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- ' Weak oil and natural gas prices during the first
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RO ERCASNICH LS W5 quarter of 2002 resulted in difficult conditions for the

oilfield service industry and Tesco Corporation.
Revenues for the quarter were $38.5 million compared to $55.0 million a year ago and $49.5 million
in the fourth quarter of 2001. Gross margins dropped to 34% from 40% a year ago and 45% in the
previous quarter. In addition, expensed research and development costs associated with Tescos
Casing Drilling™ technology were higher during the quarter, as the Corporation’s commercialization
effort increased sharply. As a result of these factors, Tesco recorded a net loss for the quarter of

$1.3 million ($0.04 per diluted share).

Reflecting the general downturn in industry activity, top drive rental operating days in the first quarter
declined; however average day rates were only slightly below those recorded in the fourth quarter.
Top drive sales remained strong despite the cancellation of two previously ordered top drives. Tesco
was also impacted by the business downturn in Latin America and the shorter than normal drilling

season this year in Canada.

Despite the poor showing in the quarter, Tesco’s industry position remains strong. Acceptance of top
drives as an integral part of the drilling process continues to grow and long term demand for top
drives remains strong, as evidenced by operator and contractor inquiries for rentals and purchases.
We believe that Tesco top drives will continue to penetrate the largely untapped land rig market and
we expect to make inroads in the offshore replacement market with our high quality electric units. In
addition, our dominant position in the top drive rental market should recover and grow with drilling
activity in the years ahead. Tesco is also well positioned financially, with a strong cash position and

conservative capital structure.

During the first quarter, Tesco made major progress in its program to commercialize its revolutionary
Casing Drilling™ technology. Casing Drilling™ utilizes standard oilfield casing to drill wells instead
of drill pipe. Because downhole tools are retrieved or “tripped” by wireline from within the casing,
tripping takes minutes compared to hours for conventional rotary drilling. With Casing Drilling™,
operators can complete wells faster, preserve well bore integrity, lower operating expenses, reduce
manpower requirements, improve safety and eliminate costly and time consuming downhole
problems that are common in conventional well drilling. In addition, Casing Drilling™ rigs are

smaller and less expensive than conventional rigs and can be moved more quickly and at lower cost.

During the quarter, Tesco signed a two year drilling and service contract with Conoco, Inc., its first
long term Casing Drilling™ contract. Construction of three purpose built drilling rigs for this project

will enable Tesco to conclusively demonstrate the capabilities of the Casing Drilling™ process.

During the quarter, Tesco also signed a contract to drill six water wells in Algeria for a local drilling
contractor. We expect that Casing Drilling™, in conjunction with use of a Tesco top drive, will

significantly reduce serious problems and drilling time currently being encountered in these wells.

Tesco invested considerable financial and manpower resources during the first quarter to accelerate

Casing Drilling™ commercialization. As a result, expensed research and development costs during the
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quarter were $3.9 million compared to $1.9 million the first quarter of 2001. Activities included

extensive testing of downhole tools that confirmed the ability to casing drill directionally.

The Corporation is currently in discussion with numerous operators, including major international
oil companies, to utilize Casing Drilling™ in their operations, As these discussions mature, we expect
to begin a number of demonstration drilling programs that will grow into long term contracts similar
to the Conoco arrangement. In addition, Tesco is in discussions with a number of oilfield service
companies and both onshore and offshore drilling companies that are interested in participating in

Casing Drillingr™.

We believe that 2002 will be a milestone year for Tesco. We expect that growing demonstration
projects during the year and continued improvement in tools and techniques will fully commercialize
Casing Drilling™. In turn, Casing Drilling™ should begin generating increasing revenues and profits
beginning in 2003. We also expect the casing running business to commence making a contribution
in the second half of this year. Although industry conditions remain weak, a cyclical upturn is
inevitable as drilling activity picks up and Tesco should be a major beneficiary with products and

services geared to increasing drilling efficiencies, reducing costs and solving problems.

gm N/

Robert M. Tessari
President and CEO

May 15, 2002
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The  following Management’s
Discussion and Analysis should be

read in conjunction with the
EEN unaudited consolidated financial .
S statements of the Corporation for
the three months ended March 31, 2002 and the audited consolidated financial statements and Management's
Discussion and Analysis for the year ended December 31, 2001.

Worldwide drilling activity levels were substantially lower in the first quarter of 2002 compared
to the same quarter of 2001. Despite higher than expected oil and gas commodity prices caused by
tensions in the Middle East, operators continue to take a conservative position on exploration and
development activity, pending clearer signals that the world economy will sustain the recent signs of i
growth. Management agrees with the industry consensus that there is unlikely to be any sign of
increased drilling activity until late in 2002.

Despite the operational challenges created by this current slowdown in drilling activity, Tesco
remains committed to positioning itself for further growth through the continued commercialization
of Casing Drilling™ and the development of its international business unit structure.

Three months ended March 31, 2002 and 2001 |

Revenues
Services Division

The following is a summary of the third party revenues of the Services Division for the periods

indicated:

Thiree months ended March 31 ($000) 2002 20010 2000
Portable Top Drives 22,740 31,661 15,374
Casing Drilling™ 1,649 2,987 -
Well Control 834 2,068 2,589
Underbalanced Drilling - 3,527 2,644
Other o - 4172 -

25,223 44,415 20,607 {

Top drive revenue is down substantially from 2001 levels. The decline in drilling activity, particularly
in North America, caused a substantial decline in operating days. Average daily rates of $4,374 for
the quarter were marginally ahead of last year’s first quarter average rate of $4,222 but substantially
below the rates obtained through the remainder of 2001, fourth quarter rates averaged $4,725.

The geographical distribution of top drive operating days over the periods indicated is as follows:

Operating days S
Three months ended March 31 2002 2001 2000
Region Days % Days % Days % 1
United States 1,673 32 3133 42 1,746 Y ;
Canada 1,193 23 1,623 22 1414 33 f
S. America 769 15 1124 15 401 9 !
Mexico 843 16 672 9 557 13 '
Asia,/Pacific 473 9 559 7 170 4 |
Europe, Africa, Middle East 248 5 388 5 - - :
5,199 7.499 4,288 ]

Revenue from Casing Drilling™ activities for the quarter derives from the ongoing drilling contract
with Conoco in south Texas, which is currently only employing one rig. Revenues in the comparable
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period in the prior year derived from two separate drilling contracts, one in Canada and one in the
U.S. Revenues from well control activities, principally the deployment of Tesco’s At-Floor Snubbing
Units, were affected by the general decline in levels of drilling activity and management’s decision to
concentrate on promoting Casing Drillingt™ and top drive services. Revenues from other activities in
the first quarter of last year were derived from a rig inspection contract in Mexico; there were no

similar activities in the current year.

Products Division

The following is a summary of the revenues of the Products Division for the periods indicated:

Three months ended March 31 2002 2001 2000
Portable Top Drives 9,993 5,886 2,296
Drilling Rigs - 2,222 3,235
Other 3,279 2493 65
Total third party 13,272 10,601 5,596
Internal sales 2,425 10,271 794

Total revenues 15697 20872

6390

Third party sales for the Products Division were focused on the top drive product line. Five new top
drive systems were completed and delivered during the quarter, compared with one in the same
quarter last year. Weakness in the North American market for new top drives, evidenced by the
cancellation of two committed sales, has been offset by continued development of the international
market. At March 31, 2002, the Corporation had eight top drive systems in production for delivery

under firm contracts.

Other revenues derive principally from the sale of parts and services to support the operations of
Tesco top drives owned and operated by third parties.

Gross Profit

Gross profit for the quarter was 34% of revenue, compared to 40% in the same quarter last year and
45% in the immediately preceding quarter. This decline was primarily due to two factors. Firstly, a
greater proportion of the Corporation’s third party revenues were derived from the Products Division,
which typically earns lower margins than the Services Division. Secondly, fixed costs included in the
determination of gross profit were spread over lower total revenues.

Expenses
Selling, General and Administrative
There has been no significant change in the level of selling, general and administrative expenses from

those experienced last year. Management believes that its administrative infrastructure is appropriate
and necessary to achieve the Corporation’s strategic goals.

Research and Development

Favorable industry response to Casing Drilling™, evidenced by the signing of a contracts to provide
Casing Drilling™ services in the United States and Algeria, has caused the Corporation to accelerate
its development activities. Consequently, levels of research and development expense have increased
substantially over both this quarter last year and the final quarter of last year. The Corporation drilled
test wells at its Calgary R&D facility throughout the quarter, using a rig rented from Drillers
Technology Corporation. This activity included extensive testing of downhole tools developed for

drilling directionally with casing.

Depreciation

Depreciation expense reflects the lower level of activity in top drive operations, as top drive assets are
depreciated on a usage basis.

FIRST GUARTER REPORT
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Financial (Income) Expense

Interest income reflects the continuing environment of low interest rates. Interest expense relates to
the Senior Unsecured Notes and is fixed in U.S. dollars. Foreign exchange gains and losses are affected
by the change in accounting policy described in Note 7 to the quarterly financial statements.

Income Taxes
The Corporation has recorded a provision for current taxes in respect of profitable operations in

certain of its foreign operations. Losses incurred in other jurisdictions, including Canada, are tax
effected to provide a recovery of future taxes, resulting in an overall tax recovery for the quarter.

IRSN

Management is not aware of any recent accounting pronouncements that will require changes to the
Corporation’ significant accounting policies, nor is management contemplating any such changes.

Vs

The Corporation has in excess of $130 million in cash on hand which management believes is
sufficient to finance the expenditures necessary to meet its developrment plans for Casing Drilling™.

PN
PR

Tesco remains extremely positive on the outlook for its business. Although drilling activity levels are
not expected to strengthen until the latter part of this year at the earliest, the development of Casing
Drilling™ will continue to drive the Corporation. At the same time, management intends to continue
to concentrate on the international market for both top drive sales and operations, focusing
particularly on areas outside its traditional markets.

SEGMENT INFORMATION

Three months ended March 31, 2002 and 2001
(Thousands of Canadian Dotllars)
Unaudited

Three months to: March 31, 2002 ~_March 31, 2001

Operations: Depreciation  Earnings Depreciation Earnings
Revenues and before Revenues and  before

Internal Third party amortization taxes Internal Third party amortization  taxes

Products 2,425 13,272 263 (1,472) 10,271 10,601 200 998
Services 1,258 25,223 2,188 5,686 - 44415 2919 15424
3,683 38,495 2,451 4,214 10,271 55,016 3,119 16422

Intersegment eliminations 3 180 (66) 286
Research & development expense - (3,696) - (1,766)
Corporate items 425 (2914) 347 9044
2879  (2.216) 3,400 23,986

Discontinued operations 210 972
2879 (2.216) 3,610 24,958

Geographic: Revenues Revenues
Canada 6,578 18,571
United States 16,146 17,737
Mexico 3,772 7117
South America 3,562 6114
South East Asia 5,569 3325
Europe, Africa and Middle East 2 868 2,152
38,495 55,016
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Consolidated Balance Sheets

At March 31, 2002 and December 31, 2001

(Thousands of Canadian Dollars)
Unaudited

ASSETS

Current assets

Cash and short term deposits
Accounts receivable

Income taxes recoverable
Inventories

Capital assets
Investment (note 2)
Intangible and other assets

LIABILITIES

Current liabilities
Accounts payable and accrued liabilities
Income taxes payable

Long term debt {(note 7)
Future income taxes (note 7)

Contingency (note 8)

SHAREHOLDERS' EQUITY

Share capital (note 5)
Retained earnings (note 7)

March 31, 2002

December 31, 2001

(restated)
o $ $
131,840 134,568
54,795 67,588
251 -
39,556 29,426
226,442 231,582
98,654 95,026
10,432 10,293
10,553 10,824
346,081 347725
28,158 28917
- 588
28,158 29,505
73,865 73,81
5,967 7342
107,990 110,658
149,324 146,983
88,767 90,084
238,091 237,067
346,081 347725
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CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS

Three months ended March 31, 2002 and 2001
(Thousands of Canadian Dollars, except per share information)

Unaudited
2002 2001
(restated)
$ , $
REVENUES
Sales 38,495 55,016
Cost of sales 25,443 33,179
Gross profit 13,052 21,837
EXPENSES
Selling, general and administration 7,616 6133
Research and development 3,952 1,798
Depreciation and amortization 2,879 3,400
Financial (income) expense (notes 2 and 6) - 82 1,710
15,268 13,041
Earnings (loss) before gain on sale of assets, income taxes
and discontinued operations (2,216) 8,796
Gain on sale of assets (note 3) - 15190
Earnings (loss) before income taxes and discontinued operations (2,216) 23,986
Income taxes
Current : 468 5370
Future (note 8) (1,367) 1,048
(899) 6418
Net earnings (loss) from continuing operations (1,317) 17,568
Discontinued operations (note 4) - - 548
Net earnings (loss) for the period (1,317} 18,116
Retained earnings, beginning of period (note 7)
- as originally reported 92,236 54,449
- effect of change in accounting policy (note 7) (2152) 73
- as restated 90,084 - 54,522
Retained earnings, end of period 88,767 72,638
Earnings (loss) per share:
Basic — Continuing operations, including gain on sale of assets $ (0.04) $ 0.53
Discontinued operations $ - $ 0.02
Net earnings $ (0.04) $ 055
Diluted — Continuing operations, including gain on sale of assets $ (0.04) $ 0.52
Discontinued operations 3 - $ 0.02
Net earnings $ (0.04) $ 0.53

Weighted average number of shares:

Basic 33,926,114 32,867,687
Diluted 34,442,108 33,873,399




CONSOLIDATED STATEMENT OF CASH FLOWS

Three months ended March 31, 2001 and 2000
(Thousands of Canadian Dollars)
Unaudited

OPERATING ACTIVITIES
Net earnings (loss) from continuing operations for the period
Adjusted for items not involving funds
Future income taxes
Depreciation and amortization
Gain on sale of assets
Amortization of financial items
Unrealized (gains) losses on exchange on long term debt
Equity in eamnings of affiliate

Changes in non-cash balances affecting operations (note 6)

INVESTING ACTIVITIES
Additions to capital assets
Increase (decrease) in accounts payable

Proceeds on sale of capital assets
Issue of notes receivable
Payments received on notes

FINANCING ACTIVITIES
Issue of share capital

Net increase (decrease) in cash position during period
Cash - beginning of period

Cash - end of period

2002 2001
(restated)
o $ $
(1,317) 17,568
(1,367) {1,048)
2,879 3,400
- (15,190)
- 36
54 3,632
_(139) (402)
1o 7996
__(876) (4723)
_(768) 3273
(6,642) (7.144)
1,941 5,278
(4,701) (1,866)
135 26,935
- (775)
263 -
(4,303) 24,294
2,341 10,258
{(2,728) 37825
134,568 56,576
131,840 94,401
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Three months ended March 31, 2002 and 2001
{Thousands of Canadian Dollars)
Unaudited

1. Accounting Policies

These financial statements, except as disclosed in Note 7, follow the same accounting policies and methods of
computation as, and should be read in conjunction with, the Corporation's audited consolidated financial statements
for the year ended December 31, 2001.

2.  Financial (Income) Expense

Three months o 2002 2001
Interest income $ (687) $  (914)
Interest expense 1392 1,366
Foreign exchange loss 236 901
Other financial items (120) - 357
$ 821 $ 1710

Other financial items includes the Corporation's equity interest in the earnings of Drillers Technology
Corporation of $139 (2001: $402).

3. Sale of Assets

On March 9, 2001, the Corporation sold all of its underbalanced drilling systems and related equipment, all of
which were owned by the Services Division, for gross proceeds of US$32,820. The gain on sale was:

Proceeds - gross $ 50,669
- transaction costs - 1843

48,826

Net book value of assets sold 33,636
Gain on sale $ 15,180

After deducting income taxes of $3,038 attributable to this gain, the sale of these assets contributed $0.36 to
basic and diluted earnings per share.

4.  Discontinued Operations

On May 10, 2001, the Corporation decided to dispose of its Completions Division and retained financial
advisors to source offers to purchase this business as a going concem. Consequently, the operating results of this
Division up to this date have been segregated in these financial statements as discontinued operations. On July 31,
2001, the Corporation concluded an agreement to sell the business of the Division for cash proceeds of $20 million.

Information relating to the net earnings from discontinued operations is:

Threemonths 2002 2000
Sales $ - $ 5,644
Earnings from operations before tax - 972
Income taxes - 424
Net earnings $ - $ 548

Under the terms of the sale, the Corporation retained the financial assets and liabilities, including cash and accounts
receivable and payable, with a book value of $3,317. At March 31, 2002, the book value of these assets was $1,035.

5. Share Capital

Three months ) 2002 2001

Issued common shares: # of shares $  #ofshares %
Balance, January 1 33,891,931 146,983 32,735,964 134,004
Issued for cash on exercise of options 217743 2341 909234 10,258
Balance, March 31 34109,680 149,324 33,645,198 144,262




Stock options: Average Average
# of options  exercise price # of options  exercise price

Balance, lanuary 1 2,123,967 $ 1251 2,787534 $ 1058
Granted 525,000 $ 1935 645,000 $ 1790
Exercised (217,749) $ 1078 (509,234) $ M.28
Expired (61,750) $ 1247 (43,300) $ 948
Balance, March 31 2,369,468 $ 1428 2,480,000 $ 12.24)

The Corporation recognizes no compensation cost in respect of options granted under its employee Stock Option
Plan. On March 14, 2002, the Corporation granted 525,000 new options to employees exercisable at $19.35 per
share. The fair value of these options on their grant date, computed using the Black-Scholes option pricing model, was
$5.6 million. If the Corporation applied the fair value method of accounting for stock-based compensation, the
estimated fair value of $5.6 million would be recorded as additional compensation expense over the vesting period of
the options. The pro forma effect of applying this method of accounting for the three months ended March 31, 2002
would be to increase the net loss by $156. There would be no effect on the basic or diluted loss per share.

6.  Supplementary Cash Flow Information

a) Components of changes in non-cash balances affecting operations are:

Three months ) 2002 2001
Decrease (increase) in accounts receivable $ 12,793 $ (14,428)
Increase (decrease) in income taxes payable (588) 3,931
Decrease (increase) in income taxes recoverable (251) -
Decrease {increase) in inventories (10,130) 791
Increase {decrease) in accounts payable and accrued liabilities (2,700) 2,144
Cash from {used in} discontinued operations - 2,839

$ (876) $ (4723)

Three months o 2002 2001

b) Cash payments in respect of:

Interest $ 2812 $ 2,646
Income taxes $ 1274 $ 1,774

Three months 2002 2001

¢) Cash receipts in respect of:

Interest $ 784 $ 909
Income taxes $ - $ -

7. Change in Accounting Policy

A new Canadian accounting standard was issued November 2001 applicable to years beginning on or after
January 1, 2002. This standard eliminated the deferral and amortization of foreign exchange gains or losses arising from
the translation of long-term debt and other similar monetary items into Canadian dollars. The Corporation adopted this
new standard, with retroactive application, in 2002. As a result, certain items on the balance sheet at December 31, 2001
have been restated as follows: long term debt has increased by $3,589; future taxes payable have decreased by $1,437;
and retained eamings have decreased by $2,152. Also, previously reported results for the three months ended March 31,
2001 have been restated to: increase financial expense by $3,518; decrease the provision for future income taxes by
$1,407; and decrease net eamings and basic and diluted earnings per share by $2,111 and $0.06 respectively.

Had this change not been made, at March 31, 2002 long term debt would have been $70,586, future income
taxes payable would have been $5,843 and retained eamings would have been $88,581 and for the three months ended
March 31, 2002, financial expense would have been $1,131, recovery of future taxes would have been $1,491 and the net
loss would have been $1,503. Basic and diluted loss per share would have remained unchanged.

8.  Contingency

The Corporation has been advised by the Mexican tax authorities that they believe significant expenses incurred
by Tesco's Mexican operations, commencing in 1996, are not deductible for Mexican tax purposes. Management, in
consultation with its Mexican tax advisors, is disputing the position of the tax authorities and is unable to make any
reasonable estimate at this time of the amount of additional expense, if any, that may be incurred by the Corporation
in resolving this issue.

Y2
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TESC

For Immediate Release

Trading Symbol:
“TESOF” on NASDAQ
“TEO” on TSE
May 16, 2002
Tesco Corporation Reports Results for First Quarter

First Quarter to March 31, 2002

Lower worldwide drilling activities during the first quarter created a difficult market for
Tesco Corporation. Revenues for the first quarter were $38.5 million, 30% lower than the
$55.0 million achieved in the first quarter of 2001. These lower revenues, combined with
higher Casing Drilling™ development expenses, resulted in a loss from continuing
operations of $1.3 million ($0.04 per diluted share), compared with net earnings, excluding
the gain on sale of assets, of $5.4 million ($0.16 per diluted share) in the first quarter of last
year.

Millions of Cdn Dollars (except per Three Months Ended | Three Months Ended

share amounts) March 31, 2002 March 31, 2001
Revenue 38.5 55.0
EBITDA 2.1 28.8
Net earnings (loss) before discontinued
operations:
- excluding gain on sale of assets 1.3) 54
- gain on sale of assets - 12.2

(1.3) 17.6
Discontinued operations - 0.5
Net earnings (loss) (1.3) 18.1

Eamings (loss) per share before
discontinued operations (diluted -

$/share)
- excluding gain on sale of assets $(0.04) $0.16
- gain on sale of assets - $0.36
. $(0.04) $0.52
Discontinued operations - $0.02
Earnings (loss) per share $(0.04) $0.53
Working capital 198.3 180.2
Shareholders’ equity 238.1 217.0

Tesco Corporation

6204 - 6A Street S.E,, Calgary, Alberta, Canada T2H 2B7 Telephone: (403) 233-0757 Fax: (403) 252-3362



Operating results from Tesco's top drive business reflected the reduced activity in
the oilfield service industry generally. Top drive operating days in Q1 were 5,199
compared to 7,499 in Q1, 2001 and 6,034 in Q4, 2001. Tesco completed and
delivered five new top drive systems to third party customers in Q1 2002 compared
to one in Q1, 2001.

During the quarter, Tesco signed two contracts to deliver Casing Drilling™ services.
A long-term contract with Conoco Inc. has Tesco constructing three purpose-built
drilling rigs to service the contract, with drilling scheduled to start in September of
this year. The second contract with an Algerian drilling contractor will see Tesco
deploy its Casing Drilling™ technology to drill six water wells in Algeria. In
addition, the Company continues to successfully deploy the Casing Drive System in
casing running field trials.

During the quarter, research and development activities focused on directional
drilling with casing. The viability of using Casing Drilling™ on deviated and
horizontal wells was confirmed through a series of trials conducted in the Tesco test
well located in Calgary. The ability of Tesco's tools to directionally drill to
horizontal and then be retrieved is critical to solving the high cost of unscheduled
events presently occurring in the North Sea. To the best of our knowledge Tesco is
the only company in the world to demonstrate the ability to casing drill directionally
with a retrievable assembly. At the end of May, Tesco's tools will be combined with
the downhole tools provided by other service companies in a test well located in
Aberdeen, Scotland. This test is being conducted to confirm that all suppliers’ tools
used in this project function with Tesco’s Casing Drilling™ process.

With increasing interest from operators, including major international oil companies,
Tesco has accelerated its Casing Drilling™ development activities. As a result,
development expense for the first quarter was $3.9 million, compared with $1.9
million in Q1, 2001.

A conference call with management to update investors on these results and other
corporate developments is scheduled for Friday, May 17, 2002 at 9:00 a.m. (MST)

For further information please contact:
R.M. Tessari or Martin Hall
Tesco Corporation

(403) 233-0757
FORWARD-LOOKING STATEMENTS

This presentation contains statements that may constitute“forward-looking statements” within the meaning of the US Private
Securities Litigation Reform Act of 1995. These statements include, among others, statements regarding expectations of
future revenues, activities, capital expenditures and earnings and technical results. These statements are based on current
expectations that involve a number of risks and uncertainties, which could cause actual results to differ from those anticipated.
These risks include, but are not limited to: the background risks of the drilling services industry (e.g. operational risks;
potential delays or changes in plans with respect to customers’ exploration or development projects or capital expenditures;
the uncertainty of estimates and projections relating to levels of rental activities; uncertainty of estimates and projections of




costs and expenses; risks in conducting foreign operations (e.g. political and fiscal instability) and exchange rate fluctuations);
uncertainty and risks in technical results and performance of technology; and other uncertainties.




