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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-Q
(Mark One)
| QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended March 31, 2010
or
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
Commission File Number 001-32318
(Exact name of registrant as specified in its cbgrt
Delaware 73-1567067
(State of other jurisdiction of incorporation organization) (I.R.S. Employer identification N¢
20 North Broadway, Oklahoma City, Oklahoma 731028260
(Address of principal executive office (Zip code)

Registrant’s telephone number, including area code(405) 235-3611

Former name, former address and former fiscal yearif changed from last report: Not applicable

Indicate by check mark whether the registtaphas filed all reports required to be filed bycfon 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (orsfiech shorter period that the registrant was redquodile such reports), and (2) has been
subject to such filing requirements for the pastiags. Yedd NoO

Indicate by check mark whether the registhast submitted electronically and posted on its@@te Web site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T (8232.405 of tifiapter) during the preceding
12 months (or for such shorter period that thestegmt was required to submit and post such fise$ No OO

Indicate by check mark whether the registimiatlarge accelerated filer, an accelerated fderpn-accelerated filer, or a smaller reporting

company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportir@mpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated fil Accelerated fileld Non-accelerated file[d Smaller reporting compard
(Do not check if a smaller reporting compe

Indicate by check mark whether the registrantshell company (as defined in Rule 12b-2 of the BExge Act). Yedd No M
On April 30, 2010, 446.9 million shares of goon stock were outstanding.
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DEFINITIONS

Measurements of Oil, Natural Gas and Natural Gas lquids

“NGL” or “NGLs" means natural gas liquic
“Qil” includes crude oil and condens:

“Bbl” means barrel of oil. One barrel equals 42 U.Sogal
- “MBbls” means thousand barre

- “MMBDbIs” means million barrels

- “MBbls/d” means thousand barrels per c

“Mcf” means thousand cubic feet of natural |

- “MMcf” means million cubic fee

- “Bcef” means billion cubic fee

- “MMcf/d” means million cubic feet per de

“Bo€” means barrel of oil equivalent, determined by usigratio of one Bbl of oil or NGLs to six Mcf ghs.
- “MBo€” means thousand Ba

- “MMBoe” means million Boe

- “MBoe/c” means thousand Boe per d

“Btu” means British thermal units, a measure of heatatgev
- “MMBtu” means million Btu
- “MMBtu/d” means million Btu per da

Geographic Areas

“Canad” means the operations of Devon encompassing oigjaagroperties located in Cana

“International” means the discontinued operatiohBevon that encompass oil and gas propertigdithautside the United States
and Canade

“North American Onshore” means the operationB@fon encompassing oil and gas properties in thérental United States and
Canada

“U.S. Offshor” means the operations of Devon encompassing oijaagbroperties in the Gulf of Mexic

“U.S. Onshor” means the properties of Devon encompassing oibasgroperties in the continental United Ste

“Federal Funds Rate” means the interest ratehahndepository institutions lend balances at teddfal Reserve to other depository
institutions overnight

“Inside FER(" refers to the publication Inside F.E.F's Gas Market Repot
“LIBOR” means London Interbank Offered R
“NYMEX"” means New York Mercantile Exchan

“SEC” means United States Securities and Exchange Cofomi
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INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

This report includes “forward-looking staterterwithin the meaning of Section 27A of the Setias Act of 1933, as amended, and
Section 21E of the Securities Exchange Act of 1834amended. All statements other than stateméhtstorical facts included or
incorporated by reference in this report, inclugdwghout limitation, statements regarding our fetfinancial position, business strategy,
budgets, projected revenues, projected costs amd pind objectives of management for future omerstiare forward-looking statements.
Such forwardeooking statements are based on our examinatidistdrical operating trends, the information use@repare the December .
2009 reserve reports and other data in our possessiavailable from third parties. In additionpvi@rd-looking statements generally can be
identified by the use of forward-looking terminojoguch as “may,” “will,” “expect,” “intend,” “projet,” “estimate,” “anticipate,” “believe,”
or “continue” or similar terminology. Although weslieve that the expectations reflected in such &mdalooking statements are reasonable,
we can give no assurance that such expectatiohpneile to have been correct. Important factors ¢oald cause actual results to differ
materially from our expectations include, but ao¢ lmited to, our assumptions about:

LIS ” o ”ou ”ou ” o

. energy markets, including the supply and demanaif, gas, NGLs and other products or serviced, the prices of oil, gas, NGLs,
including regional pricing differentials, and othgpducts or service

. production levels, including Canadian productoibject to government royalties, which fluctuatéhvgrices and production, and
International production governed by payout agregmevhich affect reported productic

. reserve levels
. competitive conditions
. technology;

. the availability of capital resources within thecurities or capital markets and related risk& siscgeneral credit, liquidity, market
and interes«rate risks

. capital expenditure and other contractual obliged]
. currency exchange rate

. the weather

. inflation;

. the availability of goods and servict

. drilling risks;

. future processing volumes and pipeline through

. general economic conditions, whether internatignaationally or in the jurisdictions in which we our subsidiaries conduct
business

. legislative or regulatory changes, includingaattive royalty or production tax regimes, changesnvironmental regulation,
environmental risks and liability under federahtstand foreign environmental laws and regulati

. terrorism;
. occurrence of property acquisitions or divestitusewl

. other factors disclosed in Devon’s 2009 Annugb®&eon Form 10-K under “ltem 2. Properties — Prapian of Reserves Estimates
and Reserve Audits,” “ltem 7. Management’s Disaussind Analysis of Financial Condition and Resaft®perations,” and
“Item 7A. Quantitative and Qualitative Disclosurdsofit Market Ris}”

All subsequent written and oral forward-logkistatements attributable to Devon, or persons@atn its behalf, are expressly qualified in
their entirety by the cautionary statements. Weagsno duty to update or revise our forward-loolstafements based on changes in internal
estimates or expectations or otherwise.
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PART I. Financial Information

Item 1. Consolidated Financial Statemen

DEVON ENERGY CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

ASSETS
Current asset:

Cash and cash equivalel

Accounts receivabl

Derivative financial instrumen

Current assets held for s:

Other current asse

Total current asse

Property and equipment, at cost, based on thedsli method of accounting for oil and gas propertie
($3,266 million and $4,078 million excluded from antization in 2010 and 2009, respective

Less accumulated depreciation, depletion and anadidin
Property and equipment, r

Goodwill

Long-term assets held for se

Other lon¢-term asset

Total asset

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payabl— trade
Revenues and royalties due to ott
Shor-term debr
Current portion of asset retirement obligati
Current liabilities associated with assets heldstde
Other current liabilitie
Total current liabilities
Long-term debt
Asset retirement obligatior
Liabilities associated with assets held for ¢
Other lon¢-term liabilities
Deferred income taxe
Stockholder' equity:
Common stock of $0.10 par value. Authorized 1.0dwilshares; issued 446.8 million and 446.7 milli
shares in 2010 and 2009, respecti\
Additional paic-in capital
Retained earning
Accumulated other comprehensive earni
Total stockholdel equity
Commitments and contingencies (Note
Total liabilities and stockholde’ equity

See accompanying notes to consolidated finanassients.
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March 31, December 31
2010 2009
(Unaudited)

(In millions, except
share data)

$ 724 $ 64¢€
1,29¢ 1,20¢
738 211

731 657

264 27C
3,74¢ 2,992
61,39: 60,47¢
42,58( 41,70¢
18,81 18,761
6,01¢ 5,93(
1,40¢ 1,25(
69C 747

$ 30,67: $ 29,68¢
$ 1,19¢ $ 1,13i
54¢€ 48¢

24C 1,432

90 95

302 234

73C 41€
3,10¢ 3,80z
5,84¢ 5,84
1,637 1,41¢
20¢ 218

921 937
2,00: 1,89¢
45 45

6,571 6,527
8,73: 7,618
1,60( 1,38¢
16,95¢ 15,57(

$ 30,67: $ 29,68¢
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DEVON ENERGY CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Three Months Ended
March 31,
2010 2009
(Unaudited)
(In millions, except
per share amounts)

Revenues
Oil, gas and NGL sale $ 2,07( $ 1,37¢
Net gain on oil and gas derivative financial inatents 62C 154
Marketing and midstream revent 53C 371
Total revenue 3,22( 1,90(
Expenses and other income, r
Lease operating expens 414 44C
Taxes other than income tax 101 89
Marketing and midstream operating costs and exj« 397 224
Depreciation, depletion and amortization of oil @@ propertie 42€ 56C
Depreciation and amortization of r-oil and gas propertie 63 70
Accretion of asset retirement obligatic 26 23
General and administrative expen 13¢€ 162
Interest expens 86 83
Change in fair value of other financial instrume (15) (5)
Reduction of carrying value of oil and gas props — 6,40¢
Other (income) expense, r 4 7
Total expenses and other income, 1,632 8,062
Earnings (loss) from continuing operations befo@mme taxe 1,58¢ (6,162
Income tax expense (benefi
Current 29¢ (8)
Deferred 21E (2,279
Total income tax expense (bene 514 (2,280)
Earnings (loss) from continuing operatic 1,07¢ (3,889
Discontinued operation
Earnings (loss) from discontinued operations beilaceme taxe: 137 (66)
Discontinued operations income tax expe 19 11
Earnings (loss) from discontinued operati 11€ (77)
Net earnings (loss $ 1,197 $ (3,95¢
Basic earnings (loss) from continuing operationsgbare $ 2.4C $ (8.79
Basic earnings (loss) from discontinued operatjmrsshare 0.27 (0.1¢)
Basic net earnings (loss) per sh $ 2.67 $ (8.99
Diluted earnings (loss) from continuing operatipes share $ 2.3¢ $ (8.79)
Diluted earnings (loss) from discontinued operaiper shar 0.27 (0.1¢)
Diluted net earnings (loss) per sh $ 2.6¢€ $ (8.99

See accompanying notes to consolidated finanassients.
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DEVON ENERGY CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE EARNINGS ( LOSS)

Three Months Ended

March 31,
2010 2009
(Unaudited)
(In millions)
Net earnings (loss $ 1,192 $ (3,959
Foreign currency translatio
Change in cumulative translation adjustm 222 (167)
Foreign currency translation income tax (expenseglfit (12 11
Foreign currency translation tof 21C (150
Pension and postretirement benefit plé
Recognition of net actuarial loss and prior sengast in earning 8 12
Pension and postretirement benefit plans incomestaense (3 @)
Pension and postretirement benefit plans 5 8
Other comprehensive earnings (loss), net o 21E (142
Comprehensive earnings (lo: $ 1,407 $ (4,109

See accompanying notes to consolidated finanassients.
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DEVON ENERGY CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY

Accumulated

Additional Other Total
Common Stock Paid-In Retained Comprehensive Treasury Stockholder¢
Shares Amount Capital Earnings Earnings Stock Equity
(Unaudited)
(In millions)
Three Months Ended March 31, 20

Balance as of December 31, 2( 447 $ 45 $ 6,527 $ 7,618 $ 1,38¢ $ — $ 15,57(
Net earnings (loss — — — 1,192 — — 1,192
Other comprehensive earnings

(loss), net of ta: — — — — 21F — 21F
Stock option exercise — — 8 — — — 8
Common stock repurchas — — — — — (2 (2
Common stock retire — — () — — 2 —
Common stock dividenc — — — (72 — — (72
Shar-based compensatic — — 41 — — — 41
Share-based compensation tax

benefits — — 3 — — — 3
Balance as of March 31, 20 447 $ 45 $ 6,57 $ 8,73t $ 1,60( $ — $ 16,95t

Three Months Ended March 31, 20

Balance as of December 31, 2( 444 $ 44 $ 6,25] $10,37¢ $ 383 $ — $ 17,06(
Net earnings (los¢ — — — (3,959 — — (3,959
Other comprehensive earnings

(loss), net of ta; — — — — (142) — (142
Stock option exercise — — 4 — — — 4
Common stock repurchas — — — — — 2 (2
Common stock retire — — 2 — — 2 —
Common stock dividenc — — — (70 — — (70
Shar+-based compensatic — — 49 — — — 49
Share-based compensation tax

benefits — — 2 — — — 2
Balance as of March 31, 20 444 $ 44 $ 6,31( $ 6,34 $ 241 $ — $ 12,94

See accompanying notes to consolidated finanassients.
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DEVON ENERGY CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

Three Months
Ended March 31,
2010 2009
(Unaudited)

(In millions)

Cash flows from operating activitie
Earnings (loss) from continuing operatic $ 1,074 $ (3,887)
Adjustments to reconcile earnings (loss) from aaritig operation
to net cash provided by operating activiti

Depreciation, depletion and amortizati 48¢ 63C
Deferred income tax expense (bene 21F (2,272)
Reduction of carrying value of oil and gas propes — 6,40¢
Net unrealized gain on oil and gas derivative fmahinstrument: (5249) (36)
Other noncash charg 57 63
Net decrease in working capi 50 12¢
Increase in lon-term other asse 2 —
Decrease in lor-term other liabilities (18) (29)
Cash provided by operating activit— continuing operation 1,341 1,01C
Cash provided by operating activit— discontinued operatior 154 37
Net cash provided by operating activit 1,49t 1,047
Cash flows from investing activitie
Proceeds from property and equipment divestit 1,257 1
Capital expenditure (1,247 (1,926
Redemptions of lor-term investment 8 2
Cash provided by (used in) investing activit— continuing operation 18 (1,929
Cash used in investing activiti— discontinued operatior (109) (109)
Net cash used in investing activit| (89 (2,030
Cash flows from financing activitie
Proceeds from borrowings of lc-term debt, net of issuance ca — 1,187
Net commercial paper repayme (2,199 (111
Debt repayment — (1)
Proceeds from stock option exerci: 8 4
Dividends paid on common sto (72 (70
Excess tax benefits related to sl-based compensatic 3 2
Net cash (used in) provided by financing activi (1,259 1,011
Effect of exchange rate changes on ¢ 18 (11
Net increase in cash and cash equival 171 17
Cash and cash equivalents at beginning of periau@ing cash related to assets held for ¢ 1,011 384
Cash and cash equivalents at end of period (inetudash related to assets held for s $ 1,182 $ 401

See accompanying notes to consolidated financitdsients.
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DEVON ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

1. Summary of Significant Accounting Policies

The accompanying unaudited consolidated firdustatements and notes of Devon Energy Corpardtidbevon”) have been prepared
pursuant to the rules and regulations of the Uritedes Securities and Exchange Commission. Purguanch rules and regulations, certain
disclosures normally included in financial statetsgirepared in accordance with accounting prinsigknerally accepted in the United St
of America have been omitted. The accompanyingaaeted financial statements and notes shoulathd in conjunction with the
consolidated financial statements and notes indud®evon’s 2009 Annual Report on Form 10-K.

The unaudited interim consolidated financtatements furnished in this report reflect all atljuents that are, in the opinion of
management, necessary to a fair statement of DeVimaincial position as of March 31, 2010 and Désarsults of operations and cash fli
for the three-month periods ended March 31, 20102409.

2. Accounts Receivable

The components of accounts receivable inctbddollowing:

March 31, 201( December 31, 20C

(In millions)
Oil, gas and NGL sale $ 83 $ 752
Joint interest billing: 157 151
Marketing and midstream revent 16¢ 18¢
Production tax credit 12¢ 11C
Other 19 19
Gross accounts receivat 1,30¢ 1,22(
Allowance for doubtful accoun (12 (12
Net accounts receivab $ 1,29¢ $ 1,20¢

3. Derivative Financial Instruments

Devon periodically enters into commodity antéiest rate derivative financial instruments. Ehiestruments are used to manage the
inherent uncertainty of future revenues due t@od gas price volatility and to manage Devon’s sxpe to interest rate volatility.

The following table presents the fair valuéd@rivative assets and liabilities included in #'wompanying consolidated balance sheets.
None of Devo’s derivative instruments included in the tabledaeen designated as hedging instruments.

Asset Liability

Balance Sheet Captior Derivatives Derivatives
(In millions)
March 31, 2010

Gas price swaf Derivative financial instruments, curre $ 65¢ $ —
Gas price collar Derivative financial instruments, curre 35 —
Gas basis sway Other current liabilitie: — 2
QOll price collars Other current liabilitie: — 34
Interest rate sway Derivative financial instruments, curre 39 —
Interest rate sway Other lon¢-term asset 13C —
Total derivatives $ 862 $ 36

11
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DEVON ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

(Unaudited)
Asset Liability
Balance Sheet Caption Derivatives Derivatives
(In millions)
December 31, 200!
Gas price swaf Derivative financial instruments, curre $ 16¢ $ —
Gas basis swaj Derivative financial instruments, curre 3 —
Oil price collars Other current liabilitie: — 38
Interest rate sway Derivative financial instruments, curre 39 —
Interest rate sway Other lon¢-term asset 131 —
Total derivatives $ 342 $ 38

The following table presents the cash settlgmand unrealized gains and losses on fair vdlaages included in the accompanying
consolidated statements of operations associatictidse derivative financial instruments. Non®eton's derivative instruments have be
designated as hedging instruments.

Three Months
Ended March 31,

Statement of Operations Caption 2010 2009
(In millions)
Cash settlement
Gas price swag Net gain on oil and gas derivative financial inatents $ 98 $ —
Gas price collar Net gain on oil and gas derivative financial inatents 1 11¢
Gas basis swaj Net gain on oil and gas derivative financial inatents 3 —
Interest rate sway Change in fair value of other financial instrume 16 16
Total cash settlemen 112 134
Unrealized gains (losse:
Gas price swaf Net gain on oil and gas derivative financial inatents 49( —
Gas price collar Net gain on oil and gas derivative financial inatents 35 36
Gas basis swaj Net gain on oil and gas derivative financial inatents (5) —
Qll price collars Net gain on oil and gas derivative financial inatents 4 —
Interest rate sway Change in fair value of other financial instrume D (11)
Total unrealized gair 523 25
Net gain recognize $ 63E $ 15¢

4. Other Current Assets

The components of other current assets indlueléollowing:

March 31, 201(  December 31, 20C

(In millions)
Inventories $ 18C $ 182
Prepaid asse 39 33
Income taxes receivab 21 53
Other 24 2
Other current asse $ 264 $ 27C

12
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DEVON ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)
(Unaudited)

5. Property and Equipment
Divestitures

In November 2009, Devon announced plans tosigipn itself strategically as a high-growth, NoAmerican onshore exploration and
production company. As part of this strategic rémsing, Devon is bringing forward the value of wffshore assets by divesting them.

During the first quarter of 2010, Devon sdklinterests in the Jack, St. Malo and Cascade Ldesiary projects in the deepwater Gulf of
Mexico for $1.3 billion ($1.1 billion after taxeshhese divestitures involved oil and gas propesiil no proved reserves, current production
or revenues. Devon used the proceeds from thesstidiwes to repay commercial paper borrowings.

On March 10, 2010, Devon entered into agre¢snensell all of its remaining assets in the desjewGulf of Mexico, Brazil and
Azerbaijan to BP for $7.0 billion. In addition, BRIl assume Devon'’s leases of the Seadrill WestuSiand Transocean Deepwater Discovery
drilling rigs for the duration of the contract tesnDevon closed the deepwater Gulf of Mexico tratisa in April 2010. Devon expects to
close the Azerbaijan and Brazil transactions befloeeend of 2010.

On April 9, 2010, Devon entered into an agreento sell all its shallow-water Gulf of Mexicosass for $1.05 billion (approximately
$840 million after taxes). Devon expects to cldgs transaction in the second quarter of 2010.

On April 30, 2010, Devon entered into an agrest to sell its producing Panyu field located lodie China for $515 million
(approximately $370 million after taxes). Devon es{s to close this transaction in the second quaft2010.

Under full cost accounting rules, sales oeottispositions of oil and gas properties are galyeaccounted for as adjustments to
capitalized costs, with no recognition of gain@sd. However, if not recognizing a gain or losgtendisposition would otherwise
significantly alter the relationship between a awstter’s capitalized costs and proved reserves, dhgain or loss must be recognized. The
Gulf of Mexico divestitures discussed above wilt sgnificantly alter such relationship for DevotJsited States cost center. Therefore,
Devon will not recognize a gain in connection vittle Gulf of Mexico divestitures. Because the Azgdpa Brazil and China divestitures will
ultimately involve a complete disposition of a coshter, Devon expects to record gains when sacisactions close.

Oil Sands Joint Venture

In conjunction with the announced divestitu@8P, Devon also announced a heavy oil joint wento operate and develop BRKirby oil
sands leases in Alberta, Canada. Devon will acdifirpercent of BR interest in the Kirby oil sands leases for $50on. Devon expects t
close this transaction in the second quarter 0020%®von will also fund $150 million of capital ¢e®n BP’s behalf. The majority of these
costs are expected to be paid during 2011 and 2012.

6. Goodwill

During the first three months of 2010, Devo@anadian goodwill increased $88 million. This e&se was entirely due to foreign currency
translation.

13
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DEVON ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)
(Unaudited)

7. Other Current Liabilities

The components of other current liabilitieslinle the following:

March 31, 201(  December 31, 20C

(In millions)

Income taxes payab $ 28 % 40
Deferred income taxe 17¢ —
Accrued interes 67 12C
Restructuring cost 61 61
Derivative financial instrumen 36 38
Other 107 15¢

Other current liabilitie: $ 73C % 41¢€

8. Debt
Commercial Paper

During the first quarter of 2010, Devon rep&id2 billion of commercial paper borrowings prihawith proceeds received from Gulf of
Mexico property divestitures. As of March 31, 20D@&von’s average borrowing rate on its $240 million of coencial paper debt was 0.22

In early May 2010, Devon reduced the maximliowaed borrowings under its commercial paper pragfeom $2.85 billion to
approximately $2.2 billion.

Credit Lines

As of March 31, 2010, Devon had two revolviimgs of credit that could be accessed to provimgigdity as needed. The following
schedule summarizes the capacity of Devon’s cfadilities by maturity date, as well as its avaiéabapacity as of March 31, 2010 (in
millions).

Senior Credit Facility

April 7, 2012 maturity $ 50C

April 7, 2013 maturity 2,15(
Total Senior Credit Facilit 2,65(
Shor-Term Facility— November 2, 2010 maturi 70C
Total credit facilities 3,35(
Less:

Outstanding credit facility borrowing —

Outstanding commercial paper borrowit 24C

Outstanding letters of crec 88
Total available capacit $ 3,027

In early May 2010, Devon cancelled the Shatrl Facility prior to its maturity date. Devon imoed no cost to cancel the facility and will
avoid paying the facility fee that pertains to tamcellation period.

The Senior Credit Facility and Short-Term kgccontain only one material financial covenaniis covenant requires Devon's ratio of
total funded debt to total capitalization to besldsan 65%. The credit agreement contains defimstaf total funded debt and total
capitalization that include adjustments to the eepe amounts reported in the consolidated firelrstatements. Also, total capitalization is
adjusted to add back noncash financial writedowas sis full cost ceiling impairments or goodwillgairments. As of March 31, 2010,
Devon was in compliance with this covenant. Devatebt-to-capitalization ratio at March 31, 2010¢akulated pursuant to the terms of the
agreement, was 17.1%.

14
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DEVON ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)
(Unaudited)

9. Asset Retirement Obligations
The schedule below summarizes changes in Dewagset retirement obligations.

Three Months
Ended March 31,

2010 2009
(In millions)

Asset retirement obligations as of beginning ofquk $ 1,51 $ 1,38
Liabilities incurred 16 8
Liabilities settlec 47 (26)
Revision of estimated obligatic 20t 22
Liabilities assumed by othe (8) —
Accretion expense on discounted obligal 26 23
Foreign currency translation adjustm 22 (17)

Asset retirement obligations as of end of pe 1,727 1,397

Less current portio 90 157

Asset retirement obligations, lc-term $ 1,637 $ 1,24C

During the first quarter of 2010 and 2009, Brevecognized revisions to its asset retiremengatibns totaling $205 million and
$22 million, respectively. The primary factors dagsthe 2010 and 2009 increases were an overa#t@se in abandonment cost estimates
a decrease in the discount rate used to presard ta obligations.
10. Retirement Plans
Net Periodic Benefit Cost and Other Comprehensivarings

The following table presents the componentsatfperiodic benefit cost and other comprehensaraings for Devon’s pension and other
post retirement benefit plans.

Pension Benefits Other Postretirement Benefits
Three Months Three Months
Ended March 31, Ended March 31,
2010 2009 2010 2009
Net periodic benefit cos
Service cos $ 8 $ 11 $ — $ —
Interest cos 14 14 1 1
Expected return on plan ass 9) 9) — —
Amortization of prior service co: 1 1 — —
Net actuarial los 7 11 — —
Net periodic benefit cos 21 28 1 1
Other comprehensive earniny
Recognition of prior service cost in net periodanbfit cosi @ Q) — —
Recognition of net actuarial loss in net perioddnéfit cost ) (11) — —
Total recognize! $ 13 $ 16 $ 1 $ 1
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DEVON ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)
(Unaudited)

11. Stockholders’ Equity
Dividends

Devon paid common stock dividends of $72 milland $70 million (quarterly rates of $0.16 pearsfin the first quarter of 2010 and
2009, respectively.

12. Commitments and Contingencies

Devon is party to various legal actions agsimthe normal course of business. Matters trapasbable of unfavorable outcome to Devon
and that can be reasonably estimated are accruet.g8cruals are based on information known alleuttatters, Devon’s estimates of the
outcomes of such matters and its experience iresting, litigating and settling similar matters.néoof the actions are believed by
management to involve future amounts that wouldhbéerial to Devon'’s financial position or resulfsoperations after consideration of
recorded accruals. However, actual amounts cotfier dhaterially from management’s estimate.

Environmental Matters

Devon is subject to certain laws and regutetticelating to environmental remediation activigssociated with past operations, such as the
Comprehensive Environmental Response, Compensatiahl,.iability Act and similar state statutes. ésponse to liabilities associated with
these activities, loss accruals primarily consiststimated uninsured costs associated with rertiedidDevon’s monetary exposure for
environmental matters is not expected to be materia

Royalty Matters

Numerous natural gas producers and relatdégpaincluding Devon, have been named in variauslits alleging violation of the federal
False Claims Act. The suits allege that the prothiaad related parties used below-market pricgsidper deductions, improper
measurement techniques and transactions withaa#fdj which resulted in underpayment of royaltiesonnection with natural gas and NGLs
produced and sold from federal and Indian-ownecbaotrolled lands. Devon does not currently beliéhat it is subject to material exposure
with respect to such royalty matters.

Other Matters

Devon is involved in other various routinedégroceedings incidental to its business. HowegeDevons knowledge as of the date of 1
report, neither Devon nor its property is subjecany material pending legal proceedings.

Commitments

At the end of 2009, Devon’s commitments ineld&1.4 billion that related to long-term contréotsthree deepwater drilling rigs. This
total includes $1.2 billion related to two contsatth be assumed by BP in connection with the agtatdivestiture transactions as discussed
in Note 5.

At the end of 2009, Devon’s commitments ateduded $0.4 billion that related to leases oftflug, production, storage and offloading
facilities being used in the Gulf of Mexico, Braaihd China. Devon’s commitments for these leasédaiassumed by the buyers of Devon’s
assets in these locations when the associatedtitlivedransactions close.

16




Table of Contents

DEVON ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)
(Unaudited)

13. Fair Value Measurements

The following tables provide carrying valueddair value measurement information for Devonfgficial assets and liabilities.

Fair Value Measurements Usinc:

Quoted Significant
Prices in Other Significant
Active Observable Unobservable
Carrying Total Fair Markets Inputs Inputs
Amount Value (Level 1) (Level 2) (Level 3)
(In millions)
March 31, 2010 assets (liabilitie!
Gas price swag $ 65¢ $ 65¢ $ — $ 65¢ $ —
Gas price collar $ 35 $ 35 $ — $ 35 $ —
Gas basis sway $ 2 $ 2 $ — $ (2 $ —
Qil price collars $ (39 $ (39 $ — $ (39 $ —
Interest rate sway $ 16¢ $ 16¢ $ — $ 16¢ $ —
Debt $ (6,08%) $ (6,98%) $ (240 $ (6,745 $ —
Long-term investment $ 107 $ 107 $ — $ — $ 107
December 31, 2009 assets (liabilitie

Gas price swag $ 16¢ $ 16¢ $ — $ 16¢ $ —
Gas basis sway $ 3 $ 3 $ — $ 3 $ —
Oil price collars $ (39 $ (39 $ — $ (39 $ —
Interest rate sway $ 17C $ 17C $ — $ 17C $ —
Debt $(7,279 $(8,219) $ (1,432 $(6,782) $ —
Long-term investment $ 11t $ 11t $ — $ — $ 11t

14. Restructuring Costs

In the fourth quarter of 2009, Devon recogdi$453 million of estimated employee severancescassociated with the planned
divestitures of its offshore assets that was anoedim November 2009. This amount was based omat&s of the number of employees that
will ultimately be impacted by the divestitures andludes $63 million related to accelerated vestihshare-based grants. Of the
$153 million total, $105 million relates to DevortsS. Offshore operations and the remainder retatés International discontinued
operations.

Devon’s estimate of employee severance cestggnized in the fourth quarter of 2009 was bageoh wertain key estimates that could
change as properties are sold. These estimateslentthe number of impacted employees, the numbempfoyees offered comparable
positions with the buyers and the date of separdtioimpacted employees. As discussed in NotegvdD has only closed a limited number
of divestiture transactions, which did not impasignificant number of employees. As a result, Ded not revise its estimate of employee
severance costs during the first quarter of 2010.

15. Reduction of Carrying Value of Oil and Gas Proprties

In the first quarter of 2009, Devon reduceel ¢hrrying value of its United States oil and gaspprties $6.4 billion, or $4.1 billion after
taxes, due to a full cost ceiling limitation. Tregluction resulted from a significant decrease énftiti cost ceiling compared to the
immediately preceding quarter due to the effecdaniining natural gas prices subsequent to DeceBthe2008.
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DEVON ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)
(Unaudited)

16. Discontinued Operations

Revenues related to Devon’s discontinued djpermtotaled $212 million and $128 million in ttteee months ended March 31, 2010 and
March 31, 2009, respectively.

The following table presents the main claggezssets and liabilities associated with Devoissahtinued operations.

March 31, December 31
2010 2009
(In millions)

Cash and cash equivalel $ 45t $ 36E
Accounts receivabl 122 16E
Other current asse 151 127
Current assel $ 731 $ 657
Property and equipment, r $ 1,26( $  1,09¢
Goodwill 68 68
Other lon¢-term asset 81 83
Total lon¢-term asset $ 1,40¢ $ 1,25C
Accounts payabl $ 20¢ $ 15¢
Other current liabilitie: 94 76
Current liabilities $ 302 $ 234
Asset retirement obligatior $ 10z $ 10¢
Deferred income taxe 10z 101
Other liabilities 4 3
Long-term liabilities $ 20¢ $ 213

Reductions of Carrying Value of Oil and Gas Propies

In the first quarter of 2009, Devon reduceel ¢hrrying values of its Brazilian and other Intgronal oil and gas properties, which are now
held for sale, $109 million due to full cost cegiimitations. The Brazilian reduction of $103 riah, which had no related tax benefit,
resulted largely from an exploratory well drilledthe BM-BAR-3 block in the offshore Barreirinhaadin. After drilling this well in the first
quarter of 2009, Devon concluded that the wellritthave adequate reserves for commercial viab#isya result, the seismic, leasehold and
drilling costs associated with this well contribdit® the reduction recognized in the first quaafe2009.
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DEVON ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)
(Unaudited)

17. Earnings (Loss) Per Share

The following table reconciles earnings (Idssjn continuing operations and common shares autitg used in the calculations of basic
and diluted earnings (loss) per share for the thmeath periods ended March 31, 2010 and 2009. Becaunet loss from continuing
operations was generated during the three-montbgended March 31, 2009, the dilutive shares predan antidilutive net loss per share
result. Therefore, the diluted loss per share foomtinuing operations reported in the accompan2®@9 consolidated statement of operat
is the same as the basic loss per share amount.

Earnings
Earnings Common (Loss)
(Loss) Shares per Share

(In millions, except per share amounts

Three Months Ended March 31, 20:

Earnings from continuing operatio $ 1,074 447
Attributable to participating securitit (13 (6)
Basic earnings per she 1,061 441 $ 2.4C

Dilutive effect of potential common shares issualgen the exercise of outstanding

stock options — 2
Diluted earnings per sha $ 1,061 445 $ 2.3¢
Three Months Ended March 31, 20!
Loss from continuing operatiol $ (3,887) 444
Attributable to participating securitit 48 (5
Basic and diluted loss per shi $ (3,839 43¢ $ (8.79

Certain options to purchase shares of Devoorsmon stock are excluded from the dilution caltolkes because the options are
antidilutive. These excluded options totaled 1.fiom and 8.9 million during the three-month pesoshded March 31, 2010 and 2009,
respectively.

18. Segment Information

Devon manages its operations through seveimcli®perating segments, or divisions, which afireéd primarily by geographic areas. For
financial reporting purposes, Devon aggregatediiitsed States divisions into one reporting segnaieiet to the similar nature of the business.
However, Devon’s Canadian and International divisiare reported as separate reporting segmentargyirdue to significant differences in
the respective regulatory environments.

Following is certain financial information ragling Devon’s reporting segments. The revenuesrteg are all from external customers.

U.S. Canada International Total
(In millions)

As of March 31, 2010:
Current assel $ 1,95¢ $ 1,062 $ 731 $ 3,74¢
Property and equipment, r 12,75( 6,06z — 18,81
Goodwill 3,04¢ 2,972 — 6,01¢
Other asset 622 68 1,40¢ 2,09¢

Total asset $18,37:¢ $10,16¢ $ 2,14 $30,677
Current liabilities $ 2,171 $ 634 $ 303 $ 3,10¢
Long-term debr 2,86¢ 2,981 — 5,84¢
Asset retirement obligatior 814 823 — 1,637
Other liabilities 87t 46 20€ 1,12¢
Deferred income taxe 91¢ 1,08¢ — 2,00z
Stockholder equity 10,73( 4,59¢ 1,62¢ 16,95¢

Total liabilities and stockholde’ equity $18,37: $10,16¢ $ 2,14 $30,67
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DEVON ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

(Unaudited)
U.S. Canada Total
(In millions)
Three Months Ended March 31, 2010:
Revenues
Oil, gas and NGL sale $ 1,37C $ 70C $ 2,07C
Net gain (loss) on oil and gas derivative finanaigtrument: 62& (5) 62C
Marketing and midstream revent 49€ 34 53C
Total revenue 2,491 72¢ 3,22(
Expenses and other income, r
Lease operating expens 224 19C 414
Taxes other than income tax 90 11 101
Marketing and midstream operating costs and ex 36¢ 28 397
Depreciation, depletion and amortization of oil @a$ propertie 261 165 42€
Depreciation and amortization of r-oil and gas propertie 56 7 63
Accretion of asset retirement obligatic 13 13 26
General and administrative expen 10¢ 30 13¢
Interest expens 30 56 86
Change in fair value of other financial instrume (15) — (15)
Other income, ne 3 (1) 4
Total expenses and other income, 1,13: 49¢ 1,632
Earnings from continuing operations before incomes 1,35¢ 23C 1,58¢
Income tax expense (benefi
Current 214 85 29¢
Deferred 23E (20 21E
Total income tax expen: 44¢ 65 514
Earnings from continuing operatio $ 90¢ $ 16F $ 1,074
Capital expenditures, before revision of futuresasstirement obligatior $ 1,03 $ 37C $ 1,40
Revision of future asset retirement obligati 83 122 20E
Capital expenditure $ 1,11¢ $ 492 $ 1,60¢
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DEVON ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)

(Unaudited)
U.S. Canada Total
(In millions)
Three Months Ended March 31, 2009:
Revenues
Oil, gas and NGL sale $ 93¢ $ 437 $ 1,37¢
Net gain on oil and gas derivative financial inatents 154 — 154
Marketing and midstream revent 364 7 371
Total revenue 1,45¢ 444 1,90(
Expenses and other income, r
Lease operating expens 27C 17C 44C
Taxes other than income tax 81 8 89
Marketing and midstream operating costs and ex 22C 4 224
Depreciation, depletion and amortization of oil @a$ propertie 44C 12C 56(
Depreciation and amortization of r-oil and gas propertie 64 6 70
Accretion of asset retirement obligatic 14 9 23
General and administrative expen 13t 28 162
Interest expens 27 56 83
Change in fair value of other financial instrume (5) — (5)
Reduction of carrying value of oil and gas proms 6,40¢ — 6,40¢
Other (income) expense, r (3 10 7
Total expenses and other income, 7,651 411 8,06z
(Loss) earnings from continuing operations befammime taxe (6,195 33 (6,162)
Income tax (benefit) expens
Current (10 2 (8)
Deferred (2,279 7 (2,279
Total income tax (benefit) expen (2,289) 9 (2,280)
(Loss) earnings from continuing operatic $ (3,900 $ 24 $ (3,889
Capital expenditures, before revision of futuresaisstirement obligatior $ 1,14¢ $ 301 $ 1,44¢
Revision of future asset retirement obligati 37 (15 22
Capital expenditure $ 1,182 $ 28¢ $ 1,46¢

19. Supplemental Information to Statements of Casklows

Information related to Devon’s cash flows iegented below.

Three Months
Ended March 31,

2010 2009
(In millions)
Net decrease (increase) in working cap
(Increase) decrease in accounts receiv $ (79 $ 201
(Increase) decrease in other current as 2 194
Decrease in accounts paya (29 (27
Increase (decrease) in revenues and royaltiesodoers 58 (11%)
Increase (decrease) in income taxes pay 26¢ (©)]
Decrease in other current liabiliti (168 (123
Net decrease in working capi $ 50 $ 12¢
Supplementary cash flow de continuing and discontinued operatio
Interest paic net of capitalized intere $ 137 $ 98
Income taxes paid (receive $ 50 $ (177
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Item 2. Managemen's Discussion and Analysis of Financial Conditionna Results of Operations

The following discussion addresses materiahges in our results of operations and capitaluress and uses for the three-month period
ended March 31, 2010, compared to the three-magribghended March 31, 2009, and in our financialdition and liquidity since
December 31, 2009. For information regarding oiticat accounting policies and estimates, see @92Annual Report on Form 10-K under
“ltem 7. Management’s Discussion and Analysis ofdricial Condition and Results of Operationdriless otherwise stated, all dollar amo
are expressed in U.S. dollars.

Business Overview

Net earnings in the first three months of 2@H0e $1.2 billion, or $2.66 per diluted share.sT¢wmpared to a net loss of $4.0 billion, or
$8.92 per diluted share in the first three mont@0®9. Our first three months of 2009 earningsenzgatively impacted by a $6.4 billion
($4.1 billion after tax) reduction of the carryimglue of our United States oil and gas properfssluding the reduction of carrying value,
2010 first quarter earnings increased primarily tiutihe effects of higher commodity prices, palfiafffset by a decrease in production.

Key measures of our performance for the frste months of 2010 compared to the first threathwof 2009 are summarized below:
. The combined realized price without hedges forgak and NGLs increased 58% to $37.07 per

. Oil and gas derivatives generated a net gair6203%nillion and $154 million in the first three mba of 2010 and 2009, respectively.
Included in these amounts were cash receipts oh@Bién and $118 million, respectivel

. Operating cash flow increased 43% to $1.5 bill

. Production decreased 5% to 56 million B

. Marketing and midstream operating profit decre&@édo $133 million

. Cash spent on capital expenditures was approxiyndieB billion in the first quarter of 201

Additionally, we have made significant progrésward completion of our offshore divestituregrmam. Through April 2010, we had
announced divestiture transactions of our oil aasl groperties in the Gulf of Mexico, AzerbaijanaBit and our producing Panyu field
offshore China. Furthermore, in connection with 8&¢quisition of our Gulf of Mexico and Braziliaroperties, BP is also assuming our
leases of the Seadrill West Sirius and Transocesapidater Discovery drilling rigs for the duratidtloe contract terms. Through April 20!
we had closed the transactions related to all eepdater Gulf of Mexico properties. The divestitprecess is ongoing for the remaining
announced transactions, as well as our exploratisets in China and Angola and other minor Intenat assets. We expect the closing @
divestitures to be completed by the end of 2010.

Our announced divestitures have proceedddteat$9.9 billion before taxes. Once all divesttassets are sold, we estimate the total pre-
tax proceeds will exceed $10 billion and the afterproceeds will be approximately $8 billion. Asegult of the success we have experiel
with our offshore divestiture program, we announaesthare repurchase program in early May 2010 pfbgram authorizes the repurchas:
up to $3.5 billion of our common shares.

In conjunction with divestitures to BP, weatmnnounced a heavy ail joint venture to operatedmvelop BP’s Kirby oil sands leases in
Alberta, Canada. We will acquire 50 percent of BRterest in the Kirby oil sands leases for $500iom. We expect to close this transaction
in the second quarter of 2010. We will also fun8@inillion of capital costs on BP’s behalf. The oréy of these costs are expected to be
paid during 2011 and 2012.
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Results of Operations
Revenue:

Our oil, gas and NGL production volumes arevahin the following table.

Three Months Ended March 31,

2010 2009 Change (2)
QOil (MMBDblIs)
U.S. Onshort 3 3 0%
Canads 7 6 +1%
North American Onshor 10 9 0%
U.S. Offshore 1 1 +6%
Total 11 10 +1%
Gas (Bcf)
U.S. Onshort 16€ 181 -8%
Canade 50 53 -4%
North American Onshor 21¢ 234 -T%
U.S. Offshore 10 11 -8%
Total 22€ 24E -T%
NGLs (MMBblIs)
U.S. Onshort 7 6 +6%
Canade 1 1 -6%
North American Onshor 8 7 +4%
U.S. Offshore — — -21%
Total 8 7 +3%
Total (MMBoe) (1)
U.S. Onshort 37 40 -6%
Canads 16 16 -2%
North American Onshor 53 56 -5%
U.S. Offshore 3 3 -4%
Total 56 59 -5%

(1) Gas volumes are converted to Boe at theofasex Mcf of gas per barrel of oil, based upon dépproximate relative energy content of
gas and oil, which rate is not necessarily indieatf the relationship of gas and oil prices. NGllunes are converted to Boe on a one-
to-one basis with oil

(2) All percentage changes included in this table asetd on actual figures and not the rounded fignagded in the table
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The following table presents the prices wdized on our production volumes. These prices aelany effects due to our oil and gas
derivative financial instruments.

Three Months Ended March 31,

2010 2009 Change
Oll (per Bbl)
U.S. Onshort $ 74.81 $ 34.8¢ +114%
Canads $ 62.5C $ 27.8¢ +124%
North American Onshor $ 66.41 $ 30.1- +12(%
U.S. Offshore $ 76.9¢ $ 42.3¢ +82%
Total $ 67.5¢ $ 31.41 +115%
Gas (per Mcf)
U.S. Onshort $ 4.6¢ $ 3.4:c +3€%
Canads $ 5.0¢ $ 4.4¢ +13%
North American Onshor $ 4.7¢ $ 3.67 +30%
U.S. Offshore $ 5.6 $ 5.1t +9%
Total $ 4.8C $ 3.7¢ +2%%
NGLs (per Bbl)
U.S. Onshort $ 34.2C $ 17.4: +9€%
Canade $ 48.9¢ $ 25.8¢ +8%%
North American Onshor $ 35.9¢ $ 18.5¢ +94%
U.S. Offshore $ 40.5¢ $ 20.4¢ +98%
Total $ 36.0¢ $ 18.6( +94%
Combined (per Boe) (1
U.S. Onshort $ 32.81 $ 21.1¢ +55%
Canade $ 44.5C $ 27.21 +64%
North American Onshor $ 36.2¢ $ 22.9. +58%
U.S. Offshore $ 51.07 $ 34.21 +49%
Total $ 37.07 $ 23.5] +58%

(1) Gas volumes are converted to Boe at theofatex Mcf of gas per barrel of oil, based upon dpproximate relative energy content of
gas and oil, which rate is not necessarily indieatf the relationship of gas and oil prices. NGllunes are converted to Boe on a one-
to-one basis with oil

The volume and price changes in the tablesebaused the following changes to our oil, gasN@d sales between the three months
ended March 31, 2010 and 2009.

Qil Gas NGLs Total
(In millions)

2009 sale! $ 327 $ 912 $ 13€ $ 1,37
Changes due to volum 3 (67) 5 (59)
Changes due to pric 38C 241 133 754

2010 sale! $ 7i1C $ 1,08¢ $ 274 $ 2,07(C

Oil Sales

Oil sales increased $380 million in the fiteee months of 2010 as a result of a 115% incrigeger realized price without hedges. The
largest contributor to the increase in our realigade was the increase in the average NYMEX Wes@a§ Intermediate index price over the
same time period. In addition, our price differahbased upon the NYMEX index price also improwekich contributed to our higher
realized price. The improved differential resulprdnarily from the tightening of the heavy oil difentials related to our Canadian operati

Gas Sales

Gas sales increased $241 million during trst fhree months of 2010 as a result of a 29% as&én our realized price without hedges.
This increase was largely due to increases in hthNAmerican regional index prices upon which gas sales are based.
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A 19 Bcf decrease in production during thetfthree months of 2010 caused gas sales to dedmgak67 million. The decrease in
production was primarily due to reduced drillingidg most of 2009 for our North American Onshoreparties. As a result of the reduced
drilling in response to lower gas prices, natuelthes of existing wells outpaced production gdiom new drilling.

NGL Sales

NGL sales increased $133 million during thistfihree months of 2010 as a result of a 94% &s&rén our realized price without hedges.
This increase was largely due to increases indg®nal index prices upon which our NGL sales ased.

Net Gain on Oil and Gas Derivative Financial Instrants

The following tables provide financial infortian associated with our oil and gas hedges. Tisetible presents the cash settlements and
unrealized gains and losses recognized as comokatr revenues. The subsequent tables presentlpgas and NGL prices with, and
without, the effects of the cash settlements. Tiieep do not include the effects of unrealized gaind losses.

Three Months Ended March 31

2010 2009
(In millions)
Cash settlement receipts (paymer
Gas price swaf $ 98 $ —
Gas price collar 1 11¢
Gas basis swaj (©)] —
QOll price collars — —
Total cash settlemen 96 11€
Unrealized gains (losses) on fair value chan
Gas price swaf 49C —
Gas price collar 35 36
Gas basis swaj (5) —
Qll price collars 4 —
Total unrealized gair 524 36
Net gain $ 62C $ 154
Three Months Ended March 31, 201(
Oil Gas NGLs Total
(Per BbI) (Per Mcf) (Per BbI) (Per Boe)
Realized price without hedg $ 67.5¢ $ 4.8C $ 36.0¢ $ 37.0%
Cash settlements of hedc — 0.42 — 1.71
Realized price, including cash settleme $ 67.5¢ $ 5.27 $ 36.0¢ $ 38.7¢
Three Months Ended March 31, 200¢
Oil Gas NGLs Total
(Per Bbl) (Per Mcf) (Per Bbl) (Per Boe)
Realized price without hedg $ 3141 $ 3.7¢ $ 18.6( $ 23.51
Cash settlements of hedc — 0.4¢ — 2.02
Realized price, including cash settleme $ 31.41 $ 4.21 $ 18.6( $ 25.5¢

In the first three months of 2010, our oil aya$ derivative financial instruments included gase swaps, gas basis swaps and oil and gas
costless price collars. In the first three month2aD9, our oil and gas derivative financial instents included only gas price collars. For the
price swaps, we receive a fixed price for our puatiun and pay a variable market price to the camtraunterparty. The price collars set a
floor and ceiling price. If the applicable montlgsice indices are outside of the ranges set byldloe and ceiling prices in the various collars,
we cash-settle the difference with the counterpiartyre collars. For the basis swaps, we recefised differential between two regional gas
index prices and pay a variable differential onghme two index prices to the contract counterp&#gh settlements as presented in the
tables above represent realized gains or lossagdeio our price swaps, price collars and basiégpsw
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During the first three months of 2010, we reeé $96 million, or $0.42 per Mcf from counterpestto settle our gas derivatives. During
the first three months of 2009, we received $11anj or $0.48 per Mcf, from counterparties totlebur gas derivatives.

In addition to recognizing these cash settl@rneéfects, we also recognize unrealized chang#ifiair values of our oil and gas derivative
instruments in each reporting period. We estimagefair values of our oil and gas derivative finahinstruments primarily by using internal
discounted cash flow calculations. From time toetimve validate our valuation techniques by comgoiar internally generated fair value
estimates with those obtained from contract copaiies or brokers.

The most significant variable to our cash floalculations is our estimate of future commoditizgs. We base our estimate of future pr
upon published forward commaodity price curves saglthe Inside FERC Henry Hub forward curve forigasuments and the NYMEX We
Texas Intermediate forward curve for oil instrunseased on the amount of volumes subject to asidgavatives at March 31, 2010, a 1
increase in these forward curves would have deedeti fair value of our gas derivative financietruments by approximately $159 milli
A 10% increase in the forward curves associateld aut oil derivatives would have decreased thevalue of our oil derivative financial
instruments by approximately $75 million. Anotheyknput to our cash flow calculations is our estienof volatility for these forward
curves, which we base primarily upon implied vaitgti

Counterparty credit risk is also a componédrmtomnmaodity derivative valuations. We have mitighteir exposure to any single
counterparty by contracting with numerous counteigs Our commodity derivative contracts are heilth twelve separate counterparties.
Additionally, our derivative contracts generallyjuére cash collateral to be posted if either outhercounterparty’s credit rating falls below
“investment grade”. The threshold for collaterastiog decreases as the debt rating falls furthiembavestment grade. Such thresholds
generally range from zero to $50 million for thejomty of our contracts. As of March 31, 2010, ttredit ratings of all our counterparties
were investment grade.

During the first three months of 2010 and 2G88 fair value of our commodity derivative fing@dnstruments increased by $524 million
and $36 million, respectively. These unrealizechggirimarily resulted from decreases in the In§iIH®C Henry Hub forward curve during
the first quarter of each year.

Marketing and Midstream Revenues and Operating<Castl Expense

The details of the changes in marketing andstréam revenues, operating costs and expensebearesulting operating profit are shown
in the table below.

Three Months Ended March 31,
2010 2009 Change®
(% in millions)

Marketing and midstrean

Revenue: $ 53C $ 371 43%
Operating costs and expen: 397 224 7%
Operating profi $ 13¢ $ 147 -9%

(1) All percentage changes included in this taskebased on actual figures and are not calculsied the rounded figures included in this
table.

During the first three months of 2010, mankgtand midstream revenues increased $159 millidrogerating costs and expenses
increased $173 million, causing operating profilézrease $14 million. Revenues, expenses andtimpepaofit increased due to higher
natural gas and NGL production and processing prigartially offset by the effects of lower gasglipe throughput. However, the increas
operating profit resulting from these factors wawethan offset by the effect of lower prices readi from gas marketing activities.
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Lease Operating Expense!'LOE")
The details of the changes in LOE are showthértable below.

Three Months Ended March 31,

2010 2009 Change®
Lease operating expenses ($ in millior
U.S. Onshort $ 191 $ 22¢ -17%
Canade 19C 17C +12%
North American Onshor 381 39¢ -5%
U.S. Offshore 33 41 -19%
Total $ 414 $ 44C -6%
Lease operating expenses per E
U.S. Onshort $ 5.1Z $ 5.8 -12%
Canads $ 12.0¢ $ 10.57 +14%
North American Onshor $ 7.1¢ $ 7.2C 0%
U.S. Offshore $ 11.1¢ $ 13.3¢ -16%
Total $ 7.41 $ 7.5z -2%

(1) All percentage changes included in this ta@vkebased on actual figures and are not calculsdied the rounded figures included in this
table.

LOE decreased $26 million in the first threenths of 2010. LOE dropped $31 million due to d@nly costs for fuel, materials, equipment
and personnel, as well as declines in maintenamgavell workover projects. Such declines largeuteed from decreased demand for field
services. Our 5% decrease in production also retuGE by $20 million. Additionally, LOE decreased fillion due to additional costs
incurred in the first three months of 2009 as altesf hurricane damages sustained in 2008. Theseedses were patrtially offset by changes
in the exchange rate between the U.S. and Canddikr which increased LOE by $32 million. Exclugdithe decrease due to lower
production, these factors were also the main duutiors to the changes in LOE per Boe.

Taxes Other Than Income Taxes

The following table details the changes in taxes other than income taxes.

Three Months Ended March 31,

2010 2009 Change®
($ in millions)
Production $ 59 $ 32 +83%
Ad valorem 40 54 -27%
Other 2 3 -36%
Total $ 101 $ 89 +13%

(1) All percentage changes included in this table aet on actual figures and not the rounded fignagded in this table

Production taxes increased $27 million infttet three months of 2010 primarily due to an &&se in our U.S. Onshore revenues. Ad
valorem taxes decreased $14 million primarily dutower estimated assessed values of our oil aaghgmerty and equipment.
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Depreciation, Depletion and Amortization of Oil an@as Properties"DD&A”)

The changes in our production volumes, DD&#eger unit and DD&A of oil and gas properties sinewn in the table below.

Three Months Ended March 31,

2010 2009 Change®
Total production volumes (MMBo¢ 56 59 -5%
DD&A rate ($ per Boe $ 7.6 $ 9.57 -20%
DD&A expense ($ in millions $  42¢ $ 56C -24%

(1) All percentage changes included in this taskebased on actual figures and are not calculsied the rounded figures included in this
table.

The following table details the changes in DB&f oil and gas properties between the three nwattded March 31, 2010 and 2009 (in
millions).

2009 DD&A $ 56C
Change due to ra (10¢)
Change due to volumt (26)

2010 DD&A $ 42¢

Oil and gas property-related DD&A decreased8pillion during the first three months of 2010edo a 20% decrease in the DD&A rate.
The largest contributor to the rate decrease wasduction of the carrying value of our United Ssadd and gas properties recognized in the
first quarter of 2009. This reduction totaled $B6ikion and resulted from a full cost ceiling limtion. Additionally, our drilling activities
subsequent to the end of the first quarter of 2e8& resulted in proved reserve additions at aloe&r than the first quarter 2009 DD&A
rate, causing the rate to decrease. These decwwasepartially offset by the effects of changethim exchange rate between the U.S. and
Canadian dollar.

General and Administrative Expenses (“G&A”)
The following schedule includes the componenS&A expense.

Three Months Ended March 31,

2010 2009 Change®
(In millions)
Gross G&A $ 24t $ 28¢ -15%
Capitalized G&A (80) (90 -11%
Reimbursed G&#A (27 (35 -21%
Net G&A $ 13¢ $ 16¢c -16%

(1) All percentage changes included in this taskebased on actual figures and are not calculsied the rounded figures included in this
table.

Gross G&A decreased $43 million in the filatee months of 2010 compared to the same perigd@8. The largest contributor to the
decrease was lower severance costs associatedmjfoyee departures and other decreases in emptoyagensation and benefits. Also,
gross G&A decreased as a result of our initiatteemanage spending in certain discretionary cdasoaies. These decreases were partially
offset by the effects of changes in the exchantgelratween the U.S. and Canadian dollar. Thesertaatere also the primary drivers of the
decrease in capitalized G&A.
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Change in Fair Value of Other Financial Instruments

The details of the changes in fair value dieotfinancial instruments are shown in the tablevse

Three Months Ended March 31

2010 2009
(In millions)
(Gains) losses from interest rate swe
Cash settlemen $ (16 $ (18
Unrealized fair value chang 1 11
Total $ (1Y $ (5)

Interest Rate Sway

During the first three months of 2010 and 2008 received cash settlements totaling $16 milliom counterparties to settle our interest
rate swaps.

In addition to recognizing cash settlements algo recognize unrealized changes in the fairegabf our interest rate swaps each reporting
period. In the first three months of 2010 and 2008 recorded unrealized losses of $1 million antl dllion, respectively, as a result of
changes in interest rates.

We estimate the fair values of our interet# gavap financial instruments primarily by usingeinmal discounted cash flow calculations
based upon forward interest-rate yields. We pecalt)i validate our valuation techniques by compguanir internally generated fair value
estimates with those obtained from contract copatgies or brokers.

The most significant variable to our cash floalculation is our estimate of future interesengields. We base our estimate of future yields
upon our own internal model that utilizes forwarohes such as the LIBOR or the Federal Funds Rateded by a third party. Based on the
notional amounts subject to interest rate swapdasth 31, 2010, a 10% increase in these forwardesuwould have increased the fair value
of our interest rate swaps by approximately $50ionil

As previously discussed for our commodity dative contracts, counterparty credit risk is alstomponent of interest rate derivative
valuations. We have mitigated our exposure to amyle counterparty by contracting with several deuparties. Our interest rate derivative
contracts are held with seven separate countezpafidditionally, our derivative contracts gengraiquire cash collateral to be posted if
either our or the counterparty’s credit ratingdddelow investment grade. The markatarket exposure threshold, above which collatersst
be posted, decreases as the debt rating fallefustiow investment grade. Such thresholds gegeawige from zero to $50 million for the
majority of our contracts. The credit ratings dfalr counterparties were investment grade as atMal, 2010.

Reduction of Carrying Value of Oil and Gas Propezt

In the first quarter of 2009, we reduced thaying value of our United States oil and gas prtps by $6.4 billion, or $4.1 billion after
taxes, due to a full cost ceiling limitation. Theluction resulted from a significant decrease @nftii cost ceiling compared to the
immediately preceding quarter due to the effecdaniining natural gas prices subsequent to DeceBihe2008.
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Income Taxes

The following table presents our total incotr@e expense (benefit) and a reconciliation of dtgotive income tax rate to the U.S. statutory
income tax rate.

Three Months
Ended March 31,

2010 2009
Total income tax expense (benefit) (in milliol $ 514 $(2,280)
United States statutory income tax r 35% (35%)
State income taxe 1% (1%)
Taxation on Canadian operatic (1%) —
Other (3%) (190)
Effective income tax (benefit) ra 32% (3790)

Earnings (Loss) From Discontinued Operatior

The following table presents the componentsusfearnings (loss) from discontinued operations.

Three Months
Ended March 31,

2010 2009
Total production (MMBoe 3 3
Combined price without hedges (per B $ 72.6% $ 40.6¢
(In millions)
Operating revenue $ 21z $ 12¢
Expenses and other income, r
Operating expenss 78 86
Reduction of carrying value of oil and gas pros — 10¢
Other income (3 D
Total expenses and other income, 75 194
Earnings (loss) before income ta 137 (66)
Income tax expens 19 11
Earnings (loss) from discontinued operati $ 11€ $ @

Earnings increased $195 million in the fitgiee months of 2010 primarily as a result of tweides. First, operating revenues increased
largely due to a 79% increase in the price real@medur production, which was driven by an incréasgrude oil index prices.

Also, earnings increased $109 million due@62reductions of the carrying values of our oill gas properties, which primarily related to
Brazil. The Brazilian reduction resulted largelgrfr an exploratory well drilled at the BM-BAR-3 blom the offshore Barreirinhas Basin.
After drilling this well in the first quarter of 28, we concluded that the well did not have adexjtederves for commercial viability. As a
result, the seismic, leasehold and drilling costoaiated with this well contributed to the redoctrecognized in the first quarter of 2009.
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Capital Resources, Uses and Liquidity

The following discussion of capital resouraes liquidity should be read in conjunction witke tbonsolidated statements of cash flows
included in Part I, Item 1.

Sources and Uses of Ca

Three Months Ended March 31

2010 2009
(In millions)
Sources of cash and cash equivale
Operating cash flov- continuing operation $ 1,341 $ 1,01(
Commercial paper borrowing — 894
Debt issuance, net of commercial paper repayn — 182
Divestitures of property and equipmg 1,257 1
Stock option exercise 8 4
Redemptions of lor-term investment 8 2
Other 3 2
Total sources of cash and cash equivalen 2,617 2,09t
Uses of cash and cash equivale
Capital expenditure (1,247 (1,92¢)
Commercial paper repaymel (1,192 —
Debt repayment — D
Dividends (72) (70
Total uses of cash and cash equivaler (2,51 (1,999
Increase from continuing operatic 10€ 98
Increase (decrease) from discontinued opera 47 (70
Effect of foreign exchange rat 18 (11)
Net increase in cash and cash equivalents $ 171 $ 17
Cash and cash equivalents at end of peric $ 1,182 $ 401

Operating Cash Flow — Continuing Operations

Net cash provided by operating activities €ming cash flow”) continued to be a significantice of capital and liquidity in the first
three months of 2010. Changes in operating caghdle largely due to the same factors that affacnet earnings, with the exception of
those earnings changes due to noncash expenseasDEM&A, property impairments, financial instrunbéair value changes and deferred
income taxes. Our operating cash flow increasedosppately 33% in 2010 primarily due to the incre&s revenues as discussed in the
“Results of Operations” section of this report.

During the first three months of 2010, ourmgieg cash flow was sufficient to fund our cashmants for capital expenditures. During the
first three months of 2009, our operating cash flomded approximately half of our cash paymentsapital expenditures. Commercial pe
and other borrowings were used to fund the remaiatieur cash-based capital expenditures.

Other Sources of Cash — Continuing and DiscontinDpdrations

As needed, we supplement our operating cashdhd available cash by accessing available coediér our credit facilities and
commercial paper program. We may also issue lorg-teebt to supplement our operating cash flow wiiséntaining adequate liquidity
under our credit facilities. Additionally, we magauire short-term investments to maximize our inean available cash balances. As
needed, we reduce such short-term investment edaondurther supplement our operating cash flowarailable cash.

During the first three months of 2010, we sold interests in the Jack, St. Malo and Cascadeetd ertiary projects in the Gulf of Mexic
for $1.3 billion. We used the proceeds from thageslitures to repay commercial paper borrowings.
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In January 2009, we issued $500 million o25% senior unsecured notes due January 15, 201€7&@dmillion of 6.30% senior
unsecured notes due January 15, 2019. The netguiwceceived of $1.187 billion, after discounts esdance costs, were used primarily to
repay our $1.0 billion of outstanding commercigb@aas of December 31, 2008.

Subsequent to the $1.0 billion commercial pagpayment in January 2009, we utilized additiarmhmercial paper borrowings of
$894 million to fund capital expenditures.

Capital Expenditures

Our capital expenditures are presented by mggbic area and type in the following table. Theoants in the table reflect cash payments
for capital expenditures, including cash paid fapital expenditures incurred in prior quarters. i@gxpenditures actually incurred during
the first three months of 2010 and 2009 were apprately $1.6 billion and $1.5 billion, respectively

Three Months Ended March 31

2010 2009
(In millions)
U.S. Onshort $ 627 $ 1,107
Canade 377 327
North American Onshor 1,004 1,43¢
U.S. Offshore 12€ 33z
Total exploration and developme 1,13(C 1,765
Midstream 48 12¢
Other 69 31
Total continuing operatior $ 1,247 $ 1,92¢

Our capital expenditures consist of amouritged to our oil and gas exploration and develogresrrations, our midstream operations
and other corporate activities. The vast majorftgur capital expenditures are for the acquisitidnilling or development of oil and gas
properties, which totaled $1.1 billion and $1.8itil in the first three months of 2010 and 2008pextively. The decrease in exploration and
development capital spending in the first three thewf 2010 was primarily due to reduced drilliragidties. Compared to the first quarter of
2009, we reduced drilling in response to lower cardity prices that were negatively impacting ourmagieg cash flow. With rising oil prices
and proceeds from our offshore divestiture prognamare increasing drilling to grow production as@ur North American Onshore
portfolio of properties.

Capital expenditures for our midstream operetiare primarily for the construction and expamsibnatural gas processing plants, natural
gas pipeline systems and oil pipelines. Our midstreapital expenditures are largely impacted bywd gas drilling activities. Therefore, the
reduction in development drilling also decreasedstneam capital activities.

Net Repayments of De

During the first three months of 2010, we id@&l.2 billion of commercial paper borrowings pariy with proceeds received from Gulf
of Mexico property divestitures.

Dividends

Our common stock dividends were $72 milliod &70 million (quarterly rates of $0.16 per shanghe first three months of 2010 and
2009, respectively.

Liquidity

Our primary source of capital and liquidityshHastorically been our operating cash flow. Adatiglly, we maintain revolving lines of cre
and a commercial paper program, which can be aedessneeded to supplement operating cash flover@thailable sources of capital and
liquidity include equity and debt securities thahde issued pursuant to our automatically effectivelf registration statement filed with the

SEC. We estimate these capital resources andihstiure proceeds discussed below will providdicient liquidity to fund our planned
uses of capital. The following sections discussnglea to our liquidity subsequent to filing our 2088nual Report on Form 10-K.
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Operating Cash Flow

Our operating cash flow increased approxiryat8Pb to $1.5 billion in the first three months26f10. We expect operating cash flow to
continue to be our primary source of liquidity. Qugerating cash flow is sensitive to many variaktles most volatile of which is pricing of
the oil, natural gas and NGLs produced. To mitigatae of the risk inherent in prices, we haveaddivarious price collars to set minimum
and maximum prices on a portion of our productide have also utilized various price swap contrants fixed-price physical delivery
contracts to fix the price of a portion of our ftgwnatural gas production. As of March 31, 201@rapimately 56% of our estimated 2010
natural gas production and 69% of our estimateg@roitluction are subject to either price collarsagsvor fixed-price contracts.

Offshore Divestitures

During 2010, another major source of liquidityl be proceeds generated from divestitures afaftshore assets. During the first quarter
of 2010, we made significant progress toward cotigrieof our offshore divestiture program. In thisfiquarter of 2010, we closed the
divestitures of our interests in the Jack, St. Mald Cascade Lower Tertiary projects in the deegw@ulf of Mexico for $1.3 billion
($1.1 billion after taxes).

In March 2010, we announced that we had editiete agreements to sell all of our remaining s#ethe deepwater Gulf of Mexico,
Brazil and Azerbaijan to BP for $7.0 billion. Inditlon, BP will assume our leases of the Seadriéisi\Sirius and Transocean Deepwater
Discovery drilling rigs for the duration of the doact terms. We closed the deepwater Gulf of Mexiansaction in April 2010. We expect to
close the Azerbaijan and Brazil transactions befloeeend of 2010.

In April 2010, we announced that we had emtéméo an agreement to sell all our shallow-watealf & Mexico assets for $1.05 billion
(approximately $840 million after taxes). We expectlose this transaction in the second quart@0dD.

Also in April 2010, we announced that we hatkeed into an agreement to sell our producing Bdieyd located offshore China for
$515 million (approximately $370 million after taeWe expect to close this transaction in the seécmarter of 2010.

Through April 2010, we have completely exited deepwater Gulf of Mexico and announced diwg®titransactions with proceeds that
total $9.9 billion before taxes. Once all divesttassets are sold, we estimate total pre-tax pdsceill exceed $10 billion and the after-tax
proceeds will be approximately $8 billion. We expiecuse the offshore divestiture proceeds to redlabt, fund North American Onshore
opportunities and repurchase shares of our commook.s

Credit Availability

In early May 2010, we cancelled our Short-T&radit Facility prior to its November 2, 2010 mdlyidate. We incurred no cost to cancel
the facility and will avoid paying the facility febat pertains to the cancellation period. As ofyMa2010, excluding the Short-Term Credit
Facility, we had $2.6 billion of available capaadityder our Senior Credit Facility that can be usesupplement our operating cash flow and
available cash to fund our capital expenditures@hdr commitments. The following schedule sumnearithe capacity of our Senior Credit
Facility by maturity date, as well as our availatdgacity as of May 3, 2010 (in millions).

Senior Credit Facility

April 7, 2012 maturity $ 50C

April 7, 2013 maturity 2,15(
Total Senior Credit Facilit 2,65(
Less:

Outstanding credit facility borrowing —
Outstanding commercial paper borrowit —
Outstanding letters of crec 8

Total available capacit $ 2,562

(o]

The credit facility contains only one matefiabncial covenant. This covenant requires us &ntain a ratio of total funded debt to total
capitalization, as defined in the credit agreemeiho more than 65%. As of March 31, 2010, we wereompliance with this covenant. Our
debt-to-capitalization ratio at March 31, 2010¢cakulated pursuant to the terms of the agreemeas,17.1%.
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In early May 2010, we reduced the maximumvedld borrowings under our commercial paper prognam f$2.85 billion to approximate
$2.2 billion.

Contractual Obligations

At the end of 2009, our commitments includédidbillion that related to long-term contracts floree deepwater drilling rigs. This total
includes $1.2 billion related to two contracts thdt be assumed by BP when the associated divestttansactions close.

At the end of 2009, our commitments also idelli $0.4 billion that related to leases of floatipgpduction, storage and offloading facilit
being used in the Gulf of Mexico, Brazil and Chiaur commitments for these leases will be assumatidobuyers of our assets in these
locations when the associated divestiture trarmsasitlose.

Common Share Repurchase Program

As a result of the success we have experiewdtdur offshore divestiture program, we annouhaeshare repurchase program in early
May 2010. The program authorizes the repurchasg@ ¢b $3.5 billion of our common shares.

Iltem 3. Quantitative and Qualitative Disclosures About MakRisk

Commodity Price Risk

The key terms to all our oil and gas derivafimmancial instruments as of March 31, 2010 aes@nted in the following tables.

2010 Gas Price Swap

Weighted
Volume Average Price
Period (MMBtu/d) ($/MMBtu)
Second quarte 1,342,47. $ 6.04
Third quartel 1,265,00! $ 6.1¢
Fourth quarte 1,265,00! $ 6.1¢
April — Decembel 1,290,633 $ 6.1z
2010 Gas Price Collars
Floor Price Ceiling Price
Weighted Weighted
Volume Floor Range Average Price Ceiling Range Average Price
Period (MMBtu/d) ($/MMBLu) ($/MMBLu) ($/MMBLu) ($/MMBLu)
April — Decembe 95,00  $5.50-$5.5C $ 5.5 $6.80- $7.1C $ 6.94

2010 Gas Basis Swaps
Weighted Average
Differential to

Volume Henry Hub

Period Index (MMBtu/d) ($/MMBtu)
April — Decembe AECO 150,00( $ 0.3¢
April — Decembel CIG 70,00( $ 0.37

2010 Oil Price Collars
Floor Price Ceiling Price
Weighted Weighted

Volume Floor Range Average Price Ceiling Range Average Price

Period (Bbls/d) ($/Bbl) ($/Bbl) ($/Bbl) ($/Bbl)
April — Decembe! 79,00C $65.00-%70.0C $ 67.41 $90.35-$103.3C $ 96.4¢
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2011 Qil Price Collars

Floor Price Ceiling Price
Weighted Weighted
Volume Floor Range Average Price Ceiling Range Average Price
Period (Bbls/d) ($/Bbl) ($/Bbl) ($/Bbl) ($/Bbl)
Total year 3,00C $75.00- $75.0¢ $ 75.0C $105.00- $105.7F $  105.5(

The fair values of our gas price swaps anthrbnd oil collars are largely determined byreates of the forward curves of relevant oil
and gas price indexes. At March 31, 2010, a 10%eas® in the forward curves associated with oupgae swaps and collars would have
decreased the fair value of such instruments bycspately $159 million. A 10% increase in the f@md curves associated with our oil
collars would have decreased the fair value of sustiuments by approximately $75 million.

Interest Rate Risk

At March 31, 2010, we had debt outstanding@1 billion. Of this amount, $5.9 billion bearsdrest at fixed rates averaging 7.2%.
Additionally, we had $0.2 billion of outstandingmmercial paper, bearing interest at floating ratkich averaged 0.22%.

The key terms of our interest rate derivafimancial instruments as of March 31, 2010 areqmé=d in the following tables.

Fixed-to-Floating Swaps

Fixed Rate Variable
Notional Received Rate Paid Expiration
(In millions)
$ 30C 4.3(% Six month LIBOR July 18, 2011
10C 1.9(% Federal funds rat August 3, 201
50C 3.9(% Federal funds rat July 18, 201:
25C 3.85% Federal funds rat July 22, 201z
$ 1,15C 3.82%
Forward Starting Swaps
Fixed Rate Variable
Notional Paid Rate Receivec Expiration
(In millions)
$ 70C 3.9%% Three month LIBOF September 30, 20.

The fair values of our interest rate instrutseare largely determined by estimates of the fodvearves of the Federal Funds Rate and
LIBOR. At March 31, 2010, a 10% increase in thesgvérd curves would have increased the fair vafumuo interest rate swaps by
approximately $50 million.

Foreign Currency Risk

Our net assets, net earnings and cash flaws dur Canadian subsidiaries are based on theddligr equivalent of such amounts
measured in the Canadian dollar functional curreAsgets and liabilities of the Canadian subsid&adre translated to U.S. dollars using the
applicable exchange rate as of the end of a reygppieriod. Revenues, expenses and cash flow arglatad using the average exchange rate
during the reporting period. A 10% unfavorable a&ain the Canadian-to-U.S. dollar exchange rateldvwoot materially impact our
March 31, 2010 balance sheet.

Item 4. Controls and Procedure

Disclosure Controls and Procedures

We have established disclosure controls aadgaiures to ensure that material information magetd Devon, including its consolidated
subsidiaries, is made known to the officers whdifgebevon'’s financial reports and to other membefrsenior management and the Board of
Directors.
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Based on their evaluation, Devon’s principaautive and principal financial officers have clided that Devon'’s disclosure controls and
procedures (as defined in Rules 13a-15(e) and 5%el} linder the Securities Exchange Act of 1934 gweéfective as of March 31, 2010 to
ensure that the information required to be disddseDevon in the reports that it files or subnuitgler the Securities Exchange Act of 19!
recorded, processed, summarized and reported withitime periods specified in the SEC rules amoh$o

Changes in Internal Control Over Financial Reporting

There was no change in Devon'’s internal cémiver financial reporting during the first quartgr2010 that has materially affected, or is
reasonably likely to materially affect, Devon’sdémal control over financial reporting.
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PART II. Other Information

Item 1. Legal Proceeding
There have been no material changes to theniation included in Iltem 3. “Legal Proceedingsbir 2009 Annual Report on Form 10-K.

Iltem 1A. Risk Factors

There have been no material changes to tbeniation included in Item 1A. “Risk Factors” in c2009 Annual Report on Form 10-K.

Item 2. Unregistered Sales of Equity Securities and UsdPobceed:
None.

Item 3. Defaults Upon Senior Securitie

None.

ltem 5. Other Information

None.

Item 6. Exhibits
(a) Exhibitsrequired by Item 601 of Regulation S-K are as folio

l&émggr Description
31.1 Certification of principal executive officer pursuao Section 302 of the Sarba-Oxley Act of 2002
31.2 Certification of principal financial officer pursofto Section 302 of the Sarba-Oxley Act of 2002
32.1 Certification of principal executive officer pursitao Section 906 of the Sarba-Oxley Act of 2002
32.2 Certification of principal financial officer pursoato Section 906 of the Sarba-Oxley Act of 2002

101.INS XBRL Instance Documer

101.SCH XBRL Taxonomy Extension Schema Docum

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docuntr
101.LAB XBRL Taxonomy Extension Labels Linkbase Docurr
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurh
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SIGNATURES

Pursuant to the requirements of the Secuiitiehange Act of 1934, the Registrant has duly edulsis report to be signed on its behalf by
the undersigned thereunto duly authorized.

DEVON ENERGY CORPORATION

Date: May 6, 2010 /s/ Danny J. Heatl
Danny J. Heatly
Senior Vice President — Accounting and
Chief Accounting Office
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INDEX TO EXHIBITS

Exhibit
Number Description
31.1 Certification of principal executive officer pursitao Section 302 of the Sarba-Oxley Act of 2002
31.2 Certification of principal financial officer pursoato Section 302 of the Sarba-Oxley Act of 2002
32.1 Certification of principal executive officer pursuao Section 906 of the Sarba-Oxley Act of 2002
32.2 Certification of principal financial officer pursnofto Section 906 of the Sarba-Oxley Act of 2002
101.INS XBRL Instance Documer
101.SCH XBRL Taxonomy Extension Schema Docum
101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutr
101.LAB XBRL Taxonomy Extension Labels Linkbase Docurr
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent
101.DEF XBRL Taxonomy Extension Definition Linkbase Docurh



Exhibit 31.1

CERTIFICATION PURSUANT TO
RULE 13a-14(a)/15d-14(a),
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, J. Larry Nichols, certify that:
1. I have reviewed this quarterly report omrd 0-Q of Devon Energy Corporation;

2. Based on my knowledge, this report doescantain any untrue statement of a material facoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statetsy and other financial information includedhistreport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officerdal are responsible for establishing and maintgjrdisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and piioes, or caused such disclosure controls and guoes to be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly durihg toeriod in which this report is being prepared;

b) designed such internal control over finahéporting, or caused such internal control diencial reporting to be designed under
our supervision, to provide reasonable assuramgadiang the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeadtepted accounting principles;

c) evaluated the effectiveness of the regissalisclosure controls and procedures and predéntthis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

d) disclosed in this report any change inrbggstrant’s internal control over financial repogt that occurred during the registranthos
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thatnhaterially affected, or is reasonably likely
to materially affect, the registrant’s internal tohover financial reporting; and

5. The registrant’s other certifying officardal have disclosed, based on our most recent atiafuof internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a) all significant deficiencies and materiaaknesses in the design or operation of internatabover financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, thabimes management or other employees who havendisant role in the registrant’s
internal control over financial reporting.

Date: May 5, 2010

/s/ J. Larry Nichols
J. Larry Nichols
Chief Executive Office




Exhibit 31.Z

CERTIFICATION PURSUANT TO
RULE 13a-14(a)/15d-14(a),
AS ADOPTED PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Jeffrey A. Agosta, certify that:
1. I have reviewed this quarterly report omrd 0-Q of Devon Energy Corporation;

2. Based on my knowledge, this report doescantain any untrue statement of a material facoit to state a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nistatdisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statetsy and other financial information includedhistreport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officerdal are responsible for establishing and maintgjrdisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

a) designed such disclosure controls and piioes, or caused such disclosure controls and guoes to be designed under our
supervision, to ensure that material informatidatmeg to the registrant, including its consolidhsubsidiaries, is made known to us by
others within those entities, particularly durihg toeriod in which this report is being prepared;

b) designed such internal control over finahéporting, or caused such internal control diencial reporting to be designed under
our supervision, to provide reasonable assuramgadiang the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeadtepted accounting principles;

c) evaluated the effectiveness of the regissalisclosure controls and procedures and predéntthis report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psint based on such evaluation; and

d) disclosed in this report any change inrbggstrant’s internal control over financial repogt that occurred during the registranthos
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thatnhaterially affected, or is reasonably likely
to materially affect, the registrant’s internal tohover financial reporting; and

5. The registrant’s other certifying officardal have disclosed, based on our most recent atiafuof internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of registrant’s board of directors p@rsons performing the equivalent
functions):

a) all significant deficiencies and materiaaknesses in the design or operation of internatabover financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

b) any fraud, whether or not material, thabimes management or other employees who havendisant role in the registrant’s
internal control over financial reporting.

Date: May 5, 2010

/sl Jeffrey A. Agost
Jeffrey A. Agosta
Chief Financial Officel




Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Report of Devon Energy Cogtion (“Devon”) on Form 10-Q for the period endddrch 31, 2010 as filed with the
Securities and Exchange Commission on the date@h@he “Report”),l, J. Larry Nichols, Chief Executive Officer of Daw, certify, pursual
to 18 U.S.C. § 1350, as adopted pursuant to § 8f@edarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementseétion 13(a) or 15(d) of the Securities Exchangeof 1934; anc

(2) The information contained in the Reportljapresents, in all material respects, the finahcondition and results of operations of
Devon.

/sl J. Larry Nichols

J. Larry Nichols

Chief Executive Officer
May 5, 2010




Exhibit 32.

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Report of Devon Energy Cogtion (“Devon”) on Form 10-Q for the period endddrch 31, 2010 as filed with the
Securities and Exchange Commission on the dateh@he “Report”), I, Jeffrey A. Agosta, Chief Fimeial Officer of Devon, certify,
pursuant to 18 U.S.C. § 1350, as adopted pursad906 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirementseéttion 13(a) or 15(d) of the Securities Exchangeof 1934; anc

(2) The information contained in the Reportljapresents, in all material respects, the finahcondition and results of operations of
Devon.

/sl Jeffrey A. Agost
Jeffrey A. Agosta
Chief Financial Officer
May 5, 2010




