without limitation, all
amounts of L/C Obligations, whether or not the beneficiaries of the then
outstanding Letters of Credit shall have presented the documents required
thereunder) to be due and payable forthwith, whereupon the same shall
immediately become due and payable. In the case of all Letters of Credit with
respect to which presentment for honor shall not have occurred at the time of an
acceleration pursuant to this paragraph, the Borrower shall at such time deposit
in a cash collateral account opened by the Administrative Agent an amount equal
to the aggregate then undrawn and unexpired amount of such Letters of Credit.
Amounts held in such cash collateral account shall be applied by the
Administrative Agent to the payment of drafts drawn under such Letters of
Credit, and the unused portion thereof after all such Letters of Credit shall
have expired or been fully drawn upon, if any, shall be applied to repay other
obligations of the Borrower hereunder and under the other Loan Documents. After
all such Letters of Credit shall have expired or been fully drawn upon, all
Reimbursement Obligations shall have been satisfied and all other obligations of
the Borrower hereunder and under the other Loan Documents shall have been paid
in full, the balance, if any, in such cash collateral account shall be returned
to the Borrower (or such other Person as may be lawfully entitled thereto).
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                           SECTION 9. THE AGENTS

                  9.1      Appointment. Each Lender hereby irrevocably
designates and appoints the Agents as the agents of such Lender under this
Agreement and the other Loan Documents, and each Lender irrevocably authorizes
each Agent, in such capacity, to take such action on its behalf under the
provisions of this Agreement and the other Loan Documents and to exercise such
powers and perform such duties as are expressly delegated to such Agent by the
terms of this Agreement and the other Loan Documents, together with such other
powers as are reasonably incidental thereto. Notwithstanding any provision to
the contrary elsewhere in this Agreement, no Agent shall have any duties or
responsibilities, except those expressly set forth herein, or any fiduciary
relationship with any Lender, and no implied covenants, functions,
responsibilities, duties, obligations or liabilities shall be read into this
Agreement or any other Loan Document or otherwise exist against any Agent.

                  9.2      Delegation of Duties. Each Agent may execute any of
its duties under this Agreement and the other Loan Documents by or through
agents or attorneys-in-fact and shall be entitled to advice of counsel
concerning all matters pertaining to such duties. No Agent shall be responsible
for the negligence or misconduct of any agents or attorneys-in-fact selected by
it with reasonable care.

                  9.3      Exculpatory Provisions. Neither any Agent nor any of
its officers, directors, employees, agents, attorneys-in-fact or affiliates
shall be (i) liable for any action lawfully taken or omitted to be taken by it
or such Person under or in connection with this Agreement or any other Loan
Document (except to the extent that any of the foregoing are found by a final
and nonappealable decision of a court of competent jurisdiction to have resulted



from its or such Person's own gross negligence or willful misconduct) or (ii)
responsible in any manner to any of the Lenders for any recitals, statements,
representations or warranties made by any Loan Party or any officer thereof
contained in this Agreement or any other Loan Document or in any certificate,
report, statement or other document referred to or provided for in, or received
by the Agents under or in connection with, this Agreement or any other Loan
Document or for the value, validity, effectiveness, genuineness, enforceability
or sufficiency of this Agreement or any other Loan Document or for any failure
of any Loan Party to perform its obligations hereunder or thereunder. The Agents
shall not be under any obligation to any Lender to ascertain or to inquire as to
the observance or performance of any of the agreements contained in, or
conditions of, this Agreement or any other Loan Document, or to inspect the
properties, books or records of any Loan Party.

                  9.4      Reliance by Agents. Each Agent shall be entitled to
rely, and shall be fully protected in relying, upon any instrument, writing,
resolution, notice, consent, certificate, affidavit, letter, telecopy, telex or
teletype message, statement, order or other document or conversation believed by
it to be genuine and correct and to have been signed, sent or made by the proper
Person or Persons and upon advice and statements of legal counsel (including,
without limitation, counsel to the Loan Parties), independent accountants and
other experts selected by such Agent. The Agents may deem and treat the payee of
any Note as the owner thereof for all purposes unless such Note shall have been
transferred in accordance with Section 10.6 and all actions required by such
Section in connection with such transfer shall have been taken. Each Agent shall
be fully justified in failing or refusing to take any action under this
Agreement or any
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other Loan Document unless it shall first receive such advice or concurrence of
the Required Lenders (or, if so specified by this Agreement, all Lenders or any
other instructing group of Lenders specified by this Agreement) as it deems
appropriate or it shall first be indemnified to its satisfaction by the Lenders
against any and all liability and expense that may be incurred by it by reason
of taking or continuing to take any such action. Each Agent shall in all cases
be fully protected in acting, or in refraining from acting, under this Agreement
and the other Loan Documents in accordance with a request of the Required
Lenders (or, if so specified by this Agreement, all Lenders or any other
instructing group of Lenders specified by this Agreement), and such request and
any action taken or failure to act pursuant thereto shall be binding upon all
the Lenders and all future holders of the Loans.

                  9.5      Notice of Default. No Agent shall be deemed to have
knowledge or notice of the occurrence of any Default or Event of Default
hereunder unless such Agent shall have received notice from a Lender or the
Borrower referring to this Agreement, describing such Default or Event of
Default and stating that such notice is a "notice of default". In the event that
the Administrative Agent shall receive such a notice, the Administrative Agent
shall give notice thereof to the Lenders. The Administrative Agent shall take
such action with respect to such Default or Event of Default as shall be
reasonably directed by the Required Lenders (or, if so specified by this
Agreement, all Lenders or any other instructing group of Lenders specified by
this Agreement); provided that unless and until the Administrative Agent shall
have received such directions, the Administrative Agent may (but shall not be
obligated to) take such action, or refrain from taking such action, with respect
to such Default or Event of Default as it shall deem advisable in the best
interests of the Lenders.

                  9.6      Non-Reliance on Agents and Other Lenders. Each Lender
expressly acknowledges that neither any of the Agents nor any of their
respective officers, directors, employees, agents, attorneys-in-fact or
affiliates have made any representations or warranties to it and that no act by
any Agent hereafter taken, including any review of the affairs of a Loan Party
or any affiliate of a Loan Party, shall be deemed to constitute any
representation or warranty by any Agent to any Lender. Each Lender represents to
the Agents that it has, independently and without reliance upon any Agent or any
other Lender, and based on such documents and information as it has deemed
appropriate, made its own appraisal of and investigation into the business,
operations, property, financial and other condition and creditworthiness of the
Loan Parties and their affiliates and made its own decision to make its Loans
hereunder and enter into this Agreement. Each Lender also represents that it
will, independently and without reliance upon any Agent or any other Lender, and
based on such documents and information as it shall deem appropriate at the
time, continue to make its own credit analysis, appraisals and decisions in
taking or not taking action under this Agreement and the other Loan Documents,



and to make such investigation as it deems necessary to inform itself as to the
business, operations, property, financial and other condition and
creditworthiness of the Loan Parties and their affiliates. Except for notices,
reports and other documents expressly required to be furnished to the Lenders by
the Administrative Agent hereunder, no Agent shall have any duty or
responsibility to provide any Lender with any credit or other information
concerning the business, operations, property, condition (financial or
otherwise), prospects or creditworthiness of any Loan Party or any affiliate of
a Loan Party that may come into the possession of such Agent or any of its
officers, directors, employees, agents, attorneys-in-fact or affiliates.
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                  9.7      Indemnification. The Lenders agree to indemnify each
Agent in its capacity as such (to the extent not reimbursed by the Borrower and
without limiting the obligation of the Borrower to do so), ratably according to
their respective Aggregate Exposure Percentages in effect on the date on which
indemnification is sought under this Section (or, if indemnification is sought
after the date upon which the Commitments shall have terminated and the Loans
shall have been paid in full, ratably in accordance with such Aggregate Exposure
Percentages immediately prior to such date), for, and to save each Agent
harmless from and against, any and all liabilities, obligations, losses,
damages, penalties, actions, judgments, suits, costs, expenses or disbursements
of any kind whatsoever that may at any time (including, without limitation, at
any time following the payment of the Loans) be imposed on, incurred by or
asserted against such Agent in any way relating to or arising out of, the
Commitments, this Agreement, any of the other Loan Documents or any documents
contemplated by or referred to herein or therein or the transactions
contemplated hereby or thereby or any action taken or omitted by such Agent
under or in connection with any of the foregoing; provided that no Lender shall
be liable for the payment of any portion of such liabilities, obligations,
losses, damages, penalties, actions, judgments, suits, costs, expenses or
disbursements that are found by a final and nonappealable decision of a court of
competent jurisdiction to have resulted from such Agent's gross negligence or
willful misconduct. The agreements in this Section shall survive the payment of
the Loans and all other amounts payable hereunder.

                  9.8      Agent in Its Individual Capacity. Each Agent and its
affiliates may make loans to, accept deposits from and generally engage in any
kind of business with any Loan Party as though such Agent were not an Agent.
With respect to its Loans made or renewed by it and with respect to any Letter
of Credit issued or participated in by it, each Agent shall have the same rights
and powers under this Agreement and the other Loan Documents as any Lender and
may exercise the same as though it were not an Agent, and the terms "Lender" and
"Lenders" shall include each Agent in its individual capacity.

                  9.9      Successor Agents. The Administrative Agent may resign
as Administrative Agent upon 10 days' notice to the Lenders and the Borrower. If
the Administrative Agent shall resign as Administrative Agent under this
Agreement and the other Loan Documents, then the Required Lenders shall appoint
from among the Lenders a successor agent for the Lenders, which successor agent
shall (unless an Event of Default under Section 8(a) or Section 8(f) with
respect to the Borrower shall have occurred and be continuing) be subject to
approval by the Borrower (which approval shall not be unreasonably withheld or
delayed), whereupon such successor agent shall succeed to the rights, powers and
duties of the Administrative Agent, and the term "Administrative Agent" shall
mean such successor agent effective upon such appointment and approval, and the
former Administrative Agent's rights, powers and duties as Administrative Agent
shall be terminated, without any other or further act or deed on the part of
such former Administrative Agent or any of the parties to this Agreement or any
holders of the Loans. If no successor agent has accepted appointment as
Administrative Agent by the date that is 10 days following a retiring
Administrative Agent's notice of resignation, the retiring Administrative
Agent's resignation shall nevertheless thereupon become effective, and the
Lenders shall assume and perform all of the duties of the Administrative Agent
hereunder until such time, if any, as the Required Lenders appoint a successor
agent as provided for above. The Collateral Agent may, at any time, by notice to
the Lenders and the Administrative Agent, resign as Collateral Agent hereunder,
whereupon (i) its duties, rights,
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obligations and responsibilities hereunder shall automatically be assumed by,
and inure to the benefit of, the Administrative Agent, without any further act
by the Collateral Agent, the Administrative Agent or any Lender, (ii) the
resigning Collateral Agent shall deliver to the Administrative Agent any



Collateral held by it prior to such resignation, (iii) any liens in favor of the
resigning Collateral Agent shall be assigned by it to the Administrative Agent
and (iv) the Collateral Agent shall take any other action reasonably requested
by the Administrative Agent in connection with such resignation. After any
retiring Agent's resignation as Agent, the provisions of this Section 9 shall
inure to its benefit as to any actions taken or omitted to be taken by it while
it was Agent under this Agreement and the other Loan Documents.

                  9.10     Authorization to Release Liens and Guarantees. Each
of the Administrative Agent and the Collateral Agent is hereby irrevocably
authorized by each of the Lenders to effect any release of Liens or guarantee
obligations contemplated by Section 10.15.

                  9.11     The Arrangers; the Syndication Agent; the
Documentation Agent. The Arrangers, the Syndication Agent nor the Documentation
Agent, in their respective capacities as such, shall have no duties or
responsibilities, and shall incur no liability, under this Agreement and the
other Loan Documents.

                           SECTION 10. MISCELLANEOUS

                  10.1     Amendments and Waivers. Neither this Agreement or any
other Loan Document, nor any terms hereof or thereof may be amended,
supplemented or modified except in accordance with the provisions of this
Section 10.1. The Required Lenders, the Designated Agents and each Loan Party
party to the relevant Loan Document may, or (with the written consent of the
Required Lenders) the Agents and each Loan Party party to the relevant Loan
Document may, from time to time, (a) enter into written amendments, supplements
or modifications hereto and to the other Loan Documents (including amendments
and restatements hereof or thereof) for the purpose of adding any provisions to
this Agreement or the other Loan Documents or changing in any manner the rights
of the Lenders or of the Loan Parties hereunder or thereunder or (b) waive, on
such terms and conditions as may be specified in the instrument of waiver, any
of the requirements of this Agreement or the other Loan Documents or any Default
or Event of Default and its consequences; provided, however, that no such waiver
and no such amendment, supplement or modification shall:

                           (i)      forgive the principal amount or extend the
                                    final scheduled date of maturity of any Loan
                                    or Reimbursement Obligation, extend the
                                    scheduled date of any amortization payment
                                    in respect of any Term Loan, reduce the
                                    stated rate of any interest or fee payable
                                    hereunder or extend the scheduled date of
                                    any payment thereof, or increase the amount
                                    or extend the expiration date of any
                                    Commitment of any Lender, in each case
                                    without the consent of each Lender directly
                                    affected thereby;

                           (ii)     amend, modify or waive any provision of this
                                    Section or reduce any percentage specified
                                    in the definition of Required Lenders or
                                    Required Prepayment Lenders, consent to the
                                    assignment or
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                                    transfer by the Borrower of any of its
                                    rights and obligations under this Agreement
                                    and the other Loan Documents, release a
                                    material portion of the Collateral or
                                    release any material Subsidiary Guarantor
                                    from its guarantee obligations under the
                                    Guarantee and Collateral Agreement, in each
                                    case without the consent of all Lenders;

                           (iii)    release a material portion of the Revolving
                                    Credit Facility Collateral without the
                                    consent of all Revolving Credit Lenders or
                                    release a material portion of the Term Loan
                                    Facility Collateral without the consent of
                                    all Term Loan Lenders;

                           (iv)     amend, modify or waive any condition
                                    precedent to any extension of credit under



                                    the Revolving Credit Facility set forth in
                                    Section 5.2 (including, without limitation,
                                    the waiver of an existing Default or Event
                                    of Default required to be waived in order
                                    for such extension of credit to be made)
                                    without the consent of the Majority
                                    Revolving Credit Facility Lenders;

                           (v)      reduce the percentage specified in the
                                    definition of Majority Facility Lenders with
                                    respect to any Facility without the written
                                    consent of all Lenders under such Facility;

                           (vi)     amend, modify or waive any provision of
                                    Section 9, or any other provision affecting
                                    the rights, duties or obligations of any
                                    Agent, without the consent of any Agent
                                    directly affected thereby;

                           (vii)    amend, modify or waive any provision of
                                    Section 2.17 without the consent of each
                                    Lender directly affected thereby;

                           (viii)   amend, modify or waive any provision of
                                    Section 3 without the consent of each
                                    Issuing Lender affected thereby;

                           (ix)     impose restrictions on assignments and
                                    participations that are more restrictive
                                    than, or additional to, those set forth in
                                    Section 10.6 without the consent of all
                                    Lenders;

                           (x)      increase the Advance Rates under the
                                    Borrowing Base or increase the L/C
                                    Commitment without the consent of all
                                    Revolving Credit Lenders; or

                           (xi)     amend, modify or waive (A) any provision of
                                    (I) the definition of "Borrowing Base", (II)
                                    any of the capitalized terms used in such
                                    definition, (III) the definition of
                                    "Dominion Event", (IV) the definition of
                                    "Dominion Termination Event" or (B) the
                                    requirements with respect to Consolidated
                                    Liquidity in Section 2.10 or 2.11, in each
                                    case without the consent of Revolving Credit
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                                    Lenders whose Revolving Credit Percentages
                                    are no less than 75% in the aggregate.

Any such waiver and any such amendment, supplement or modification shall apply
equally to each of the Lenders and shall be binding upon the Loan Parties, the
Lenders, the Agents and all future holders of the Loans. In the case of any
waiver, the Loan Parties, the Lenders and the Agents shall be restored to their
former position and rights hereunder and under the other Loan Documents, and any
Default or Event of Default waived shall be deemed to be cured and not
continuing; but no such waiver shall extend to any subsequent or other Default
or Event of Default, or impair any right consequent thereon. Any such waiver,
amendment, supplement or modification shall be effected by a written instrument
signed by the parties required to sign pursuant to the foregoing provisions of
this Section; provided, that delivery of an executed signature page of any such
instrument by facsimile transmission shall be effective as delivery of a
manually executed counterpart thereof.

                  10.2     Notices. All notices, requests and demands to or upon
the respective parties hereto to be effective shall be in writing (including by
telecopy), and, unless otherwise expressly provided herein, shall be deemed to
have been duly given or made when delivered, or three Business Days after being
deposited in the mail, postage prepaid, or, in the case of telecopy notice, when
received, addressed (a) in the case of the Borrower and the Agents, as follows
and (b) in the case of the Lenders, as set forth in an administrative
questionnaire delivered to the Administrative Agent or on Schedule I to the
Lender Addendum to which such Lender is a party or, in the case of a Lender



which becomes a party to this Agreement pursuant to an Assignment and
Acceptance, in such Assignment and Acceptance or (c) in the case of any party,
to such other address as such party may hereafter notify to the other parties
hereto:

                  The Borrower:              Parker Drilling Company
                                             1401 Enclave Parkway
                                             Suite 600
                                             Houston, Texas  77077
                                             Attention: Jim Whalen
                                             Telecopy: 281-406-2010
                                             Telephone: 281-406-2024

                  The Collateral Agent:      Deutsche Bank Trust Company
                                             Americas
                                             222 S. Riverside Plaza
                                             Chicago, Illinois 60606
                                             Mail Drop CHI05-2900
                                             Attention: Steven Friedlander
                                             Telecopy: 312-537-1327
                                             Telephone: 312-537-1847

                  The Administrative Agent:  Lehman Commercial Paper Inc.
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                                             745 Seventh Avenue
                                             16th Floor
                                             New York, New York 10019
                                             Attention: Diane Albanese
                                             Telecopy: 212-526-6643
                                             Telephone: 212-526-6590

                  Issuing Lender:            As notified by such Issuing Lender
                                             to the Administrative Agent and the
                                             Borrower

provided that any notice, request or demand to or upon the any Agent, any
Issuing Lender or any Lender shall not be effective until received.

                  10.3     No Waiver; Cumulative Remedies. No failure to
exercise and no delay in exercising, on the part of any Agent or any Lender, any
right, remedy, power or privilege hereunder or under the other Loan Documents
shall operate as a waiver thereof; nor shall any single or partial exercise of
any right, remedy, power or privilege hereunder preclude any other or further
exercise thereof or the exercise of any other right, remedy, power or privilege.
The rights, remedies, powers and privileges herein provided are cumulative and
not exclusive of any rights, remedies, powers and privileges provided by law.

                  10.4     Survival of Representations and Warranties. All
representations and warranties made herein, in the other Loan Documents and in
any document, certificate or statement delivered pursuant hereto or in
connection herewith shall survive the execution and delivery of this Agreement
and the making of the Loans and other extensions of credit hereunder.

                  10.5     Payment of Expenses. The Borrower agrees (a) to pay
or reimburse the Designated Agents for all their reasonable out-of-pocket costs
and expenses incurred in connection with the syndication of the Facilities
(other than fees payable to syndicate members) and the development, preparation
and execution of, and any amendment, supplement or modification to, this
Agreement and the other Loan Documents and any other documents prepared in
connection herewith or therewith, and the consummation and administration of the
transactions contemplated hereby and thereby, including, without limitation, the
reasonable fees and disbursements and other charges of counsel to the
Administrative Agent and the Collateral Agent and the charges of Intralinks, (b)
to pay or reimburse each Lender and the Agents for all their costs and expenses
incurred in connection with the enforcement or preservation of any rights under
this Agreement, the other Loan Documents and any other documents prepared in
connection herewith or therewith, including, without limitation, the fees and
disbursements of counsel (including the allocated fees and disbursements and
other charges of in-house counsel) to each Lender and of counsel to the Agents,
(c) to pay, indemnify, or reimburse each Lender and the Agents for, and hold
each Lender and the Agents harmless from, any and all recording and filing fees
and any and all liabilities with respect to, or resulting from any delay in
paying, stamp, excise and other taxes, if any, which may be payable or
determined to be payable in connection with the execution and delivery of, or



consummation or administration of any of the transactions contemplated by, or
any amendment, supplement or modification of, or any waiver or consent under or
in respect of, this Agreement, the other Loan Documents and any such other
documents, and (d) to pay, indemnify or reimburse each Lender, each Agent, their
respective affiliates, and
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their respective officers, directors, trustees, employees, advisors, agents and
controlling persons (each, an "Indemnitee") for, and hold each Indemnitee
harmless from and against any and all other liabilities, obligations, losses,
damages, penalties, actions, judgments, suits, costs, expenses or disbursements
of any kind or nature whatsoever with respect to the execution, delivery,
enforcement, performance and administration of this Agreement, the other Loan
Documents and any such other documents, including, without limitation, any of
the foregoing relating to the use of proceeds of the Loans or the violation of,
noncompliance with or liability under, any Environmental Law applicable to the
operations of the Borrower any of its Subsidiaries or any of the Properties and
the fees and disbursements and other charges of legal counsel in connection with
the foregoing (all the foregoing in this clause (d), collectively, the
"Indemnified Liabilities"), provided, that the Borrower shall have no obligation
hereunder to any Indemnitee with respect to Indemnified Liabilities to the
extent such Indemnified Liabilities have resulted from the gross negligence or
willful misconduct of such Indemnitee, and provided further that the Borrower
shall have no obligation hereunder to any Indemnitee which is such an advisor
with respect to losses, damages, liabilities or related expenses of such advisor
in respect of any claims brought by any other Indemnitee against such advisor
arising from the negligence of such advisor in the provision of services to such
other Indemnitee. No Indemnitee shall be liable for any damages arising from the
use by unauthorized persons of Information or other materials sent through
electronic, telecommunications or other information transmission systems that
are intercepted by such persons or for any special, indirect, consequential or
punitive damages in connection with the Facilities. Without limiting the
foregoing, and to the extent permitted by applicable law, the Borrower agrees
not to assert and to cause its Subsidiaries not to assert, and hereby waives and
agrees to cause its Subsidiaries so to waive, all rights for contribution or any
other rights of recovery with respect to all claims, demands, penalties, fines,
liabilities, settlements, damages, costs and expenses of whatever kind or
nature, under or related to Environmental Laws, that any of them might have by
statute or otherwise against any Indemnitee. All amounts due under this Section
shall be payable not later than 30 days after written demand therefor.
Statements payable by the Borrower pursuant to this Section shall be submitted
to the Borrower at the address of the Borrower set forth in Section 10.2, or to
such other Person or address as may be hereafter designated by the Borrower in a
notice to the Administrative Agent. The agreements in this Section shall survive
repayment of the Loans and all other amounts payable hereunder.

                  10.6     Successors and Assigns; Participations and
Assignments. (a) This Agreement shall be binding upon and inure to the benefit
of the Borrower, the Lenders, the Agents, all future holders of the Loans and
their respective successors and assigns, except that the Borrower may not assign
or transfer any of its rights or obligations under this Agreement without the
prior written consent of the Agents and each Lender.

                  (b) Any Lender may, without the consent of the Borrower, in
accordance with applicable law, at any time sell to one or more banks, financial
institutions or other entities (each, a "Participant") participating interests
in any Loan owing to such Lender, any Commitment of such Lender or any other
interest of such Lender hereunder and under the other Loan Documents. In the
event of any such sale by a Lender of a participating interest to a Participant,
such Lender's obligations under this Agreement to the other parties to this
Agreement shall remain unchanged, such Lender shall remain solely responsible
for the performance thereof, such Lender shall remain the holder of any such
Loan for all purposes under this Agreement and the
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other Loan Documents, and the Borrower and the Agents shall continue to deal
solely and directly with such Lender in connection with such Lender's rights and
obligations under this Agreement and the other Loan Documents. In no event shall
any Participant under any such participation have any right to approve any
amendment or waiver of any provision of any Loan Document, or any consent to any
departure by any Loan Party therefrom, except to the extent that such amendment,
waiver or consent would require the consent of the Lender from whom such
Participant purchased such participation pursuant to Section 10.1. The Borrower
agrees that if amounts outstanding under this Agreement and the Loans are due or



unpaid, or shall have been declared or shall have become due and payable upon
the occurrence of an Event of Default, each Participant shall, to the maximum
extent permitted by applicable law, be deemed to have the right of setoff in
respect of its participating interest in amounts owing under this Agreement to
the same extent as if the amount of its participating interest were owing
directly to it as a Lender under this Agreement, provided that, in purchasing
such participating interest, such Participant shall be deemed to have agreed to
share with the Lenders the proceeds thereof as provided in Section 10.7(a) as
fully as if such Participant were a Lender hereunder. The Borrower also agrees
that each Participant shall be entitled to the benefits of Sections 2.18, 2.19
and 2.20 with respect to its participation in the Commitments and the Loans
outstanding from time to time as if such Participant were a Lender; provided
that, in the case of Section 2.19, such Participant shall have complied with the
requirements of said Section, and provided, further, that no Participant shall
be entitled to receive any greater amount pursuant to any such Section than the
transferor Lender would have been entitled to receive in respect of the amount
of the participation transferred by such transferor Lender to such Participant
had no such transfer occurred.

                  (c) Any Lender (an "Assignor") may, in accordance with
applicable law and upon written notice to the Administrative Agent, at any time
and from time to time assign to any Lender or any affiliate, Related Fund or
Control Investment Affiliate thereof or, with the consent of the Borrower and
the Administrative Agent and, in the case of any assignment of Revolving Credit
Commitments, the written consent of the Issuing Lender (which, in each case,
shall not be unreasonably withheld or delayed) (provided (x) that no such
consent need be obtained by the Administrative Agent or any of its Affiliates
and (y) the consent of the Borrower need not be obtained with respect to any
assignment of Term Loans or if an Event of Default shall have occurred and be
continuing), to an additional bank, financial institution or other entity that
is not a competitor of the Borrower or its Subsidiaries (an "Assignee") all or
any part of its rights and obligations under this Agreement pursuant to an
Assignment and Acceptance, substantially in the form of Exhibit E, executed by
such Assignee and such Assignor (and, where the consent of the Borrower, the
Administrative Agent or the Issuing Lender is required pursuant to the foregoing
provisions, by the Borrower and such other Persons) and delivered to the
Administrative Agent for its acceptance and recording in the Register; provided
that ((i) no such assignment to an Assignee (other than any Lender or any
affiliate thereof) shall be in an aggregate principal amount of less than
$2,500,000 (in the case of assignments of the Revolving Credit Facility) or
$1,000,000 (in the case of assignments of the Term Loan Facility) and (ii) after
giving effect thereto, the assigning Lender shall have Revolving Credit
Commitments and Revolving Credit Loans aggregating at least $2,500,000 (in the
case of the Revolving Credit Facility) or Term Loan Commitments and Term Loans
aggregating at least $1,000,000 (in the case of the Term Loan Facility), unless
otherwise agreed by the Borrower and the Administrative Agent (in each case
other than in the case of an assignment of all of a Lender's interests under
such Facility),
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unless otherwise agreed by the Borrower and the Administrative Agent. Any such
assignment need not be ratable as among the Facilities. Upon such execution,
delivery, acceptance and recording, from and after the effective date determined
pursuant to such Assignment and Acceptance, (x) the Assignee thereunder shall be
a party hereto and, to the extent provided in such Assignment and Acceptance,
have the rights and obligations of a Lender hereunder with Commitments and/or
Loans as set forth therein, and (y) the Assignor thereunder shall, to the extent
provided in such Assignment and Acceptance, be released from its obligations
under this Agreement (and, in the case of an Assignment and Acceptance covering
all of an Assignor's rights and obligations under this Agreement, such Assignor
shall cease to be a party hereto, except as to Section 2.18, 2.19 and 10.5 in
respect of the period prior to such effective date). Notwithstanding any
provision of this Section, the consent of the Borrower shall not be required for
any assignment that occurs at any time when any Event of Default shall have
occurred and be continuing. For purposes of the minimum assignment amounts set
forth in this paragraph, multiple assignments by or to two or more Related
Funds, or to two or more funds that will be Related Funds after giving effect to
such assignments, shall be aggregated.

                  (d) The Administrative Agent shall, on behalf of the Borrower,
maintain at its address referred to in Section 10.2 a copy of each Assignment
and Acceptance delivered to it and a register (the "Register") for the
recordation of the names and addresses of the Lenders and the Commitment of, and
principal amount of the Loans owing to, each Lender from time to time. The
entries in the Register shall be conclusive, in the absence of manifest error,



and the Borrower, each Agent and the Lenders shall treat each Person whose name
is recorded in the Register as the owner of the Loans and any Notes evidencing
such Loans recorded therein for all purposes of this Agreement. Any assignment
of any Loan, whether or not evidenced by a Note, shall be effective only upon
appropriate entries with respect thereto being made in the Register (and each
Note shall expressly so provide). Any assignment or transfer of all or part of a
Loan evidenced by a Note shall be registered on the Register only upon surrender
for registration of assignment or transfer of the Note evidencing such Loan,
accompanied by a duly executed Assignment and Acceptance; thereupon one or more
new Notes in the same aggregate principal amount shall be issued to the
designated Assignee, and the old Notes shall be returned by the Administrative
Agent to the Borrower marked "canceled". The Register shall be available for
inspection by the Borrower or any Lender (with respect to any entry relating to
such Lender's Loans) at any reasonable time and from time to time upon
reasonable prior notice.

                  (e) Upon its receipt of an Assignment and Acceptance executed
by an Assignor and an Assignee (and, in any case where the consent of any other
Person is required by Section 10.6(c), by each such other Person) together with
payment to the Administrative Agent of a registration and processing fee of
$3,500 (treating multiple, simultaneous assignments by or to two or more Related
Funds, or to two or more funds that will be Related Funds after giving effect to
such assignments, as a single assignment) (except that no such registration and
processing fee shall be payable in the case of an Assignee which is already a
Lender or is an affiliate or Related Fund of a Lender or a Person under common
management with a Lender), the Administrative Agent shall (i) promptly accept
such Assignment and Acceptance and (ii) on the effective date determined
pursuant thereto record the information contained therein in the Register and
give notice of such acceptance and recordation to the Borrower. On or prior to
such effective date, the Borrower, at its own expense, upon request, shall
execute and deliver to the Administrative Agent (in exchange for the Revolving
Credit Note and/or Term Note, as the case
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may be, of the assigning Lender) a new Revolving Credit Note and/or Term Note,
as the case may be, to the order of such Assignee in an amount equal to the
Revolving Credit Commitment and/or Term Loans, as the case may be, assumed or
acquired by it pursuant to such Assignment and Acceptance and, if the Assignor
has retained a Revolving Credit Commitment and/or Term Loans, as the case may
be, upon request, a new Revolving Credit Note and/or Term Note, as the case may
be, to the order of the Assignor in an amount equal to the Revolving Credit
Commitment and/or Term Loans, as the case may be, retained by it hereunder. Such
new Note or Notes shall be dated the Closing Date and shall otherwise be in the
form of the Note or Notes replaced thereby.

                  (f) For avoidance of doubt, the parties to this Agreement
acknowledge that the provisions of this Section concerning assignments of Loans
and Notes relate only to absolute assignments and that such provisions do not
prohibit assignments creating security interests in Loans and Notes, including,
without limitation, any pledge or assignment by a Lender of any Loan or Note to
any Federal Reserve Bank in accordance with applicable law.

                  10.7     Adjustments; Set-off. (a) Except to the extent that
this Agreement provides for payments to be allocated to a particular Lender, if
any Lender (a "Benefitted Lender") shall at any time receive any payment of all
or part of the Obligations owing to it under any Facility, or receive any
collateral in respect thereof (whether voluntarily or involuntarily, by set-off,
pursuant to events or proceedings of the nature referred to in Section 8(f), or
otherwise), in a greater proportion than any such payment to or collateral
received by any other Lender, if any, in respect of such other Lender's
Obligations under such Facility, such Benefitted Lender shall purchase for cash
from the other Lenders a participating interest in such portion of each such
other Lender's Obligations under such Facility, or shall provide such other
Lenders with the benefits of any such collateral, as shall be necessary to cause
such Benefitted Lender to share the excess payment or benefits of such
collateral ratably with each of the Lenders under such Facility; provided,
however, that if all or any portion of such excess payment or benefits is
thereafter recovered from such Benefitted Lender, such purchase shall be
rescinded, and the purchase price and benefits returned, to the extent of such
recovery, but without interest.

                  (b) In addition to any rights and remedies of the Lenders
provided by law, each Lender shall have the right, without prior notice to the
Borrower, any such notice being expressly waived by the Borrower to the extent
permitted by applicable law, upon any amount becoming due and payable by the
Borrower hereunder (whether at the stated maturity, by acceleration or



otherwise), to set off and appropriate and apply against such amount any and all
deposits (general or special, time or demand, provisional or final), in any
currency, and any other credits, indebtedness or claims, in any currency, in
each case whether direct or indirect, absolute or contingent, matured or
unmatured, at any time held or owing by such Lender or any branch or agency
thereof to or for the credit or the account of the Borrower. Each Lender agrees
promptly to notify the Borrower and the Administrative Agent after any such
setoff and application made by such Lender, provided that the failure to give
such notice shall not affect the validity of such setoff and application.

                  10.8     Counterparts. This Agreement may be executed by one
or more of the parties to this Agreement on any number of separate counterparts,
and all of said counterparts taken together shall be deemed to constitute one
and the same instrument. Delivery of an
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executed signature page of this Agreement or of a Lender Addendum by facsimile
transmission shall be effective as delivery of a manually executed counterpart
hereof. A set of the copies of this Agreement signed by all the parties shall be
lodged with the Borrower and the Administrative Agent.

                  10.9     Severability. Any provision of this Agreement that is
prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction,
be ineffective to the extent of such prohibition or unenforceability without
invalidating the remaining provisions hereof, and any such prohibition or
unenforceability in any jurisdiction shall not invalidate or render
unenforceable such provision in any other jurisdiction.

                  10.10    Integration. This Agreement and the other Loan
Documents represent the entire agreement of the Borrower, the Agents, the
Arranger and the Lenders with respect to the subject matter hereof and thereof,
and there are no promises, undertakings, representations or warranties by the
Arranger, any Agent or any Lender relative to subject matter hereof not
expressly set forth or referred to herein or in the other Loan Documents.

                  10.11    GOVERNING LAW. THIS AGREEMENT AND THE RIGHTS AND
OBLIGATIONS OF THE PARTIES UNDER THIS AGREEMENT SHALL BE GOVERNED BY, AND
CONSTRUED AND INTERPRETED IN ACCORDANCE WITH, THE LAW OF THE STATE OF NEW YORK.

                  10.12    Submission To Jurisdiction; Waivers. The Borrower
hereby irrevocably and unconditionally:

                  (a) submits for itself and its Property in any legal action or
proceeding relating to this Agreement and the other Loan Documents to which it
is a party, or for recognition and enforcement of any judgment in respect
thereof, to the non-exclusive general jurisdiction of the courts of the State of
New York, the courts of the United States of America for the Southern District
of New York, and appellate courts from any thereof;

                  (b) consents that any such action or proceeding may be brought
in such courts and waives any objection that it may now or hereafter have to the
venue of any such action or proceeding in any such court or that such action or
proceeding was brought in an inconvenient court and agrees not to plead or claim
the same;

                  (c) agrees that service of process in any such action or
proceeding may be effected by mailing a copy thereof by registered or certified
mail (or any substantially similar form of mail), postage prepaid, to the
Borrower at its address set forth in Section 10.2 or at such other address of
which the Administrative Agent shall have been notified pursuant thereto;

                  (d) agrees that nothing herein shall affect the right to
effect service of process in any other manner permitted by law or shall limit
the right to sue in any other jurisdiction; and

                  (e) waives, to the maximum extent not prohibited by law, any
right it may have to claim or recover in any legal action or proceeding referred
to in this Section any special, exemplary, punitive or consequential damages.
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                  10.13    Acknowledgments. The Borrower hereby acknowledges
that:

                  (a) it has been advised by counsel in the negotiation,



execution and delivery of this Agreement and the other Loan Documents;

                  (b) neither the Arranger, any Agent nor any Lender has any
fiduciary relationship with or duty to the Borrower arising out of or in
connection with this Agreement or any of the other Loan Documents, and the
relationship between the Arranger, the Agents and the Lenders, on one hand, and
the Borrower, on the other hand, in connection herewith or therewith is solely
that of debtor and creditor; and

                  (c) no joint venture is created hereby or by the other Loan
Documents or otherwise exists by virtue of the transactions contemplated hereby
among the Arranger, the Agents and the Lenders or among the Borrower and the
Lenders.

                  10.14    Confidentiality. Each of the Agents and the Lenders
agrees to keep confidential all non-public information provided to it by any
Loan Party pursuant to this Agreement that is designated by such Loan Party as
confidential; provided that nothing herein shall prevent any Agent or any Lender
from disclosing any such information (a) to the Arranger, any Agent, any other
Lender or any affiliate of any thereof, (b) to any Participant or Assignee
(each, a "Transferee") or prospective Transferee that agrees to comply with the
provisions of this Section or substantially equivalent provisions, (c) to any of
its employees, directors, agents, attorneys, accountants and other professional
advisors, (d) to any financial institution that is a direct or indirect
contractual counterparty in swap agreements or such contractual counterparty's
professional advisor (so long as such contractual counterparty or professional
advisor to such contractual counterparty agrees to be bound by the provisions of
this Section), (e) upon the request or demand of any Governmental Authority
having jurisdiction over it, (f) in response to any order of any court or other
Governmental Authority or as may otherwise be required pursuant to any
Requirement of Law, (g) in connection with any litigation or similar proceeding,
(h) that has been publicly disclosed other than in breach of this Section, (i)
to the National Association of Insurance Commissioners or any similar
organization or any nationally recognized rating agency that requires access to
information about a Lender's investment portfolio in connection with ratings
issued with respect to such Lender or (j) in connection with the exercise of any
remedy hereunder or under any other Loan Document. Notwithstanding anything to
the contrary in the foregoing sentence or any other express or implied
agreement, arrangement or understanding, the parties hereto hereby agree that,
from the commencement of discussions with respect to the financing provided
hereunder, any party hereto (and each of its employees, representatives, or
agents) is permitted to disclose to any and all persons, without limitation of
any kind, the tax structure and tax aspects of the transactions contemplated
hereby, and all materials of any kind (including opinions or other tax analyses)
related to such tax structure and tax aspects.

                  10.15    Release of Collateral and Guarantee Obligations.

                  (a) Notwithstanding anything to the contrary contained herein
or in any other Loan Document, promptly upon request of the Borrower in
connection with any Disposition of Property permitted by the Loan Documents, the
Collateral Agent shall (without notice to, or vote
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or consent of, any Lender, or any party to any Bank Product) take such actions
as shall be required to release its security interest in any Collateral being
Disposed of in such Disposition (including, in the case of a Disposition of any
Person, all Capital Stock of such Person and all Property of such Person), and
the Administrative Agent shall (without notice to, or vote or consent of, any
Lender, or any party to any Bank Product) take such actions as shall be required
to release any guarantee and other obligations under any Loan Document of any
Person being Disposed of in such Disposition. In addition, upon Parker Drilling
Offshore International, Inc., ceasing to guaranty the Senior Notes and the
10.125% Senior Notes, Parker Drilling Offshore International, Inc., shall
automatically be released from its guaranty obligations and any other
obligations under the Loan Documents, and the Administrative Agent shall
(without notice to, or vote or consent of, any Lender or any party to any Bank
Product) take such actions as shall be required or reasonably requested by the
Borrower to evidence such release. At such time as the Term Loans shall have
been repaid in full, the Existing Convertible Notes shall have been repaid in
full and the Consolidated Liquidity shall be not less than an amount to be
agreed upon by the Designated Agents at such time, promptly upon the request of
the Borrower, the Eligible Rental Equipment shall be removed from the Borrowing
Base, the Collateral Agent shall (without notice to, or vote or consent of, any
Lender, or any party to any Bank Product) take such actions as shall be required



to release its security interest in the Quail Rental Assets and the
Administrative Agent shall (without notice to, or vote or consent of, any Lender
or any party to any Bank Product) take such actions as shall be required or
reasonably requested by the Borrower to evidence such release.

                  (b) Notwithstanding anything to the contrary contained herein
or any other Loan Document, when all Obligations (other than obligations in
respect of any Bank Product) have been paid in full, all Commitments have
terminated or expired and no Letter of Credit shall be outstanding, upon request
of the Borrower, the Collateral Agent shall (without notice to, or vote or
consent of, any Lender, or any party to any Bank Product) take such actions as
shall be required to release its security interest in all Collateral, and the
Administrative Agent shall (without notice to, or vote or consent of, any
Lender, or any party to any Bank Product) take such actions as shall be required
to release all guarantee obligations under any Loan Document, whether or not on
the date of such release there may be outstanding Obligations in respect of Bank
Products. Any such release of guarantee obligations shall be deemed subject to
the provision that such guarantee obligations shall be reinstated if after such
release any portion of any payment in respect of the Obligations guaranteed
thereby shall be rescinded or must otherwise be restored or returned upon the
insolvency, bankruptcy, dissolution, liquidation or reorganization of the
Borrower or any Guarantor, or upon or as a result of the appointment of a
receiver, intervenor or conservator of, or trustee or similar officer for, the
Borrower or any Guarantor or any substantial part of its property, or otherwise,
all as though such payment had not been made.

                  10.16    Accounting Changes. In the event that any "Accounting
Change" (as defined below) shall occur and such change results in a change in
the method of calculation of financial covenants, standards or terms in this
Agreement, then the Borrower and the Administrative Agent agree to enter into
negotiations in order to amend such provisions of this Agreement so as to
equitably reflect such Accounting Change with the desired result that the
criteria for evaluating the Borrower's financial condition shall be the same
after such Accounting Change as if such Accounting Change had not been made.
Until such time as such an
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amendment shall have been executed and delivered by the Borrower, the
Administrative Agent and the Required Lenders, all financial covenants,
standards and terms in this Agreement shall continue to be calculated or
construed as if such Accounting Change had not occurred. "Accounting Change"
refers to any change in accounting principles required by the promulgation of
any rule, regulation, pronouncement or opinion by the Financial Accounting
Standards Board of the American Institute of Certified Public Accountants or, if
applicable, the SEC.

                  10.17    Delivery of Lender Addenda. Each initial Lender shall
become a party to this Agreement by delivering to the Administrative Agent a
Lender Addendum duly executed by such Lender, the Borrower and the
Administrative Agent.

                  10.18    Usury Not Intended. It is the intent of the Borrower
and each Lender in the execution and performance of this Agreement and the other
Loan Documents to contract in strict compliance with applicable usury laws,
including conflicts of law concepts, from time-to-time in effect governing the
Loans of each Lender. In furtherance thereof, the Lenders and the Borrower
stipulate and agree that none of the terms and provisions contained in this
Agreement or the other Loan Documents shall ever be construed to create a
contract to pay, as consideration for the use, forbearance or detention of
money, interest at a rate in excess of the maximum nonusurious interest rate
under applicable law (the "Maximum Rate") and that for purposes hereof
"interest" shall include the aggregate of all charges which constitute interest
under such laws that are contracted for, charged or received under this
Agreement; and in the event that, notwithstanding the foregoing, under any
circumstances the aggregate amounts taken, reserved, charged, received or paid
on the Loans, include amounts which by applicable law are deemed interest which
would exceed the Maximum Rate, then such excess shall be deemed to be a mistake
and each Lender receiving same shall credit the same on the principal of its
Loans (or if such Loans shall have been paid in full, refund said excess to the
Borrower). In the event that the maturity of any Loans is accelerated by reason
of any election of the holder thereof resulting from any Event of Default under
this Agreement or otherwise, or in the event of any required or permitted
prepayment, then such consideration that constitutes interest may never include
more than the Maximum Rate and excess interest, if any, provided for in this
Agreement or otherwise shall be canceled automatically as of the date of such



acceleration or prepayment and, if theretofore paid, shall be credited on the
applicable Loans (or, if the applicable Loans shall have been paid in full,
refunded to the Borrower). In determining whether or not the interest paid or
payable under any specific contingencies exceeds the Maximum Rate, the Borrower
and the Lenders shall to the maximum extent permitted under applicable law
amortize, prorate, allocate and spread in equal parts during the period of the
full stated term of the Loans all amounts considered to be interest under
applicable law at any time contracted for, charged, received or reserved in
connection with the Obligations. The provisions of this Section 10.18 shall
control over all other provisions of this Agreement or the other Loan Documents
which may be in apparent conflict herewith.

                  10.19    WAIVERS OF JURY TRIAL. THE BORROWER, THE AGENTS AND
THE LENDERS HEREBY IRREVOCABLY AND UNCONDITIONALLY WAIVE TRIAL BY JURY IN ANY
LEGAL ACTION OR PROCEEDING RELATING TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT
AND FOR ANY COUNTERCLAIM THEREIN.
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                  IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be duly executed and delivered by their proper and duly authorized
officers as of the day and year first above written.

                             PARKER DRILLING COMPANY

                                     By: _______________________________________
                                         Name:
                                         Title:

                                     LEHMAN BROTHERS INC., as Arranger

                                     By: _______________________________________
                                         Name:
                                         Title:

                                     DEUTSCHE BANK SECURITIES INC., as
                                     Arranger and as Syndication Agent

                                     By: _______________________________________
                                         Name:
                                         Title:

                                     By: _______________________________________
                                         Name:
                                         Title:

                                     DEUTSCHE BANK TRUST COMPANY
                                     AMERICAS, as Collateral Agent

                                     By: _______________________________________
                                         Name:
                                         Title:
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                                     LEHMAN COMMERCIAL PAPER INC.,
                                     as Administrative Agent

                                     By: _______________________________________
                                         Name:
                                         Title:

                                     BANK OF AMERICA, N.A.,
                                     as Documentation Agent

                                     By: _______________________________________
                                         Name:
                                         Title:

                                                                         Annex A

                     PRICING GRID FOR REVOLVING CREDIT LOANS

<TABLE>
<CAPTION>



===========================================================================================================
                                               APPLICABLE MARGIN            APPLICABLE MARGIN FOR BASE RATE
CONSOLIDATED LEVERAGE RATIO                  FOR EURODOLLAR LOANS                        LOANS
- -----------------------------------------------------------------------------------------------------------
<S>                                          <C>                            <C>
        > or = 5.50:1.00                             3.00%                               2.00%
- -----------------------------------------------------------------------------------------------------------
> or = 4.50:1.00 and <5.50:1.00                      2.75%                               1.75%
- -----------------------------------------------------------------------------------------------------------
> or = 3.50:1.00 and <4.50:1.00                      2.50%                               1.50%
- -----------------------------------------------------------------------------------------------------------
          <3.50:1.00                                 2.00%                               1.00%
===========================================================================================================
</TABLE>

Changes in the Applicable Margin with respect to Revolving Credit Loans
resulting from changes in the Consolidated Leverage Ratio shall become effective
on the date (the "Adjustment Date") on which financial statements are delivered
to the Lenders pursuant to Section 6.1(a) or 6.1(b) (but in any event not later
than the 45th day after the end of each of the first three quarterly periods of
each fiscal year or the 90th day after the end of each fiscal year, as the case
may be) and shall remain in effect until the next change to be effected pursuant
to this paragraph. If any financial statements referred to above are not
delivered within the time periods specified above, then, until such financial
statements are delivered, the Consolidated Leverage Ratio as at the end of the
fiscal period that would have been covered thereby shall for the purposes of
this definition be deemed to be greater than 5.50 to 1:00. Each determination of
the Consolidated Leverage Ratio pursuant to this Pricing Grid shall be made for
the periods and in the manner contemplated by Section 7.1(a).
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                  GUARANTEE AND COLLATERAL AGREEMENT, dated as of October 10,
2003, made by each of the signatories hereto (together with any other entity
that may become a party hereto as provided herein, the "Grantors"), in favor of
(i) DEUTSCHE BANK TRUST COMPANY AMERICAS, as Collateral Agent (in such capacity,
the "Collateral Agent") for the Lenders from time to time parties to the Credit
Agreement described below and (ii) LEHMAN COMMERCIAL PAPER INC., as
Administrative Agent under such Credit Agreement.

                              W I T N E S S E T H:

                  WHEREAS, PARKER DRILLING COMPANY, a Delaware corporation (the
"Borrower"), is a party to the Credit Agreement, dated as of October 10, 2003
(as amended, supplemented or otherwise modified from time to time, the "Credit
Agreement"), with the Lenders parties thereto, LEHMAN BROTHERS INC. and DEUTSCHE
BANK SECURITIES INC., as Arrangers, DEUTSCHE BANK SECURITIES INC., as
Syndication Agent, BANK OF AMERICA, N.A., as Documentation Agent, DEUTSCHE BANK



TRUST COMPANY AMERICAS, as Collateral Agent and LEHMAN COMMERCIAL PAPER INC., as
Administrative Agent;

                  WHEREAS, pursuant to the Credit Agreement, the Lenders have
severally agreed to make extensions of credit to the Borrower upon the terms and
subject to the conditions set forth therein;

                  WHEREAS, the Borrower is a member of an affiliated group of
companies that includes each other Grantor;

                  WHEREAS, the proceeds of the extensions of credit under the
Credit Agreement will be used in part to enable the Borrower to make valuable
transfers to one or more of the other Grantors in connection with the operation
of their respective businesses;

                  WHEREAS, certain of the Lenders or their affiliates may enter
into Bank Products with one or more of the Grantors;

                  WHEREAS, the Borrower and the other Grantors are engaged in
related businesses, and each Grantor will derive substantial direct and indirect
benefit from the extensions of credit under the Credit Agreement and from the
Bank Products; and

                  WHEREAS, it is a condition precedent to the obligation of the
Lenders to make their respective extensions of credit to the Borrower under the
Credit Agreement that the Grantors shall have executed and delivered this
Agreement to the Collateral Agent;

                  NOW, THEREFORE, in consideration of the premises and to induce
the Arrangers, the Agents and the Lenders to enter into the Credit Agreement and
to induce the Lenders to make their respective extensions of credit to the
Borrower thereunder, each Grantor hereby agrees with the Collateral Agent, for
the benefit of the Secured Parties, as follows:
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                            SECTION 1. DEFINED TERMS

                  1.1 Definitions. (a) Unless otherwise defined herein, terms
defined in the Credit Agreement and used herein shall have the meanings given to
them in the Credit Agreement and the following terms are used herein as defined
in the New York UCC: Accounts, Certificated Security, Chattel Paper, Commercial
Tort Claims, Documents, Equipment, Farm Products, General Intangibles, Goods,
Instruments, Inventory, Letter-of-Credit Rights and Supporting Obligations.

                  (b) The following terms shall have the following meanings:

                  "ACH Transactions": any cash management or related services
including controlled disbursement accounts and the automated clearinghouse
transfer of funds by any Lender for the account of the Borrower or any of its
Subsidiaries pursuant to agreement or overdrafts.

                  "Agreement": this Guarantee and Collateral Agreement, as the
same may be amended, supplemented or otherwise modified from time to time.

                  "Bank Products": all (a) ACH Transactions and credit card
facilities extended to the Borrower or any of its Subsidiaries by any Lender (or
any Affiliate of any Lender in reliance on such Lender's agreement to indemnify
such Affiliate), and any instruments governing any of the foregoing and (b)
Specified Hedge Agreements.

                  "Borrower Bank Product Obligations": the collective reference
to all obligations and liabilities of the Borrower (including, without
limitation, interest accruing at the then applicable rate provided in any Bank
Product after the filing of any petition in bankruptcy, or the commencement of
any insolvency, reorganization or like proceeding, relating to the Borrower,
whether or not a claim for post-filing or post-petition interest is allowed in
such proceeding) to any Qualified Counterparty, whether direct or indirect,
absolute or contingent, due or to become due, or now existing or hereafter
incurred, which may arise under, out of, or in connection with, any Bank Product
or any other document made, delivered or given in connection therewith, in each
case whether on account of principal, interest, reimbursement obligations, fees,
indemnities, costs, expenses or otherwise (including, without limitation, all
fees and disbursements of counsel to the relevant Qualified Counterparty that
are required to be paid by the Borrower pursuant to the terms of any Bank



Product).

                  "Borrower Credit Agreement Obligations": the collective
reference to the unpaid principal of and interest on the Loans and Reimbursement
Obligations and all other obligations and liabilities of the Borrower
(including, without limitation, interest accruing at the then applicable rate
provided in the Credit Agreement after the maturity of the Loans and
Reimbursement Obligations and interest accruing at the then applicable rate
provided in the Credit Agreement after the filing of any petition in bankruptcy,
or the commencement of any insolvency, reorganization or like proceeding,
relating to the Borrower, whether or not a claim for post-filing or
post-petition interest is allowed in such proceeding) to the Administrative
Agent, to the Collateral Agent or to any Lender, whether direct or indirect,
absolute or
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contingent, due or to become due, or now existing or hereafter incurred, which
may arise under, out of, or in connection with, the Credit Agreement, this
Agreement (other than Section 2.1(a)(ii)), or the other Loan Documents, or any
Letter of Credit, or any other document made, delivered or given in connection
therewith, in each case whether on account of principal, interest, reimbursement
obligations, fees, indemnities, costs, expenses or otherwise (including, without
limitation, all fees and disbursements of counsel to the Administrative Agent,
to the Collateral Agent or to the Lenders that are required to be paid by the
Borrower pursuant to the terms of any of the foregoing agreements), but
excluding any Borrower Bank Product Obligations.

                  "Borrower Guarantee Obligations": the collective reference to
the obligations of the Borrower which may arise under, out of, or in connection
with Section 2.1(a)(ii) of this Agreement.

                  "Borrower Obligations": the collective reference to (i) the
Borrower Credit Agreement Obligations, and (ii) to the extent that, and only so
long as, the Borrower Credit Agreement Obligations are secured and guaranteed
pursuant hereto, the Borrower Bank Product Obligations and the Borrower
Guarantee Obligations.

                  "Collateral": the collective reference to the Revolving Credit
Facility Collateral and the Term Loan Facility Collateral.

                  "Concentration Account": one or more bank accounts maintained
by the Collateral Agent, over which the Collateral Agent shall have sole
dominion and control, into which proceeds of Revolving Credit Facility
Collateral and any other amounts on deposit shall be transferred from other
accounts maintained by the Borrower and the Guarantors, in the event that the
Collateral Agent requires such transfer after a Dominion Event has occurred;
provided, that if a Dominion Termination Event has occurred, then the Collateral
Agent shall cease to require such transfers so long as such Dominion Termination
Event is continuing.

                  "Control Account": any account in respect of which a Control
Agreement has been delivered in accordance with Section 6.11 of the Credit
Agreement.

                  "Control Agreement": in respect of each account identified as
provided in Section 5.11(a), a Control Agreement, in form and substance
reasonably satisfactory to the Designated Agents, pursuant to which (a) the
Borrower or the Guarantor, as the case may be, that is the owner of such account
irrevocably instructs the bank or securities intermediary that maintains such
account that such bank or securities intermediary shall follow the instructions
or entitlement orders, as the case may be, of the Collateral Agent without
further consent of the Borrower or such Guarantor and (b) the Collateral Agent
agrees that it will not give any instructions or entitlement orders, as the case
may be, in respect of such account unless a Dominion Event has occurred. Each
Control Agreement shall contain such other terms as shall be customary for
agreements of such type.

                  "Copyrights": (i) all copyrights arising under the laws of the
United States, any other country or any political subdivision thereof, whether
registered or unregistered and whether published or unpublished (including,
without limitation, those listed in Schedule 5), all registrations and
recordings thereof, and all applications in connection therewith, including,
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without limitation, all registrations, recordings and applications in the United
States Copyright Office, and (ii) the right to obtain all renewals thereof.

                  "Copyright Licenses": any written agreement naming any Grantor
as licensor or licensee (including, without limitation, those listed in Schedule
5), granting any right under any Copyright, including, without limitation, the
grant of rights to manufacture, distribute, exploit and sell materials derived
from any Copyright.

                  "Excluded Assets": the collective reference to (i) any
contract, General Intangible, Copyright License, Patent License or Trademark
License ("Intangible Assets"), in each case to the extent the grant by the
relevant Grantor of a security interest pursuant to this Agreement in such
Grantor's right, title and interest in such Intangible Asset (A) is prohibited
by legally enforceable provisions of any contract, agreement, instrument or
indenture governing such Intangible Asset, (B) would give any other party to
such contract, agreement, instrument or indenture a legally enforceable right to
terminate its obligations thereunder or (C) is permitted only with the consent
of another party, if the requirement to obtain such consent is legally
enforceable and such consent has not been obtained; provided, that in any event
any Receivable or any money or other amounts due or to become due under any such
contract, agreement, instrument or indenture shall not be Excluded Assets to the
extent that any of the foregoing is (or if it contained a provision limiting the
transferability or pledge thereof would be) subject to Section 9-406 of the New
York UCC, (ii) Foreign Subsidiary Voting Stock excluded from the definition of
"Pledged Stock" set forth in this Section 1.1., (iii) any Property to the extent
that the Grantors are prohibited from granting a security interest in, pledge
of, or lien upon any such Property by reason of (A) an existing and enforceable
negative pledge provision to the extent such provision does not violate the
terms of the Credit Agreement or (B) applicable law or regulation to which such
Grantors are subject, except (in the case of either of the foregoing clauses (A)
and (B)) to the extent such prohibition is ineffective under Sections 9-406,
9-407, 9-408 or 9-409 of the New York UCC, (iv) permits and licenses to the
extent the grant of a security interest therein is prohibited under applicable
law or regulation or by their express terms, except to the extent such
prohibition is ineffective under Section 9-408 of the New York UCC, (v) Deposit
Accounts exclusively used for payroll, payroll taxes and other employee wage and
benefit payments to or for the benefit of any Grantor's salaried employees in
each case as long as such account remains a zero-balance account, and (vi) the
Capital Stock of AralParker, CJSC, SaiPar Drilling Company, B.V. and Parker TNK
Drilling Company, CJSC owned by the Grantors.

                  "First Priority Interests": as defined in Section 3.1(c).

                  "Foreign Subsidiary": any Subsidiary organized under the laws
of any jurisdiction outside the United States of America.

                  "Foreign Subsidiary Voting Stock": the voting Capital Stock of
any Foreign Subsidiary.

                  "Guarantor Bank Product Obligations": the collective reference
to all obligations and liabilities of a Guarantor (including, without
limitation, interest accruing at the then applicable rate provided in any Bank
Product after the filing of any petition in bankruptcy, or the commencement of
any insolvency, reorganization or like proceeding, relating to such Guarantor,
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whether or not a claim for post-filing or post-petition interest is allowed in
such proceeding) to any Qualified Counterparty, whether direct or indirect,
absolute or contingent, due or to become due, or now existing or hereafter
incurred, which may arise under, out of, or in connection with, any Bank Product
or any other document made, delivered or given in connection therewith, in each
case whether on account of principal, interest, reimbursement obligations, fees,
indemnities, costs, expenses or otherwise (including, without limitation, all
fees and disbursements of counsel to the relevant Qualified Counterparty that
are required to be paid by such Guarantor pursuant to the terms of any Bank
Product).

                  "Guarantor Obligations": with respect to any Guarantor, the
collective reference to (i) any Guarantor Bank Product Obligations of such
Guarantor, but only to the extent that, and only so long as, the obligations of
such Guarantor described in clause (ii) below are secured and guaranteed



pursuant hereto, and (ii) all obligations and liabilities of such Guarantor
(other than Guarantor Bank Product Obligations) which may arise under or in
connection with this Agreement (including, without limitation, Section 2) or any
other Loan Document to which such Guarantor is a party, in each case whether on
account of guarantee obligations, reimbursement obligations, fees, indemnities,
costs, expenses or otherwise (including, without limitation, all fees and
disbursements of counsel to the Collateral Agent, the Administrative Agent or
any other Secured Party that are required to be paid by such Guarantor pursuant
to the terms of this Agreement or any other Loan Document).

                  "Guarantors": the collective reference to each Grantor other
than the Borrower.

                  "Hedge Agreements": as to any Person, all interest rate swaps,
currency exchange agreements, commodity swaps, caps or collar agreements or
similar arrangements entered into by such Person providing for protection
against fluctuations in interest rates, currency exchange rates or commodity
prices or the exchange of nominal interest obligations, either generally or
under specific contingencies. For avoidance of doubt, Hedge Agreements shall
include any interest rate swap or similar agreement that provides for (i) the
payment by the Borrower or any of its Subsidiaries of amounts based upon a
floating rate in exchange for receipt by the Borrower or such Subsidiary of
amounts based upon a fixed rate or (ii) the payment by the Borrower or any of
its Subsidiaries of amounts based upon a fixed rate in exchange for receipt by
the Borrower or such Subsidiary of amounts based on a floating rate.

                  "Intellectual Property": the collective reference to all
rights, priorities and privileges relating to intellectual property, whether
arising under United States, multinational or foreign laws or otherwise,
including, without limitation, the Copyrights, the Copyright Licenses, the
Patents, the Patent Licenses, the Trademarks and the Trademark Licenses, and all
rights to sue at law or in equity for any infringement or other impairment
thereof, including the right to receive all proceeds and damages therefrom.

                  "Intercompany Note": any promissory note evidencing loans made
by any Grantor to the Borrower or any of its Subsidiaries.

                  "Investment Property": the collective reference to (i) all
"investment property" as such term is defined in Section 9-102(a)(49) of the New
York UCC (other than any Foreign Subsidiary Voting Stock excluded from the
definition of "Pledged Stock" in this Section 1.1)
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and (ii) whether or not constituting "investment property" as so defined, all
Pledged Notes and all Pledged Stock.

                  "Issuers": the collective reference to each issuer of any
Investment Property that constitutes Collateral.

                  "Lockbox": any U.S. Postal Service lockbox maintained by a
Lockbox Bank pursuant to a Lockbox Agreement.

                  "Lockbox Account": any account in respect of which a Lockbox
Agreement has been delivered in accordance with Section 6.11 of the Credit
Agreement.

                  "Lockbox Agreement": in respect of each lockbox account, and
related lockbox and collection account, an agreement, in form and substance
reasonably satisfactory to the Designated Agents, pursuant to which the bank
that maintains such account and the Borrower or the Guarantor, as the case may
be, that is the named owner of such account shall agree with the Collateral
Agent (a) that such lockbox and accounts shall be used solely for the collection
and deposit of proceeds of Revolving Credit Facility Collateral, (b) that, upon
notice from the Collateral Agent, such bank shall transfer at the end of each
business day all collected funds in any such account to a Concentration Account
and (c) the Collateral Agent agrees that it will not give the notice described
in the foregoing clause (b) unless a Dominion Event has occurred. Each Lockbox
Agreement shall contain such other terms as shall be customary for agreements of
such type.

                  "Lockbox Bank": any bank maintaining a Lockbox and Lockbox
Account pursuant to a Lockbox Agreement.

                  "New York UCC": the Uniform Commercial Code as from time to



time in effect in the State of New York.

                  "Obligations": (i) in the case of the Borrower, the Borrower
Obligations, and (ii) in the case of each Guarantor, its Guarantor Obligations.

                  "Parker International": Parker Drilling Offshore
International, Inc., a Cayman Islands corporation.

                  "Patents": (i) all letters patent of the United States, any
other country or any political subdivision thereof, all reissues and extensions
thereof and all goodwill associated therewith, including, without limitation,
any of the foregoing referred to in Schedule 5, (ii) all applications for
letters patent of the United States or any other country and all divisions,
continuations and continuations-in-part thereof, including, without limitation,
any of the foregoing referred to in Schedule 5, and (iii) all rights to obtain
any reissues or extensions of the foregoing.

                  "Patent License": all agreements, whether written or oral,
providing for the grant by or to any Grantor of any right to manufacture, use or
sell any invention covered in whole or in part by a Patent, including, without
limitation, any of the foregoing referred to in Schedule 5.
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                  "Pledged Notes": [all promissory notes listed on Schedule 2,]
all Intercompany Notes at any time issued to any Grantor and all other
promissory notes issued to or held by any Grantor (other than promissory notes
issued in connection with extensions of trade credit by any Grantor in the
ordinary course of business).

                  "Pledged Securities": the collective reference to the Pledged
Notes and the Pledged Stock.

                  "Pledged Stock": the shares of Capital Stock listed on
Schedule 2, together with any other shares, stock certificates, options or
rights of any nature whatsoever in respect of the Capital Stock of any Person
that may be issued or granted to, or held by, any Grantor while this Agreement
is in effect; provided that in no event shall more than 65% of the total
outstanding Foreign Subsidiary Voting Stock of any Foreign Subsidiary be
required to be pledged hereunder.

                  "Proceeds": all "proceeds" as such term is defined in Section
9-102(a)(64) of the Uniform Commercial Code in effect in the State of New York
on the date hereof and, in any event, including, without limitation, all
dividends or other income from the Investment Property that constitutes
Collateral, collections thereon or distributions or payments with respect
thereto.

                  "Quail Tools": Quail Tools, L.P., an Oklahoma limited
partnership.

                  "Qualified Counterparty": with respect to any Bank Product,
any counterparty thereto that, at the time such Bank Product was entered into,
was a Lender or an affiliate of a Lender.

                  "Receivable": any right to payment for goods sold, leased,
licensed, assigned or otherwise disposed of, or for services rendered, whether
or not such right is evidenced by an Instrument or Chattel Paper and whether or
not it has been earned by performance (including, without limitation, any
Account), that constitutes, or arises out of or in connection with, the
Collateral.

                  "Revolver Collateral Junior Interests": as defined in Section
3.1(b).

                  "Revolver Collateral Priority Interests": as defined in
Section 3.1(a).

                  "Revolving Credit Facility Collateral": (i) with respect to
each Grantor (other than Parker International), all Accounts in which such
Grantor now has or may hereafter acquire any right, title or interest and, to
the extent not otherwise included in the foregoing, all Proceeds and products of
any and all of the foregoing, all books and records relating to any of the
foregoing and all collateral, guarantees and other Supporting Obligations given
by any Person with respect to any of the foregoing, (ii) with respect to each



Grantor (other than Parker International), all Control Accounts, Concentration
Accounts and Lockbox Accounts in which such Grantor now has or may hereafter
acquire any right, title or interest and, to the extent not otherwise included
in the foregoing, all Proceeds and products of any and all of the foregoing, and
all collateral, guarantees and other Supporting Obligations given by any Person
with respect to any of the foregoing and (iii) with respect to Quail Tools only,
all Equipment in which Quail Tools now has or may hereafter acquire any right,
title or interest and, to the extent not otherwise included in the foregoing,
all Proceeds and products of any and all of the foregoing, and all
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collateral, guarantees and other Supporting Obligations given by any Person with
respect to any of the foregoing; provided that the Revolving Credit Facility
Collateral shall not include any Excluded Assets.

                  "Revolving Credit Facility Obligations": without duplication,
(a) with respect to the Borrower, all Borrower Obligations in respect of the
Revolving Credit Loans, Reimbursement Obligations, interest on Revolving Credit
Loans and Reimbursement Obligations, commitment fees payable in respect of the
Revolving Credit Facility pursuant to Section 2.8 of the Credit Agreement, fees
payable to the Collateral Agent pursuant to Section 2.8 of the Credit Agreement,
Letter of Credit fees and other amounts payable pursuant to Section 3 of the
Credit Agreement and any amounts payable to any Agent or Lender pursuant to
Section 10.5 of the Credit Agreement and/or Section 8.4 of this Agreement, in
each case to the extent such amounts relate to the Revolving Credit Facility and
(b) with respect to each Guarantor, all Guarantor Obligations of such Guarantor
in respect of the amounts described in the foregoing clause (a).

                  "Second Priority Interests": as defined in Section 3.1(d).

                  "Secured Parties": the collective reference to the Designated
Agents, the Lenders (including any Issuing Lender in its capacity as Issuing
Lender) and any Qualified Counterparties.

                  "Securities Act":  the Securities Act of 1933, as amended.

                  "Specified Hedge Agreement": any Hedge Agreement entered into
by the Borrower or any Subsidiary Guarantor and any Qualified Counterparty which
has been designated as a Specified Hedge Agreement pursuant to a notice given by
the Borrower and such Qualified Counterparty to the Designated Agents within 60
days after such Hedge Agreement is entered into.

                  "Specified Personal Property": any Property of the Borrower or
any Guarantor as to which the security interest of the Collateral Agent may be
perfected by (i) filing financing statements under the Uniform Commercial Code,
(ii) filings in the U.S. Patent and Trademark Office or the U.S. Copyright
Office, (iii) recording of a U.S. vessel mortgage or (iv) possession or
"Control" (as defined in Section 8-106 of the New York Uniform Commercial Code)
thereof in the United States, with respect to any personal property (other than
"Goods", as defined in Section 9-102 of the New York Uniform Commercial Code) in
which a security interest may be so perfected.

                  "Term Loan Collateral Junior Interests": as defined in Section
3.1(d).

                  "Term Loan Collateral Priority Interests": as defined in
Section 3.1(c).

                  "Term Loan Facility Collateral": with respect to each Grantor
(other than Parker International), all of the following in which such Grantor
now has or may hereafter acquire any right, title or interest, to the extent
such Property constitutes Specified Personal Property: all Chattel Paper,
Documents, General Intangibles, Instruments, Intellectual Property, Equipment,
Inventory, Investment Property, Goods, all books and records relating to any and
all of the
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foregoing, and all collateral, guarantees and other Supporting Obligations with
respect to any of the foregoing; provided, that Term Loan Facility Collateral
shall in any event exclude (a) all Revolving Credit Facility Collateral, (b) all
Excluded Assets, (c) all rolling stock, and (d) all Property listed in the
letter described in Section 7.5(e) of the Credit Agreement.



                  "Term Loan Facility Obligations": without duplication, (a)
with respect to the Borrower, all Borrower Obligations and (b) with respect to
each Guarantor, all Guarantor Obligations of such Guarantor; provided, that Term
Loan Facility Obligations shall in any event exclude all Revolving Credit
Facility Obligations.

                  "Trademarks": (i) all trademarks, trade names, corporate
names, company names, business names, fictitious business names, trade styles,
service marks, logos and other source or business identifiers, and all goodwill
associated therewith, now existing or hereafter adopted or acquired, all
registrations and recordings thereof, and all applications in connection
therewith, whether in the United States Patent and Trademark Office or in any
similar office or agency of the United States, any State thereof or any other
country or any political subdivision thereof, or otherwise, and all common-law
rights related thereto, including, without limitation, any of the foregoing
referred to in Schedule 5, and (ii) the right to obtain all renewals thereof.

                  "Trademark License": any agreement, whether written or oral,
providing for the grant by or to any Grantor of any right to use any Trademark,
including, without limitation, any of the foregoing referred to in Schedule 5.

                  1.2 Other Definitional Provisions. (a) The words "hereof,"
"herein", "hereto" and "hereunder" and words of similar import when used in this
Agreement shall refer to this Agreement as a whole and not to any particular
provision of this Agreement, and Section and Schedule references are to this
Agreement unless otherwise specified.

                  (b) The meanings given to terms defined herein shall be
equally applicable to both the singular and plural forms of such terms.

                  (c) Where the context requires, terms relating to the
Collateral or any part thereof, when used in relation to a Grantor, shall refer
to such Grantor's Collateral or the relevant part thereof.

                              SECTION 2. GUARANTEE

                  2.1 Guarantee. (a) (i) The Guarantors hereby, jointly and
severally, unconditionally and irrevocably, guarantee to the Administrative
Agent, for the ratable benefit of the Secured Parties and their respective
successors and assigns, the prompt and complete payment and performance by the
Borrower when due (whether at stated maturity, by acceleration or otherwise) of
the Borrower Obligations (other than, in the case of each Guarantor, Borrower
Obligations arising pursuant to clause (ii) of this Section 2.1(a) in respect of
Guarantor Bank Product Obligations in respect of which such Guarantor is a
primary obligor).

                  (ii) The Borrower hereby unconditionally and irrevocably
guarantees to the Administrative Agent, for the ratable benefit of the Secured
Parties and their respective
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successors and assigns, the prompt and complete payment and performance by each
Guarantor when due (whether at stated maturity, by acceleration or otherwise) of
the Guarantor Bank Product Obligations of such Guarantor.

                  (b) Anything herein or in any other Loan Document to the
contrary notwithstanding, (i) the maximum liability of each Guarantor hereunder
and under the other Loan Documents shall in no event exceed the amount which can
be guaranteed by such Guarantor under applicable federal and state laws relating
to fraudulent conveyances or transfers or the insolvency of debtors (after
giving effect to the right of contribution established in Section 2.2) and (ii)
the maximum liability of the Borrower under this Section 2 shall in no event
exceed the amount which can be guaranteed by the Borrower under applicable
federal and state laws relating to fraudulent conveyances or transfers or the
insolvency of debtors (after giving effect to the right of contribution
established in Section 2.2).

                  (c) (i) Each Guarantor agrees that the Borrower Obligations
may at any time and from time to time exceed the amount of the liability of such
Guarantor hereunder without impairing the guarantee of such Guarantor contained
in this Section 2 or affecting the rights and remedies of the Administrative
Agent or any Secured Party hereunder.



                  (ii) The Borrower agrees that the Guarantor Bank Product
Obligations may at any time and from time to time exceed the amount of the
liability of the Borrower under this Section 2 without impairing the guarantee
of the Borrower contained in this Section 2 or affecting the rights and remedies
of the Administrative Agent or any Secured Party hereunder.

                  (d) The guarantee contained in this Section 2 shall remain in
full force and effect until this Agreement terminates pursuant to Section 8.15,
notwithstanding that from time to time during the term of the Credit Agreement
the Borrower may be free from any Borrower Obligations and any or all of the
Guarantors may be free from their respective Guarantor Bank Product Obligations.

                  (e) No payment made by the Borrower, any of the Guarantors,
any other guarantor or any other Person or received or collected by any Agent or
any Secured Party from the Borrower, any of the Guarantors, any other guarantor
or any other Person by virtue of any action or proceeding or any set-off or
appropriation or application at any time or from time to time in reduction of or
in payment of the Borrower Obligations or the Guarantor Bank Product Obligations
shall be deemed to modify, reduce, release or otherwise affect the liability of
the Borrower or any Guarantor under this Section 2 which shall, notwithstanding
any such payment (other than any payment made by the Borrower or such Guarantor
in respect of the Borrower Obligations or the Guarantor Bank Product Obligations
or any payment received or collected from the Borrower or such Guarantor in
respect of the Borrower Obligations or the Guarantor Bank Product Obligations),
remain liable for the Borrower Obligations and the Guarantor Bank Product
Obligations up to the maximum liability of the Borrower or such Guarantor
hereunder until this Agreement terminates pursuant to Section 8.15.

                  2.2 Right of Contribution. (a) Each Guarantor hereby agrees
that to the extent that a Guarantor shall have paid more than its proportionate
share of any payment made hereunder or the Guarantor Bank Product Obligations,
such Guarantor shall be entitled to seek
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and receive contribution from and against any other Guarantor hereunder which
has not paid its proportionate share of such payment.

                  (b) The Borrower and each Guarantor agrees that to the extent
that the Borrower or any Guarantor shall have paid more than its proportionate
share of any payment made hereunder in respect of any Guarantor Bank Product
Obligation of any other Guarantor, the Borrower or such Guarantor, as the case
may be, shall be entitled to seek and receive contribution from and against the
Borrower and any other Guarantor which has not paid its proportionate share of
such payment.

                  (c) The Borrower's and each Guarantor's right of contribution
under this Section 2.2 shall be subject to the terms and conditions of Section
2.3. The provisions of this Section 2.2 shall in no respect limit the
obligations and liabilities of the Borrower or any Guarantor to the Agents and
the Secured Parties, and the Borrower and each Guarantor shall remain liable to
the Agents and the Secured Parties for the full amount guaranteed by the
Borrower or such Guarantor hereunder.

                  (d) The rights and obligations of the Grantors under this
Section 2.2 shall survive termination of this Agreement.

                  2.3 Subrogation. Notwithstanding any payment made by the
Borrower or any Guarantor hereunder or any set-off or application of funds of
the Borrower or any Guarantor by any Agent or any Secured Party, neither the
Borrower nor any Guarantor shall be entitled to be subrogated to any of the
rights of any Agent or any Secured Party against the Borrower or any other
Guarantor or any collateral security or guarantee or right of offset held by any
Agent or any Secured Party for the payment of the Borrower Obligations or the
Guarantor Bank Product Obligations, nor shall the Borrower or any Guarantor seek
or be entitled to seek any contribution or reimbursement from the Borrower or
any other Guarantor in respect of payments made by the Borrower or such
Guarantor hereunder, until this Agreement terminates pursuant to Section 8.15.
If any amount shall be paid to the Borrower or any Guarantor on account of such
subrogation rights at any time prior to termination of this Agreement pursuant
to Section 8.15, such amount shall be held by the Borrower or such Guarantor in
trust for the Agents and the Secured Parties, segregated from other funds of the
Borrower or such Guarantor, and shall, forthwith upon receipt by the Borrower or
such Guarantor, be turned over to the Administrative Agent in the exact form
received by the Borrower or such Guarantor (duly indorsed by the Borrower or



such Guarantor to the Administrative Agent, if required), to be applied against
the Obligations, whether matured or unmatured, in the order prescribed by the
Credit Agreement.

                  2.4 Amendments, etc. with Respect to the Borrower Obligations.
The Borrower and each Guarantor shall remain obligated hereunder notwithstanding
that, without any reservation of rights against the Borrower or any Guarantor
and without notice to or further assent by the Borrower or any Guarantor, any
demand for payment of any of the Borrower Obligations or Guarantor Bank Product
Obligations made by any Agent or any Secured Party may be rescinded by any Agent
or such Secured Party and any of the Borrower Obligations or Guarantor Bank
Product Obligations continued, and the Borrower Obligations or Guarantor Bank
Product Obligations, or the liability of any other Person upon or for any part
thereof, or any collateral security or guarantee therefor or right of offset
with respect thereto, may, from time to time, in whole or in part, be renewed,
extended, amended, modified, accelerated, compromised,
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waived, surrendered or released by any Agent or any Secured Party (to the extent
permitted by the Loan Documents and the Bank Products), and the Bank Products,
the Credit Agreement and the other Loan Documents and any other documents
executed and delivered in connection therewith may be amended, modified,
supplemented or terminated, in whole or in part, as the Agents (or the relevant
group of Lenders in accordance with the Credit Agreement, as the case may be)
may (to the extent permitted by the Loan Documents and the Bank Products) deem
advisable from time to time, and any collateral security, guarantee or right of
offset at any time held by any Agent or any Secured Party for the payment of the
Borrower Obligations or Guarantor Bank Product Obligations may (to the extent
permitted by the Loan Documents and the Bank Products) be sold, exchanged,
waived, surrendered or released. Neither any Agent nor any Secured Party shall,
except to the extent set forth in, and for the benefit of the parties to, the
agreements and instruments governing such Lien or guarantee, have any obligation
to protect, secure, perfect or insure any Lien at any time held by it as
security for the Borrower Obligations or Guarantor Bank Product Obligations or
for the guarantees contained in this Section 2 or any property subject thereto.

                  2.5 Guarantee Absolute and Unconditional. (a) Each Guarantor
waives any and all notice of the creation, renewal, extension or accrual of any
of the Borrower Obligations (other than any notice with respect to any Guarantor
Bank Product Obligation with respect to which such Guarantor is a primary
obligor and to which it is entitled pursuant to the applicable Bank Product) and
notice of or proof of reliance by any Agent or any Secured Party upon the
guarantee contained in this Section 2 or acceptance of the guarantee contained
in this Section 2; the Borrower Obligations, and any of them, shall conclusively
be deemed to have been created, contracted or incurred, or renewed, extended,
amended or waived, in reliance upon the guarantee contained in this Section 2;
and all dealings between the Borrower and any of the Guarantors, on the one
hand, and the Agents and the Secured Parties, on the other hand, likewise shall
be conclusively presumed to have been had or consummated in reliance upon the
guarantee contained in this Section 2. Each Guarantor waives diligence,
presentment, protest, demand for payment and notice of default or nonpayment to
or upon the Borrower or any of the Guarantors with respect to the Borrower
Obligations (other than any diligence, presentment, protest, demand or notice
with respect to any Guarantor Bank Product Obligation with respect to which such
Guarantor is a primary obligor and to which it is entitled pursuant to the
applicable Bank Product). Each Guarantor understands and agrees that the
guarantee of such Guarantor contained in this Section 2 shall be construed as a
continuing, absolute and unconditional guarantee of payment without regard to
(a) the validity or enforceability of the Credit Agreement or any other Loan
Document, any of the Borrower Obligations or any collateral security therefor or
guarantee or right of offset with respect thereto at any time or from time to
time held by any Agent or any Secured Party, (b) any defense, set-off or
counterclaim (other than a defense of payment or performance) which may at any
time be available to or be asserted by the Borrower or any other Person against
any Agent or any Secured Party, or (c) any other circumstance whatsoever (with
or without notice to or knowledge of the Borrower or such Guarantor) which
constitutes, or might be construed to constitute, an equitable or legal
discharge of the Borrower for the Borrower Obligations, or of such Guarantor
under the guarantee of such Guarantor contained in this Section 2, in bankruptcy
or in any other instance. When making any demand hereunder or otherwise pursuing
its rights and remedies hereunder against any Guarantor, any Agent or any
Secured Party may, but shall be under no obligation to, make a similar demand on
or otherwise pursue such rights and remedies as it may have against the
Borrower, any other Guarantor or any
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other Person or against any collateral security or guarantee for the Borrower
Obligations or any right of offset with respect thereto, and any failure by any
Agent or any Secured Party to make any such demand, to pursue such other rights
or remedies or to collect any payments from the Borrower, any other Guarantor or
any other Person or to realize upon any such collateral security or guarantee or
to exercise any such right of offset, or any release of the Borrower, any other
Guarantor or any other Person or any such collateral security, guarantee or
right of offset, shall not relieve any Guarantor of any obligation or liability
under this Section 2, and shall not impair or affect the rights and remedies,
whether express, implied or available as a matter of law, of any Agent or any
Secured Party against any Guarantor. For the purposes hereof "demand" shall
include the commencement and continuance of any legal proceedings.

         (b)      The Borrower waives any and all notice of the creation,
renewal, extension or accrual of any of the Guarantor Bank Product Obligations
and notice of or proof of reliance by the Administrative Agent or any Secured
Party upon the guarantee by the Borrower contained in this Section 2 or
acceptance of the guarantee by the Borrower contained in this Section 2; the
Guarantor Bank Product Obligations, and any of them, shall conclusively be
deemed to have been created, contracted or incurred, or renewed, extended,
amended or waived, in reliance upon the guarantee by the Borrower contained in
this Section 2; and all dealings between the Borrower and any of the Guarantors,
on the one hand, and the Agents and the Secured Parties, on the other hand, with
respect to any Guarantor Bank Product Obligation likewise shall be conclusively
presumed to have been had or consummated in reliance upon the guarantee by the
Borrower contained in this Section 2. The Borrower waives diligence,
presentment, protest, demand for payment and notice of default or nonpayment to
or upon the Borrower with respect to the Guarantor Bank Product Obligations. The
Borrower understands and agrees that the guarantee by the Borrower contained in
this Section 2 shall be construed as a continuing, absolute and unconditional
guarantee of payment without regard to (a) the validity or enforceability of the
Guarantor Bank Product Obligations or any other collateral security therefor or
guarantee or right of offset with respect thereto at any time or from time to
time held by any Agent or any Secured Party, (b) any defense, set-off or
counterclaim (other than a defense of payment or performance) which may at any
time be available to or be asserted by any Person against any Agent or any
Secured Party, or (c) any other circumstance whatsoever (with or without notice
to or knowledge of the Borrower or any Guarantor) which constitutes, or might be
construed to constitute, an equitable or legal discharge of the applicable
Guarantor for the applicable Guarantor Bank Product Obligations, or of the
Borrower under its guarantee contained in this Section 2, in bankruptcy or in
any other instance. When making any demand under this Section 2 or otherwise
pursuing its rights and remedies under this Section 2 against the Borrower, any
Agent or any Secured Party may, but shall be under no obligation to, make a
similar demand on or otherwise pursue such rights and remedies as it may have
against any Guarantor or any other Person or against any collateral security or
guarantee for the Guarantor Bank Product Obligations or any right of offset with
respect thereto, and any failure by any Agent or any Secured Party to make any
such demand, to pursue such other rights or remedies or to collect any payments
from any Guarantor or any other Person or to realize upon any such collateral
security or guarantee or to exercise any such right of offset, or any release of
any Guarantor or any other Person or any such collateral security, guarantee or
right of offset, shall not relieve the Borrower of any obligation or liability
under this Section 2, and shall not impair or affect the rights and remedies,
whether express, implied or available as a matter of law, of any Agent or any
Secured
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Party against the Borrower under this Section 2. For the purposes hereof
"demand" shall include the commencement and continuance of any legal
proceedings.

                  2.6 Reinstatement. The guarantee contained in this Section 2
shall continue to be effective, or be reinstated, as the case may be, if at any
time payment, or any part thereof, of any of the Borrower Obligations or
Guarantor Bank Product Obligations is rescinded or must otherwise be restored or
returned by the Administrative Agent or any Secured Party upon the insolvency,
bankruptcy, dissolution, liquidation or reorganization of the Borrower or any
Guarantor, or upon or as a result of the appointment of a receiver, intervenor
or conservator of, or trustee or similar officer for, the Borrower or any



Guarantor or any substantial part of its property, or otherwise, all as though
such payments had not been made. The provisions of this Section 2.6 shall
survive termination of this Agreement.

                  2.7 Payments. The Borrower and each Guarantor hereby
guarantees that payments by it hereunder will be paid (i) in the case of
obligations in respect of Borrower Obligations arising under the Credit
Agreement or any other Loan Document, to the Administrative Agent without
set-off or counterclaim in Dollars at the Payment Office specified in the Credit
Agreement and (ii) in the case of obligations in respect of any Borrower Bank
Product Obligations or any Guarantor Bank Product Obligations, to the relevant
Secured Party in the currency and at the place specified in the applicable Bank
Product.

                    SECTION 3. GRANTS OF SECURITY INTERESTS

                  3.1 Grants of Security Interests. (a) Each Grantor (other than
Parker International) hereby grants to the Collateral Agent, as security for
such Grantor's Obligations in respect of the Revolving Credit Facility
Obligations, a first priority security interest (collectively, the "Revolver
Collateral Priority Interests") in all right, title and interest of such Grantor
in all Revolving Credit Facility Collateral, whether now existing or hereafter
acquired.

                  (b) Each Grantor (other than Parker International) hereby
grants to the Collateral Agent, as security for such Grantor's Obligations in
respect of the Term Loan Facility Obligations, a second priority security
interest (collectively, the "Revolver Collateral Junior Interests") in all
right, title and interest of such Grantor in all Revolving Credit Facility
Collateral, whether now existing or hereafter acquired.

                  (c) Each Grantor (other than Parker International) hereby
grants to the Collateral Agent, as security for such Grantor's Obligations in
respect of the Term Loan Facility Obligations, a first priority security
interest (collectively, the "Term Loan Collateral Priority Interests" and,
together with the Revolver Collateral Priority Interests, the "First Priority
Interests") in all right, title and interest of such Grantor in all Term Loan
Facility Collateral, whether now existing or hereafter acquired.

                  (d) Each Grantor (other than Parker International) hereby
grants to the Collateral Agent, as security for such Grantor's Obligations in
respect of the Revolving Credit Facility Obligations, a second priority security
interest (collectively, the "Term Loan Collateral Junior Interests" and,
together with the Revolver Collateral Junior Interests, the "Second Priority
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Interests") in all right, title and interest of such Grantor in all Term Loan
Facility Collateral, whether now existing or hereafter acquired.

                  (e) (i) The Revolver Collateral Junior Interests are junior in
priority to the Revolver Collateral Priority Interests and (ii) the Term Loan
Collateral Junior Interests are junior in priority to the Term Loan Collateral
Priority Interests.

                  3.2 Separate Security Interests. The security interests
created pursuant to each of Section 3.1(a), Section 3.1(b), Section 3.1(c) and
Section 3.1(d) are separate and distinct security interests in the Collateral.

                   SECTION 4. REPRESENTATIONS AND WARRANTIES

                  To induce the Agents and the Lenders to enter into the Credit
Agreement and to induce the Lenders to make their respective extensions of
credit to the Borrower thereunder, each Grantor hereby represents and warrants
to the Agents and each Lender that:

                  4.1 Representations in Credit Agreement. (a) In the case of
each Guarantor, the representations and warranties set forth in Section 4 of the
Credit Agreement as they relate to such Guarantor or to the Loan Documents to
which such Guarantor is a party, each of which is hereby incorporated herein by
reference, are (i) if qualified by materiality, true and correct, and (ii) if
not so qualified, true and correct in all material respects, and the Agents and
each Lender shall be entitled to rely on each of them as if they were fully set
forth herein, provided that each reference in each such representation and
warranty to the Borrower's knowledge shall, for the purposes of this Section



4.1, be deemed to be a reference to such Guarantor's knowledge.

                  4.2 Title; No Other Liens. Except for the security interests
granted to the Collateral Agent for the benefit of the Secured Parties pursuant
to this Agreement and the other Liens permitted to exist on the Collateral by
the Credit Agreement, such Grantor owns each item of the Collateral free and
clear of any and all Liens or claims of others. No financing statement or other
public notice with respect to all or any part of the Collateral is on file or of
record in any public office, except such as have been filed in favor of the
Collateral Agent, for the ratable benefit of the Secured Parties, pursuant to
this Agreement or as are permitted by the Credit Agreement.

                  4.3 Perfected First Priority Liens. The security interests
granted pursuant to this Agreement (a) upon completion of the filings and other
actions specified on Schedule 3 will constitute valid perfected security
interests in all of the Collateral in favor of the Collateral Agent, for the
benefit of the Secured Parties, as collateral security for such Grantor's
Obligations, enforceable in accordance with the terms hereof against all
creditors of such Grantor and any Persons purporting to purchase any Collateral
from such Grantor and (b) (i) in the case of the First Priority Interests, are
prior to all other Liens on the Collateral in existence on the date hereof
except for the Liens permitted by the Credit Agreement and (ii) in the case of
the Second Priority Interests, are prior to all other Liens on the Collateral in
existence on the date hereof except for (A) the First Priority Interests, and
(B) the other Liens permitted by the Credit Agreement; provided that no
representations are made with respect to the requirements of any laws of any
jurisdiction other than the United States or any State thereof.
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                  4.4 Jurisdiction of Organization; Chief Executive Office. On
the date hereof, such Grantor's jurisdiction of organization, identification
number from the jurisdiction of organization (if any), and the location of such
Grantor's chief executive office or sole place of business or principal
residence, as the case may be, are specified on Schedule 4. Such Grantor has
furnished to the Designated Agents a certified charter, certificate of
incorporation or other organization document and good standing certificate as of
a date which is recent to the date hereof.

                  4.5 Farm Products. None of the Collateral constitutes, or is
the Proceeds of, Farm Products.

                  4.6 Investment Property. (a) The shares of Pledged Stock
pledged by such Grantor hereunder constitute all the issued and outstanding
shares of all classes of the Capital Stock of each Issuer owned by such Grantor
or, in the case of Foreign Subsidiary Voting Stock, if less, 65% of the
outstanding Foreign Subsidiary Voting Stock of each relevant Issuer.

                  (b) All the shares of the Pledged Stock have been duly and
validly issued and are fully paid and nonassessable.

                  (c) Each of the Pledged Notes constitutes the legal, valid and
binding obligation of the obligor with respect thereto, enforceable in
accordance with its terms, subject to the effects of bankruptcy, insolvency,
fraudulent conveyance, reorganization, moratorium and other similar laws
relating to or affecting creditors' rights generally, general equitable
principles (whether considered in a proceeding in equity or at law) and an
implied covenant of good faith and fair dealing.

                  (d) Such Grantor is the record and beneficial owner of, and
has good title to the Investment Property pledged by it hereunder, free of any
and all Liens or options in favor of, or claims of, any other Person, except the
security interest created by this Agreement and other Liens permitted by the
Credit Agreement; provided, that no representations are made with respect to the
requirements of any laws of any jurisdiction other than the United States or any
State thereof.

                  4.7 Receivables. (a) No amount payable to such Grantor under
or in connection with any Receivable is evidenced by any Instrument or Chattel
Paper which has not been delivered to the Collateral Agent to the extent
required by Section 5.2.

                  (b) None of the obligors on any Receivable is a Governmental
Authority.



                  (c) The amounts represented by such Grantor to the Secured
Parties from time to time as owing to such Grantor in respect of the Receivables
will at such times be accurate in all material respects.

                  (d) All Receivables of such Grantor existing on the Closing
Date arise from bona fide sales or leases by such Grantor of goods and services.
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                  4.8 Intellectual Property. (a) Schedule 5 lists all
Intellectual Property necessary for the conduct of its business as currently
conducted that is owned by such Grantor in its own name on the date hereof.

                  (b) On the date hereof, all material Intellectual Property of
such Grantor described on Schedule 5 is valid, subsisting, unexpired and
enforceable, has not been abandoned and does not infringe the intellectual
property rights of any other Person in any material respect.

                  (c) Except as set forth in Schedule 5, on the date hereof,
none of such Intellectual Property is the subject of any licensing or franchise
agreement pursuant to which such Grantor is the licensor or franchisor.

                  (d) No holding, decision or judgment has been rendered by any
Governmental Authority which would limit, cancel or question the validity of, or
such Grantor's rights in, any such Intellectual Property in any respect that
could reasonably be expected to have a Material Adverse Effect.

                  (e) No action or proceeding is pending, or, to the knowledge
of such Grantor, threatened, on the date hereof (i) seeking to limit, cancel or
question the validity of any such Intellectual Property or such Grantor's
ownership interest therein, or (ii) which, if adversely determined, would
reasonably be expected to have a Material Adverse Effect.

                              SECTION 5. COVENANTS

                  Each Grantor covenants and agrees with the Agents and the
Secured Parties that, from and after the date of this Agreement until this
Agreement terminates in accordance with Section 8.15:

                  5.1 Covenants in Credit Agreement. In the case of each
Guarantor, such Guarantor shall take, or shall refrain from taking, as the case
may be, each action that is necessary to be taken or not taken, as the case may
be, so that no Default or Event of Default is caused by the failure to take such
action or to refrain from taking such action by such Guarantor or any of its
Subsidiaries.

                  5.2 Delivery of Instruments and Chattel Paper. If any amount
payable under or in connection with any of the Collateral shall be or become
evidenced by any Instrument, Certificated Security or Chattel Paper, such
Instrument, Certificated Security or Chattel Paper shall be immediately
delivered to the Collateral Agent, duly indorsed in a manner satisfactory to the
Collateral Agent, to be held as Collateral pursuant to this Agreement; provided,
that the Grantors shall not be obligated to deliver to the Collateral Agent any
Instruments or Chattel Paper held by any Grantor at any time to the extent that
(a) the aggregate face amount of all such Instruments and Chattel Paper held by
all Grantors at such time does not exceed $5,000,000, and (b) the face amount of
any individual Instrument or Chattel Paper held by such Grantor at such time
does not exceed $1,000,000.

                  5.3 Maintenance of Insurance. (a) Such Grantor will maintain
or cause to be maintained, with financially sound and reputable companies,
insurance on all its Property in at
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least such amounts and against at least such risks (but including in any event
public liability, product liability and business interruption) as are usually
insured against in the same general area by companies engaged in the same or a
similar business.

                  (b) Within a reasonable period of time (as determined by the
Designated Agents), such Grantor shall cause the Collateral Agent to be named as
insured party or loss payee in respect of such insurance on the Collateral.



                  (c) The Borrower shall deliver to the Designated Agents and
the Lenders a report of a reputable insurance broker with respect to such
insurance substantially concurrently with the delivery by the Borrower to the
Designated Agents of its audited financial statements for each fiscal year and
such supplemental reports with respect thereto as the Designated Agents may from
time to time reasonably request.

                  5.4 Maintenance of Perfected Security Interest; Further
Documentation. (a) Such Grantor shall maintain the security interest created by
this Agreement as a perfected security interest having at least the priority
described in Section 4.3 and shall defend such security interest against the
claims and demands of all Persons whomsoever.

                  (b) Such Grantor will furnish to the Designated Agents and the
Lenders from time to time statements and schedules further identifying and
describing the assets and property of such Grantor and such other reports in
connection with the Collateral as the Designated Agents may reasonably request,
all in reasonable detail.

                  (c) At any time and from time to time, upon the written
request of the Collateral Agent, and at the sole expense of such Grantor, such
Grantor will promptly and duly execute and deliver, and have recorded, such
further instruments and documents and take such further actions as the
Collateral Agent may reasonably request for the purpose of obtaining or
preserving the full benefits of this Agreement and of the rights and powers
herein granted, including, without limitation, (i) the filing of any financing
or continuation statements under the Uniform Commercial Code (or other similar
laws) in effect in any jurisdiction in the United States with respect to the
security interests created hereby and (ii) in the case of Investment Property
that constitutes Collateral, taking any actions necessary to enable the
Collateral Agent to obtain "control" (within the meaning of the applicable
Uniform Commercial Code) with respect thereto.

                  5.5 Changes in Name, etc.. Such Grantor will not, except upon
15 days' prior written notice to the Designated Agents and delivery to the
Collateral Agent of all additional executed financing statements and other
documents reasonably requested by the Designated Agents to maintain the
validity, perfection and priority of the security interests provided for herein:

                  (i)      change its jurisdiction of organization or the
         location of its chief executive office or sole place of business or
         principal residence, as the case may be, from that referred to in
         Section 4.3; or

                  (ii)     change its name.
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                  5.6 Notices. Such Grantor will advise the Designated Agents
and the Lenders promptly, in reasonable detail, of:

                  (a) any Lien (other than security interests created hereby or
Liens permitted under the Credit Agreement) on any of the Collateral which would
adversely affect the ability of the Collateral Agent to exercise any of its
remedies hereunder; and

                  (b) the occurrence of any other event which could reasonably
be expected to have a Material Adverse Effect.

                  5.7 Investment Property. (a) If such Grantor shall become
entitled to receive or shall receive any certificate (including, without
limitation, any certificate representing a dividend or a distribution in
connection with any reclassification, increase or reduction of capital or any
certificate issued in connection with any reorganization), option or rights in
respect of the Capital Stock of any Issuer, whether in addition to, in
substitution of, as a conversion of, or in exchange for, any shares of the
Pledged Stock, or otherwise in respect thereof, such Grantor shall accept the
same as the agent of the Collateral Agent and the Secured Parties, hold the same
in trust for the Collateral Agent and the Secured Parties and deliver the same
forthwith to the Collateral Agent in the exact form received, duly indorsed by
such Grantor to the Collateral Agent, if required, together with an undated
stock power covering such certificate duly executed in blank by such Grantor and
with, if the Designated Agents so request, signature guaranteed, to be held by
the Collateral Agent, subject to the terms hereof, as additional collateral
security for the Obligations. Any sums paid upon or in respect of the Investment



Property that constitutes Collateral upon the liquidation or dissolution of any
Issuer shall be paid over to the Collateral Agent to be held by it hereunder as
additional collateral security for the Obligations, and in case any distribution
of capital shall be made on or in respect of such Investment Property, or any
property shall be distributed upon or with respect to such Investment Property
pursuant to the recapitalization or reclassification of the capital of any
Issuer or pursuant to the reorganization thereof, the property so distributed
shall, unless otherwise subject to a perfected security interest in favor of the
Collateral Agent, be delivered to the Collateral Agent to be held by it
hereunder as additional collateral security for the Obligations. If any sums of
money or property so paid or distributed in respect of the Investment Property
that constitutes Collateral shall be received by such Grantor, such Grantor
shall, until such money or property is paid or delivered to the Collateral
Agent, hold such money or property in trust for the Secured Parties, segregated
from other funds of such Grantor, as additional collateral security for the
Obligations. Notwithstanding the foregoing, the Grantors shall not be required
to pay over to the Collateral Agent or deliver to the Collateral Agent as
Collateral any proceeds of any liquidation or dissolution of any Issuer, or any
distribution of capital or property in respect of any Investment Property, to
the extent that (i) such liquidation, dissolution or distribution, if treated as
a Disposition of the relevant Issuer, would be permitted by the Credit Agreement
and (ii) the proceeds thereof are applied toward prepayment of Loans and
reduction of Commitments to the extent required by the Credit Agreement.

                  (b) Such Grantor will not (i) vote to enable, or take any
other action to permit, any Issuer to issue any stock or other equity securities
of any nature or to issue any other securities convertible into or granting the
right to purchase or exchange for any stock or other
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equity securities of any nature of any Issuer, unless such securities are
delivered to the Collateral Agent, concurrently with the issuance thereof, to be
held by the Collateral Agent as Collateral, or (ii) without the prior written
consent of the Designated Agents, (x) sell, assign, transfer, exchange, or
otherwise dispose of, or grant any option with respect to, the Investment
Property that constitutes Collateral or Proceeds thereof (except pursuant to a
transaction expressly permitted by the Credit Agreement), (y) create, incur or
permit to exist any Lien or option in favor of, or any claim of any Person with
respect to, any of the Investment Property that constitutes Collateral or
Proceeds thereof, or any interest therein, except for the security interests
created by this Agreement and the other Liens permitted by the Credit Agreement
or (z) enter into any agreement or undertaking restricting the right or ability
of such Grantor or the Collateral Agent to sell, assign or transfer any of the
Pledged Securities or Proceeds thereof.

                  (c) In the case such Grantor is an Issuer, such Issuer agrees
that (i) it will be bound by the terms of this Agreement relating to the Pledged
Securities issued by it and will comply with such terms insofar as such terms
are applicable to it, (ii) it will notify the Administrative Agent promptly in
writing of the occurrence of any of the events described in Section 5.7(a) with
respect to the Pledged Securities issued by it and (iii) it will comply with
instructions received by it pursuant to the terms of Section 6.4(c) with respect
to the Pledged Securities issued by it.

                  (d) In the case such Grantor is an Issuer that is a
partnership or a limited liability company, such Issuer (i) confirms that none
of the terms of any equity interest issued by it provides that such equity
interest is a "security" within the meaning of Sections 8-102 and 8-103 of the
New York UCC (a "Security"), (ii) agrees that it will take no action to cause or
permit any such equity interest to become a Security, (iii) agrees that it will
not issue any certificate representing any such equity interest and (iv) agrees
that if, notwithstanding the foregoing, any such equity interest shall be or
become a Security, such Issuer will (and the Grantor that holds such equity
interest hereby instructs such Issuer to) comply with instructions originated by
the Collateral Agent without further consent by such Grantor.

                  5.8 Receivables. (a) Other than in the ordinary course of
business consistent with its past practice, such Grantor will not (i) grant any
extension of the time of payment of any Receivable, (ii) compromise or settle
any Receivable for less than the full amount thereof, (iii) release, wholly or
partially, any Person liable for the payment of any Receivable, (iv) allow any
credit or discount whatsoever on any Receivable or (v) amend, supplement or
modify any Receivable in any manner that could adversely affect the value
thereof.



                  (b) Such Grantor will deliver to the Designated Agents a copy
of each material written demand, notice or document received by it that
questions or calls into doubt the validity or enforceability of more than 5% of
the aggregate amount of the then outstanding Receivables.

                  5.9 Intellectual Property. With respect to Intellectual
         Property that constitutes Collateral:
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                  (a) Such Grantor will (i) continue to use each Trademark
necessary to the conduct of its business as currently conducted on each and
every trademark class of goods applicable to its current line as reflected in
its current catalogs, brochures and price lists in order to maintain such
Trademark in full force free from any claim of abandonment for non-use, (ii)
maintain as in the past substantially the same quality of products and services
offered under such Trademark, (iii) use such Trademark with the appropriate
notice of registration and substantially all other notices and legends required
by applicable Requirements of Law, (iv) not knowingly adopt or use any mark
which is confusingly similar or a colorable imitation of such Trademark unless
the Collateral Agent, for the ratable benefit of the Secured Parties, shall
obtain a perfected security interest in such mark pursuant to this Agreement,
and (v) not (and not knowingly permit any licensee or sublicensee thereof to) do
any act or knowingly omit to do any act whereby such Trademark may become
invalidated or impaired in any way;

                  (b) Such Grantor will not do any act, or omit to do any act,
whereby any Patent necessary for the conduct of its business as currently
conducted may become forfeited, abandoned or dedicated to the public;

                  (c) Such Grantor (i) will employ each Copyright necessary for
the conduct of its business as currently conducted and (ii) will not (and will
not knowingly permit any licensee or sublicensee thereof to) do any act or
knowingly omit to do any act whereby any material portion of such Copyrights may
become invalidated or otherwise impaired. Such Grantor will not (either itself
or through licensees) do any act whereby any material portion of such Copyrights
may fall into the public domain;

                  (d) Such Grantor will not do any act that knowingly uses any
Intellectual Property necessary for the conduct of its business as currently
conducted to infringe the intellectual property rights of any other Person;

                  (e) Such Grantor will notify the Agents and the Lenders
immediately if it knows, or has reason to know, that any application or
registration relating to any Intellectual Property necessary for the conduct of
its business as currently conducted may become forfeited, abandoned or dedicated
to the public, or of any adverse determination or development (including,
without limitation, the institution of, or any such determination or development
in, any proceeding in the United States Patent and Trademark Office, the United
States Copyright Office) regarding such Grantor's ownership of, or the validity
of, any such Intellectual Property or such Grantor's right to register the same
or to own and maintain the same;

                  (f) Whenever such Grantor, either by itself or through any
agent, employee, licensee or designee, shall file an application for the
registration of any Intellectual Property necessary for the conduct of its
business as currently conducted with the United States Patent and Trademark
Office, the United States Copyright Office, such Grantor shall report such
filing to the Designated Agents within five Business Days after the last day of
the fiscal quarter in which such filing occurs. Upon request of the Designated
Agents, such Grantor shall execute and deliver, and have recorded, any and all
agreements, instruments, documents, and papers as the Designated Agents may
request to evidence the Collateral Agent's and the Secured Parties' security
interest in any Copyright, Patent or Trademark necessary for the conduct of its
business as currently conducted and the goodwill and general intangibles of such
Grantor relating thereto or represented thereby.
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                  (g) Such Grantor will take all reasonable and necessary steps,
including, without limitation, in any proceeding before the United States Patent
and Trademark Office, the United States Copyright Office, to maintain and pursue
each application relating to any Intellectual Property necessary for the conduct



of its business as currently conducted (and to obtain the relevant registration)
and to maintain each registration of such material Intellectual Property,
including, without limitation, filing of applications for renewal, affidavits of
use and affidavits of incontestability; and

                  (h) In the event that any Intellectual Property necessary for
the conduct of its business as currently conducted is infringed, misappropriated
or diluted by a third party, such Grantor shall (i) take such actions as such
Grantor shall reasonably deem appropriate under the circumstances to protect
such Intellectual Property and (ii) if such Intellectual Property is of material
economic value, promptly notify the Designated Agents after it learns thereof
and take such actions as such Grantor shall reasonably deem appropriate under
the circumstances, including filing suit for infringement, misappropriation or
dilution, to seek injunctive relief where appropriate and to recover any and all
damages for infringement, misappropriation or dilution.

                  5.10 Cash Management Systems. (a) On or before the Closing
Date, such Grantor shall deliver to the Designated Agents a schedule (the
"Initial Account Identification Schedule") identifying the name and location of
each bank and securities intermediary at which such Grantor maintains a deposit
account, securities account, lockbox account, concentration account, collection
account or disbursement account in the United States and (ii) the account number
and account name or other relevant descriptive data with respect to each such
account and such other information with respect to each such account as the
Designated Agents shall reasonably request. Within 10 days after the opening of
any deposit account, securities account, lockbox account, concentration account,
collection account or disbursement account in the United States not identified
in the Initial Account Identification Schedule, such Grantor shall deliver to
the Designated Agents a schedule (a "Supplemental Account Identification
Schedule") which provides, in respect of each such account opened since the date
of the Initial Account Identification Schedule, the information set forth in
clauses (i) and (ii) of the preceding sentence.

                  (b) Within 10 Business Days of the Closing Date, such Grantor
shall cause to be delivered to the Collateral Agent a Control Agreement and/or a
Lockbox Agreement, as appropriate, with respect to each account described in the
Initial Account Identification Schedule which the Designated Agents require, in
their sole discretion, to be subject to such an agreement, in each case duly
executed and delivered by such Grantor and by the bank or securities
intermediary that maintains such account. On or before the date which is 30 days
after the delivery of any Supplemental Account Identification Schedule, such
Grantor shall cause to be delivered to the Collateral Agent a Control Agreement
and/or a Lockbox Agreement with respect to each account described in such
Supplemental Account Identification Schedule which the Designated Agents
require, in their sole discretion, to be subject to such an agreement, in each
case duly executed and delivered by such Grantor and by the bank or securities
intermediary that maintains such account.

                  (c) Such Grantor shall cause all proceeds of any Revolving
Credit Facility Collateral received by it in every form, including, without
limitation, cash, checks wire transfers and other forms or receipts, to be
deposited promptly in a Control Account or Lockbox Account
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(i) in respect of which a Control Agreement and/or Lockbox Agreement, as
appropriate, is in effect and (ii) which, at any time after a Dominion Event or
a Default or Event of Default has occurred, is used solely for the purpose of
receiving proceeds of Revolving Credit Facility Collateral.

                         SECTION 6. REMEDIAL PROVISIONS

                  6.1 Certain Matters Relating to Receivables. (a) The
Designated Agents shall have the right, at any time after the occurrence and
during the continuance of an Event of Default, to make test verifications of the
Receivables in any manner and through any medium that it reasonably considers
advisable, and each Grantor shall furnish all such assistance and information as
the Designated Agents may require in connection with such test verifications. At
any time and from time to time after the occurrence and during the continuance
of an Event of Default, upon the Designated Agents' request and at the expense
of the relevant Grantor, such Grantor shall cause independent public accountants
or others satisfactory to the Designated Agents to furnish to the Designated
Agents reports showing reconciliations, aging and test verifications of, and
trial balances for, the Receivables.



                  (b) The Collateral Agent hereby authorizes each Grantor to
collect such Grantor's Receivables, subject to the Collateral Agent's direction
and control after the occurrence and during the continuance of an Event of
Default, and the Designated Agents may curtail or terminate said authority at
any time after the occurrence and during the continuance of an Event of Default.
Each Grantor shall cause all payments in respect of Accounts to be made either
by check delivered to a Lockbox or by funds transfer to a Lockbox Account or
Control Account.

                  (c) At the Designated Agents' request at any time after the
occurrence and during the continuance of an Event of Default, each Grantor shall
deliver to the Designated Agents all original and other documents evidencing,
and relating to, the agreements and transactions which gave rise to the
Receivables, including, without limitation, all original orders, invoices and
shipping receipts.

                  6.2 Concentration Accounts. If required by the Collateral
Agent at any time after a Dominion Event has occurred, any collected funds or
other cash amounts held in any Lockbox Account or Control Account shall be
forthwith at the end of each Business Day transferred to a Concentration
Account. To the extent that Revolving Credit Loans are outstanding on any day,
amounts held in any Concentration Account on such day shall be transferred to
the Administrative Agent and applied to repay such Loans as more particularly
provided in the Control Agreement in effect with respect to such Concentration
Account.

                  6.3 Communications with Obligors; Grantors Remain Liable. (a)
if an Event of Default shall occur and be continuing, the Collateral Agent in
its own name or in the name of others may at any time communicate with obligors
under the Receivables to verify with them to the Designated Agents' satisfaction
the existence, amount and terms of any Receivables.

                  (b) Anything herein to the contrary notwithstanding, each
Grantor shall remain liable under each of the Receivables (or any agreement
giving rise thereto) to observe and perform all the conditions and obligations
to be observed and performed by it thereunder, all in

                                                                              24

accordance with the terms of any agreement giving rise thereto. Neither any
Agent nor any Secured Party shall have any obligation or liability under any
Receivable (or any agreement giving rise thereto) by reason of or arising out of
this Agreement or the receipt by any Agent or any Secured Party of any payment
relating thereto, nor shall any Agent or any Secured Party be obligated in any
manner to perform any of the obligations of any Grantor under or pursuant to any
Receivable (or any agreement giving rise thereto), to make any payment, to make
any inquiry as to the nature or the sufficiency of any payment received by it or
as to the sufficiency of any performance by any party thereunder, to present or
file any claim, to take any action to enforce any performance or to collect the
payment of any amounts which may have been assigned to it or to which it may be
entitled at any time or times.

                  6.4 Pledged Stock. (a) Unless an Event of Default shall have
occurred and be continuing and the Collateral Agent shall have given notice to
the relevant Grantor of the Collateral Agent's intent to exercise its
corresponding rights pursuant to Section 6.4(b), each Grantor shall be permitted
to receive all cash dividends paid in respect of the Pledged Stock and all
payments made in respect of the Pledged Notes, in each case paid in the normal
course of business of the relevant Issuer and consistent with past practice or
otherwise in accordance with the terms of the Pledged Notes, to the extent
permitted in the Credit Agreement, and to exercise all voting and corporate
rights with respect to the Pledged Securities; provided, however, that no vote
shall be cast or corporate right exercised or other action taken in a manner
which would impair the Collateral or which would be inconsistent with or result
in any violation of any provision of the Credit Agreement, this Agreement or any
other Loan Document.

                  (b) If an Event of Default shall occur and be continuing and
the Collateral Agent (in consultation with the Administrative Agent) shall give
notice of its intent to exercise such rights to the relevant Grantor or
Grantors, (i) the Collateral Agent shall have the right to receive any and all
cash dividends, payments or other Proceeds paid in respect of the Pledged
Securities and make application thereof to the Obligations in the order set
forth in Section 6.6, and (ii) any or all of the Pledged Securities shall be
registered in the name of the Collateral Agent or its nominee, and the



Collateral Agent or its nominee may thereafter exercise (x) all voting,
corporate and other rights pertaining to such Pledged Securities at any meeting
of shareholders of the relevant Issuer or Issuers or otherwise and (y) any and
all rights of conversion, exchange and subscription and any other rights,
privileges or options pertaining to such Pledged Securities as if it were the
absolute owner thereof (including, without limitation, the right to exchange at
its discretion any and all of the Pledged Securities upon the merger,
consolidation, reorganization, recapitalization or other fundamental change in
the corporate structure of any Issuer, or upon the exercise by any Grantor or
the Collateral Agent of any right, privilege or option pertaining to such
Pledged Securities, and in connection therewith, the right to deposit and
deliver any and all of the Pledged Securities with any committee, depositary,
transfer agent, registrar or other designated agency upon such terms and
conditions as the Designated Agents may determine), all without liability except
to account for property actually received by it, but the Collateral Agent shall
have no duty to any Grantor to exercise any such right, privilege or option and
shall not be responsible for any failure to do so or delay in so doing.

                  (c) Each Grantor hereby authorizes and instructs each Issuer
of any Pledged Securities pledged by such Grantor hereunder to (i) comply with
any instruction received by it from the Collateral Agent in writing that (x)
states that an Event of Default has occurred and is
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continuing and (y) is otherwise in accordance with the terms of this Agreement,
without any other or further instructions from such Grantor, and each Grantor
agrees that each Issuer shall be fully protected in so complying, and (ii)
unless otherwise expressly permitted hereby, pay any dividends or other payments
with respect to the Pledged Securities directly to the Collateral Agent.

                  6.5 Proceeds to be Turned Over To Collateral Agent. In
addition to the rights of the Designated Agents and the Secured Parties
specified in Section 6.1 with respect to payments of Receivables, if an Event of
Default shall occur and be continuing, all Proceeds of Collateral other than
Accounts received by any Grantor consisting of cash, checks and Instruments
shall be held by such Grantor in trust for the Collateral Agent and the Secured
Parties, segregated from other funds of such Grantor, and shall, forthwith upon
receipt by such Grantor, be turned over to the Collateral Agent in the exact
form received by such Grantor (duly indorsed by such Grantor to the Collateral
Agent, if required). All Proceeds received by the Collateral Agent hereunder
shall be held by the Collateral Agent in a Control Account maintained under its
sole dominion and control. All Proceeds while held by the Collateral Agent in a
Control Account (or by such Grantor in trust for the Collateral Agent and the
Secured Parties) shall continue to be held as collateral security for all the
Obligations and shall not constitute payment thereof until applied as provided
in Section 6.6.

                  6.6 Application of Proceeds. At such intervals as may be
agreed upon by the Borrower and the Designated Agents, or, if an Event of
Default shall have occurred and be continuing, at any time at the Designated
Agents' election, the Collateral Agent shall apply all or any part of Proceeds
constituting Collateral, whether or not held in any Control Account, and any
proceeds of the guarantee set forth in Section 2, in payment of the Obligations
in the following order:

                  (i)      with respect to any such Proceeds of Revolving Credit
                           Facility Collateral:

                  (a)      FIRST, to reimburse the Collateral Agent for any
                           theretofore unreimbursed costs or expenses incurred
                           by it in connection with the Revolving Credit
                           Facility Collateral and to reimburse the
                           Administrative Agent for any theretofore unreimbursed
                           costs and expenses incurred by it in connection with
                           the Revolving Credit Facility;

                  (b)      SECOND, to pay accrued and unpaid interest, Letter of
                           Credit fees and commitment fees owing with respect to
                           the Revolving Credit Facility;

                  (c)      THIRD, to repay (i) the principal amount of any
                           outstanding Revolving Credit Loans and (ii) any
                           Reimbursement Obligations, ratably among the holders
                           of the Obligations described in the foregoing



                           provisions of this clause THIRD;

                  (d)      FOURTH, in an amount equal to the aggregate undrawn
                           amount of all outstanding Letters of Credit, to be
                           deposited in a collateral account under the sole
                           dominion and control of the Collateral Agent to be
                           held as collateral for such obligations;
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                  (e)      FIFTH, to repay any Borrower Bank Product Obligations
                           and Guarantor Bank Product Obligations;

                  (f)      SIXTH, to pay any other Revolving Credit Facility
                           Obligations not described above;

                  (g)      SEVENTH, to reimburse the Collateral Agent for any
                           theretofore unreimbursed costs or expenses incurred
                           by it in connection with the Term Loan Facility
                           Collateral and to reimburse the Administrative Agent
                           for any theretofore unreimbursed costs and expenses
                           incurred by it in connection with the Term Loan
                           Facility;

                  (h)      EIGHTH, to pay accrued and unpaid interest and
                           commitment fees owing with respect to the Term Loan
                           Facility;

                  (i)      NINTH, to repay the principal amount of any
                           outstanding Term Loans;

                  (j)      TENTH, to pay any other Term Loan Facility
                           Obligations not described above; and

                  (k)      ELEVENTH, to be delivered to the Borrower or as
                           otherwise may be required by applicable law.

                  (ii)     with respect to any such Proceeds of Term Loan
                           Facility Collateral:

                  (l)      FIRST, to reimburse the Collateral Agent for any
                           theretofore unreimbursed costs or expenses incurred
                           by it in connection with the Term Loan Facility
                           Collateral and to reimburse the Administrative Agent
                           for any theretofore unreimbursed costs and expenses
                           incurred by it in connection with the Term Loan
                           Facility;

                  (m)      SECOND, to pay accrued and unpaid interest and
                           commitment fees owing with respect to the Term Loan
                           Facility;

                  (n)      THIRD, to repay the principal amount of any
                           outstanding Term Loans;

                  (o)      FOURTH, to pay any other Term Loan Facility
                           Obligations not described above;

                  (p)      FIFTH, to reimburse the Collateral Agent for any
                           theretofore unreimbursed costs or expenses incurred
                           by it in connection with the Revolving Credit
                           Facility Collateral and to reimburse the
                           Administrative Agent for any theretofore unreimbursed
                           costs and expenses incurred by it in connection with
                           the Revolving Credit Facility;

                  (q)      SIXTH, to pay accrued and unpaid interest, Letter of
                           Credit fees and commitment fees owing with respect to
                           the Revolving Credit Facility;
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                  (r)      SEVENTH, to repay (i) the principal amount of any
                           outstanding Revolving Credit Loans and (ii) any



                           Reimbursement Obligations, ratably among the holders
                           of the Obligations described in the foregoing
                           provisions of this clause THIRD;

                  (s)      EIGHTH, in an amount equal to the aggregate undrawn
                           amount of all outstanding Letters of Credit, to be
                           deposited in a collateral account under the sole
                           dominion and control of the Collateral Agent to be
                           held as collateral for such obligations;

                  (t)      NINTH, to repay any Borrower Bank Product Obligations
                           and Guarantor Bank Product Obligations;

                  (u)      TENTH, to pay any other Revolving Credit Facility
                           Obligations not described above; and

                  (v)      ELEVENTH, to be delivered to the Borrower or as
                           otherwise may be required by applicable law.

                  (iii)    with respect to any such proceeds of the guarantee
                           set forth in Section 2:

                  (w)      FIRST, (i) to reimburse the Collateral Agent for any
                           theretofore unreimbursed costs or expenses incurred
                           by it in connection with the Collateral and (ii) to
                           reimburse the Administrative Agent for any
                           theretofore unreimbursed costs and expenses incurred
                           by it in connection with the Facilities, ratably
                           among the Collateral Agent and the Administrative
                           Agent in accordance with the amounts of such
                           Obligations described in the foregoing clauses (i)
                           and (ii) then owing to each thereof;

                  (x)      SECOND, (i) to pay accrued and unpaid interest and
                           commitment fees owing with respect to the Term Loan
                           Facility and (ii) to pay accrued and unpaid interest,
                           Letter of Credit fees and commitment fees owing with
                           respect to the Revolving Credit Facility, ratably
                           among the holders of the Obligations described in the
                           foregoing clauses (i) and (ii) in accordance with the
                           amounts of such Obligations then owing to each
                           thereof;

                  (y)      THIRD, to repay the principal amount of any
                           outstanding Loans and Reimbursement Obligations,
                           ratably among the holders of such Obligations in
                           accordance with the amounts of such Obligations then
                           held by each thereof;

                  (z)      FOURTH, in an amount equal to the aggregate undrawn
                           amount of all outstanding Letters of Credit, to be
                           deposited in a collateral account under the sole
                           dominion and control of the Collateral Agent to be
                           held as collateral for such obligations;

                  (aa)     FIFTH, to repay Borrower Bank Product Obligations and
                           Guarantor Bank Product Obligations;
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                  (bb)     SIXTH, to pay any other Revolving Credit Facility
                           Obligations and Term Loan Facility Obligations not
                           described above; and

                  (cc)     SEVENTH, to be delivered to the Borrower or as
                           otherwise may be required by applicable law.

                  6.7 Code and Other Remedies. If an Event of Default shall
occur and be continuing, the Agents, on behalf of the Secured Parties, may
exercise, in addition to all other rights and remedies granted to them in this
Agreement and in any other instrument or agreement securing, evidencing or
relating to the Obligations, all rights and remedies of a secured party under
the New York UCC or any other applicable law. Without limiting the generality of
the foregoing, the Collateral Agent, without demand of performance or other
demand, presentment, protest, advertisement or notice of any kind (except notice



pursuant to Section 6.4(b) and any notice required by law referred to below) to
or upon any Grantor or any other Person (all and each of which demands,
defenses, advertisements and notices are hereby waived), may in such
circumstances forthwith collect, receive, appropriate and realize upon the
Collateral, or any part thereof, and/or may forthwith sell, lease, assign, give
option or options to purchase, or otherwise dispose of and deliver the
Collateral or any part thereof (or contract to do any of the foregoing), in one
or more parcels at public or private sale or sales, at any exchange, broker's
board or office of the Collateral Agent or any Secured Party or elsewhere upon
such terms and conditions as it may deem advisable and at such prices as it may
deem best, for cash or on credit or for future delivery without assumption of
any credit risk. Any Agent or any Secured Party shall have the right upon any
such public sale or sales, and, to the extent permitted by law, upon any such
private sale or sales, to purchase the whole or any part of the Collateral so
sold, free of any right or equity of redemption in any Grantor, which right or
equity is hereby waived and released. Each Grantor further agrees, at the
Collateral Agent's request, to assemble the Collateral and make it available to
the Collateral Agent at places which the Collateral Agent shall reasonably
select, whether at such Grantor's premises or elsewhere. The Collateral Agent
shall apply the net proceeds of any action taken by it pursuant to this Section
6.7 with respect to any Grantor's Collateral, after deducting all reasonable
costs and expenses of every kind incurred in connection therewith or incidental
to the care or safekeeping of any of the Collateral of such Grantor or in any
way relating to the Collateral of such Grantor or the rights of the Agents and
the Secured Parties hereunder with respect thereto, including, without
limitation, reasonable attorneys' fees and disbursements, to the payment in
whole or in part of the Obligations of such Grantor, in the order specified in
Section 6.6, and only after such application and after the payment by the
Collateral Agent of any other amount required by any provision of law,
including, without limitation, Section 9-615(a)(3) of the New York UCC, need the
Collateral Agent account for the surplus, if any, to any Grantor. To the extent
permitted by applicable law, each Grantor waives all claims, damages and demands
it may acquire against any Agent or any Secured Party arising out of the
exercise by them of any rights hereunder, to the extent such exercise does not
constitute gross negligence or willful misconduct. If any notice of a proposed
sale or other disposition of Collateral shall be required by law, such notice
shall be deemed reasonable and proper if given at least 10 days before such sale
or other disposition.

                  6.8 Registration Rights. (a) If the Designated Agents shall
determine to exercise the right to sell any or all of the Pledged Stock pursuant
to Section 6.7, and if in the opinion of the Designated Agents it is necessary
or advisable to have the Pledged Stock, or that portion
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thereof to be sold, registered under the provisions of the Securities Act, the
relevant Grantor will cause the Issuer thereof to (i) execute and deliver, and
cause the directors and officers of such Issuer to execute and deliver, all such
instruments and documents, and do or cause to be done all such other acts as may
be, in the opinion of the Designated Agents, necessary or advisable to register
the Pledged Stock, or that portion thereof to be sold, under the provisions of
the Securities Act, (ii) use its best efforts to cause the registration
statement relating thereto to become effective and to remain effective for a
period of one year from the date of the first public offering of the Pledged
Stock, or that portion thereof to be sold, and (iii) make all amendments thereto
and/or to the related prospectus which, in the opinion of the Designated Agents,
are necessary or advisable, all in conformity with the requirements of the
Securities Act and the rules and regulations of the Securities and Exchange
Commission applicable thereto. Each Grantor agrees to cause such Issuer to
comply with the provisions of the securities or "Blue Sky" laws of any and all
jurisdictions which the Designated Agents shall designate and to make available
to its security holders, as soon as practicable, an earnings statement (which
need not be audited) which will satisfy the provisions of Section 11(a) of the
Securities Act.

                  (b) Each Grantor recognizes that the Collateral Agent may be
unable to effect a public sale of any or all the Pledged Stock, by reason of
certain prohibitions contained in the Securities Act and applicable state
securities laws or otherwise, and may be compelled to resort to one or more
private sales thereof to a restricted group of purchasers which will be obliged
to agree, among other things, to acquire such securities for their own account
for investment and not with a view to the distribution or resale thereof. Each
Grantor acknowledges and agrees that any such private sale may result in prices
and other terms less favorable than if such sale were a public sale and,



notwithstanding such circumstances, agrees that any such private sale shall be
deemed to have been made in a commercially reasonable manner. The Designated
Agents shall be under no obligation to delay a sale of any of the Pledged Stock
for the period of time necessary to permit the Issuer thereof to register such
securities for public sale under the Securities Act, or under applicable state
securities laws, even if such Issuer would agree to do so.

                  (c) Each Grantor agrees to use its best efforts to do or cause
to be done all such other acts as may be necessary to make such sale or sales of
all or any portion of the Pledged Stock pursuant to this Section 6.8 valid and
binding and in compliance with any and all other applicable Requirements of Law.
Each Grantor further agrees that a breach of any of the covenants contained in
this Section 6.8 will cause irreparable injury to the Designated Agents and the
Secured Parties, that the Designated Agents and the Secured Parties have no
adequate remedy at law in respect of such breach and, as a consequence, that
each and every covenant contained in this Section 6.8 shall be specifically
enforceable against such Grantor, and such Grantor hereby waives and agrees not
to assert any defenses against an action for specific performance of such
covenants except for a defense that no Event of Default has occurred under the
Credit Agreement.
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                  6.9 Deficiency. Each Grantor shall remain liable for any
deficiency if the proceeds of any sale or other disposition of the Collateral
are insufficient to pay its Obligations and the fees and disbursements of any
attorneys employed by the Designated Agents or any Secured Party to collect such
deficiency.

                        SECTION 7. THE COLLATERAL AGENT

                  7.1 Collateral Agent's Appointment as Attorney-in-Fact, etc.
(a) Each Grantor hereby irrevocably constitutes and appoints the Collateral
Agent and any officer or agent thereof, with full power of substitution, as its
true and lawful attorney-in-fact with full irrevocable power and authority in
the place and stead of such Grantor and in the name of such Grantor or in its
own name, for the purpose of carrying out the terms of this Agreement, to take
any and all appropriate action and to execute any and all documents and
instruments which may be necessary or desirable to accomplish the purposes of
this Agreement, and, without limiting the generality of the foregoing, each
Grantor hereby gives the Collateral Agent the power and right, on behalf of such
Grantor, without notice to or assent by such Grantor, to do any or all of the
following:

                  (i)      in the name of such Grantor or its own name, or
         otherwise, take possession of and indorse and collect any checks,
         drafts, notes, acceptances or other instruments for the payment of
         moneys due under any Receivable or with respect to any other Collateral
         and file any claim or take any other action or proceeding in any court
         of law or equity or otherwise deemed appropriate by the Designated
         Agents for the purpose of collecting any and all such moneys due under
         any Receivable or with respect to any other Collateral whenever
         payable;

                  (ii)     in the case of any material Intellectual Property
         that constitutes Collateral, execute and deliver, and have recorded,
         any and all agreements, instruments, documents and papers as the
         Designated Agents may request to evidence the Collateral Agent's and
         the Secured Parties' security interest in such Intellectual Property
         and the goodwill and general intangibles of such Grantor relating
         thereto or represented thereby;

                  (iii)    pay or discharge taxes and Liens levied or placed on
         or threatened against the Collateral, effect any repairs or any
         insurance called for by the terms of this Agreement and pay all or any
         part of the premiums therefor and the costs thereof;

                  (iv)     execute, in connection with any sale provided for in
         Section 6.7 or 6.8, any endorsements, assignments or other instruments
         of conveyance or transfer with respect to the Collateral;

                  (v)      (1) direct any party liable for any payment under any
         of the Collateral to make payment of any and all moneys due or to
         become due thereunder directly to the Collateral Agent or as the
         Designated Agents shall direct; (2) ask or demand for, collect, and



         receive payment of and receipt for, any and all moneys, claims and
         other amounts due or to become due at any time in respect of or arising
         out of any Collateral; (3) sign and indorse any invoices, freight or
         express bills, bills of lading, storage or warehouse receipts, drafts
         against debtors, assignments, verifications, notices and other
         documents in
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         connection with any of the Collateral; (4) commence and prosecute any
         suits, actions or proceedings at law or in equity in any court of
         competent jurisdiction to collect the Collateral or any portion thereof
         and to enforce any other right in respect of any Collateral; (5) defend
         any suit, action or proceeding brought against such Grantor with
         respect to any Collateral; (6) settle, compromise or adjust any such
         suit, action or proceeding and, in connection therewith, give such
         discharges or releases as the Designated Agents may deem appropriate;
         (7) assign any Copyright, Patent or Trademark that constitutes
         Collateral (along with the goodwill of the business to which any such
         Copyright, Patent or Trademark pertains), throughout the world for such
         term or terms, on such conditions, and in such manner, as the
         Designated Agents shall in their sole discretion determine; and (8)
         generally, sell, transfer, pledge and make any agreement with respect
         to or otherwise deal with any of the Collateral as fully and completely
         as though the Collateral Agent were the absolute owner thereof for all
         purposes, and do, at the Designated Agents' option and such Grantor's
         expense, at any time, or from time to time, all acts and things which
         the Designated Agents deem necessary to protect, preserve or realize
         upon the Collateral and the Collateral Agent's and the Secured Parties'
         security interests therein and to effect the intent of this Agreement,
         all as fully and effectively as such Grantor might do; and

                  (vi)     license or sublicense whether on an exclusive or
         non-exclusive basis, any Intellectual Property that constitutes
         Collateral for such term and on such conditions and in such manner as
         the Designated Agents shall in their sole judgment determine.

                  Anything in this Section 7.1 (a) to the contrary
notwithstanding, the Collateral Agent agrees that it will not exercise any
rights under the power of attorney provided for in this Section 7.1(a) unless an
Event of Default shall have occurred and be continuing.

                  (b) If any Grantor fails to perform or comply with any of its
agreements contained herein, the Collateral Agent, at its option (in
consultation with the Administrative Agent), but without any obligation so to
do, may perform or comply, or otherwise cause performance or compliance, with
such agreement.

                  (c) The expenses of each Designated Agent incurred in
connection with actions undertaken as provided in this Section 7.1, together
with interest thereon at a rate per annum equal to the rate per annum at which
interest would then be payable on past due Revolving Credit Loans that are Base
Rate Loans under the Credit Agreement, from the date of payment by such
Designated Agent to the date reimbursed by the relevant Grantor, shall be
payable by such Grantor to such Designated Agent on demand.

                  (d) Each Grantor hereby ratifies all that said attorneys shall
lawfully do or cause to be done by virtue hereof. All powers, authorizations and
agencies contained in this Agreement are coupled with an interest and are
irrevocable until this Agreement is terminated and the security interests
created hereby are released.

                  7.2 Duty of Collateral Agent. The Collateral Agent's sole duty
with respect to the custody, safekeeping and physical preservation of the
Collateral in its possession, under Section 9-207 of the New York UCC or
otherwise, shall be to deal with it in the same manner as the Collateral Agent
deals with similar property for its own account. Neither the Collateral Agent,
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any Secured Party nor any of their respective officers, directors, employees or
agents shall be liable for failure to demand, collect or realize upon any of the
Collateral or for any delay in doing so or shall be under any obligation to sell
or otherwise dispose of any Collateral upon the request of any Grantor or any



other Person or to take any other action whatsoever with regard to the
Collateral or any part thereof. The powers conferred on the Designated Agents
and the Secured Parties hereunder are solely to protect the Collateral Agent's
and the Secured Parties' interests in the Collateral and shall not impose any
duty upon the Designated Agents or any Secured Party to exercise any such
powers. The Collateral Agent and the Secured Parties shall be accountable only
for amounts that they actually receive as a result of the exercise of such
powers, and neither they nor any of their officers, directors, employees or
agents shall be responsible to any Grantor for any act or failure to act
hereunder, except for their own gross negligence or willful misconduct.

                  7.3 Execution of Financing Statements. . Pursuant to any
applicable law, each Grantor authorizes each of the Designated Agents to file or
record financing statements and other filing or recording documents or
instruments with respect to the Collateral without the signature of such Grantor
in such form and in such offices as the Designated Agents determine appropriate
to perfect the security interests of the Collateral Agent under this Agreement.
Each Grantor authorizes the Administrative Agent to use the collateral
description "all personal property" in any such financing statements. Each
Grantor hereby ratifies and authorizes the filing by the Collateral Agent of any
financing statement with respect to the Collateral made prior to the date
hereof.

                  7.4 Authority of Collateral Agent. Each Grantor acknowledges
that the rights and responsibilities of the Collateral Agent under this
Agreement with respect to any action taken by the Collateral Agent or the
exercise or non-exercise by the Collateral Agent of any option, voting right,
request, judgment or other right or remedy provided for herein or resulting or
arising out of this Agreement shall, as between the Collateral Agent and the
Secured Parties, be governed by the Credit Agreement and by such other
agreements with respect thereto as may exist from time to time among them, but,
as between the Collateral Agent and the Grantors, the Collateral Agent shall be
conclusively presumed to be acting as agent for the Secured Parties with full
and valid authority so to act or refrain from acting, and no Grantor shall be
under any obligation, or entitlement, to make any inquiry respecting such
authority. Notwithstanding any other provision herein or in any Loan Document,
the only duty or responsibility of the Collateral Agent to any Qualified
Counterparty under this Agreement is the duty to remit to such Qualified
Counterparty any amounts to which it is entitled pursuant to Section 6.6.

                            SECTION 8. MISCELLANEOUS

                  8.1 Amendments in Writing. None of the terms or provisions of
this Agreement may be waived, amended, supplemented or otherwise modified except
in accordance with Section 10.1 of the Credit Agreement. No consent of any
Qualified Counterparty shall be required for any waiver, amendment, supplement
or other modification to this Agreement.
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                  8.2 Notices. All notices, requests and demands to or upon the
Collateral Agent, the Administrative Agent or any Grantor hereunder shall be
effected in the manner provided for in Section 10.2 of the Credit Agreement;
provided that any such notice, request or demand to or upon any Guarantor shall
be addressed to such Guarantor at its notice address set forth on Schedule 1.

                  8.3 No Waiver by Course of Conduct; Cumulative Remedies.
Neither the Collateral Agent, the Administrative Agent nor any Secured Party
shall by any act (except by a written instrument pursuant to Section 8.1),
delay, indulgence, omission or otherwise be deemed to have waived any right or
remedy hereunder or to have acquiesced in any Default or Event of Default. No
failure to exercise, nor any delay in exercising, on the part of the Collateral
Agent, the Administrative Agent or any Secured Party, any right, power or
privilege hereunder shall operate as a waiver thereof. No single or partial
exercise of any right, power or privilege hereunder shall preclude any other or
further exercise thereof or the exercise of any other right, power or privilege.
A waiver by the Collateral Agent, the Administrative Agent or any Secured Party
of any right or remedy hereunder on any one occasion shall not be construed as a
bar to any right or remedy which the Collateral Agent, the Administrative Agent
or such Secured Party would otherwise have on any future occasion. The rights
and remedies herein provided are cumulative, may be exercised singly or
concurrently and are not exclusive of any other rights or remedies provided by
law.

                  8.4 Enforcement Expenses; Indemnification. (a) Each Guarantor



agrees to pay, or reimburse each Secured Party and each Designated Agent for,
all its costs and expenses incurred in collecting against such Guarantor under
the guarantee contained in Section 2 or otherwise enforcing or preserving any
rights under this Agreement and the other Loan Documents to which such Guarantor
is a party, including, without limitation, the fees and disbursements of counsel
(including the allocated fees and expenses of in-house counsel) to each Secured
Party and of counsel to each Designated Agent.

                  (b) Each Guarantor agrees to pay, and to save the Designated
Agents and the Secured Parties harmless from, any and all liabilities with
respect to, or resulting from any delay in paying, any and all stamp, excise,
sales or other taxes which may be payable or determined to be payable with
respect to any of the Collateral or in connection with any of the transactions
contemplated by this Agreement.

                  (c) Each Guarantor agrees to pay, and to save the Designated
Agents and the Secured Parties harmless from, any and all liabilities,
obligations, losses, damages, penalties, actions, judgments, suits, costs,
expenses or disbursements of any kind or nature whatsoever with respect to the
execution, delivery, enforcement, performance and administration of this
Agreement to the extent the Borrower would be required to do so pursuant to
Section 10.5 of the Credit Agreement.

                  (d) The agreements in this Section shall survive repayment of
the Obligations and all other amounts payable under the Credit Agreement and the
other Loan Documents.

                  8.5 Successors and Assigns. This Agreement shall be binding
upon the successors and assigns of each Grantor and shall inure to the benefit
of the Collateral Agent, the Administrative Agent and the Secured Parties and
their successors and assigns; provided that no
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Grantor may assign, transfer or delegate any of its rights or obligations under
this Agreement without the prior written consent of the Designated Agents.

                  8.6 Set-Off. Each Grantor hereby irrevocably authorizes each
Designated Agent and each Secured Party at any time and from time to time while
an Event of Default pursuant to Section 8(a) of the Credit Agreement shall have
occurred and be continuing, without notice to such Grantor or any other Grantor,
any such notice being expressly waived by each Grantor, to set-off and
appropriate and apply any and all deposits (general or special, time or demand,
provisional or final), in any currency, and any other credits, indebtedness or
claims, in any currency, in each case whether direct or indirect, absolute or
contingent, matured or unmatured, at any time held or owing by such Designated
Agent or such Secured Party to or for the credit or the account of such Grantor,
or any part thereof in such amounts as such Designated Agent or such Secured
Party may elect, against and on account of the obligations and liabilities of
such Grantor to such Designated Agent or such Secured Party hereunder and claims
of every nature and description of such Designated Agent or such Secured Party
against such Grantor, in any currency, whether arising hereunder, under the
Credit Agreement, any other Loan Document or otherwise, as such Designated Agent
or such Secured Party may elect, whether or not such Designated Agent or any
Secured Party has made any demand for payment and although such obligations,
liabilities and claims may be contingent or unmatured. Each Designated Agent and
each Secured Party shall notify such Grantor promptly of any such set-off and
the application made by such Designated Agent or such Secured Party of the
proceeds thereof, provided that the failure to give such notice shall not affect
the validity of such set-off and application. The rights of each Designated
Agent and each Secured Party under this Section are in addition to other rights
and remedies (including, without limitation, other rights of set-off) which such
Designated Agent or such Secured Party may have.

                  8.7 Counterparts. This Agreement may be executed by one or
more of the parties to this Agreement on any number of separate counterparts
(including by telecopy), and all of said counterparts taken together shall be
deemed to constitute one and the same instrument.

                  8.8 Severability. Any provision of this Agreement which is
prohibited or unenforceable in any jurisdiction shall, as to such jurisdiction,
be ineffective to the extent of such prohibition or unenforceability without
invalidating the remaining provisions hereof, and any such prohibition or
unenforceability in any jurisdiction shall not invalidate or render
unenforceable such provision in any other jurisdiction.



                  8.9 Section Headings. The Section headings used in this
Agreement are for convenience of reference only and are not to affect the
construction hereof or be taken into consideration in the interpretation hereof.

                  8.10 Integration. This Agreement and the other Loan Documents
represent the agreement of the Grantors, the Designated Agents and the Secured
Parties with respect to the subject matter hereof and thereof, and there are no
promises, undertakings, representations or warranties by the Designated Agents
or any Secured Party relative to subject matter hereof and thereof not expressly
set forth or referred to herein or in the other Loan Documents.
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                  8.11 GOVERNING LAW. THIS AGREEMENT SHALL BE GOVERNED BY, AND
CONSTRUED AND INTERPRETED IN ACCORDANCE WITH, THE LAW OF THE STATE OF NEW YORK.

                  8.12 Submission To Jurisdiction; Waivers. Each Grantor hereby
irrevocably and unconditionally:

                  (a) submits for itself and its Property in any legal action or
proceeding relating to this Agreement and the other Loan Documents to which it
is a party, or for recognition and enforcement of any judgment in respect
thereof, to the non-exclusive general jurisdiction of the Courts of the State of
New York, the courts of the United States of America for the Southern District
of New York, and appellate courts from any thereof;

                  (b) consents that any such action or proceeding may be brought
in such courts and waives any objection that it may now or hereafter have to the
venue of any such action or proceeding in any such court or that such action or
proceeding was brought in an inconvenient court and agrees not to plead or claim
the same;

                  (c) agrees that service of process in any such action or
proceeding may be effected by mailing a copy thereof by registered or certified
mail (or any substantially similar form of mail), postage prepaid, to such
Grantor at its address referred to in Section 8.2 or at such other address of
which the Collateral Agent or Administrative Agent shall have been notified
pursuant thereto;

                  (d) agrees that nothing herein shall affect the right to
effect service of process in any other manner permitted by law or shall limit
the right to sue in any other jurisdiction; and

                  (e) waives, to the maximum extent not prohibited by law, any
right it may have to claim or recover in any legal action or proceeding referred
to in this Section any special, exemplary, punitive or consequential damages.

                  8.13 Acknowledgements. Each Grantor hereby acknowledges that:

                  (a) it has been advised by counsel in the negotiation,
execution and delivery of this Agreement and the other Loan Documents to which
it is a party;

                  (b) neither the Collateral Agent, the Administrative Agent nor
any other Secured Party has any fiduciary relationship with or duty to any
Grantor arising out of or in connection with this Agreement or any of the other
Loan Documents, and the relationship between the Grantors, on the one hand, and
the Designated Agents and Secured Parties, on the other hand, in connection
herewith or therewith is solely that of debtor and creditor; and

                  (c) no joint venture is created hereby or by the other Loan
Documents or otherwise exists by virtue of the transactions contemplated hereby
among the Secured Parties or among the Grantors and the Secured Parties.

                  8.14 Additional Grantors. Each Subsidiary of the Borrower that
is required to become a party to this Agreement pursuant to Section 6.9 of the
Credit Agreement shall become
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a Grantor for all purposes of this Agreement upon execution and delivery by such
Subsidiary of an Assumption Agreement in the form of Annex 1 hereto.



                  8.15 Releases. (a) At such time as the Loans, the
Reimbursement Obligations and the other Obligations (other than Borrower Bank
Product Obligations, Guarantor Bank Product Obligations, the Borrower Guarantee
Obligations and the obligations of the Guarantors in respect of such Borrower
Guarantee Obligations that arise under Section 2.1(a)(i)) shall have been paid
in full, the Commitments have been terminated and no Letters of Credit shall be
outstanding, the Collateral shall be released from the Liens created hereby, and
this Agreement and all obligations (other than the provisions of this Agreement
and the obligations hereunder that are herein expressly stated to survive such
termination) of the Designated Agents and each Grantor hereunder shall
terminate, all without delivery of any instrument or performance of any act by
any party, and all rights to the Collateral shall revert to the Grantors. At the
request and sole expense of any Grantor following any such termination, the
Collateral Agent shall (without notice to, or vote or consent of, any Lender, or
any party to any Bank Product) take such actions as shall be required to release
its security interest in all Collateral, and the Administrative Agent shall
(without notice to, or vote or consent of, any Lender, or any party to any Bank
Product) take such actions as shall be required to release all guarantee
obligations under any Loan Document, whether or not on the date of such release
there may be outstanding Obligations in respect of Bank Products. Any such
release of guarantee obligations shall be deemed subject to the provision that
such guarantee obligations shall be reinstated if after such release any portion
of any payment in respect of the Obligations guaranteed thereby shall be
rescinded or must otherwise be restored or returned upon the insolvency,
bankruptcy, dissolution, liquidation or reorganization of the Borrower or any
Guarantor, or upon or as a result of the appointment of a receiver, intervenor
or conservator of, or trustee or similar officer for, the Borrower or any
Guarantor or any substantial part of its property, or otherwise, all as though
such payment had not been made

                  (b) If any of the Collateral shall be sold, transferred or
otherwise disposed of by any Grantor in a transaction permitted by the Credit
Agreement, then the Collateral Agent, at the request and sole expense of such
Grantor, shall (without notice to, or vote or consent of, any Lender, or any
party to any Bank Product) take such actions as shall be required to release its
security interest in any Collateral being Disposed of in such Disposition
(including, in the case of a Disposition of any Person, all Capital Stock of
such Person and all Property of such Person), and the Administrative Agent shall
(without notice to, or vote or consent of, any Lender, or any party to any Bank
Product) take such actions as shall be required to release any guarantee and
other obligations under any Loan Document of any Person being Disposed of in
such Disposition; provided that the Borrower shall have delivered to the
Designated Agents, at least ten Business Days prior to the date of the proposed
release of any Guarantor in connection with the Disposition of all of its
Capital Stock, a written request for release identifying the relevant Guarantor
and the terms of the sale or other disposition in reasonable detail, including
the price thereof and any expenses in connection therewith, together with a
certification by the Borrower stating that such transaction is in compliance
with the Credit Agreement and the other Loan Documents. At such time as the Term
Loans shall have been repaid in full, the Existing Convertible Notes shall have
been repaid in full and the Consolidated Liquidity shall be not less than an
amount to be agreed upon by the Designated Agents at such time, promptly upon
the request of the Borrower, the Eligible Rental Equipment shall be removed from
the Borrowing
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Base, the Collateral Agent shall (without notice to, or vote or consent of, any
Lender, or any party to any Bank Product) take such actions as shall be required
to release its security interest in the Quail Rental Assets and the
Administrative Agent shall (without notice to, or vote or consent of, any Lender
or any party to any Bank Product) take such actions as shall be required or
reasonably requested by the Borrower to evidence such release. In addition,
Parker International shall be automatically released from its obligations under
this Agreement at the time and pursuant to the conditions set forth in Section
10.15(a) of the Credit Agreement.

                  (c) No consent of any Qualified Counterparty shall be required
for any release of Collateral or Guarantors pursuant to this Section.

                  8.16 Parker International. For avoidance of doubt, the parties
hereto confirm that Parker International is not hereby creating a security
interest in any of its assets; that the Collateral does not include any assets
of Parker International; and that Parker International is not hereby making any
representations and warranties with respect to any Collateral.



                  8.17 WAIVER OF JURY TRIAL. EACH GRANTOR AND, BY ACCEPTANCE OF
THE BENEFITS HEREOF, EACH AGENT AND EACH SECURED PARTY, HEREBY IRREVOCABLY AND
UNCONDITIONALLY WAIVES TRIAL BY JURY IN ANY LEGAL ACTION OR PROCEEDING RELATING
TO THIS AGREEMENT OR ANY OTHER LOAN DOCUMENT AND FOR ANY COUNTERCLAIM THEREIN.

                  IN WITNESS WHEREOF, each of the undersigned has caused this
Guarantee and Collateral Agreement to be duly executed and delivered as of the
date first above written.

                                                [NAME OF GRANTOR]

                                                By: ____________________________
                                                    Name:
                                                    Title:

                                                                      Schedule 1

                         NOTICE ADDRESSES OF GUARANTORS

                                                                      Schedule 2

                        DESCRIPTION OF PLEDGED SECURITIES

PLEDGED STOCK:

<TABLE>
<CAPTION>
    Issuer          Class of Stock        Stock Certificate No.        No. of Shares
- ------------------------------------------------------------------------------------
<S>                 <C>                   <C>                          <C>
</TABLE>

PLEDGED NOTES:

<TABLE>
<CAPTION>
    Issuer          Payee                 Principal Amount
- ----------------------------------------------------------
<S>                 <C>                   <C>
</TABLE>

                                                                      Schedule 3

                            FILINGS AND OTHER ACTIONS
                     REQUIRED TO PERFECT SECURITY INTERESTS

                         Uniform Commercial Code Filings

          [List each office where a is financing statement to be filed]

                          Patent and Trademark Filings

                               [List all filings]

                      Actions with respect to Pledged Stock

                                  Other Actions

                      [Describe other actions to be taken]

                                                                      Schedule 4

             JURISDICTION OF ORGANIZATION, IDENTIFICATION NUMBER AND

                       LOCATION OF CHIEF EXECUTIVE OFFICE

<TABLE>
<CAPTION>
                  Jurisdiction of             Identification            Location of Chief
Grantor            Organization                   Number                Executive Office
- -------           ---------------             --------------            -----------------



<S>               <C>                         <C>                       <C>
</TABLE>

                                                                      Schedule 5

                              INTELLECTUAL PROPERTY

I.       Copyrights and Copyright Licenses:

II.      Patents and Patent Licenses:

III.     Trademarks and Trademark Licenses:

                                                                         Annex I
                                                                              to
                                              Guarantee and Collateral Agreement

                  ASSUMPTION AGREEMENT, dated as of ________________, 200__,
made by ______________________________, a ______________ corporation (the
"Additional Grantor"), in favor of (i) DEUTSCHE BANK TRUST COMPANY AMERICAS, as
collateral agent (in such capacity, the "Collateral Agent") for the banks and
other financial institutions (the "Lenders") parties to the Credit Agreement
referred to below and (ii) LEHMAN COMMERCIAL PAPER INC., as Administrative Agent
pursuant to such Credit Agreement (in such capacity, the "Administrative
Agent"). All capitalized terms not defined herein shall have the meaning
ascribed to them in such Credit Agreement.

                              W I T N E S S E T H :

                  WHEREAS, PARKER DRILLING COMPANY (the "Borrower"), the
Lenders, the Administrative Agent and the Collateral Agent have entered into a
Credit Agreement, dated as of October 10, 2003 (as amended, supplemented or
otherwise modified from time to time, the "Credit Agreement") with Lehman
Brothers Inc. and Deutsche Bank Securities Inc., as Arrangers, Deutsche Bank
Securities Inc., as Syndication Agent, and Bank of America, N.A., as
Documentation Agent;

                  WHEREAS, in connection with the Credit Agreement, the Borrower
and certain of its Affiliates (other than the Additional Grantor) have entered
into the Guarantee and Collateral Agreement, dated as of October 10, 2003 (as
amended, supplemented or otherwise modified from time to time, the "Guarantee
and Collateral Agreement") in favor of the Collateral Agent for the benefit of
the Secured Parties;

                  WHEREAS, the Credit Agreement requires the Additional Grantor
to become a party to the Guarantee and Collateral Agreement; and

                  WHEREAS, the Additional Grantor has agreed to execute and
deliver this Assumption Agreement in order to become a party to the Guarantee
and Collateral Agreement;

                  NOW, THEREFORE, IT IS AGREED:

                  1.       Guarantee and Collateral Agreement. By executing and
delivering this Assumption Agreement, the Additional Grantor, as provided in
Section 8.15 of the Guarantee and Collateral Agreement, hereby becomes a party
to the Guarantee and Collateral Agreement as a Grantor thereunder with the same
force and effect as if originally named therein as a Grantor and, without
limiting the generality of the foregoing, hereby expressly assumes all
obligations and liabilities of a Grantor thereunder. The information set forth
in Annex 1-A hereto is hereby added to the information set forth in Schedules
_____ to the Guarantee and Collateral Agreement. The Additional Grantor hereby
represents and warrants that each of the representations and warranties
contained in Section 4 of the Guarantee and Collateral Agreement is true and
correct on and as the date hereof (after giving effect to this Assumption
Agreement) as if made on and as of such date.

                                                                       Annex I-2

                  2.       GOVERNING LAW. THIS ASSUMPTION AGREEMENT SHALL BE
GOVERNED BY, AND CONSTRUED AND INTERPRETED IN ACCORDANCE WITH, THE LAW OF THE
STATE OF NEW YORK.



                  IN WITNESS WHEREOF, the undersigned has caused this Assumption
Agreement to be duly executed and delivered as of the date first above written.

                                               [ADDITIONAL GRANTOR]

                                               By: _____________________________
                                                   Name:
                                                   Title:

                                                                        Annex II
                                                                              to
                                              Guarantee and Collateral Agreement

                           ACKNOWLEDGEMENT AND CONSENT

         The undersigned hereby acknowledges receipt of a copy of the Guarantee
and Collateral Agreement dated as of October [__], 2003 (the "Agreement"), made
by the Grantors parties thereto for the benefit of (i) DEUTSCHE BANK TRUST
COMPANY AMERICAS, as Collateral Agent and (ii) LEHMAN COMMERCIAL PAPER INC., as
Administrative Agent. The undersigned agrees for the benefit of the Collateral
Agent, the Administrative Agent and the Secured Parties as follows:

         1.       The undersigned will notify the Administrative Agent promptly
in writing of the occurrence of any of the events described in Section 5.7(a) of
the Agreement with respect to the Pledged Securities issued by the undersigned.

         2.       The undersigned will comply with any instructions received by
it pursuant to Section 6.4(c) of the Agreement with respect to the Pledged
Securities issued by the undersigned.

                                               [NAME OF ISSUER]

                                               By: _____________________________
                                                   Name:
                                                   Title:

                                               Address for Notices:

                                                 _______________________________

                                                 _______________________________

                                                 _______________________________

                                               Fax: ____________________________
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                                  INTRODUCTION

         WHEREAS, Parker Drilling Company, Inc. (the "COMPANY") has decided to
adopt a nonqualified deferred compensation plan for the benefit of the
non-employee members of the Company's board of directors (the "BOARD") which
shall be known as the "Parker Drilling Company Non-Employee Director Deferred
Compensation Plan" (the "Plan"); and

         WHEREAS, the obligations of the Company under the Plan will not be
funded or otherwise secured;

         NOW, THEREFORE, the Company adopts this Plan document pursuant to prior
action of the Board, effective as of December 1, 2002.
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                             PARKER DRILLING COMPANY
                             NON-EMPLOYEE DIRECTORS
                           DEFERRED COMPENSATION PLAN

                         (AS EFFECTIVE DECEMBER 1, 2002)

                                   ARTICLE ONE

                  ESTABLISHMENT, PURPOSE AND STATUS OF THE PLAN

         1.1 ESTABLISHMENT OF PLAN. The Company desires to provide benefits in
the form of unfunded deferred compensation to the non-employee members of the
Company's Board and, in that regard, hereby establishes the Parker Drilling
Company Non-Employee Directors Deferred Compensation Plan.

         1.2 PURPOSE OF PLAN. The Plan is maintained for the purpose of
advancing the interests of the Company by enhancing its ability to attract and
retain Outside Directors. The accomplishment of those objectives will be
facilitated by providing Outside Directors with an opportunity to defer the
payment of cash compensation payable by the Company for the performance of
services as an Outside Director.

                                   ARTICLE TWO

                                   DEFINITIONS

         In addition to the terms defined in the text hereof, each term below
shall have the meaning assigned thereto for all purposes of the Plan unless the
context reasonably requires a broader or narrower meaning.

         2.1 ACCOUNT. "Account" means, with respect to each Participant, the
account reflecting his interest under the Plan under the Deferred Compensation
Ledger. The Company shall establish a subaccount under each Account for (a)
allocations of Elective Deferrals, (b) Deferred Stock Units and shares of
Restricted Stock, if any and (c) any other subaccounts as it may deem
appropriate from time to time, as well as any Investment Experience credited
thereto.

         2.2 Beneficiary. "Beneficiary" means the beneficiary or beneficiaries
designated by the Participant to receive any benefits distributable under the
Plan upon his death.

         2.3 BOARD. "Board" means the Board of Directors of the Company.

         2.4 CASH COMPENSATION. "Cash Compensation" means the cash compensation
payable by the Company to the Outside Director for his performance of services
as an Outside Director for a Plan Year, excluding any reimbursements of
expenses.

                                       2
         2.5 CODE. "Code" means the Internal Revenue Code of 1986, as amended,
and the regulations and other authority issued thereunder by the appropriate
governmental authority. References herein to any section of the Code shall
include references to any successor section or provision of the Code.

         2.6 COMMITTEE. "Committee" means the committee appointed by the Board
to oversee the administration of the Plan.

         2.7 COMMON STOCK . "Common Stock" means the common stock, $.16666 par
value per share, which the Company is authorized to issue, or any securities
into which or for which the Common Stock may be converted or exchanged.

         2.8 COMPANY. "Company" means Parker Drilling Company, or any successor
in interest thereto.

         2.9 DEFERRAL AGREEMENT. "Deferral Agreement" means a separate written



agreement entered into by and between the Company and a Participant prior to the
commencement of a Plan Year (or other deferral period), which agreement
describes the terms and conditions of such Participant's deferred compensation
arrangement hereunder for the Plan Year (or other deferral period). The Deferral
Agreement shall be on a form provided by the Committee, executed and dated by
the Participant, and shall specify the amount of Elective Deferrals, by
percentage or dollar amount, that he elects to be (a) deferred during the Plan
Year (or other deferral period) and (b) deemed to be invested in Funds and/or in
Deferred Stock Units or shares of Restricted Stock for that Plan Year, as
applicable.

         2.10 DEFERRED COMPENSATION LEDGER. "Deferred Compensation Ledger" means
the accounting records maintained by the Company which set forth the name of
each Participant and his Account transactions reflecting (a) the amount of
Elective Deferrals made by the Participant pursuant to Article Five, (b) the
amount of Investment Experience credited or charged to the Participant's Account
pursuant to Article Six, (c) the number of shares of Restricted Stock and
Deferred Stock Units credited to the Participant's Account pursuant to Article
Seven, and (d) the amount of any distributions or withdrawals pursuant to
Article Seven. The Deferred Compensation Ledger shall be utilized solely as a
device for the measurement and determination of the contingent benefits to be
provided to Participants under the Plan. The Deferred Compensation Ledger shall
not constitute or be treated as an escrow, trust fund, or any other type of
funded account of whatever kind. In addition, no economic benefit or
constructive receipt of income shall be provided to any Participant for purposes
of the Code unless and until the deferred benefits are actually paid or
otherwise provided to or on behalf of the Participant under the terms of the
Plan. The Deferred Compensation Ledger merely provides a record of the
bookkeeping entries relating to the contingent benefits that the Company intends
to provide to Participants in the future, and thus reflects a mere unsecured
promise to pay or otherwise provide such benefits in the future.

         2.11 DEFERRED STOCK UNIT. "Deferred Stock Unit" means the right of the
Participant to receive a payment in cash or Common Stock pursuant to Section 7.2
and in accordance with the Deferred Stock Unit Agreement.

                                       3
         2.12 Deferred Stock Unit Agreement. "Deferred Stock Unit Agreement"
means the Deferred Stock Unit Agreement , substantially in the form attached
hereto as Exhibit A, entered into by and between the Company and a Participant.

         2.13 DETERMINATION DATE. "Determination Date" means, only with respect
to the portion of the Participant's Account that is deemed to be invested in
Funds, the date of his termination of directorship with the Company for any
reason. The term "Determination Date" shall also include any earlier payment
date that is specifically designated by the Participant in his Deferral
Agreement pursuant to Section 5.1.

         2.14 EFFECTIVE DATE. "Effective Date" means December 1, 2002, the
initial effective date of the Plan.

         2.15 ELECTIVE DEFERRALS . "Elective Deferrals" means any amount of a
Participant's Cash Compensation which he elects to defer pursuant to a Deferral
Agreement.

         2.16 FAIR MARKET VALUE. "Fair Market Value" means, as of a particular
date, (a) if the shares of Common Stock are listed on a national securities
exchange, the closing sales price per share of Common Stock on the consolidated
transaction reporting system for the principal securities exchange for the
Common Stock on that date, or if no such sale is reported on that date, on the
last preceding date on which a sale was so reported; (b) if the shares of Common
Stock are not so listed but are quoted on the Nasdaq National Market System, the
closing sales price per share of Common Stock on the Nasdaq National Market
System on that date, or, if there was no sale reported on that date on the last
preceding date on which a sale was so reported; (c) if the Common Stock is not
so listed or quoted, the mean between the closing bid and asked price on that
date or, if there are no quotations available for such date, on the last
preceding date on which such quotations are available, as reported by Nasdaq, or
if not reported by Nasdaq, by the National Quotation Bureau, Inc.; or (d) if
none of the above is applicable, such amount as may be determined by the
Committee (acting on the advice of an independent third party, should the
Committee elect, in its sole discretion, to utilize an independent third party
for this purpose), in good faith, to be the fair market value per share of



Common Stock.

         2.17 FUNDS. "Funds" means the mutual investment funds, if any, or other
investment vehicles designated by the Committee for the deemed investment of the
cash portion of Account balances pursuant to Article Six.

         2.18 INSOLVENT. "Insolvent" means either (a) the Company is unable to
pay its debts as they become due, or (b) the Company is subject to a pending
proceeding as a debtor under the United States Bankruptcy Code.

         2.19 INVESTMENT EXPERIENCE. "Investment Experience" means any gains or
earnings credited (as income or appreciation) or charged (as losses or
depreciation) on any Funds. Investment Experience shall be posted to the balance
in the Participant's Account that is deemed to be invested in Funds pursuant to
Article Six. Investment Experience shall not be credited or charged to Deferred
Stock Units or to shares of Restricted Stock which are valued based on the Fair
Market Value of Common Stock.
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         2.20 OUTSIDE DIRECTOR. "Outside Director" means a member of the Board
who is not an employee of the Company.

         2.21 PARTICIPANT. "Participant" means an Outside Director who (a)
elected to defer Cash Compensation under the Plan and (b) has not received a
complete distribution of all amounts or property credited to his Account.

         2.22 PLAN. "Plan" means the Parker Drilling Company Non-Employee
Directors Deferred Compensation Plan as set forth herein, and as it may
hereafter be amended from time to time.

         2.23 PLAN YEAR. "Plan Year" means the calendar year commencing on
January 1 and ending on December 31; provided, however, the first Plan Year
shall be a 13-month year beginning on December 1, 2002 and ending on December
31, 2003.

         2.24 RESTRICTED STOCK . "Restricted Stock" means Common Stock that was
granted under the Plan to a Participant to the extent such Common Stock is still
unvested and subject to a substantial risk of forfeiture under the terms of the
Restricted Stock Agreement.

         2.25 RESTRICTED STOCK AGREEMENT. "Restricted Stock Agreement" means a
Restricted Stock Agreement, substantially in the form attached hereto as Exhibit
B, entered into by and between the Company and a Participant.

         2.26 VALUATION DATE. "Valuation Date" means the date on which a
Participant's Account balance is valued as determined by the Committee in its
discretion, which date shall be not more often than daily and not less often
than as of the last day of each calendar quarter during the Plan Year.

                                 ARTICLE THREE

                                 ADMINISTRATION

         3.1 COMPOSITION OF COMMITTEE. The Committee shall be comprised of such
employees of the Company as are selected by the Board to constitute the
Committee; provided, however, all Outside Directors shall abstain from any
discussion and vote to appoint any member of the Committee. Each member of the
Committee shall serve at the pleasure of the Board (with the Outside Directors
abstaining). The Board (with the Outside Directors abstaining) may remove or
replace a member of the Committee at any time in its discretion. In the event
that no Committee is selected by the Board, any reference herein to Committee
shall be deemed to be a reference to the Chief Executive Officer of the Company.
A member of the Committee cannot also be a Participant.

         The members of the Committee shall not receive any special compensation
for serving in their capacities as members of the Committee, but shall be
reimbursed by the Company for any reasonable expenses incurred in connection
therewith. No bond or other security need be required of the Committee or any
member thereof. The Committee shall appoint a Chairman
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who shall preside over its meetings and a Secretary who shall be responsible for
recording the actions of the Committee in its minutes. The Secretary need not be
a member of the Committee.

         3.2 INTERPRETATION AND ADMINISTRATION OF PLAN. The Committee shall, in
its discretion, operate, administer, interpret, construe and construct the Plan,
including correcting any defect, supplying any omission or reconciling any
inconsistency. The Committee shall have all powers necessary or appropriate to
implement and administer the terms and provisions of the Plan, including the
power to make findings of fact. The determination of the Committee as to the
proper interpretation, construction, or application of any term or provision of
the Plan shall be final, binding, and conclusive with respect to all
Participants, Beneficiaries and other interested persons.

         The Committee shall have the authority to select the Funds (or other
investment vehicles), if any, that are available for the deemed investment by
Participants of their Account balances. Furthermore, the Committee shall direct
all matters relating to withdrawals and distributions of amounts credited to
Accounts in accordance with Article Seven.

         3.3 ACTION BY COMMITTEE. A majority of the members of the Committee
shall constitute a quorum for the transaction of business, and the vote of a
majority of those members present at any meeting at which a quorum is present
shall decide any question brought before the meeting and shall be the act of the
Committee. In addition, the Committee may take any other action otherwise proper
under the Plan by an affirmative vote, taken without a meeting, of a majority of
its members. Actions of the Committee shall be recorded in its minutes.

         3.4 DELEGATION. The Committee, in its discretion, may delegate any one
or more of its duties to its designated agents and representatives, including
selected employees of the Company; provided, however, the Committee may not
delegate its authority to make the determinations specified in the first
paragraph of Section 3.2 or in Section 8.4.

         3.5 RELIANCE UPON INFORMATION. No member of the Committee shall be
liable for any decision, action, omission, or mistake in judgment in connection
with the administration of the Plan, provided that he acted in good faith.
Without limiting the generality of the foregoing, any decision or action taken
by the Committee in reasonable reliance upon any information supplied to it by
the Board, Company, the affected Participant, legal counsel or independent
accountants shall be deemed to have been taken in good faith.

         The Committee may consult with legal counsel, who may be counsel for
the Company or other counsel, with respect to its obligations or duties
hereunder, or with respect to any action, proceeding or question at law, and
shall not be liable with respect to any action taken or omitted, in good faith,
pursuant to the advice of such counsel.

         3.6 INDEMNITY OF ADMINISTRATIVE EMPLOYEES. To the full extent permitted
by applicable law, the Company shall indemnify and hold harmless each past,
present and future member of the Committee, and any authorized agent or delegate
of the Committee who is also a current or former employee of the Company, with
respect to duties performed under the Plan (hereafter, all such indemnified
persons shall be jointly and severally referred to as "INDEMNITEE"), against,
and each Indemnitee shall be entitled without further act on his part to
indemnity from the Company for, any and all losses, claims, damages, judgments,
settlements,
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liabilities, costs and expenses (and all actions in respect thereof and any
legal or other costs and expenses in giving testimony or furnishing documents in
response to a subpoena or otherwise), including the cost of investigating,
preparing or defending any pending, threatened or anticipated possible action,
claim, suit or other proceeding, whether or not in connection with litigation in
which the Indemnitee is a party (collectively referred to herein as the
"LOSSES"), as and when incurred, directly or indirectly, relating to or
resulting from the Plan or its administration; provided, however, that SUCH
INDEMNITY SHALL NOT INCLUDE ANY LOSSES WITH RESPECT TO ANY MATTER AS TO WHICH IT
IS FINALLY ADJUDGED IN ANY SUCH ACTION OR OTHER PROCEEDING WERE DIRECTLY CAUSED
BY THE INDEMNITEE'S GROSS NEGLIGENCE OR INTENTIONAL MISCONDUCT. The foregoing
right of indemnification shall inure to the benefit of the successors and
assigns, and the heirs, executors, administrators and personal representatives
of each Indemnitee, and shall be in addition to all other rights to which the



Indemnitee may be entitled as a matter of law, contract, or otherwise.

                                  ARTICLE FOUR

                             SHARES OF COMMON STOCK

         4.1 NO SHARES RESERVED. Shares of Common Stock that may be issued under
the Plan with respect to grants of Restricted Stock shall be only made from
shares of Common Stock held by the Company in its treasury, or from shares of
Common Stock purchased by the Company on the open market. No fractional shares
shall be issued under the Plan; payment for any fractional shares shall be made
in cash.

         4.2 REUSE OF SHARES. If any shares of Common Stock subject to
Restricted Stock awards under the Plan are forfeited or terminated for whatever
reason, such shares of Common Stock shall be held by the Company in its treasury
for any such future use as the Company deems to be appropriate.

                                  ARTICLE FIVE

                      PARTICIPATION AND ELECTIVE DEFERRALS

         5.1 DEFERRAL AGREEMENT. Each Outside Director shall notify the
Committee (or its delegate) of his election to participate in the Plan for the
upcoming Plan Year by completing, executing and delivering a Deferral Agreement
to the Committee (or its delegate). Any Deferral Agreement that is not completed
and signed by the Outside Director and received by the Committee (or its
delegate) by December 31, 2003 for the first Plan Year, or by December 31 of the
year immediately preceding the Plan Year in which it is effective for subsequent
Plan Years, shall be treated as the Outside Director's election not to make an
Elective Deferral for that Plan Year. An Outside Director can either defer from
five percent (5%) to one hundred percent (100%) of his Cash Compensation for the
Plan Year, or the portion thereof that he is an Outside Director. With respect
to his Deferral Agreement each Plan Year, the Participant may elect to invest
his Elective Deferrals for the Plan Year in Funds (only if and to the extent
Funds are made available by the Committee in its discretion) or in the form of
Deferred Stock Units or in shares of Restricted Stock in accordance with Section
7.2 or 7.3, each in lieu of Cash Compensation for
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that Plan Year. The minimum and maximum deferral limits may be changed from time
to time by the Committee in its discretion. If the Committee elects to establish
new percentage deferral limits, the new limits shall be communicated to each
Outside Director prior to the beginning of the Plan Year and each subsequent
Plan Year unless and until changed by the Committee.

         Notwithstanding the immediately preceding paragraph, if after the
commencement of a Plan Year an individual is elected as an Outside Director,
then to make an Elective Deferral election for the remaining portion of that
Plan Year, the Outside Director must complete and execute a Deferral Agreement
and return it to the Committee (or its delegate) within thirty (30) calendar
days from the first day that he will serve as an Outside Director. The Deferral
Agreement shall only apply to defer unearned Cash Compensation for services to
be performed by the Participant as an Outside Director (a) for the remainder of
the Plan Year and (b) subsequent to receipt and approval of his Deferral
Agreement by the Committee (or its delegate).

         All Elective Deferrals by a Participant pursuant to his Deferral
Agreement shall be withheld on a pro rata basis from his Cash Compensation
payable during the Plan Year (or portion thereof during which such Deferral
Agreement is in effect). All elections are effective for the period in which the
Cash Compensation is earned.

         5.2 REVOCATION OF PARTICIPANT'S ELECTIVE DEFERRALS. The Participant's
Deferral Agreement shall continue in effect while he remains an Outside Director
unless modified or revoked in accordance with this Section 5.2.

         (a) Deferral Agreement Irrevocable for Current Plan Year. A Participant
cannot modify or revoke his Deferral Agreement, as in effect for any current
Plan Year, except for a discontinuance of all Elective Deferrals. Any notice of
discontinuance of Elective Deferrals for the remaining portion of the Plan Year



must be filed and accepted at least thirty (30) days prior to the first day of a
subsequent month during the Plan Year. The revocation of Elective Deferrals for
the Plan Year shall be effective on the first day of the designated subsequent
month. A notice of discontinuance shall be effective only with respect to Cash
Compensation (a) attributable to services not yet performed by the Participant
and (b) not yet earned for income tax purposes by the Participant before the
notice of discontinuance became effective. This determination shall be made by
the Committee. Only a complete and total cessation of Elective Deferrals shall
be permitted hereunder during a Plan Year; therefore, any requested change by a
Participant during a Plan Year either to increase or reduce his Elective
Deferrals shall not be permitted (unless the request to reduce Elective
Deferrals to zero) if such change is to be effective before the first day of the
next Plan Year.

         (b) Revocation of Deferral Agreement for Next Plan Year. A Participant
may revoke his Deferral Agreement for the next Plan Year by providing the
Committee with a written notice of discontinuance for the next Plan Year prior
to the first day of the next Plan Year. If a Participant files a written notice
of discontinuance of his Deferral Agreement for the next Plan Year, he may not,
from and after the first day of the next Plan Year, enter into a new Deferral
Agreement or revoke such notice of discontinuance for that Plan Year. He will
thus be eligible to authorize new Elective Deferrals only if he submits a new
Deferral Agreement in accordance with Section 5.1 which will be effective for
the following Plan Year.
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         (c) Modification of Deferral Agreement for Next Plan Year. A
Participant may modify his Deferral Agreement effective as of the first day of
the next Plan Year by providing a new Deferral Agreement in accordance with
Section 5.1.

         5.3 DEFERRAL OF CASH COMPENSATION. If a Participant has elected to
authorize Elective Deferrals pursuant to a Deferral Agreement, the deferred
amounts shall not be paid when they otherwise would have been paid in the
absence of such election. A bookkeeping entry to reflect the Elective Deferrals
shall be credited by the Company to the Participant's Account under the Deferred
Compensation Ledger. Each Elective Deferral shall be posted and credited to the
Participant's Account as of the date it otherwise would have been paid to the
Participant.

         5.4 FORFEITURE OF EXCESS DEFERRALS. Within thirty (30) days prior to
the first day of Plan Year, the Committee shall estimate the amount of Cash
Compensation payable to each Outside Director for the upcoming Plan Year
(referred to as the "PROJECTED CASH COMPENSATION"), and shall notify each
Outside Director of such estimate. The amount estimated by the Committee shall
be the maximum amount of Cash Compensation that the Outside Director can elect
to defer under the Plan for the upcoming Plan Year.

         In addition, the Committee shall, during the 30-day period prior to the
end of each Plan Year, determine the amount of Cash Compensation actually paid
to each Outside Director for that Plan Year, including the amount that would
have been paid to such Outside Director but for his Elective Deferrals under the
Plan for that Plan Year (referred to as the "ACTUAL CASH COMPENSATION"). To the
extent that (a) the Participant's Projected Cash Compensation for such Plan Year
exceeded his Actual Cash Compensation for the Plan Year, and (b) the
Participant's Elective Deferrals for the Plan Year exceeded his Actual Cash
Compensation, the excess Elective Deferrals (and any Investment Experience
credited thereto) shall be forfeited by the end of the Plan Year, and any shares
of Restricted Stock or Deferred Stock Units attributable to such excess under a
Deferred Stock Unit Agreement or Restricted Stock Agreement granted to the
Participant for such Plan Year shall be forfeited by the end of the Plan Year,
notwithstanding any provision of the Plan, Deferred Stock Unit Agreement or
Restricted Stock Agreement to the contrary. This determination shall be made by
the Committee.

         5.5 VESTING OF ACCOUNTS. Elective Deferrals credited to a Participant's
Account will be 100% vested at all times, but only to the extent that such
Elective Deferrals are not deemed to be invested in Deferred Stock Units or
Restricted Stock. Deferred Stock Units will vest in accordance with the terms of
the Participant's Deferred Stock Unit Agreement. Shares of Restricted Stock will
vest in accordance with the terms of the Participant's Restricted Stock
Agreement.



                                  ARTICLE SIX

                          DEEMED INVESTMENTS; ACCOUNTS

         6.1 INVESTMENT OF ACCOUNTS IN INVESTMENT FUNDS. The Committee may, in
its discretion, permit all Participants to request that their Account balances,
to the extent not invested in Deferred Stock Units or in Restricted Stock, be
deemed to be invested in any one or a combination of Funds which have been
selected by the Committee as being available for deemed
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investments under the Plan. The Committee shall not be obligated at any time to
permit any Participant to invest his Elective Deferrals in Funds or any other
investment vehicle except Deferred Stock Units or shares of Restricted Stock.

         If a Participant does not make an investment election for all or any
portion of his Account balance which he elected to be invested in Funds, then
the portion of such Account balance that was not directed by the Participant
shall automatically be deemed to be invested in the Fund option that is a money
market mutual fund. All Accounts balances hereunder shall be considered assets
of the Company, and the Participant shall remain subject to all applicable
provisions of the Plan including, without limitation, Section 8.2.

         Any Investment Experience posted and credited to each Participant's
Account shall be based solely on the Investment Experience of the actual Funds
in which the Participant's Account balance is deemed to be invested.

         As authorized by the Committee in its discretion, each Participant may
be given the right hereunder to direct the Committee (or its delegate) regarding
the deemed investment of his Account balance. The Committee (or its delegate)
shall prescribe procedures as necessary to direct such deemed investments. Each
Participant's Account will be credited or charged with the increase or decrease
in the realizable net asset value of any designated Funds in which such portion
of the Account is deemed to be invested.

         To the extent permitted by operating rules and procedures that the
Committee may impose, each Participant may communicate directions regarding the
deemed investment of his Account balance between and among the designated Funds.
Investment directions shall designate the percentage (in whole percent
multiples) of the Participant's Account balance that is requested for deemed
investment in such Funds, and shall be subject to the following rules:

                  (a) All amounts credited to the Participant's Account, to the
         extent not invested in Deferred Stock Units or Restricted Stock, shall
         be deemed to be invested in accordance with the Participant's then
         effective investment direction. As of the effective date of any new
         deemed investment direction, the Participant's Account balance at that
         date shall be reallocated among the designated Funds according to the
         percentages specified in the new deemed investment direction unless and
         until the Participant makes another investment direction. An election
         concerning deemed investment choices shall continue indefinitely until
         changed by the Participant in accordance with the procedures prescribed
         by the Committee.

                  (b) If the Committee (or its delegate) receives an initial or
         revised investment direction that is incomplete, unclear, or improper,
         the Participant's investment direction then in effect shall remain in
         effect (or, in the case of a deficiency in an initial investment
         direction, the Participant shall be deemed to have invested in the
         designated Fund that is a money market mutual fund).

         No assurances are provided by the Company, the Committee or any other
person or entity that any deemed investment results will be favorable and, as
with most investments, there is a risk of loss.
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         6.2 ALLOCATION OF INVESTMENT EXPERIENCE TO ACCOUNTS. As of each
Valuation Date, the Committee shall determine the Investment Experience, if any,
for the applicable period for which the valuation is being made. As soon as
practicable after the end of such valuation period, the Company shall credit or
charge the amount of Investment Experience to each Participant's Account
effective as of the Valuation Date. Each Account for which there was a positive



balance which was directed for investment in Funds shall be entitled to an
allocation of Investment Experience for that valuation period, regardless of
whether the Participant is still an Outside Director at such time. No Investment
Experience shall be credited or charged with respect to the portion of the
Account which is deemed to be invested in Deferred Stock Units or in shares of
Restricted Stock.

         6.3 BENEFITS ARE UNFUNDED OBLIGATIONS. Benefits provided under the Plan
with respect to the portion of the Participant's Account deemed to be invested
in Funds, if any, or in Deferred Stock Units that are payable in cash, shall be
unfunded obligations of the Company, and shall thus constitute mere unsecured
promises by the Company to pay such amount in the future. The Company shall not
set aside any assets or otherwise create any type of fund (a) in which any
Participant, or any person claiming under the Participant, has an interest other
than that of an unsecured general creditor of the Company or (b) that would
provide any Participant, or any person claiming under the Participant, with a
legally enforceable right to priority over any other general unsecured creditor
of the Company in the event the Company becomes Insolvent. With respect to
benefits provided under the Plan in the form of Common Stock pursuant to a
Restricted Stock Agreement, the Participant shall remain a general unsecured
creditor of the Company until such benefits become vested and not subject to a
substantial risk of forfeiture, and thus are taxable to the Participant for
income tax purposes under the Code.

                                  ARTICLE SEVEN

                            PAYMENTS; DISTRIBUTIONS

         7.1 DISTRIBUTIONS IN GENERAL. With respect to the Elective Deferrals
made by the Participant for a Plan Year, his distribution under the Plan will be
made in accordance with Section 7.2, 7.3, or 7.4, as elected by the Participant
on his annual Deferral Agreement pursuant to Section 5.1.

         7.2 DISTRIBUTIONS IN DEFERRED STOCK UNITS. In lieu of receiving Cash
Compensation for the Plan Year, the Participant may elect on his Deferral
Agreement to receive benefits in the form of Deferred Stock Units in accordance
with the terms of a Deferred Stock Unit Agreement. Deferred Stock Units shall be
credited to the Participant's Account as of the first day of the Plan Year (or
other deferral period) covered by the Deferral Agreement. The number of shares
of Common Stock that are subject to the Deferred Stock Unit Agreement shall
equal the number of shares of Common Stock that have a Fair Market Value (as of
the first business day of the Plan Year or other applicable deferral period)
equal to (a) the amount of Elective Deferrals that the Participant directed to
be invested in Deferred Stock Units on his Deferral Agreement for that Plan Year
multiplied by (b) 1.5. All Deferred Stock Units shall be credited to the
Participant's Account for that Plan Year.
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         When any Deferred Stock Unit becomes payable in accordance with the
terms of the Participant's Deferred Stock Unit Agreement, such payment shall be
made by the Company in cash. The terms and conditions of the Deferred Stock
Units, including vesting and their conversion into cash, shall be set out in the
Deferred Stock Unit Agreement.

         7.3 DISTRIBUTIONS IN RESTRICTED STOCK. In lieu of receiving Cash
Compensation for the Plan Year, a Participant may elect on his Deferral
Agreement to receive benefits in the form of shares of Restricted Stock in
accordance with the terms of a Restricted Stock Agreement. The shares of
Restricted Stock shall be credited to the Participant's Account as of the first
day of the Plan Year (or other deferral period) covered by the Deferral
Agreement. The number of shares of Restricted Stock that are subject to the
Restricted Stock Agreement shall equal the number of shares of Common Stock that
have a Fair Market Value (as of the first business day of the Plan Year or other
applicable deferral period) equal to (a) the amount of Cash Compensation that
the Participant deferred and directed to be invested in Restricted Stock on his
Deferral Agreement for that Plan Year multiplied by (b) 1.5. All Deferred Stock
Units shall be credited to the Participant's Account.

         The terms and conditions of the shares of Restricted Stock, including
vesting and distribution, shall be set out in the Restricted Stock Agreement
between the Company and the Participant.



         7.4 LUMP SUM DISTRIBUTION FOLLOWING DETERMINATION DATE . Upon the
occurrence of the Determination Date (except due to the Participant's death),
the Participant's Account balance to the extent invested in Funds, if any, shall
become distributable in the form of a lump sum cash payment, which payment shall
be made within sixty (60) days from the Participant's Determination Date.

         7.5 ADVANCE DISTRIBUTION ELECTION REQUIRED. To the extent not subject
to a Deferred Stock Unit Agreement or a Restricted Stock Agreement, the
Participant's election as to the timing of any distribution from his Account
must be made at least one year and one day prior to the actual distribution
date, and such election shall be irrevocable during such period.

         7.6 FACILITY OF PAYMENTS. If the Committee determines that any person
entitled to payments under the Plan is physically or mentally incompetent to
receive or properly acknowledge receipt for such payments, the Company shall
make such payments to the legal guardian or other personal representative of
such person for the use and benefit of such person. If the Committee for any
reason is unable to determine with reasonable certainty the proper person to pay
pursuant to the immediately preceding sentence, the Company shall pay any
amounts due hereunder into a court of competent jurisdiction in an interpleader
proceeding for purposes of being directed by such court as to the proper
disposition of such amounts. Any such payment so made by the Company shall be a
full and complete discharge of any liability or obligation under the Plan to the
full extent of the amount of such payment.

         7.7 REIMBURSEMENT OF PARTICIPANT DUE TO DISPUTE. The Company agrees to
reimburse promptly or pay as incurred all reasonable legal fees and other
reasonable direct costs that the Participant (or Beneficiary thereof) incurs as
a result of any contest (regardless of the outcome thereof) by the Company,
Committee, Participant, Beneficiary or others concerning the validity or
enforceability of, or liability under, any provision of the Plan (including,
without
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limitation, as a result of any contest by the Participant regarding any benefit
payment, or the amount thereof, which he claims is due under the Plan), plus in
each case interest on any delayed payment at ten percent (10%) per annum;
provided, however, any payment pursuant to this Section 7.7 shall be due only to
the extent that the Committee or Company is found by an arbitrator or court of
competent jurisdiction to have engaged in a breach of the Plan, or bad faith,
negligence or fraudulent conduct in delaying or failing to make any payment when
due under the Plan. The Company authorizes each Participant or Beneficiary to
engage counsel of his choice to represent him in any such dispute. This Section
7.6 shall not be construed to limit or foreclose any court or arbitrator from
imposing any other awards or remedies.

         7.8 BENEFICIARY DESIGNATIONS. Each Outside Director, upon becoming a
Participant, shall file with the Committee (or its delegate) a designation of
one or more Beneficiaries to whom benefits otherwise payable to the Participant
shall be made in the event of his death prior to the complete distribution of
his Account or, if applicable, complete vesting of all of his outstanding
Deferred Stock Units or shares of Restricted Stock. A completed Beneficiary
designation form shall be effective when received in writing by the Committee
(or its delegate). A Participant may, from time to time, revoke or change his
Beneficiary designation by filing a new designation form with the Committee (or
its delegate). The last valid designation form shall be controlling; provided,
however, that no Beneficiary designation, or change or revocation thereof, shall
be effective unless received prior to the Participant's death, and shall not be
effective as of a date prior to its receipt by the Committee (or its delegate).

         If no valid and effective Beneficiary designation exists at the time of
the Participant's death, or if no designated Beneficiary survives the
Participant, or if such designation conflicts with applicable law, the payment
of the Participant's Account balance shall be made to the Participant's
surviving lawful spouse, if any. If there is no surviving spouse, then payment
of the Account balance shall be made to the executor or administrator of the
Participant's estate, or if there is no administration on Participant's estate,
in accordance with the laws of descent and distribution as determined by the
Company. If the Committee is in doubt as to the right of any person to receive
such amount, it may direct that the amount be paid into any court of competent
jurisdiction in an interpleader action, and such payment shall be a full and
complete discharge of any liability or obligation under the Plan to the full
extent of such payment.



         7.9 WITHHOLDING OF TAXES. The Company shall withhold from the amount of
benefits payable under the Plan all federal, state, and local taxes required to
be withheld under any applicable law or governmental regulation or ruling.
Moreover, the Company shall be authorized to require the Participant to pay the
Company all federal, state, and local taxes required to be withheld under any
applicable law or governmental regulation or ruling.

         7.10 PAYOR OF DEFERRED COMPENSATION. Benefits payable in cash under the
Plan shall be the obligation of the Company. In order to meet its contingent
obligations under the Plan, the Company shall not set aside any assets or
otherwise create any type of fund (a) in which any Participant, or any person
claiming under the Participant, has an interest other than that of an unsecured
general creditor of the Company or (b) that would provide any Participant, or
any person claiming under such Participant, with a legally enforceable right to
priority over any other general unsecured creditor of the Company in the event
that the Company becomes Insolvent.
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                                 ARTICLE EIGHT

                             RIGHTS OF PARTICIPANTS

         8.1 STATEMENT TO PARTICIPANTS. If and when deemed appropriate by the
Committee in its discretion, the Committee shall cause to be prepared and
delivered to each Participant a written statement showing the following
information or such other information that the Committee determines is
applicable:

                  (a)      The beginning balance in the Participant's Account as
                           of the first day of the valuation period;

                  (b)      The amount of Elective Deferrals that were credited
                           to the Account during the valuation period;

                  (c)      The adjustments to the Account to reflect the
                           crediting of Investment Experience and any
                           distributions made during the Plan Year;

                  (d)      The ending balance in the Account as of the last day
                           of the valuation period; and

                  (e)      The number of vested and unvested Deferred Stock
                           Units and shares of Restricted Stock credited to the
                           Account as of the Valuation Date.

         8.2 LIMITATION OF RIGHTS. Nothing in the Plan shall be construed to:

                  (a)      Give a Participant any rights, other than as an
                           unsecured general creditor of the Company, with
                           respect to any amount, Deferred Stock Unit or share
                           of Restricted Stock credited to his Account, until it
                           is distributable to him in accordance with the terms
                           of the Plan;

                  (b)      Limit in any way the right of the Company to
                           terminate a Participant's directorship or other
                           services to the Company;

                  (c)      Give a Participant or any other person any interest
                           in any fund, reserve or any specific asset of the
                           Company or any affiliated entity; or

                  (d)      Create a fiduciary relationship between the
                           Participant and the Company.

         8.3 NONALIENATION OF BENEFITS. No right or benefit under the Plan shall
be subject to anticipation, alienation, attachment, garnishment, sale, transfer,
assignment (either at law or in equity), levy, execution, pledge, encumbrance,
charge, or any other legal or equitable process, and any attempt to do so will
be void and without effect. No right or benefit hereunder shall in any manner be
liable for or subject to any debts, contracts, liabilities, engagements, or
torts of the Participant or Beneficiary entitled to such benefits.



         The withholding of taxes from benefit payments hereunder; the recovery
under the Plan of overpayments of benefits previously made to a Participant; the
transfer of benefit rights from
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the Plan to another plan; the direct deposit of benefit payments to an account
in a banking institution (if not actually part of an arrangement constituting an
assignment or alienation), shall not be construed as an assignment or alienation
for purposes of the immediately preceding paragraph.

         The first paragraph of this Section shall not preclude (a) the
Participant from designating a Beneficiary to receive any benefit payable
hereunder upon his death, or (b) the executors, administrators, or other legal
representatives of the Participant or his estate from assigning any rights
hereunder to the person or persons entitled thereto.

         In the event that any Participant's or Beneficiary's benefits hereunder
are garnished or attached by order of any court, the Company may bring an action
or a declaratory judgment in a court of competent jurisdiction to determine the
proper recipient of the benefits to be paid under the Plan. During the pendency
of said action, any benefits that become payable shall be held as credits to the
Participant's Account or, if the Company prefers, paid into the court as they
become payable, to be distributed by the court to the recipient as the court
deems proper at the close of said action.

         8.4 CLAIMS PROCEDURES. When a benefit is due and payable under the
Plan, a claim should be submitted to the Committee by the Participant or by his
Beneficiary in the event of his death (referred to as "CLAIMANT" for purposes of
this Section 8.4). A decision on a Claimant's claim for benefits shall be made
by the Committee within thirty (30) days after receipt of the claim. In the
event there is a disagreement concerning the amount payable to the Claimant, the
Claimant shall receive written notification of the amount in dispute and shall
be entitled to a full review of his claim. A Claimant desiring a review must
submit a written request to the Committee requesting such a review, which
request should include whatever comments or arguments that the Claimant wishes
to make. Incident to the review, the Claimant may represent himself or appoint a
representative to do so, and he shall have the right to inspect all documents
pertaining to the issue. The Committee, in its discretion, may schedule any
meeting with the Claimant and/or the Claimant's representative that it deems to
be necessary or appropriate to facilitate or expedite its review of the amount
in dispute. The Claimant shall submit any information relevant to the review as
reasonably requested by the Committee.

         A request for a review of a claim must be filed with the Committee
within ninety (90) days after notice of the disputed amount is received by the
Claimant. If no request is received within the 90-day time limit, the
determination of the amount due by the Committee shall be final. However, if a
request for review of a disputed amount is timely filed, the Committee must
render its decision under normal circumstances within thirty (30) days of its
receipt of the request for review. In special and unusual circumstances the
decision may be delayed if, prior to expiration of the initial 30-day period,
the Claimant is notified of the extension, but must in any event be rendered no
later than sixty (60) days after receipt of the Claimant's initial request for a
review. All decisions of the Committee shall be in writing and shall include
specific reasons for whatever action has been taken, as well as references to
the pertinent Plan provisions on which its decision was based.
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                                  ARTICLE NINE

                              CAPITAL ADJUSTMENTS

         9.1 CAPITAL ADJUSTMENTS. In the event that the Committee determines
that any dividend or other distribution (whether in the form of cash, securities
or other property), recapitalization, stock split, reverse stock split, rights
offering, reorganization, merger, consolidation, split-up, spin-off, split-off,
combination, subdivision, repurchase, or exchange of Common Stock or other
securities of the Company, issuance of warrants or other rights to purchase
Common Stock or other securities of the Company, or other similar corporate
event affecting Common Stock, such that an adjustment is determined by the
Committee, in good faith, to be appropriate to prevent the dilution or
enlargement of the shares of Restricted Stock provided under the Plan, then the



Committee shall, in such manner as it may in good faith deem to be equitable,
adjust the number of shares and/or type of Common Stock (or other securities or
property) which are then subject to Restricted Stock Agreements.

         Upon the occurrence of any such corporate event, the Company shall
provide notice to each affected Participant of its determination of any such
adjustment to the Common Stock, which notice shall be conclusive and binding
upon each such Participant and any other interested person. No adjustment shall
be made under this Section 9.1 for any issuance of securities by the Company or
any shareholder for fair consideration, as determined by the Committee.

         9.2 NO EFFECT ON COMPANY'S AUTHORITY. The existence of the Plan shall
not affect in any way the right or power of the Company or its stockholders to
make or authorize any or all adjustments, recapitalizations, reorganizations, or
other changes in the Company's capital structure and its business; any merger or
consolidation of the Company; any issuance of bonds, debentures, preferred or
preference stocks ranking prior to or otherwise affecting the Common Stock or
the rights thereof (or any rights, options, or warrants to purchase same); the
dissolution or liquidation of the Company, or any sale or transfer of all or any
part of its assets or business; or any other corporate act or proceeding,
whether of a similar character or otherwise.

         9.3 EFFECT ON RESTRICTED STOCK WHERE COMPANY SURVIVES. Subject to any
required action by the stockholders, if the Company is the surviving or
resulting corporation in any merger, consolidation or share exchange, any
Restricted Stock granted hereunder shall be entitled to the same consideration
(including cash or property) to which a holder of the same number of shares of
Common Stock is entitled. The restrictions on the Restricted Stock shall not
lapse at such time unless the Committee, in its discretion, elects to accelerate
vesting of the shares of Restricted Stock as the result of such corporate event.

         9.4 EFFECT ON RESTRICTED STOCK WHERE COMPANY DOES NOT SURVIVE. In the
event of any merger, consolidation or share exchange pursuant to which the
Company is not the surviving or resulting corporation, there shall be
substituted for each share of Common Stock subject to an outstanding Restricted
Stock award, that number of shares of each class of securities (or cash or
property) of the surviving, resulting or consolidated company which were
distributable to the stockholders of the Company in respect of each share of
Common Stock. In such event, all outstanding shares of Restricted Stock shall
become fully vested as of the date of such corporate event unless (a) otherwise
expressly provided in the Participant's Restricted Stock Agreement or (b)
determined by the Committee, in its discretion, at such time.
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                                  ARTICLE TEN

                                 MISCELLANEOUS

         10.1 AMENDMENT OR TERMINATION OF THE PLAN. By written instrument, the
Committee may, in its discretion, amend or terminate the Plan at any time
effective as of the date specified therein. Unless the affected Participant (or
his Beneficiary in the event of Participant's death) consents in writing, no
such amendment shall adversely affect the rights of such Participant (or
Beneficiary) to receive any benefit which was accrued under the terms of the
Plan before its amendment.

         In the event of termination of the Plan, notwithstanding any provision
hereof to the contrary, (a) all undistributed Account balances to the extent
deemed to be invested in Deferred Stock Units or Funds shall be distributable by
the Company on behalf of the Participants in the form of lump sum cash payments,
without regard to any distribution or deferral election previously made by any
Participant, and (b) all restrictions on Deferred Stock Units and shares of
Restricted Stock shall lapse as of the termination date. All cash distributions
resulting from Plan termination shall be made within thirty (30) days from the
termination date of the Plan.

         10.2 WAIVER. No term or condition of the Plan shall be deemed to have
been waived, nor shall there be an estoppel against the enforcement of any
provision of the Plan, except by written instrument of the party charged with
such waiver or estoppel. No such written waiver shall be deemed a continuing
waiver unless specifically stated therein, and each such waiver shall operate
only as to the specific term or condition waived and shall not constitute a
waiver of such term or condition for the future or as to any act other than that



specifically waived. Any waiver by either party hereto of a breach of any
provision of the Plan by the other party shall not operate or be construed as a
waiver by such party of any subsequent breach thereof.

         10.3 NOTICE. Any notice required or permitted to be given under this
Plan shall be sufficient if in writing and delivered via telecopier, messenger,
or overnight courier with appropriate proof of receipt, or sent by U.S.
registered or certified or registered mail, return receipt requested, to the
appropriate person or entity at the address last furnished by such person or
entity. Such notice shall be deemed given as of the date of delivery to the
recipient or, if delivery is made by mail, as of the date shown on the receipt
for registration or certification.

         10.4 SEVERABILITY. In the event that any provision of the Plan is
declared invalid, and not binding on the parties hereto, in a final decree or
order issued by a court of competent jurisdiction or by an arbitrator, such
declaration shall not affect the validity of the other provisions of the Plan to
which such declaration of invalidity does not relate and such other provisions
shall remain in full force and effect.

         10.5 GENDER, TENSE AND HEADINGS. Whenever the context requires, words
of the masculine gender used herein shall include the feminine and neuter, and
words used in the singular shall include the plural. The words "hereof",
"hereunder", "herein," and similar compounds of the word "here" shall refer to
the entire Plan and not to any particular term or
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provision of the Plan. Headings of Articles and Sections, as used herein, are
inserted solely for convenience and reference and shall not affect the meaning,
interpretation or scope of the Plan.

         10.6 DISPUTE RESOLUTION. Any dispute or other controversy (a "DISPUTE")
arising under or in connection with the Plan, whether in contract, in tort,
statutory or otherwise, shall be finally and solely resolved by binding
arbitration which shall be conducted within a 50-mile radius from the Company's
main corporate headquarters unless otherwise mutually agreed by the parties. The
arbitration shall be administered by the American Arbitration Association (the
"AAA") in accordance with the Commercial Arbitration Rules of the AAA, this
Section 10.6 and, to the maximum extent applicable, the Federal Arbitration Act.
The arbitration shall be conducted by a single arbitrator (the "ARBITRATOR"). If
the parties cannot agree on the choice of an Arbitrator within thirty (30) days
after the Dispute has been filed with the AAA, then the Arbitrator shall be
selected pursuant to the Commercial Arbitration Rules of the AAA. The Arbitrator
may proceed to an award notwithstanding the failure of any party to participate
in such proceedings.

         The prevailing party in the arbitration proceeding may be entitled to
an award of reasonable attorneys' fees incurred in connection with the
arbitration in such amount, if any, as determined by the Arbitrator. All fees
and costs of the arbitrator and AAA will be paid by the Company unless otherwise
determined in the arbitrator's award. Notwithstanding the foregoing provisions
of this paragraph, in the event that the arbitrator determines that the Company
engaged in a breach of the Plan, or bad faith, negligence or intentional
misconduct in delaying or failing to make any contribution or payment when due
under the Plan, the arbitrator shall award reasonable attorney's fees and costs
to or on behalf of the Participant plus reasonable interest on any such delayed
contribution or payment.

         To the maximum extent practicable, an arbitration proceeding hereunder
shall be concluded within one hundred eighty (180) days of the filing of the
Dispute with the AAA. The Arbitrator shall be empowered to impose sanctions and
to take such other actions as the Arbitrator deems necessary to the same extent
that a judge could impose sanctions or take such other actions pursuant to the
Federal Rules of Civil Procedure and applicable law. Each party agrees to keep
all Disputes and arbitration proceedings strictly confidential except for
disclosure of information required by applicable law.

         The award of the Arbitrator shall be (a) the sole and exclusive remedy
of the parties, and (b) final and binding on the parties except for any appeal
permitted under the Federal Arbitration Act; provided, however, notwithstanding
any provision hereof to the contrary, either party at any time may seek
injunctive relief in a court of competent jurisdiction. Only the state district
courts of Texas shall have jurisdiction to enter a judgment upon any award



rendered by the Arbitrator, and the parties hereby consent to the personal
jurisdiction of such courts and waive any objection that such forum is
inconvenient.

         10.7 GOVERNING LAW. The Plan shall be governed by, construed and
enforced in accordance with the laws of the State of Texas without regard to its
conflicts of law provisions.
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         IN WITNESS WHEREOF, this Plan is hereby approved and executed by a duly
authorized officer on behalf of the Company, to be effective as of December 1,
2002.

                                       PARKER DRILLING COMPANY
ATTEST:

By:                                     By:
    ---------------------------------       ------------------------------------

Name:                                   Name:
      -------------------------------         ----------------------------------
Title:                                  Title:
       ------------------------------          ---------------------------------
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                                                                    EXHIBIT 12.1

                            PARKER DRILLING COMPANY
                       RATIO OF EARNINGS TO FIXED CHARGES
                     (Dollars in Thousands Except Rations)

<TABLE>
<CAPTION>
                                                            Nine Months Ended September 30,
                                                            -------------------------------
                                                                 2002              2003
                                                            -------------      ------------
<S>                                                         <C>                <C>
Pretax income (loss) from continuing operations before
  minority interest & income (loss) from equity investees     $(18,834)          $(24,122)
Interest expense                                                36,894             38,569
Amortization of debt expense, discount and premium               1,515              1,332
Amortization of capitalized interest                               392                395
Interest portion of rentals (a)                                    692                828
                                                              --------           --------
Earnings                                                      $ 20,659           $ 17,002
                                                              ========           ========

Interest expense                                                36,894             38,569
Amortization of debt expense, discount and premium               1,515              1,332
Interest portion of rentals (a)                                    692                828
                                                              --------           --------
Fixed charges                                                 $ 39,101           $ 40,729
                                                              ========           ========
Ratio of earnings to fixed charges                                0.5x               0.4x
                                                              ========           ========
</TABLE>

(a) - Interest portion of rentals is a reasonable approximation of the interest
factor



                                                                      EXHIBIT 15

November 13, 2003

Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, D.C. 10549

Re: Parker Drilling Company Registration on Form S-8, Form S-3 and Form S-4

We are aware that our report dated October 31, 2003, on our review of the
interim financial information of Parker Drilling Company for the three and nine
month periods ended September 30, 2003 and 2002 and included in this Form 10-Q
for the quarter ended September 30, 2003 is incorporated by reference in the
Company's registration statements on Form S-8 (File No. 33-57345, 333-59132,
333-70444, 333-41369, 333-84069 and 333-99187), Form S-3 (File No.
333-36498) and Form S-4 (File: No. 333-110374).

/s/ PricewaterhouseCoopers LLP
- ------------------------------
PricewaterhouseCoopers LLP



                                                                    EXHIBIT 31.1

                             PARKER DRILLING COMPANY
                     RULE 13a-14(a)/15d-14(a) CERTIFICATION

I, Robert L. Parker Jr., certify that:

1.    I have reviewed this quarterly report on Form 10-Q for the quarterly
      period ended September 30, 2003, of Parker Drilling Company (the
      "registrant");

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

3.    Based on my knowledge, the financial statements, and other financial
      information included in this report, fairly present in all material
      respects the financial condition, results of operations and cash flows of
      the registrant as of, and for, the periods presented in this report;

4.    The registrant's other certifying officer(s) and I are responsible for
      establishing and maintaining disclosure controls and procedures (as
      defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant
      and have:

      (a)   Designed such disclosure controls and procedures, or caused such
            disclosure controls and procedures to be designed under our
            supervision, to ensure that material information relating to the
            registrant, including its consolidated subsidiaries, is made known
            to us by others within those entities, particularly during the
            period in which this report is being prepared;

      (b)   Evaluated the effectiveness of the registrant's disclosure controls
            and procedures and presented in this report our conclusions about
            the effectiveness of the disclosure controls and procedures, as of
            the end of the period covered by this report based on such
            evaluation; and

      (c)   Disclosed in this report any change in the registrant's internal
            control over financial reporting that occurred during the
            registrant's most recent fiscal quarter (the registrant's fourth
            fiscal quarter in the case of an annual report) that has materially
            affected, or is reasonably likely to materially affect, the
            registrant's internal control over financial reporting; and

5.    The registrant's other certifying officer(s) and I have disclosed, based
      on our most recent evaluation of internal control over financial
      reporting, to the registrant's auditors and the audit committee of the
      registrant's board of directors (or persons performing the equivalent
      functions):

      (a)   All significant deficiencies and material weaknesses in the design
            or operation of internal control over financial reporting which are
            reasonably likely to adversely affect the registrant's ability to
            record, process, summarize and report financial information; and

      (b)   Any fraud, whether or not material, that involves management or
            other employees who have a significant role in the registrant's
            internal control over financial reporting.

Date:  November 13, 2003

                                            /s/ Robert L. Parker Jr.
                                            -------------------------------
                                            Robert L. Parker Jr.
                                            President and Chief Executive
                                            Officer





                                                                    EXHIBIT 31.2

                            PARKER DRILLING COMPANY
                     RULE 13a-14(a)/15d-14(a) CERTIFICATION

I, James W. Whalen, certify that:

1.    I have reviewed this quarterly report on Form 10-Q for the quarterly
      period ended September 30, 2003, of Parker Drilling Company (the
      "registrant");

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

3.    Based on my knowledge, the financial statements, and other financial
      information included in this report, fairly present in all material
      respects the financial condition, results of operations and cash flows of
      the registrant as of, and for, the periods presented in this report;

4.    The registrant's other certifying officer(s) and I are responsible for
      establishing and maintaining disclosure controls and procedures (as
      defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant
      and have:

      (a)   Designed such disclosure controls and procedures, or caused such
            disclosure controls and procedures to be designed under our
            supervision, to ensure that material information relating to the
            registrant, including its consolidated subsidiaries, is made known
            to us by others within those entities, particularly during the
            period in which this report is being prepared;

      (b)   Evaluated the effectiveness of the registrant's disclosure controls
            and procedures and presented in this report our conclusions about
            the effectiveness of the disclosure controls and procedures, as of
            the end of the period covered by this report based on such
            evaluation; and

      (c)   Disclosed in this report any change in the registrant's internal
            control over financial reporting that occurred during the
            registrant's most recent fiscal quarter (the registrant's fourth
            fiscal quarter in the case of an annual report) that has materially
            affected, or is reasonably likely to materially affect, the
            registrant's internal control over financial reporting; and

5.    The registrant's other certifying officer(s) and I have disclosed, based
      on our most recent evaluation of internal control over financial
      reporting, to the registrant's auditors and the audit committee of the
      registrant's board of directors (or persons performing the equivalent
      functions):

      (a)   All significant deficiencies and material weaknesses in the design
            or operation of internal control over financial reporting which are
            reasonably likely to adversely affect the registrant's ability to
            record, process, summarize and report financial information; and

      (b)   Any fraud, whether or not material, that involves management or
            other employees who have a significant role in the registrant's
            internal control over financial reporting.

Date:  November 13, 2003

                                              /s/ James W. Whalen
                                              -------------------------



                                              James W. Whalen
                                              Senior Vice President and
                                              Chief Financial Officer



                                                                    EXHIBIT 32.1

                            CERTIFICATION PURSUANT TO
                             18 U.S.C. SECTION 1350

Pursuant to 18 U.S.C. Section 1350, the undersigned officer of Parker Drilling
Company (the "Company") hereby certifies, to such officer's knowledge, that:

      1.    The Company's Quarterly Report on Form 10-Q for the quarter ended
            September 30, 2003 (the "Report") fully complies with the
            requirements of section 13(a) or 15(d), as applicable, of the
            Securities Exchange Act of 1934; and

      2.    The information contained in the Report fairly presents, in all
            material respects, the financial condition and result of operations
            of the Company.

Dated:  November 13, 2003

/s/ Robert L. Parker Jr.
- ----------------------------
Robert L. Parker Jr.
President and Chief Executive Officer

The foregoing certification is being furnished solely pursuant to 18 U.S.C.
Section 1350 and is not being filed as part of the Report or as a separate
disclosure statement.



                                                                    EXHIBIT 32.2

                           CERTIFICATION PURSUANT TO
                             18 U.S.C. SECTION 1350

Pursuant to 18 U.S.C. Section 1350, the undersigned officer of Parker Drilling
Company (the "Company") hereby certifies, to such officer's knowledge, that:

      3.    The Company's Quarterly Report on Form 10-Q for the quarter ended
            September 30, 2003 (the "Report") fully complies with the
            requirements of section 13(a) or 15(d), as applicable, of the
            Securities Exchange Act of 1934; and

      4.    The information contained in the Report fairly presents, in all
            material respects, the financial condition and result of operations
            of the Company.

Dated:  November 13, 2003

/s/ James W. Whalen
- -----------------------
James W. Whalen
Senior Vice President and Chief Financial Officer

The foregoing certification is being furnished solely pursuant to 18 U.S.C.
Section 1350 and is not being filed as part of the Report or as a separate
disclosure statement.


