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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 September 30, 2011
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 cegrt
Delaware 73-1567067
(State of other jurisdiction of incorporation organization) (I.R.S. Employer identification N¢
20 North Broadway, Oklahoma City, Oklahoma 73102-8260
(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 registtaphhas filed all reports required to be filed bgcon 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 pastlags. 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 fis$ No O

Indicate by check mark whether the registiquat large accelerated filer, an accelerated f#etpn-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.

Large accelerated filev] Accelerated file™d Non-accelerated fileO Smaller reporting compar
(Do not check if a smaller reporting compe

Indicate by check mark whether the registimat shell company (as defined in Rule 12b-2 offtkehange Act). YeEl No ™
On October 21, 2011, 403.9 million sharesashmon stock were outstanding.




DEVON ENERGY CORPORATION

For the Quarterly Period Ended September 30, 2011

Definitions

Information Regarding Forward -Looking Statements

Part I. Financial Information
Iltem 1. Consolidated Financial Stateme
Consolidated Balance She:
Consolidated Statements of Operati

Consolidated Statements of Comprehensive Eari

Consolidated Statements of Stockhol’ Equity
Consolidated Statements of Cash Flt
Notes to Consolidated Financial Stateme

FORM 10-Q

INDEX

Item 2. Manageme’s Discussion and Analysis of Financial Conditiod &esults of Operatior
ltem 3. Quantitative and Qualitative DisclosureoAbMarket Risk

Iltem 4. Controls and Procedul

Part Il. Other Information
Item 1. Legal Proceedin(
Iltem 1A. Risk Factor

Item 2. Unregistered Sales of Equity Securities ldrad of Proceec

Item 3. Defaults Upon SeniSecurities
Item 5. Other Informatiol
Item 6. Exhibits

Signatures
EX-31.1
EX-31.2
EX-32.1
EX-32.2
EX-101 INSTANCE DOCUMENT
EX-101 SCHEMA DOCUMENT
EX-101 CALCULATION LINKBASE DOCUMENT
EX-101 LABELS LINKBASE DOCUMENT

EX-101 PRESENTATION LINKBASE DOCUMEN"

EX-101 DEFINITION LINKBASE DOCUMENT

42
42
42
42
42
42

43




Table of Contents

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
“MBBbls/d” means thousand barrels per c
“Mcf” means thousand cubic feet of natural
— “MMcf” means million cubic fee
— “Bcf” means billion cubic fee
— “Bcfe” means billion cubic feet equivalel
—  “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 oiasgroperties located in Cana

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

“North America Onshore” means the operations e¥@ encompassing oil and gas properties in thénetal United States and
Canada

“U.S. Offshor” means the divested operations of Devon that encesepaoil and gas properties in the Gulf of Mex

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

“FASB" means the United States Financial Accounting StaisdBoard

“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 Re

“NYMEX"” means New York Mercantile Exchan
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INFORMATION REGARDING FORWARD-LOOKING STATEMENTS

This report includes “forward-looking staterts®rwithin 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, includwihout 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 forwardooking statements are based on our examinatitnstdrical operating trends, the information useg@repare the December !
2010 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 &wdalooking statements are reasonable,
we can give no assurance that such expectatiohpnaile to have been correct. Important factors coald cause actual results to differ
materially from our expectations include, but ap¢ Iimited to, our assumptions about:

LIS ” o ”ou ”ou ” o

» energy markets, including the supply and demanaif, gas, NGLs and other products or servicesyell as the prices of oil, gas,
NGLs and other products or services, includingardgi pricing differentials

» production levels, including Canadian productiohjeat to government royalties, which fluctuate wgttices and productiol
* reserve levels

* competitive conditions

e technology;

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

« capital expenditure and other contractual obligesj
* currency exchange rate

* the weather

* inflation;

» the availability of goods and servict

e drilling risks;

» future processing volumes and pipeline through

» general economic conditions, whether internatlgnaationally or in the jurisdictions in which we our subsidiaries conduct
business

» public policy and government regulatory changeduding changes in royalty, production tax ancbime tax regimes, changes in
hydraulic fracturing regulation and changes in emvinental laws, regulation and liabilit

e terrorism;
» occurrence of property acquisitions or divestitusssl

» other factors disclosed in Devon’s 2010 Annugb&eon Form 10-K under “Item 1A. Risk Factors |teém 2. Properties,” “Item 7.
Management’s Discussion and Analysis of Financ@hdition and Results of Operations” arittin 7A. Quantitative and Qualitati
Disclosures About Market Ri¢”

All subsequent written and oral forward-loakistatements attributable to Devon, or persons@ain its behalf, are expressly qualified in
their entirety by the cautionary statements. Weragsno 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 Statements

DEVON ENERGY CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

ASSETS
Current asset:

Cash and cash equivalel

Shor-term investment

Accounts receivabl

Current assets held for s:

Other current asse

Total current asse

Property and equipment, at cc
Oil and gas, based on full cost account
Subject to amortizatio
Not subject to amortizatic
Total oil and ga
Other
Total property and equipment, at ¢
Less accumulated depreciation, depletion and anadidin
Property and equipment, r
Goodwill
Long-term assets held for s¢
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 liabilities associated with assets heldsaie
Other current liabilitie
Total current liabilities
Long-term debr
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 1.0dmilshares; issued 408.0 million and
431.9 million shares in 2011 and 2010, respecti
Additional paic-in capital
Retained earning
Accumulated other comprehensive earni
Treasury stock, at cost. 0.8 million and 0.4 millghares in 2011 and 2010, respecti
Total stockholdel equity
Commitments and contingencies (Note
Total liabilities and stockholde’ equity

See accompanying notes to consolidated finanassients.
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September 3C

2011

(Unaudited)
(In millions, except share data)

5,61¢
1,231
1,43(

26
1,302

9,607

59,33!

4,061

63,39:

4,77¢

(45,000

68,17(

23,17(

$

5,951
111
1,02%

39,86¢

1,517
65¢
3,28¢
50
522

6,031

(48

5,96¢
1,46(
2

49¢
4,80¢

41
3,82
15,87(
1,417

21,107

$

39,86¢

December 31
2010

$ 2,86¢
14t

1,202

568

77<

5,55¢

56,01
3,43¢
59,44¢
4,42¢
63,87
(44,229
19,65:
6,08(
85¢
781

$ 32,92

$ 1,411
53¢
1,811
30¢
51¢
4,58:
3,81¢
1,42t
26
1,067
2,75¢€

43
5,601
11,88:
1,76(

(33
19,25:

$ 32,927
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DEVON ENERGY CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS

Revenues
Qill, gas and NGL sale
Oil, gas and NGL derivative
Marketing and midstream revent
Total revenue
Expenses and other, n
Lease operating expens
Taxes other than income tax
Marketing and midstream operating costs and exj«
Depreciation, depletion and amortization of oil @& propertie
Depreciation and amortization of r-oil and gas propertie
Accretion of asset retirement obligatic
General and administrative expen
Restructuring cost
Interest expens
Interes-rate and other financial instrumei
Other, ne
Total expenses and other, |
Earnings from continuing operations before income$
Income tax expense (benefi
Current
Deferred
Total income tax expent
Earnings from continuing operatio
Discontinued operation
Earnings (loss) from discontinued operations beilaceme taxe:
Discontinued operations income tax expense (bét
Earnings (loss) from discontinued operati
Net earning:

Basic net earnings per sha
Basic earnings from continuing operations per s
Basic earnings from discontinued operations peres

Basic net earnings per shi

Diluted net earnings per sha
Diluted earnings from continuing operations persl
Diluted earnings from discontinued operations fhere
Diluted net earnings per she

Three Months Ended
September 30

2010

(Unaudited)
(In millions, except per share amounts

$ 1,68
20¢

461
2,35¢

41%
95
33¢€
397
66
21
131
63
83
56

L

1,654
69¢

(310)

58C
27C
42¢

1,71C
49

4
B
\'
128)

See accompanying notes to consolidated finanassients.
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Nine Months Ended
September 30

2
:

3

%}

2010

$ 5,53t
874
1,39¢
7,80¢

1,271
28¢
1,01z
1,24¢
192
71
39¢
55
28C
121

3
4,90t
2,90(

Y

~—

69¢€
34¢

1,04¢
1,85¢




Table of Contents

DEVON ENERGY CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF COMPREHENSIVE EARNINGS

Three Months Ended Nine Months Ended
September 30 September 30
2011 2010 2011 2010
(Unaudited)
(In millions)
Net earning: $ 1,03¢ $ 2,09C $ 4,197 $ 3,98¢
Foreign currency translatio
Change in cumulative translation adjustm (644) 228 (382 11¢
Foreign currency translation income tax benefipénse’ 29 (12 17 )
Foreign currency translation tof (615 211 (365 112
Pension and postretirement benefit plé
Recognition of net actuarial loss and prior sengast in earning 9 8 26 24
Pension and postretirement benefit plans incomestaense 3 3 9 9
Pension and postretirement benefit plans 6 5 17 15
Other comprehensive (loss) earnings, net o (609 21€ (349 127
Comprehensive earnin: $ 42¢ $ 2,30¢ $ 3,84¢ $ 4,11¢

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)
Nine Months Ende
September 30, 201
Balance as of December 31,

2010 432 $ 43 $ 5,601 $11,88: $ 1,76(C $ (39 $ 19,25!
Net earning: — — — 4,19 — — 4,19
Other comprehensive

(loss) earnings, net of t: — — — — (348 — (34¢)
Stock option exercise 2 — 101 — — — 101
Common stock repurchas — — — — — (2,009 (2,009
Common stock retire (26) 2 (1,99)) — — 1,99: —
Common stock dividenc — — — (209) — — (209)
Shar-based compensatic — — 10t — — — 10%
Share-based compensation

tax benefits — — 11 — — — 11
Balance as of September 3

2011 40¢ $ 41 $ 3,82i $15,87( $ 1,412 $ (498 $ 21,100

Nine Months Ende
September 30, 201
Balance as of December 3:

2009 447 $ 45 $ 6,527 $ 7,618 $ 1,38¢ $ — $ 15,57(
Net earning: — — — 3,98¢ — — 3,98¢
Other comprehensive

earnings, net of ta — — — — 127 — 127
Stock option exercise — — 18 — — — 18
Common stock repurchas — — — — — (950) (950
Common stock retire (15) 2 (947 — — 943 —
Common stock dividenc — — — (211) — — (211)
Shar+-based compensatic — — 10z — — — 10z
Share-based compensatior

tax benefits — — 7 — — — 7
Balance as of September 30,

2010 432 $ 43 $ 5,71« $11,39( $ 1,517 $ (O $ 18,65:

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

Cash flows from operating activitie
Net earning:
Earnings from discontinued operations, net of

Adjustments to reconcile earnings from continuipgmtions to net cash provided by operating acti

Depreciation, depletion and amortizati

Deferred income tax expen

Unrealized change in fair value of financial instients

Other noncash charg

Net (increase) decrease in working caf

Decrease in lor-term other asse

(Decrease) increase in Ic-term other liabilities
Cash from operating activiti— continuing operation
Cash from operating activiti— discontinued operatior
Net cash from operating activiti

Cash flows from investing activitie
Capital expenditure
Proceeds from property and equipment divestit
Purchases of shi-term investment
Redemptions of shc-term investment
Redemptions of lor-term investment
Other
Cash from investing activitie— continuing operation
Cash from investing activitie— discontinued operatior
Net cash from investing activitie

Cash flows from financing activitie
Net commercial paper borrowings (repayme
Proceeds from borrowings of lc-term debt, net of issuance ca
Debt repayment
Proceeds from stock option exerci:
Repurchases of common stc
Dividends paid on common sto
Excess tax benefits related to sl-based compensatic
Net cash from financing activitie
Effect of exchange rate changes on ¢
Net increase in cash and cash equival
Cash and cash equivalents at beginning of perradu@ing cast
related to assets held for se
Cash and cash equivalents at end of period (inotudash relate
to assets held for sal

See accompanying notes to consolidated financigdsients.
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Nine Months
Ended September 30
2011 2010

(Unaudited)

(In millions)
$ 4,197 $ 3,98¢
(2,589 (2,139
1,622 1,441
2,18¢ 34¢
(661) (136)
18t 154
(30€) 164
51 28
(459 57
4,22 3,917
(13 324
4,214 4,23¢
(5,515 (4,799
13 4,131
(5,759 —
4,66¢ —
10 20
(39 (13
(6,61)) (65E
3,162 2,29¢
(3,449 1,64:
3,19¢ (1,437)
2,221 —
(1,760) (350)
101 18
(1,987 (92¢
(20¢ (211)
11 7
1,573 (2,899
(10 5
2,32¢ 2,98i
3,29( 1,011
$ 5,61¢ $ 3,99¢




Table of Contents

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 2010 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 DeVimiaincial position as of September 30, 2011 aedoD’s results of operations and cash
flows for the three-month and nine-month perioddeshnSeptember 30, 2011 and 2010.

Recently Issued Accounting Standards Not Yet Adok

In May 2011, the FASB issued Accounting StadddJpdate 2011-0/Amendments to Achieve Common Fair Value Measureanent
Disclosure Requirements in U.S. GAAP and II. This update does not require additional fair galueasurements and is not intended to
establish valuation standards or affect valuati@tiices outside of financial reporting. Howeverginning in Devon’s 2011 Annual Report
on Form 10-K, this update will require certain dildfial disclosures related to Devon'’s fair valueasw@ements. Devon does not expect the
adoption of this update will materially impact fisancial statement disclosures.

In June 2011, the FASB issued Accounting StashelUpdate 2011-0Presentation of Comprehensive InconBeginning in Devon’s
2011 Annual Report on Form X)-this update will give Devon the option to pressere total of comprehensive income, the componehite:
income and the components of other comprehensogTia either in a single continuous statement ofpzeirensive income or in two
separate but consecutive statements. Devon hatetestnined which presentation option it will chobs# does not expect its selection to
materially impact the presentation of its finang&ltements.

In September 2011, the FASB issued Accourfiitagndards Update 2011-08tangibles — Goodwill and Other (Topic 350): Tegti
Goodwill for Impairment This update permits an entity to make a qualitatissessment of whether it is more likely thantinat a reporting
unit’s fair value is less than its carrying amobefore applying the two-step goodwill impairmergttéAn entity is not required to calculate
the fair value of a reporting unit unless the grdigtermines that it is more likely than not thatfair value is less than its carrying amount.
Devon will adopt the provisions for this updatétgiannual impairment test as of October 31, 20EVon does not expect the adoption of
update will impact its goodwill value.

2. Short-Term Investments

Devon periodically invests excess cash in UrBasuries, commercial paper and other marketaderities with original maturities
exceeding three months. Such securities are pegbastshort-term investments in the accompanyingadmated balance sheets.

During the first nine months of 2011, Devowdsted a portion of the International offshore dtitare proceeds it had received, causing
short-term investments to increase. The carryigevaf these investments approximates their fdire/aAs of September 30, 2011, the
average remaining maturity of our short-term inmestts was 97 days, with a weighted average yie@2percent.

10
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DEVON ENERGY CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Conti nued)
(Unaudited)

3. Accounts Receivable

The components of accounts receivable inctbddollowing:

September 30, 201 December 31, 201

(In millions)
Oil, gas and NGL sale $ 81¢ $ 78€
Joint interest billing: 26¢ 204
Marketing and midstream revent 18t 16&
Other 16€ 57
Gross accounts receivat 1,43¢ 1,212
Allowance for doubtful accoun (9) (10
Net accounts receivah $ 1430 $ 1,207

4. Derivative Financial Instruments
Objectives and Strategies

Devon periodically enters into derivative fiigal instruments to manage its exposure to markies, such as changes in commaodity pri
interest rates and currency exchange rates. Deves bt hold or issue derivative financial instratsdor speculative trading purposes and
has elected not to designate any of its derivatigguments for hedge accounting treatment.

Devon’s commodity derivative financial instramnis include financial price swaps, basis swapst]exs price collars and call options.
Under the terms of the price swaps, Devon receividsed price for its production and pays a vaaflarket price to the contract
counterparty. For the basis swaps, Devon receiViged differential between two regional gas ingeices and pays a variable differential on
the same two index prices to the contract countgrpahe price collars set a floor and ceiling prfor the hedged production. If the
applicable monthly price indices are outside ofréneges set by the floor and ceiling prices inwagous collars, Devon will cash-settle the
difference with the counterparty to the collarsdenthe terms of the call options, Devon sold torterparties the right to purchase
production at a predetermined price.

Devon'’s interest rate swaps include contractghich Devon receives a fixed rate and pays &b rate on a total notional amount.

Devon's foreign currency contracts includexfard contracts that hedge certain monetary assetginated in Canadian dollars.

Credit Risk

Through its derivative financial instrumerid®von exposes itself to credit risk, which arisesf the failure of the counterparty to perform
under the terms of the derivative contract. Toguait# this risk, the hedging instruments are plagéiua number of counterparties whom
Devon believes are minimal credit risks. It is De\gopolicy to enter into derivative contracts onlith investment grade rated counterparties
deemed by management to be competent and compaetitvket makers. Additionally, Devon’s derivatiantracts generally require cash
collateral to be posted if either its or the coupdety’s credit rating falls below investment grad@e mark-to-market exposure threshold,
above which collateral must be posted, decreastteatebt rating falls further below investmentdgaSuch thresholds generally range from
zero to $55 million for the majority of Devon’s doscts. As of September 30, 2011, the credit ratwfgall Devon’s counterparties were
investment grade.

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

Commodity Derivatives

As of September 30, 2011, Devon had the fallgvopen oil derivative positions. Devon’s oil dexiives settle against the average of the
prompt month NYMEX West Texas Intermediate futysese.

Production
Period Price Swaps Price Collars Call Options Sold
Weighted Weighted Weighted Weighted

Volume Average Price Volume Average Floor Price Average Ceiling Price Volume Average Price

Period (Bbls/d) ($/Bbl) (Bbls/d) ($/Bbl) ($/Bbl) (Bbls/d) ($/Bbl)
Q4 2011 — — 45,000 $ 75.0C $ 108.8¢ 19,50C $ 95.0(
Q1-Q4 2012 22,00 $ 107.1% 54,000 $ 85.7¢ $ 126.4: 19,50C $ 95.0(C
Q1-Q4 2013 — — 7,00 $ 90.0( $ 125.1: — —

As of September 30, 2011, Devon had the fallgvopen natural gas derivative positions. Degardtural gas derivative swaps, collars
call options settle against the Inside FERC fifghe month Henry Hub index.

Production
Period Price Swaps Price Collars Call Options Sold
Weighted Weighted Weighted Weighted
Volume Average Price Volume Average Floor Price  Average Ceiling Price Volume Average Price
Period (MMBtu/d) ($/MMBtu) (MMBtu/d) ($/MMBtu) ($/MMBtu) (MMBtu/d) ($/MMBtu)
Q4 2011 712,500 $ 5.51 287,93! 4.6€ 5.07 — —
Q1-Q4 2012 325,000 $ 5.0¢ 490,00( 4.7t 5.57 487,50 $ 6.0C
Basis Swaps
Weighted Average
Differential to
Volume Henry Hub
Production Period Index (MMBtu/d) ($/MMBtu)
Q4 2011 Panhandle Eastern Pipeli 150,00( $(0.39)

As of September 30, 2011, Devon had the falhlgvopen NGL derivative positions:

Basis Swap:
Weighted Average
Volume Differential to WTI
Production Period Pay (Bbls/d) ($/Bbl)
Q4 2011 Natural Gasolin 332 $ (9.75)
Q1-Q4 2012 Natural Gasolint 50C $(10.10)
Q1-Q4 2013 Natural Gasolin 50C $ (6.80)

Interest Rate Derivative

As of September 30, 2011, Devon had the fallgvopen interest rate derivative positions:

Fixed-to-Floating Swaps

Fixed Rate Variable
Notional Received Rate Paid Expiration
(In millions)
$10(C 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, 201
$85( 3.65%

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

Foreign Currency Derivative

As of September 30, 2011, Devon had the fallgvopen foreign currency derivative position:

Forward Contract

CAD Fixed Rate
Currency Contract Type Notional Received Expiration
(In millions) (CAD-USD)
Canadian Dolla Sell $30& 0.961¢ December 30, 20:

Financial Statement Presentation

The following table presents the derivativie falues included in the accompanying consolidét@idnce sheets.

Balance Sheet Captior September 30, 201. December 31, 201!
(In millions)
Asset derivatives

Commodity derivative Other current asse $ 67z $ 24¢
Commaodity derivative Other lon¢-term asset 18¢ 1
Interest rate derivative Other current asse 29 10C
Interest rate derivative Other lon¢-term asset 27 40
Total asset derivative $ 91€ $ 38¢

Liability derivatives:
Commodity derivative Other current liabilitie: $ 38 % 50
Commaodity derivative Other lon¢-term liabilities 20 142
Total liability derivatives $ 58 §$ 192

The following table presents the cash settfgmand unrealized gains and losses on fair vdiaeges included in the accompanying
consolidated statements of operations associatidtiése derivative financial instruments. Castesaents and unrealized gains and losses
on fair value changes associated with Devon'’s coditypaerivatives are presented in the “Oil, gas BiG&L derivatives” caption in the
accompanying consolidated statements of operatidash settlements and unrealized gains and losskérwalue changes associated with
Devon'’s interest rate and foreign currency denxggtiare presented in the “Interest-rate and othanéial instruments” caption in the
accompanying consolidated statements of operations.

Three Months Ended Nine Months Ended
September 30 September 30
2011 2010 2011 2010
(In millions)
Cash settlement
Commodity derivative $ 96 $ 232 $ 241 $ 58C
Interest rate derivative 52 17 73 37
Foreign currency derivative 22 — 22 —
Total cash settlemen 17C 24¢ 33€ 617
Unrealized gains (losse:
Commaodity derivative 642 (23 745 294
Interest rate derivative (55 (72) (84) (15¢)
Total unrealized gains (losse 587 (95 661 13€
Net gain (loss) recognized on statement of opara $ 757 $ 154 $ 997 $ 758
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5. Other Current Assets

The components of other current assets indlueléollowing:

September 30, 201 December 31, 201

(In millions)
Derivative financial instrumen $ 701 $ 34¢&
Income taxes receivab 42C 27C
Inventories 98 12C
Other 83 41
Other current asse $ 1,30z $ 77¢

6. Goodwill

During the first nine months of 2011, Devo@anadian goodwill decreased $129 million entirelg tb foreign currency translation.

7. Debt
Credit Lines

Devon has a $2.7 billion syndicated, unsecuegdlving line of credit (the “Senior Credit Fagil). As of September 30, 2011, Devon had
no borrowings under the Senior Credit Facility, isiborrowing capacity was reduced $0.1 billiondugstanding letters of credit.

The Senior Credit Facility contains only onatemial financial covenant. This covenant requideson’s ratio of total funded debt to total
capitalization to be less than 65 percent. Theitaggleement contains definitions of total fundettdand total capitalization that include
adjustments to the respective amounts reportdueicansolidated financial statements. Also, tadgitalization is adjusted to add back
noncash financial writedowns such as full costimgilmpairments or goodwill impairments. As of Sapber 30, 2011, Devon was in
compliance with this covenant. Devon’s debt-to-taljzation ratio at September 30, 2011, as caledlgursuant to the terms of the
agreement, was 22 percent.

2.40% Notes Due July 15, 2016, 4.00% Notes Due Jiy2021 and 5.60% Notes Due July 15, 2041

In July 2011, Devon issued $2.25 billion ofiee notes. The $2.22 billion of net proceeds reegiafter discounts and issuance costs, were
used to repay outstanding commercial paper balaage$ June 30, 2011. These notes are unsecuraghanbordinated obligations of Dew

Commercial Paper

In March 2011, Devon’s Board of Directors authed an increase in its commercial paper program $2.2 billion to $5.0 billion.
Commercial paper debt generally has a maturityedivben 1 and 90 days, although it can have a matfrup to 365 days, and bears interest
at rates agreed to at the time of the borrowing ifkerest rate is based on a standard index suttfedederal Funds Rate, LIBOR, or the
money market rate as found on the commercial peyaeket.

Although Devon ended the third quarter of 204th approximately $6.8 billion of cash and shigntm investments, the vast majority of
this amount consists of proceeds from its Inteomati divestitures. Based on Devon’s evaluatiorutire cash needs across its operations in
the United States and Canada, these proceeds rentside of the United States.

Consequently, subsequent to the commerciampapayment in July 2011 noted above, Devon etllizdditional commercial paper
borrowings primarily to fund debt maturities, capiéxpenditures, common stock repurchases andedfidiglin excess of cash flow generated
by its United States operating activities. As op@enber 30, 2011, Devon’s average borrowing ratiso3.2 billion of commercial paper
borrowings was 0.27 percent. At December 31, 208@0on had no borrowings of commercial paper.
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8. Asset Retirement Obligations

The schedule below summarizes changes in Dewagset retirement obligations.

Nine Months
Ended September 30
2011 2010
(In millions)

Asset retirement obligations as of beginning ofquk $ 1,49 $ 1,51
Liabilities incurred 38 36
Liabilities settlec (56) (94
Revision of estimated obligatic 19 194
Liabilities assumed by othe — (25€)
Accretion expense on discounted obligal 69 71
Foreign currency translatic (42) 10

Asset retirement obligations as of end of pe 1,52¢ 1,47¢

Less current portio 66 80

Asset retirement obligations, lc-term $ 1,46( $ 1,39/

During the first nine months of 2010, Devooagnized a revision to its asset retirement ohbgattotaling $194 million. The increase v
primarily due to an overall increase in abandonngest estimates and a decrease in the discounigatkto calculate the present value of the
obligations.

During the first nine months of 2010, Devodueed its asset retirement obligations by $256ianilfor those obligations that were
assumed by purchasers of Devon’s Gulf of Mexicaoi gas properties in 2010.
9. Retirement Plans
Net Periodic Benefit Cos

The following table presents the componentsatfperiodic benefit cost for Devon’s pension atiter postretirement benefit plans.

Pension Benefits Other Postretirement Benefits
Three Months Nine Months Three Months Nine Months
Ended September 30 Ended September 30 Ended September 30 Ended September 30
2011 2010 2011 2010 2011 2010 2011 2010
(In millions)
Service cos $ 10 $ 9 $ 28 $ 25 $ — $ — $ 1 $ —
Interest cos 15 15 45 43 — 1 1 3
Expected return on plan
assets (11 (20 (32 (28) — — — —
Amortization of prior
service cos 1 — 3 2 — 1 (@D} 1
Net actuarial los 8 7 24 21 — — — —
Net periodic benefit cos $ 23 $ 21 $ 68 $ 63 $ — $ 2 $ 1 $ 4

Pension Plan Asset

Devon previously disclosed in its financiatements for the year ended December 31, 2010it #vgiected to contribute $84 million to
qualified pension plans in 2011. During 2011, Deirmreased its estimated contribution to $446 oiilland has fully funded the contribution
as of September 30, 2011. The increase in DevdIf& 2ontributions is due to increased discretiorianging.

As a result of the discretionary contributiorted above, Devon amended its target allocatioitd pension plan assets in the second
quarter of 2011. Devon previously disclosed a taaflecation of 47.5% for equity securities, 40% figed
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income and 12.5% for other investment types. Devamm expects an allocation of 70% fixed income, 2836ity and 10% for other
investment types for its pension assets.

10. Stockholders’ Equity
Stock Repurchase

During the first nine months of 2011, Devopurechased 26.0 million common shares for $2.0dgillior $76.95 per share, under its
$3.5 billion stock repurchase program announce2Dit0. As of September 30, 2011, Devon had repuech44.3 million common shares for
$3.2 billion, or $72.25 per share, under this paogrwhich expires December 31, 2011.

Dividends

Devon paid common stock dividends of $209iomlland $211 million in the first nine months ofiA0and 2010, respectively. These
amounts reflect quarterly cash dividend rates of&@er share in 2010 and the first quarter of 281d $0.17 per share in the second and
third quarters of 2011.

11. Commitments and Contingencies

Devon is party to various legal actions agsimthe normal course of business. Matters trapasbable of unfavorable outcome to Devon
and which can be reasonably estimated are accBugth. accruals are based on information known abeumatters, 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 although actual amounts coulerdiiaterially from management’s estimate.

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 prodhiaad related parties used below-market pricgsidper deductions, improper
measurement techniques and transactions withaaéfdj which resulted in underpayment of royaltiesannection with natural gas and NGLs
produced and sold from federal and Indian ownecbotrolled lands. Devon does not currently belithat it is subject to material exposure
with respect to such royalty matters.

Environmental Matters

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

Chief Redemption Matters

In 2006, Devon acquired Chief Holdings LLC (fi€f”) from the owners of Chief, including TrevoeBs-Jones, the majority owner of
Chief. In 2008, a former owner of Chief filed aifieh against Rees-Jones, as the former majorityeswf Chief, and Devon, as Chief's
successor pursuant to the 2006 acquisition. THequetlaimed, among other things, violations of fhexas Securities Act, fraud and breax
of Rees-Jones’ fiduciary responsibility to the femowner in connection with Chief's 2004 redemptidnthe owner’s minority ownership
stake in Chief.

On June 20, 2011, a court issued a judgmearihsigRees-Jones for $196 million, of which $138iom of the judgment was also issued
against Devon. Both Rees-Jones and Devon are appéa judgment. However, if the appeal is unsasfié, Devon can and will seek full
payment of the judgment and any related interestscand expenses from Rees-Jones pursuant tastingindemnification agreement
between Rees-Jones, certain other parties and DBewon does not expect to have any net exposuagesult of the judgment. However,
because Devon does not have a legal right of set
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off with respect to the judgment, Devon has recdiidats September 30, 2011 consolidated balaneetdtoth a $133 million liability relatir
to the judgment with an offsetting $133 million eé@ble relating to its right to be indemnified Rges-Jones and certain other parties
pursuant to the indemnification agreement.

Other Matters

Devon is involved in other various routinedégroceedings incidental to its business. HoweteeDevons knowledge, there were no ot
material pending legal proceedings to which Dewoa party or to which any of its property is subjec
Commitments

At the end of 2010, Devon’s commitments ineldépproximately $0.6 billion related to lease cactts for a deepwater drilling rig and a
floating, production, storage and offloading fagilbeing used in Brazil. Devon’s remaining commitrisefor these leases were assumed by
the buyer of its assets upon closing the Braziésliture transaction discussed in Note 15.

12. Fair Value Measurements

Certain of Devon’s assets and liabilities rmmgorted at fair value in the accompanying constdid balance sheets. Such assets and
liabilities include amounts for both financial andn-financial instruments. The following tablesad® carrying value and fair value
measurement information for Devon'’s financial essetd liabilities.

The carrying values of cash, accounts recéyalbher current receivables, accounts payableottmet payables and accrued expenses
included in the accompanying consolidated balaheets approximated fair value at September 30, 20#ilDecember 31, 2010. These
assets and liabilities are not presented in tHeviahg tables.

Fair Value Measurements Using

Carrying Total Fair Level 1 Level 2 Level 3
Amount Value Inputs Inputs Inputs
(In millions)

September 30, 2011 assets (liabiliti¢

Cash equivalent $ 5,161 $ 5,161 $ 1,26: $ 3,89¢ $ —
Shor-term investment $ 1,231 $ 1,231 $ 28¢ $ 942 $ —
Long-term investment $ 84 $ 84 $ — $ — $ 84
Commodity derivative $ 86C $ 86C $ — $ 86C $ —
Commodity derivative $ (59 $ (59 $ — $ (59 $ —
Interest rate derivative $ 56 $ 56 $ — $ 56 $ —
Debt $(9,257) $(10,62) $ — $(10,539) $ (92
Fair Value Measurements Usinc:
Carrying Total Fair Level 1 Level 2 Level 3
Amount Value Inputs Inputs Inputs
(In millions)
December 31, 2010 assets (liabilitie
Cash equivalent $ 2,33t $ 2,35t $ 2,33t $ — $ —
Shor-term investment $ 14t $ 14F $ 14& $ — $ —
Long-term investment $ 9A $ 9 $ — $ — $ 9
Commodity derivative $ 24¢ $ 24c¢ $ — $ 24¢ $ —
Commodity derivative $ (192 $ (192 $ — $ (192 $ —
Interest rate derivative $ 14C $ 14C $ — $ 14C $ —
Debt $ (5,63() $ (6,629 $ — $ (6,48%) $ (149
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Level 1 Fair Value Measurement

Cash equivalents and short-term investmertdmounts consist primarily of United States Treashiilgs. The fair value approximates the
carrying value.
Level 2 Fair Value Measurement

Cash equivalents and short-term investmentdmounts consist primarily of commercial paperastments. The fair value is based upon
guotes from brokers, which generally approximagedhrrying value.

Debt— Devon’s debt instruments do not actively tradarinestablished market. The fair values of itsdixate debt are estimated by
discounting the principal and interest paymentsis available for debt with similar terms andumisit. The fair value of Devon’s variable-
rate commercial paper borrowings is the carryingea

Level 3 Fair Value Measurement

Devon’s Level 3 fair value measurements inetlth the table above relate to certain long-tetvestments and a non-interest bearing
promissory note. Included below is a summary ofdh@&nges in Devor’Level 3 fair value measurements during the firsé months of 201
and 2010.

Nine Months
Ended September 30
2011 2010
(In millions)

Long-term investments balance at beginning of pe $ 94 $ 11f
Redemptions of princip: (10 (20

Long-term investments balance at end of pe $ 84 $ 95

Nine Months
Ended September 30
2011 2010
(In millions)

Debt balance at beginning of peri $ (149 $ —
Issuance of promissory nc — (13¢
Foreign currency translatic 3 (4)
Accretion of promissory not (4) (1)
Redemptions of princip: 53 1

Debt balance at end of peri $ (92 $ (149

13. Restructuring Costs

In the fourth quarter of 2009, Devon announglaths to divest its offshore assets. As of Sepeib, 2011, Devon had divested all of its
U.S. Offshore assets and substantially all ofriternational assets.

Through the end of the third quarter of 20&yon had incurred $202 million of restructuringtsoassociated with these divestitures. This
amount is comprised of $120 million of employeeesance costs, $78 million associated with abandoffezk leases and $4 million of other
miscellaneous costs.
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Financial Statement Presentation
The schedule below summarizes activity andrxs associated with Devon’s restructuring litedi

Continuing Operations Discontinued Operations

Other Other Other Other
Current Long-Term Current Long-Term
Liabilities Liabilities Total Liabilities Liabilities Total
(In millions)

Balance as of December 31, 2( $ 31 $ 51 $ 82 $ 16 $ — $ 16
Cash severance settl (13 — (13 (12 — (12
Cash severance revisi 1 — 1 2 — 2
Lease obligations settle 1) (10 (11) — — —
Lease obligations revisic 1 (6) (5 — — —

Balance as of September 30, 2( $ 19 $ 35 $ 54 $ 2 $ — $ 2

Balance as of December 31, 20 $ 61 $ — $ 61 $ 23 $ — $ 23
Cash severance settl ()] — a7 ©)] — (©)]
Lease obligations incurre 17 53 70 — — —
Cash severance revisi (18 — (18 5 — (5

Balance as of September 30, 2( $ 43 $ 53 $ 96 $ 15 $ = $ 15

The schedule below summarizes the componémnéstucturing costs in the accompanying 2011 201D consolidated statements of
operations.

Three Months Ended September 30, 201 Nine Months Ended September 30, 201

Continuing Discontinuec Continuing Discontinuec
Operations Operations Total Operations Operations Total
(In millions)

Lease obligation $ ©) $ — $ 3 $ ) $ — $
Shar-based award — — — (1) — 1)
Cash severanc — — — 1 2 Q)
Asset impairment — — — 2 — 2
Other — — — 1

Restructuring cost

— 1
$ 3 $ — $ 3 $ 2 $ 2 $ @

Nine Months Ended September 30, 201

Three Months Ended September 30, 201

Continuing Discontinuec Continuing Discontinuec
Operations Operations Total Operations Operations Total
(In millions)
Lease obligation $ 70 $ — $ 70 $ 70 $ — $ 70
Asset impairment 11 — 11 11 — 11
Cash severanc (13 @ (14) (18) (5) (23
Shar-based award (5) 2 @) 9) 3) (12)
Other — — — 1 — 1
Restructuring cost $ 63 $ (3) $ 6C $ 55 $ 8 $ 47

14. Income Taxes

In the second quarter of 2011, a portion ofdes foreign earnings were no longer deemed tpdsenanently reinvested in accordance
with accounting principles generally accepted m thnited States. Accordingly, Devon recognized $T@6on of deferred tax expense and
$19 million of current income tax expense during siecond quarter of 2011 related to assumed rapan$ of such earnings under current
U.S. tax law. These earnings were primarily relatethe gains generated from Devon'’s Internatiaiastiture transactions. Excluding the
$744 million of tax expense, Devon’s effective ineotax rate was 33% in the first nine months 0f1201
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Also, in the second and third quarters of 2@W&von recognized $52 million and $23 million,pestively, of deferred income tax expense
related to assumed repatriations of earnings inrdemce with accounting principles generally acegn the United States. Excluding these
amounts, Devon’s effective income tax rate was 34%e first nine months ended of 2010.

15. Discontinued Operations

In May 2011, Devon completed the divestiturésoperations in Brazil. With the close of theaBil transaction, Devon has substantially
completed its planned offshore divestitures. Inraggte, Devon’s U.S. and International offshoresalave generated total proceeds of $10
billion, or approximately $8 billion after-tax, asaing repatriation of a substantial portion of theeign proceeds under current U.S. tax law.

Revenues related to Deverdiscontinued operations totaled $43 million ia tinst nine months of 2011 and $139 million and $&illion
in the third quarter and first nine months of 203 pectively. Devon did not have revenues relaiéts discontinued operations in the third
quarter of 2011.

Earnings from discontinued operations in 28&d 2010 were largely impacted by gains on Devbii&rnational divestiture transactions.
The following table presents the gains on the dittees according to the quarters in which the sliiteres closed in 2011 and 2010. The after-
tax amounts in the table below exclude income tqense related to assumed repatriations discusdedte 14.

Second Quarter 2011 Third Quarter 2010 Second Quarter 201(
After After After
Gross Taxes Gross Taxes Gross Taxes
(In millions)

Brazil $ 2,54¢€ $ 2,54¢€ $ — $ — $ — $ —
Azerbaijan — — 1,54: 1,52¢ — —
China— Panyu — — — — 30¢ 23t
Other — — (8) (2 — —
Total $ 2,54¢ $ 2,54¢ $ 1,53¢ $ 1,527 $ 30¢ $ 23t

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

September 3C December 31
2011 2010
(In millions)

Cash and cash equivale! $ — $ 424
Accounts receivabl 1 43
Other current asse 25 96
Current assel $ 26 $ 562
Property and equipment, r $ 10& $ 84¢
Other lon¢-term asset 6 11
Long-term asset $ 111 $ 85¢
Accounts payabl $ 13 $ 26(
Other current liabilitie: 37 45
Current liabilities $ 50 $ 30t
Long-term liabilities $ 2 $ 26
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16. Earnings Per Share

The following table reconciles earnings froomtinuing operations and common shares outstandiag in the calculations of basic and
diluted earnings per share.

Earnings
Earnings Common Share: per Share
(In millions, except per share amounts)

Three Months Ended September 30, 2(

Earnings from continuing operatio $ 1,04C 414
Attributable to participating securitit (172) (4)
Basic earnings per she 1,02¢ 41C $ 2.51
Dilutive effect of potential common shares issualgen the exercise of outstanding
stock options — 1
Diluted earnings per sha $ 1,02¢ 411 $ 2.5
Three Months Ended September 30, 2(
Earnings from continuing operatio $ 42¢ 43¢
Attributable to participating securitit (4) (5)
Basic earnings per she 42E 43C $ 0.9¢
Dilutive effect of potential common shares issualfen the exercise of outstanding
stock options — 1
Diluted earnings per sha $ 42t 431 $ 0.9¢
Nine Months Ended September 30, 2C
Earnings from continuing operatio $ 1,61 421
Attributable to participating securitit (16) (4)
Basic earnings per she 1,59 417 $ 3.8¢
Dilutive effect of potential common shares issualgen the exercise of outstanding
stock options — 1
Diluted earnings per sha $ 1,597 41¢ $ 3.82
Nine Months Ended September 30, 2C
Earnings from continuing operatio $ 1,85t 44z
Attributable to participating securitit (22) (5)
Basic earnings per she 1,83¢ 437 $ 4.2
Dilutive effect of potential common shares issualgen the exercise of outstanding
stock options — 2
Diluted earnings per sha $ 1,83/ 43¢ $ 4.1¢

Certain options to purchase shares of Dewooimmon stock are excluded from the dilution dalion because the options are antidilut
During the three-month and nine-month periods ergkatember 30, 2011, 5.3 million shares and 3.llomithares, respectively, were
excluded from the diluted earnings per share catmrs. During the three-month and nine-month pisriended September 30, 2010,

8.6 million shares and 7.9 million shares, respetti were excluded from the diluted earnings [ers calculations.
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17. Segment Information

Devon manages its North American onshore dipaiathrough distinct operating segments, or divis, which are defined primarily by
geographic areas. For financial reporting purpoBespn aggregates its United States divisionsamn reporting segment due to the similar
nature of the businesses. However, Devon’s Canadidrinternational divisions are reported as sépaegorting segments primarily due to
significant differences in the respective regulatenvironments.

U.S. Canada International Total
(In millions)

As of September 30, 2011
Current assets (: $ 2,55¢ $ 7,02t $ 26 $ 9,607
Property and equipment, r 15,63¢ 7,531 — 23,17(
Goodwill 3,04¢ 2,90t — 5,951
Other asset 662 36¢E 111 1,13¢

Total asset $21,90: $17,82¢ $ 137 $39,86¢
Current liabilities $ 5,321 $ 66C $ 50 $ 6,031
Long-term debt 4,73¢ 1,23t — 5,96¢
Asset retirement obligatior 59:¢ 867 — 1,46(C
Other liabilities 42€ 67 2 49t
Deferred income taxe 3,48¢ 1,32: — 4,80¢
Stockholder' equity 7,345 13,67 85 21,10:

Total liabilities and stockholde’ equity $21,90¢ $17,82¢ $ 137 $39,86¢

(1) Current assets in the Canadian segment iac6dL billion of cash, cash equivalents and steorty investments that were generated
from Devon’s International offshore divestiture gram and have not been repatriated to the UnitaS&tAccordingly, no current
United States income taxes have been recordeddopahese amount
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U.S. Canada Total
(In millions)
Three Months Ended September 30, 2011:
Revenues
Oil, gas and NGL sale $ 1,40¢ $ 705 $ 2,111
Oil, gas and NGL derivative 73€ — 73€
Marketing and midstream revent 58€ 67 652
Total revenue 2,73( 772 3,502
Expenses and other, n
Lease operating expens 23€ 23¢ 47¢
Taxes other than income tax 96 12 10€
Marketing and midstream operating costs and ex 457 58 51k
Depreciation, depletion and amortization of oil @a$ propertie 302 20z 504
Depreciation and amortization of r-oil and gas propertie 57 5 62
Accretion of asset retirement obligatic 9 14 23
General and administrative expen 99 39 13¢
Restructuring cosl 3 — (©))
Interest expens 60 44 104
Interes-rate and other financial instrumel 38 2 40
Other, ne’ — (2 (2
Total expenses and other, | 1,351 613 1,96/
Earnings from continuing operations before income$ 1,37¢ 15¢ 1,53¢
Income tax expense (benefi
Current (240 (8) (24¢)
Deferred 69¢ 48 74€
Total income tax expen: 45¢ 40 49¢
Earnings from continuing operatio $ 921 $ 11¢ $ 1,04C
Capital expenditures, continuing operatit $ 1,55¢ $ 394 $ 1,95(
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U.S. Canada Total
(In millions)
Three Months Ended September 30, 2010:
Revenues
Oil, gas and NGL sale $ 1,10¢ $ 57¢ $ 1,68:¢
Oil, gas and NGL derivative 214 (5) 20¢
Marketing and midstream revent 432 29 461
Total revenue 1,75( 603 2,35:
Expenses and other, n
Lease operating expens 20¢ 207 41t
Taxes other than income tax 85 10 95
Marketing and midstream operating costs and ex 314 22 33€
Depreciation, depletion and amortization of oil @a$ propertie 234 162 397
Depreciation and amortization of r-oil and gas propertie 60 6 66
Accretion of asset retirement obligatic 8 13 21
General and administrative expen 97 34 131
Restructuring cosl 63 — 63
Interest expens 36 47 83
Interes-rate and other financial instrumel 55 1 56
Other, ne’ ) (2 9
Total expenses and other, | 1,15:% 501 1,654
Earnings from continuing operations before income$ 597 10z 69¢
Income tax expense (benefi
Current (349 39 (310
Deferred 59C (10 58C
Total income tax expen: 241 29 27C
Earnings from continuing operatio $ 35€ $ 73 $ 42¢
Capital expenditures, continuing operatit $ 1,35¢ $ 30¢ $ 1,66¢
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U.S. Canada Total
(In millions)
Nine Months Ended September 30, 2011:
Revenues
Oil, gas and NGL sale $ 4,05¢ $ 2,11¢ $ 6,171
Oil, gas and NGL derivative 98¢ — 98¢
Marketing and midstream revent 1,56 14¢ 1,712
Total revenue 6,60¢ 2,26¢ 8,86¢
Expenses and other, n
Lease operating expens 66¢ 684 1,352
Taxes other than income tax 297 39 33€
Marketing and midstream operating costs and ex 1,17¢ 12¢€ 1,30¢
Depreciation, depletion and amortization of oil @a$ propertie 853 57¢ 1,431
Depreciation and amortization of r-oil and gas propertie 174 17 191
Accretion of asset retirement obligatic 26 43 69
General and administrative expen 284 11¢ 40z
Restructuring cosl () — 2
Interest expens 137 13¢ 27C
Interes-rate and other financial instrumel 31 2 33
Other, ne’ (6 (8) (14)
Total expenses and other, | 3,64( 1,73 5,37:
Earnings from continuing operations before income$ 2,96¢ 531 3,49¢
Income tax expense (benefi
Current (293) (8) (301)
Deferred 2,041 143 2,184
Total income tax expen: 1,74¢ 13t 1,88:
Earnings from continuing operatio $ 1,215 $ 39€ $ 1,618
Capital expenditures, before revision of futuresaisstirement obligatior $ 4,30¢ $ 1,26( $ 5,56¢
Revision of future asset retirement obligati 5 14 19
Capital expenditures, continuing operatis $ 4,31( $ 1,27¢ $ 5,584
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U.S. Canada Total
(In millions)
Nine Months Ended September 30, 2010:
Revenues
Oil, gas and NGL sale $ 3,61¢ $ 1,917 $ 5,63t
Oil, gas and NGL derivative 871 3 874
Marketing and midstream revent 1,30( 96 1,39¢
Total revenue 5,78¢ 2,01¢ 7,80¢
Expenses and other, n
Lease operating expens 67t 59¢€ 1,271
Taxes other than income tax 25¢ 30 28¢
Marketing and midstream operating costs and ex 93t 78 1,01z
Depreciation, depletion and amortization of oil @a$ propertie 743 50€ 1,24¢
Depreciation and amortization of r-oil and gas propertie 172 19 192
Accretion of asset retirement obligatic 33 38 71
General and administrative expen 303 96 39¢
Restructuring cosl 55 — 55
Interest expens 121 15¢ 28C
Interes-rate and other financial instrumel 121 — 121
Other, ne’ (36) 2 (34
Total expenses and other, | 3,381 1,52¢ 4,90¢
Earnings from continuing operations before income$ 2,40¢ 492 2,90(
Income tax expense (benefi
Current 49¢ 20C 69¢€
Deferred 404 (55 34¢
Total income tax expen: 90C 14kE 1,04¢
Earnings from continuing operatio $ 1,50¢ $ 347 $ 1,85¢
Capital expenditures, before revision of futuresaisstirement obligatior $ 3,547 $ 1,45 $ 4,99¢
Revision of future asset retirement obligati 72 122 194
Capital expenditures, continuing operatis $ 3,61¢ $ 1,57¢ $ 5,19
18. Supplemental Information to Statements of Casklows
Nine Months
Ended September 30
2011 2010
(In millions)
Net (increase) decrease in working cap
(Increase) decrease in accounts receiv $ (119 $ 18t
(Increase) decrease in other current as (149 11
Increase in accounts payal 58 49
Increase in revenues and royalties due to ol 121 29
Decrease in other current liabiliti (220 (110
Net (increase) decrease in working cay $ (308 $ 164
Supplementary cash flow dée— total operations
Interest paid (net of capitalized intere $ 29¢ $ 33¢
Income taxes (received) pe $ (119 $ 74t
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Item 2. Managemen's Discussion and Analysis of Financial Conditionna Results of Operations

The following discussion and analysis addressaterial changes in our results of operationscapital resources and uses for the three-
month and nine-month periods ended September 3d, 20mpared to the three-month and nine-montlogernded September 30, 2010,
and in our financial condition and liquidity sinbecember 31, 2010. For information regarding oiticad accounting policies and estimates,
see our 2010 Annual Report on Form 10-K under “leriMlanagement’s Discussion and Analysis of Fir@r€ondition and Results of
Operations.”

Financial Overview

During the third quarter and first nine montti£011, we generated net earnings of $1.0 billar$2.50 per diluted share, and $4.2 bill
or $9.93 per diluted share, for the respectiveguisti This compares to net earnings of $2.1 billayr$4.79 per diluted share, and $4.0 billion,
or $8.99 per diluted share, for the third quartet first nine months of 2010, respectively.

These earnings comparisons are affected mg gaisociated with divestitures of our Internati@perations. Our financial results for the
first nine months of 2011 includes an aftax-gain of $1.8 billion related to Internationatektitures. Our financial results for the thircagter
and first nine months of 2010 include after-taxngaof $1.5 billion and $1.8 billion, respectivetglated to International divestitures.

Key financial measures of our operating penfance for the third quarter and first nine month2ai1 compared to 2010 are summarized
below. Our North America Onshore comparisons exelaghounts related to our Gulf of Mexico assetswree divested in the first half of
2010.

* North America Onshore oil and NGLs production imsed 17% to 20 MMBbIs and 13% to 59 MMBBDbls in thiedt quarter and firs
nine months of 2011, respective

* North America Onshore gas production increased@2#0 Bcf and 4% to 708 Bcf in the third quarted &inst nine months of 201
respectively

» The combined realized price without hedges forgais and NGLs increased 16% to $34.72 per Boe/émtb $34.78 per Boe in the
third quarter and first nine months of 2011, resipety.

» Oil, gas and NGL derivatives generated cash pezeif $96 million and $241 million for the thirdigrter and first nine months of
2011, respectively, and cash receipts of $232aniléind $580 million in the third quarter and fingie months of 2010, respective

» Marketing and midstream operating profit increb$&% to $138 million and 7% to $408 million in ttierd quarter and first nine
months of 2011, respectivel

* North America Onshore per unit operating costsaased 6% to $7.81 per Boe and 4% to $7.62 permBteithird quarter and fir
nine months of 2011, respective

» Operating cash flow increased 4% to $1.4 billiothe third quarter of 2011 and was flat at $4loln in the first nine months of
2011.

» Capital spending totaled $5.5 billion in the finkhe months of 201:

In the second quarter of 2011, we completediitiestiture of our operations in Brazil. With ttlese of the Brazil transaction, we have
substantially completed our planned offshore ditwsts, generating aggregate after-tax proceedpmfoximately $8 billion, assuming
repatriation of a substantial portion of the foreroceeds under current U.S. tax law.

As of September 30, 2011, we held approxirge®618 billion in cash and short-term investmeki{e also have access to short-term
commercial paper borrowings and our $2.7 billioadit facility. With this liquidity, we continue erating our exploration and development
programs, with a focus on near-term growth of dquitls production, and repurchasing common shandsmour $3.5 billion share
repurchase program. Through October 21, 2011, wedm@urchased 47.6 million shares for $3.4 billion$71.32 per share.
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Third-Quarter Operating Highlights

* In the Permian Basin, we increased oil and nhgas liquids production 17 percent compared tathivel quarter of 2010. Liquids
production accounted for 75 percent of the 50,006/8 produced in the third quarter of 20

» Atthe Bone Spring play in the Permian Basin,agdded 11 new wells to production in the third geraof 2011. Initial daily
production from the 11 wells averaged 540 Boe/dwt.

* In Canada, average net production from our 100gue-owned Jackfish 1 and Jackfish 2 projectsire@g@ record 36,000 Bbls/d
during the quarter. Net production from our Jadksoil sands project continued to re-up ahead of schedul

e Also in Canada, we completed more than 19 exptoravells targeting oil and liquids rich opporttias across our more than
4 million net acres in the Western Canadian SediamgrBasin. We tied in 10 of these wells to prodhrcin the third quarter. This
activity was highlighted by results in the Ferdeea where we commenced production on three Candielia with initial production
averaging 770 Boe/d per we

» Third-quarter production from the Cana-Woodfolé® increased 71 percent compared to the yeaager. Net production
averaged a record 0.2 Bcfe/d in the quarter, inotp@,100 Bbls/d of liquids. Our Cana-Woodford gascessing facility remains on
schedule to be fully operational in the fourth der

*  Our Barnett Shale production totaled 1.3 Bcfafdeight percent increase over the third-quart&éd2Diquids production in the
Barnett Shale averaged 46,000 Bbls/d, a 15 peyesr-ovel-year increase

* We brought ten operated Granite Wash wells orifirte third quarter. Initial production from tleesells averaged 1,250 Boe/d,
including 180 Bbls/d of oil and 405 Bbls/d of natligas liquids. We have an average working inteyE86 percent in these wel

Results of Operations

Revenues
Three Months Ended September 3C Nine Months Ended September 3C
2011 2010 Change (1 2011 2010 Change (1
Qil Volumes (MMBbls)
U.S. Onshort 4 4 +21% 12 10 +24%
Canads 7 6 +2C0% 20 19 +6%
North America Onshor 11 10 +21% 32 29 +12%
U.S. Offshore — — N/M — 2 -10(%
Total 11 10 +21% 32 31 +5%
Gas Volumes (Bcf)
U.S. Onshort 187 17¢ +4% 54¢ 51¢ +6%
Canade 53 53 0% 16C 161 -1%
North America Onshor 24C 232 +3% 70¢€ 67¢ +4%
U.S. Offshore — — N/M — 17 -10C%
Total 24C 232 +3% 70¢€ 69¢€ +2%
NGLs Volumes (MMBblIs)
U.S. Onshort 8 7 +14% 24 21 +17%
Canade 1 1 +6% 3 3 0%
North America Onshor 9 8 +13% 27 24 +15%
U.S. Offshore — — N/M — — -10C%
Total 9 8 +13% 27 24 +13%
Total Volumes (MMBoe)
U.S. Onshort 44 41 +8% 12¢ 117 +9%
Canads 17 16 +8% 50 49 +2%
North America Onshor 61 57 +8% 17¢€ 16€ +7%
U.S. Offshore — — N/M — 5 -10(%
Total 61 57 +8% 17¢€ 171 +4%

(1) All percentage changes included in this table asetd on actual figures rather than the roundeddggpresentec
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Three Months Ended September 30, Nine Months Ended September 30,
2011 (1) 2010 (1) Change 2011 (1) 2010 (1) Change
Oll Prices (per Bbl)
U.S. Onshort $ 86.3( $ 71.4% +21% $ 91.1¢ $ 73.5¢ +24%
Canads $ 61.7C $ 56.8¢ +8% $ 65.3( $ 57.9C +13%
North America Onshor $ 70.8¢ $ 62.31 +14% $ 75.0¢ $ 63.22 +19%
U.S. Offshore $ — $ — N/M $ — $ 77.81 -10(%
Total $ 70.8¢ $ 62.31 +14% $ 75.0¢ $ 64.12 +17%
Gas Prices (per Mcf)
U.S. Onshort $ 3.71 $ 3.6t +2% $ 3.6¢ $ 3.91 -7%
Canads $ 3.9 $ 3.7: +6% $ 4.01 $ 4.24 -5%
North America Onshor $ 3.7¢ $ 3.67 +2% $ 3.7¢ $ 3.9¢ 7%
U.S. Offshore $ — $ — N/M $ — $ 5.1z -10(%
Total $ 3.7¢ $ 3.6 +2% $ 3.7¢ $ 4.0z -7%
NGLs Prices (per Bbl)
U.S. Onshort $ 40.9¢ $ 27.21 +50% $ 39.0¢ $ 29.92 +31%
Canads $ 54.8¢ $ 43.8¢ +25% $ 55.97 $ 46.3¢ +21%
North America Onshor $ 42.3¢ $ 29.01 +46% $ 40.7¢ $ 31.81 +28%
U.S. Offshore $ — $ — N/M $ — $ 38.2¢ -10(%
Total $ 42.3¢ $ 29.01 +46% $ 40.7¢ $ 31.9C +28%
Combined Prices (per Boe
U.S. Onshort $ 32.11 $ 27.1¢ +18% $ 31.7: $ 28.8: +1C%
Canads $ 41.4: $ 36.6:2 +13% $ 42.61 $ 39.3¢ +8%
North America Onshor $ 34.7: $ 29.8:2 +16% $ 34.7¢ $ 31.92 +9%
U.S. Offshore $ — $ — N/M $ — $ 49.0¢ -10(%
Total $ 34.72 $ 29.8- +16% $ 34.7¢ $ 32.4: +7%

(1) The prices presented exclude any effects due tgasl and NGL derivative

The volume and price changes in the tablesebaused the following changes to our oil, gasN@dls sales between the three months
ended September 30, 2011 and 2010.

Qil Gas NGLs Total
(In millions)

2010 sale: $ 59z $ 851 $ 23¢ $ 1,68
Changes due to volum 124 29 31 184
Changes due to pric 99 22 12: 244

2011 sale: $ 8le $ 90z $ 39z $ 2,111

The volume and price changes in the tablesebaused the following changes to our oil, gasN@dls sales between the nine months
ended September 30, 2011 and 2010.

Qil Gas NGLs Total
(In millions)

2010 sale: $ 1,97¢ $ 2,79¢ $ 761 $ 5,53t
Changes due to volum 10z 48 101 251
Changes due to pric 354 (207) 23€ 38¢

2011 sale: $ 2,432 $ 2,63¢ $ 1,10¢ $ 6,171

Oil Sales

Oil sales increased $124 million and $102iomillin the third quarter and first nine months 012, respectively, due to increased
production. The increased production in both periads driven by the continued development of oumige Basin properties and our
Jackfish thermal heavy oil projects in Canada. piteagluction increase in the nine months ended 2dsl partially offset by the divestiture of
our U.S. Offshore properties in the second quaft@010.
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Oil sales increased $99 million and $354 wiillin the third quarter and first nine months of 20respectively, as a result of a 14 percent
and 17 percent increase in our realized price withedges. The largest contributor to the highalized prices was the increase in the
average West Texas Intermediate price over the siameeperiods.

Gas Sales

Gas sales increased $29 million and $48 miliilothe third quarter and first nine months of 2Ofkespectively, due to increased product
The increased production in both periods resultadarily from continued development activities etBarnett and Cana-Woodford Shales,
partially offset by natural declines in our oth@ecating areas. The production increase in the mioieths ended 2011 was partially offset by
the divestiture of our U.S. Offshore propertieshia second quarter of 2010.

Gas sales increased $22 million and decreb@d million during the third quarter and first @imonths of 2011, respectively, as a result
of a 2 percent increase and a 7 percent decrease nealized price without hedges. The changgsige were largely due to fluctuations of
the North American regional index prices upon whicin gas sales are based.

NGL Sales

NGL sales increased $31 million and $101 onillduring the third quarter and first nine month&@il1, respectively, due to increased
production. The increased production in both periads primarily due to increased drilling in ourBett Shale, Cana-Woodford Shale and
Granite Wash locations.

NGL sales increased $123 million and $238iamlduring the third quarter and first nine monti011, respectively, due to a 46 percent
and 28 percent increase in our realized price withedges. The higher prices were largely duedreases in the Mont Belvieu, Texas hub
price during the same time periods.

Oil, Gas and NGL Derivatives

The following tables provide financial infortian associated with our oil, gas and NGL hedgée flrst table presents the cash settlen
and unrealized gains and losses recognized as cammfmof our revenues. The subsequent tables praseail, gas and NGL prices with,
and without, the effects of the cash settlemertts. rices do not include the effects of unrealigeiths and losses.

Three Months Ended Nine Months Ended
September 30, September 30,
2011 2010 2011 2010
(In millions)
Cash settlement

Gas derivative $ 97 $ 232 $ 26z $ 58C
Oil derivatives 2 — (23 —
NGL derivatives 1 — 2 —
Total cash settlemen 96 232 241 58C

Unrealized gains (losses) on fair value chan
Gas derivative 157 101 14¢ 29C
Oil derivatives 482 (125) 592 3
NGL derivatives 3 1 4 1
Total unrealized gains (losse 642 (23 74E 294
Oil, gas and NGL derivative $ T3¢ $ 20¢ $ 98¢ $ 874

Three Months Ended September 30, 2011
Qil Gas NGLs Total

{Per Bbl) (Per Mcf) {Per Bbl) (Per Boe)
Realized price without hedg $ 70.8¢ $ 3.7¢ $ 42.3¢ $ 34.72
Cash settlements of hedc (0.19) 0.4C 0.0¢ 1.5¢
Realized price, including cash settleme $ 70.7¢ $ 4.1¢ $ 42.4¢ $ 36.3(
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Three Months Ended September 30, 2010

Oil Gas NGLs Total
(Per Bbl) (Per Mcf) (Per Bbl) (Per Boe)
Realized price without hedg $ 62.31 $ 3.67 $ 29.01 $ 29.82
Cash settlements of hedc — 1.0C — 4.14
Realized price, including cash settleme $ 62.31] $ 4.67 $ 29.0] $ 33.9¢

Nine Months Ended September 30, 201

Oil Gas NGLs Total
(Per Bbl) (Per Mcf) (Per Bbl) (Per Boe)
Realized price without hedg $ 75.04 $ 3.7: $ 40.7¢ $ 34.7¢
Cash settlements of hedc (0.70 0.37 0.07 1.3
Realized price, including cash settleme $ 74.3¢ $ 4.1C $ 40.81 $ 36.1S

Oil Gas NGLs Total
(Per Bbl) (Per Mcf) (Per Bbl) (Per Boe)
Realized price without hedg $ 64.12 $ 4.0Z $ 31.9(C $ 32.42
Cash settlements of hedc — 0.8: — 3.4C
Realized price, including cash settleme $ 64.17 $ 4.8t $ 31.9( $ 35.82

Our oil, gas and NGL derivatives include prweaps, costless collars and basis swaps. Forit®gwaps, we receive a fixed price for our
production and pay a variable market price to th@ract counterparty. The price collars set a flmad ceiling price. If the applicable montl
price indices are outside of the ranges set bfldloe and ceiling prices in the various collars, gash-settle the difference with the
counterparty to the collars. For the basis swapstegeive a fixed differential between two regiogas index prices and pay a variable
differential on the same two index prices to thetract counterparty. Cash settlements as presénthd tables above represent realized ¢
or losses related to these various instruments.

Additionally, to enhance a portion of our matwgas price swaps, we have sold gas call opf@m®012 and oil call options for 2011 and
2012. The call options give counterparties thetriglpurchase production at a predetermined price.

During the third quarter and first nine montti£2011, we received $97 million, or $0.40 per Marfid $262 million, or $0.37 per Mcf,
respectively, from counterparties to settle ourdgrdvatives and paid $2 million, or $0.13 per Bbid $23 million, or $0.70 per Bbl,
respectively, from counterparties to settle oudeiiivatives. During the third quarter and firsteimonths of 2010, we received $232 million,
or $1.00 per Mcf, and $580 million, or $0.83 perfMespectively, from counterparties to settle gas derivatives.

In addition to recognizing cash settlemenees, we recognize unrealized changes in the &hireg of our oil, gas and NGL derivative
instruments in each reporting period. We estinta¢efair values of these derivatives primarily bingsnternal discounted cash flow
calculations. We periodically validate our valuattechniques by comparing our internally generéd@dvalue estimates with those obtained
from contract counterparties 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 commodity price curves saglthe Inside FERC Henry Hub forward curve forigaguments and the NYMEX We
Texas Intermediate forward curve for oil instrungemtnother key input to our cash flow calculatiismsur estimate of volatility for these
forward curves, which we base primarily upon imghelatility. Finally, the amount of production gabt to oil, gas and NGL derivatives is
not a variable in our cash flow calculations, lutdes impact the total derivative value.

Counterparty credit risk is also a compondrmtommaodity derivative valuations. We have mitighteir exposure to any single
counterparty by contracting with fourteen countetipa. Additionally, our derivative contracts gealér require cash collateral to be posted if
either our or the counterparty’s credit ratinggdlelow investment grade. The marknrtarket exposure threshold, above which collaterat
be posted, decreases as the debt rating fallefustiow investment grade. Such thresholds gegeamige from zero to $55 million for the
majority of our contracts. As of September 30, 2a0hé& credit ratings of all our counterparties wierestment grade.
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Including the cash settlements discussed glmwrepil, gas and NGL derivatives generated natggaf $738 million and $986 million
during the third quarter and first nine months 012, respectively, and net gains of $209 milliod 874 million during the third quarter and
first nine months of 2010, respectively. In additio the impact of cash settlements, these nesgaid losses were also impacted by new
positions that occurred during each period, as asthe relationships between contract prices lam@ssociated forward curves. A summary
of our outstanding oil, gas and NGL derivative fiosis as of September 30, 2011 is included in Madé our consolidated financial
statements.

Marketing and Midstream Revenues and Operating<Carstl Expense

Three Months Ended September 30, Nine Months Ended September 30,
2011 2010 Change® 2011 2010 Change®

($ in millions)
Marketing and midstrean

Revenue: $ 65: $ 461 +42% $ 1,712 $ 1,39¢ +23%
Operating costs and expen: 51F 33€ +53% 1,304 1,018 +29%
Operating profit $ 13¢ $ 12F +11% $ 40¢ $ 38: +7%

(1) All percentage changes included in this table aset on actual figures rather than the roundeddigpresentec

During the third quarter and first nine montti011, marketing and midstream operating pioiteased $13 million and $25 million,
respectively. The increases in each period weraagrily due to higher NGL prices and higher natgas throughput and NGL production.

Lease Operating Expense!'LOE")

Three Months Ended September 30, Nine Months Ended September 30,
2011 2010 Change® 2011 2010 Change®
Lease operating expenses ($ in
millions):
U.S. Onshort $ 23¢ $ 20¢ +13% $ 66¢ $ 61F +9%
Canade 23¢ 207 +15% 684 59¢ +15%
North America Onshor 47t 41t +14% 1,352 1,211 +12%
U.S. Offshore — — N/M — 60 -10(%
Total $ 47E $ 41t +14% $ 1,352 $ 1,271 +6%
Lease operating expenses per E
U.S. Onshort $ 5.3¢ $ 5.11 +5% $ b5.2: $ 5.2t 0%
Canade $ 14.0¢ $ 13.1¢ +7% $ 13.7¢ $ 12.2¢ +13%
North America Onshor $ 7.81 $ 7.3t +6% $ 7.6 $ 7.3 +4%
U.S. Offshore $ — $ — N/M $ — $ 12.0C -10C%
Total $ 7.81 $ 7.3t +6% $ 7.62 $ 7.4 +2%

(1) All percentage changes included in this table aet on actual figures rather than the roundeddigpresentec

LOE increased $60 million in the third quadé2011. The largest contributor to this increase our 8 percent growth in North America
Onshore production, which caused an increase ofiisian. Additionally, LOE increased $14 milliorue to changes in the exchange rate
between the U.S. and Canadian dollars. The remaofdbe increase is primarily due to cost escatatirhe higher exchange rate and cost
escalation were also the primary contributors ®ititreases in LOE per Boe.

LOE increased $81 million in the first nine mtiws of 2011. This amount consisted of a $141 omllincrease related to our North America
Onshore operations and a $60 million decreaseercktatour U.S. Offshore operations that were solthé second quarter of 2010. The lar
contributor to our North America Onshore LOE ing®avas our 7 percent growth in production, whialsea an increase of $86 million.
Additionally, North America Onshore LOE increas&8$nillion due to changes in the exchange rate éetvihe U.S. and Canadian dollars.
The higher exchange rate and cost escalation issdhee main contributors to the increase in Néutherica Onshore LOE per Boe.
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Taxes Other Than Income Taxes

Three Months Ended September 3C Nine Months Ended September 3C
2011 2010 Change® 2011 2010 Change®
($ in millions)
Production $ 63 $ 51 +23% $ 187 $ 15€ +20%
Ad valorem 43 42 +4% 144 12¢ +13%
Other 2 2 -18% 5 4 +26%
Total $ 10¢ $ 95 +14% $ 33€ $ 28¢ +17%

(1) All percentage changes included in this table asetd on actual figures rather than the roundeddgypresentec

Production taxes increased in the third quart@011 and first nine months of 2011 primarilyedto an increase in our U.S. Onshore
revenues, on which such taxes are assessed. Aegwataxes increased in the third quarter andrirst months of 2011 primarily due to
higher estimated assessed values of our oil angrgagrty and equipment.

Depreciation, Depletion and Amortization of Oil andas Properties*DD&A”)

Three Months Ended September 3C Nine Months Ended September 3C
2011 2010 Change® 2011 2010 Change®
Total production volumes (MMBo¢ 61 57 +8% 17¢ 171 +4%
DD&A rate ($ per Boe $ 8.2¢ $ 70 +18% $ 8.07 $ 7.3 +1C%
DD&A expense ($ in millions $ 504 $ 397 +271% $ 1,431 $ 1,24¢ +15%

(1) All percentage changes included in this table asetd on actual figures rather than the roundeddggpresentec

The following table details the changes in DB&f oil and gas properties between the three anel months ended September 30, 2011
and 2010 (in millions).

Three Months Endec Nine Months Endec

September 30 September 30
2010 DD&A $ 397 $ 1,24¢
Change due to volumi 31 49
Change due to ra 76 13z
2011 DD&A $ 504 $ 1,431

Oil and gas property-related DD&A increase® $illion and $133 million in the third quarter 2011 and first nine months of 2011,
respectively, due to 18 percent and 10 percenéasas in the respective DD&A rates. The largestribaniors to the higher rates were our
drilling and development activities subsequenh®end of the third quarter of 2010 and changéisdrexchange rate between the U.S. and
Canadian dollars. The increase in the nine momritde@ 2011 rate was partially offset by the divastitof our U.S. Offshore properties in the
second quarter of 2010.

General and Administrative Expenses (“G&A”)

Three Months Ended September 3C Nine Months Ended September 3C
2011 2010 Change(® 2011 2010 Change®
(% in millions)
Gross G&A $ 258 $ 23¢ +7% $ 73€ $ 72 +2%
Capitalized G&A (85) (75) +12% (247) (236) +4%
Reimbursed G&# (30) (29 +6% (86) (89) +2%
Net G&A $ 13¢ $ 131 +5% $ 408 $ 39¢ +1%

(1) All percentage changes included in this table aseet on actual figures rather than the roundeddigpresentec

Gross and net G&A increased during the thurdrter and first nine months of 2011 primarily dodigher employee compensation and
benefits.
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Restructuring Cost:

Three Months Nine Months
Ended September 30, Ended September 30,
2011 2010 2011 2010
(In millions)
Lease obligation $ 3) $ 70 $ (5) $ 70
Asset impairment — 11 2 11
Cash severanc — (13 1 (18)
Shar-based award — (5) (1) (9)
Other — — 1 1
Total $ 3 $ 63 $ (2 $ 55

As a result of our offshore divestitures, veased using certain office space in the third guaftt2010 that was subject to non-cancellable
operating lease arrangements. Consequently, wgmesa $70 million of restructuring costs that esgant the present value of our future
obligations under the leases, net of anticipatdédiesise income. Our estimate of lease obligatiorssheaed upon certain key estimates that
could change over the term of the leases. Thebaast include the estimated sublease income thamhay receive over the term of the
leases, as well as the amount of variable operatists that we will be required to pay under tleesés. Additionally, we recognized
$11 million of asset impairment charges for leatdioprovements and furniture associated with tfiie@space we ceased using in the third
quarter of 2010.

Interest Expense

Three Months Nine Months
Ended September 30 Ended September 30
2011 2010 2011 2010
(In millions)

Interest based on debt outstanc $ 12C $ 98 $ 31¢ $ 307
Capitalized interes (19 (20 (56) (55)
Early retirement of det — — — 19
Other 3 5 8 9
Total interest expens $ 104 $ 83 $ 27C $ 28C

Interest based on debt outstanding increasedgithe third quarter and first nine months oL 2@rimarily due to the issuance of our
$2.25 billion notes in July 2011.

In the second quarter of 2010, we redeeme@ $88ion of 7.25% senior notes prior to their sdhked maturity of October 1, 2011. The
$19 million presented in the table above represtaatsiet of the $28 million make-whole premium &8dmillion amortization of the
remaining premium.

Interest-Rate and Other Financial Instruments

Three Months Nine Months
Ended September 30 Ended September 30
2011 2010 2011 2010
(In millions)
(Gains) losses fron
Interest rate swaj— cash settlemen $ (52 $ (17 $ (73 $ (37
Interest rate swaj— unrealized fair value chang 55 72 84 15¢
Foreign currency swe— cash settlemen (22 — (22 —
Foreign currenc! 59 1 44 —
Total $ 40 $ 56 $ 33 $ 121

During the third quarter and first nine montfif011, we received cash settlements totalingrstilion and $73 million, respectively, fro
counterparties to settle our interest rate swapsinD the third quarter and first nine months o1@0we received cash settlements totaling
million and $37 million, respectively.

In addition to recognizing cash settlements racognize unrealized changes in the fair valfiesiointerest rate swaps each reporting
period. We estimate the fair values of our interatt swap financial instruments primarily by usinggrnal discounted cash flow
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calculations based upon forward interest-rate gi€ldhe most significant variable to our cash fl@icalations for our interest rate swaps is
our estimate of future interest rate yields. Weehasr estimate of future yields upon our own inémodel that utilizes forward curves such
as the LIBOR or the Federal Funds Rate provided thjrd party. We periodically validate our valwetitechniques by comparing our
internally generated fair value estimates with ghobtained from contract counterparties or brokers.

During the third quarter and first nine montti£011, we incurred unrealized losses of $55iomlhnd $84 million, respectively, resulting
primarily from the settlements of our forward stagtinterest rate swaps in the third quarter of28ad changes in interest rates. During the
third quarter and first nine months of 2010, weuimed unrealized losses of $72 million and $158iom) respectively as a result of change
interest rates.

Similar to our commodity derivative contraaeunterparty credit risk is also a component tdriest rate and foreign exchange rate
derivative valuations. We have mitigated our expeda any single counterparty by contracting witte fseparate counterparties. Additione
our derivative contracts generally require cashatadal to be posted if either our or the countdgpsicredit rating falls below investment
grade. The mark-to-market exposure threshold, abdweh collateral must be posted, decreases adethierating falls further below
investment grade. Such thresholds generally ramge £ero to $55 million for the majority of our deects. The credit ratings of all our
counterparties were investment grade as of Septedth011.

Income Taxes

The following table presents our total incotae expense and a reconciliation of our effecth@me tax rate to the U.S. statutory income
tax rate.

Three Months Nine Months
Ended September 30 Ended September 30
2011 2010 2011 2010
Total income tax expense (in millior $ 49¢ $ 27C $ 1,88¢ $ 1,04¢
U.S. statutory income tax ra 35% 35% 35% 35%
State income taxe 1% 1% 1% 1%
Taxation on Canadian operatic (1%) (1%) (29%0) (1%)
Assumed repatriatior — 3% 21% 2%
Other (3%) 1% (1%) (1%0)
Effective income tax rat 32% 39% 54% 36%

In the second quarter of 2011, a portion affoteign earnings were no longer deemed to be geemtly reinvested in accordance with
accounting principles generally accepted in thetééhStates of America. Accordingly, we recognizé@%million of deferred tax expense
and $19 million of current income tax expense dythre second quarter of 2011 related to assumedrigjons of such earnings under
current U.S. tax law. These earnings were primaelsted to the gains generated from our Internatidivestiture transactions. Excluding
$744 million of tax expense, our effective incorar tate was 33% in the first nine months of 2011.

Also, in the second and third quarters of 20® recognized $52 million and $23 million, respedy, of deferred income tax expense
related to assumed repatriations of earnings inrdemce with accounting principles generally acedn the United States of America.
Excluding these amounts, our effective income ta& was 36% in the third quarter of 2010 and 34%aérfirst nine months ended of 2010.

Earnings From Discontinued Operation

Three Months Nine Months
Ended September 30, Ended September 30,
2011 2010 2011 2010
Total production (MMBoe — 2 1 8
Combined price without hedges (per B $ — $ 67.5¢ $ 81.9¢ $ 72.01
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Three Months Nine Months
Ended September 30, Ended September 30,
2011 2010 2011 2010
(In millions)
Operating revenue $ — $ 13¢ $ 43 $ 57Z
Expenses and other, n

Operating expenst — 42 33 17¢€
Gain on sale of oil and gas propert — (1,535 (2,546 (1,849
Other, ne 4 (78 (28 (80)
Total expenses and other, | 4 1,57)) 2,547 (1,749
Earnings (loss) before income ta 4 1,71C 2,58¢ 2,32(
Income tax (benefit) expen (2 49 — 187
Earnings (loss) from discontinued operati $ 2 $ 1,661 $ 2,584 $ 2,13¢

Earnings decreased in the third quarter oflafrimarily as a result of the $1.5 billion gairL(8 billion after-tax) recognized from the
divestiture of our Azerbaijan operations in thedtquarter of 2010.

Earnings increased in the first nine month&aif1 primarily as a result of the $2.5 billionm&$2.5 billion after-tax) recognized from the
divestiture of our Brazil operations. This increases partially offset by the Azerbaijan divestitgiscussed above and a $308 million gain
($235 million after taxes) recognized from the dieire of our Panyu operations in China duringgeeond quarter of 2010.

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

Nine Months Ended September 3l

2011 2010
(In millions)
Sources of cash and cash equivale
Operating cash flo— continuing operation $ 4,227 $ 3,91-
Net debt activity 3,651 —
Cash reclassified from discontinued operati 3,251 2,82¢
Stock option exercise 101 18
Divestitures of property and equipme 13 4,131
Other 21 27
Total sources of cash and cash equivalen 11,27( 10,917
Uses of cash and cash equivale
Capital expenditure (5,515 (4,799
Repurchases of common stc (2,987%) (92¢
Net purchases of sh-term investment (1,086 —
Dividends (209 (217)
Net debt activity — (1,782
Other (33 (13
Total uses of cash and cash equivaler (8,830 (7,72%)
Increase from continuing operatic 2,44( 3,18¢
Decrease from discontinued operations, net of ssiflaations to continuing operatio (102) (202)
Effect of foreign exchange rat (10 5
Net increase in cash and cash equivalents $ 2,32¢ $ 2,987
Cash and cash equivalents at end of pe $ 5,61¢ $  3,99¢
Shor-term investments at end of peri $ 1,231 $ —
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Operating Cash Flow — Continuing Operations

Net cash provided by operating activities €mgiing cash flow"rontinued to be a significant source of capital auaidity in the first nine
months of 2011. Our operating cash flow increaspdr8ent during 2011 largely due to higher curircdme taxes in 2010 associated with
taxable gains on our U.S. Offshore divestitureghdir commodity prices and production in 2011, p#ytioffset by lower realized gains from
our commodity derivatives, also contributed toitierease in cash flow.

Other Sources of Cash — Continuing and DiscontifDpdrations

As needed, we supplement our operating cashdhd available cash by accessing available coediér our credit facilities and
commercial paper program. We may also issue long-tiebt to supplement our operating cash flow wim&ntaining 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 edadndurther supplement our operating cash flodarailable cash. Another source of
cash proceeds comes from employee stock optiorciersr

During the first nine months of 2011, we iraged our commercial paper borrowings by $3.2 biliad received $0.5 billion from new
debt issuances, net of debt maturities. Additignalle completed the divestiture of our operationBiiazil, generating $3.3 billion in net
proceeds, and received proceeds of $101 milliom fsbares issued for employee stock option exerdi¥esused these sources of cash to
capital expenditures, repurchases of our commakspurchases of shotérm investments and dividends in excess of the flas/ generate
by our United States operating activities.

During the first nine months of 2010, we coetetl the divestiture of our U.S. Offshore, Azerdoaiagnd China properties, generating
$6.6 billion in pre-tax proceeds net of closingustinents, or $5.6 billion after taxes. We used @eds from the 2010 divestitures to repay
commercial paper borrowings, retire $350 milliorotifier debt and began repurchasing our commonsHaraddition, we redeployed
$500 million of proceeds into our North America @oge properties by acquiring a 50% interest inRHie oil sands in Alberta, Canada.

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@dgxpenditures actually incurred during
the first nine months of 2011 and 2010 were appnaxely $5.6 billion and $5.0 billion, respectively.

Nine Months Ended September 3I

2011 2010
(In millions)

U.S. Onshort $ 3,66 $ 2,564
Canade 1,22¢ 1,43¢
North America Onshor 4,88¢ 4,00z
U.S. Offshore — 36E
Total exploration and developme 4,88¢ 4,36
Midstream 244 17¢€
Other 382 25(
Total continuing operatior $ 5,51 $ 4,79:

Our capital expenditures consist of amouritged to our oil and gas exploration and develogrerrations, our midstream operations
and other corporate activities. The vast majorftpur capital expenditures are for the acquisitinilling and development of oil and gas
properties, which totaled $4.9 billion and $4.4itil in the first nine months of 2011 and 2010 pexgively. Excluding the $500 million Pike
oil sands acquisition in 2010, the increase in @gtlon and development capital spending in the fime months of 2011 was primarily due
to increased drilling and development and new vendgreage acquisitions. With rising oil prices anaceeds from our offshore divestitures,
we are increasing our acreage positions and assda@aploration and development activities to driear-term growth of our onshore liquids
production.
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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
increase in development drilling also increasedstnghm capital activities.

Capital expenditures related to corporateviiets increased in 2011. This increase is largeiyen by the construction of our new
headquarters in Oklahoma City.

Repurchases of Common St

During the first nine months of 2011, we congd repurchasing shares under our $3.5 billiockstepurchase program announced in
May 2010. Including unsettled shares, we repurah@86e0 million common shares for $2.0 billion, @685 per share, in the first nine
months of 2011. This program expires on Decembef@11.

Short-term Investments

During the first nine months of 2011, we had short-term investment purchases totaling $1libii These purchases represent our
investment of a portion of the International offehdivestiture proceeds into United States Treasecyrities and commercial paper. As of
September 30, 2011, the average remaining matfrityese short-term investments was 97 days.

Dividends

We paid common stock dividends of $209 millaord $211 million in the first nine months of 20drid 2010, respectively. These amounts
reflect quarterly cash dividend rates of $0.16g9f&re in 2010 and the first quarter of 2011 andZfer share in the second and third qua
of 2011.

Liquidity

Historically, our primary source of capitaldaiquidity has been operating cash flow and cashand. Additionally, we maintain revolvi
lines of credit and a commercial paper programgctvician be accessed as needed to supplement ogexadim flow and cash balances. Other
available sources of capital and liquidity inclustpuity and debt securities that can be issued potsa our automatically effective shelf
registration statement filed with the Securitiesliange Commission. We estimate the combinatioheaxfe sources of capital will be adeq!

to fund future capital expenditures, share repisebadebt repayments and our other contractual domemts. The following sections discuss
changes to our liquidity subsequent to filing 008@ Annual Report on Form 10-K.

Operating Cash Flow

We expect operating cash flow to continueg@br primary source of liquidity. Our operatingldlow is sensitive to many variables, the
most volatile of which is pricing of the oil, gaschNGLs produced. To mitigate some of the risk iehein prices, we have utilized various
price swap, fixed-price physical delivery and prio#lar contracts to set minimum and maximum price®ur 2011 production. As of
September 30, 2011, approximately 40 percent oR0@d gas production is associated with finanaielepswaps, collars and fixed-price
physicals. We also have basis swaps associateditBcf per day of our 2011 gas production. Adalislly, approximately 36 percent of ¢
2011 oil production is associated with financidgtprcollars. We also have call options that, ifreised, would relate to an additional
16 percent of our 2011 oil production.

Looking beyond 2011, we have also entereddntdracts to manage the price risk relative to20r2 and 2013 oil, gas and NGL
production. A summary of these contracts as of&aper 30, 2011, is included in Note 4 to our cadstéd financial statements under
Item 1. “Consolidated Financial Statements” of fhism 10-Q.

Offshore Divestitures

In May 2011, we completed the divestiture of operations in Brazil. With the close of the Braansaction, we have substantially
completed our planned offshore divestitures. Irreggte, our U.S. and International offshore satg®ated total proceeds of $10 billion, or
approximately $8 billion after-tax assuming reptan of a substantial portion of the foreign preed® under current U.S. tax law.
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Furthermore, in connection with the divesttof our Brazil assets, our remaining deepwatdlirdyirig and floating, production storage
and offloading facility commitments were assumedh®ypurchaser of the assets.

Credit Availability
In March 2011, our Board of Directors authedzn increase in our commercial paper program $2r8 billion to $5.0 billion.

As of October 21, 2011, we had $1.9 billiorawéilable borrowings under our commercial papegmm, and had $2.6 billion of available
capacity under our syndicated, unsecured SenidiFacility.

The Senior Credit Facility contains only onatemial financial covenant. This covenant require$o maintain a ratio of total funded det
total capitalization, as defined in the credit @gnent, of no more than 65 percent. The credit ageeé defines total funded debt as funds
received through the issuance of debt securitiek as debentures, bonds, notes payable, credityfdmrrowings and short-term commercial
paper borrowings. In addition, total funded delotudes all obligations with respect to payment&iesd in consideration for oil, gas and
NGL production yet to be acquired or produced attilme of payment. Funded debt excludes our outsigrietters of credit and tra
payables. The credit agreement defines total degaiteon as the sum of funded debt and stockhola=ysity adjusted for noncash financial
writedowns, such as full cost ceiling impairmerits.of September 30, 2011, we were in complianch thils covenant. Our debt-to-
capitalization ratio at September 30, 2011, asutatled pursuant to the terms of the agreement2&amercent.

Although we ended the third quarter of 201thvaipproximately $6.8 billion of cash and shortrténvestments, the vast majority of this
amount consists of proceeds from our Internatioffahore divestitures that are held by certainwfforeign subsidiaries. Based on our
evaluation of future cash needs across our opesatiothe United States and Canada, these proceetiaue to be held by our foreign
subsidiaries. We do not currently expect to reptrsuch amounts to the United States. If we weregatriate a portion or all of the cash and
short-term investments held by these foreign sidosés, we would be required to accrue and payeotiincome taxes in accordance with
current United States tax law. With these proceedsining outside of the United States, we expecbhtinue using commercial paper
borrowings in the United States to supplement auitdd States based operating cash flow to funccapital expenditures and common stock
repurchase program. Additionally, we do not expeetr-term increases in such borrowings will haweagerial effect on our overall liquidity
or financial condition.

Capital Expenditures

We previously disclosed that we expected @lrlxapital expenditures to range from $5.4 billi@i$6.0 billion. During 2011, we
expanded our Canadian, Permian Basin and new \enéxiploration activities, which were all target¢ail and liquids-rich opportunities.
We also increased drilling activity in the liquidsh portions of the Barnett and Cana shales. Aaluttly, we are experiencing upward
pressure on costs due to industry inflation andkaker U.S. dollar compared to the Canadian ddWsia result, we increased our total
estimated capital expenditures. We now expect 0l Zapital expenditures to approximate $7.3 lllidve anticipate having adequate
capital resources to fund our capital expenditures.

Common Stock Repurchase Program
As of October 21, 2011, we had repurchase@ difllion common shares for $3.4 billion, or $713& share, under our $3.5 billion
repurchase program. This program expires on Decefihe011.

Pension Funding and Estimat

We previously disclosed in our financial stasémts for the year ended December 31, 2010, thatxwected to contribute $84 million to
qualified pension plans in 2011. During 2011, weréased our estimated contribution to $446 millids of September 30, 2011, we have
fulfilled this commitment. The increase in our 20ddntributions was due to increased discretionangliing.

Recently Issued Accounting Standards Not Yet Adopte

See Note 1 to our consolidated financial stetets under Item 1. “Consolidated Financial Statgsieof this Form 10-Q.
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ltem 3. Quantitative and Qualitative Disclosures About MagkRisk

Commodity Price Risk

We have commodity derivatives that pertaiprmduction for the last three months of 2011, alt as2012 and 2013. The key terms to all
our oil, gas and NGL derivative financial instrurtseas of September 30, 2011 are presented in Notéhé consolidated financial stateme
under Item 1. “Consolidated Financial Statemenfs¢his Form 10-Q.

The fair values of our commodity derivatives krgely determined by estimates of the forwandes of the relevant price indices. At
September 30, 2011, a 10 percent increase in thefd curves associated with our gas derivativerunsents would have decreased our net
asset position by approximately $153 million antDgpercent decrease would have increased our sett @ssition by approximately
$153 million. A 10 percent increase in the forwamlves associated with our oil derivative instruteemould have decreased our net asset
position by approximately $208 million and a 10qeatt decrease would have increased our net assgipogximately $215 million.

Interest Rate Risk

At September 30, 2011, we had debt outstandfig®.3 billion. Of this amount, $6.1 billion, 66 percent, bears fixed interest rates
averaging 6.3 percent. Additionally, we had $31Rdni of outstanding commercial paper, bearingries¢ at floating rates which averaged
0.27 percent.

As of September 30, 2011, we had open inteagstswap positions that are presented in Noteodit consolidated financial statements
under Item 1. “Consolidated Financial Statemenfghis Form 10-Q.

The fair values of our interest rate swapdangely determined by estimates of the forwardresrof the Federal Funds rate and LIBOR. A
10 percent change in these forward curves wouldnadérially impact our balance sheet at Septembe2@L1.

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 percent unfavégathange in the Canadian-to-U.S. dollar exchaatgewould not materially impact our
September 30, 2011 balance sheet.

Our non-Canadian foreign subsidiaries haveS dollar functional currency. However, one ofsthdéoreign subsidiaries holds Canadian-
dollar cash and engages in short-term intercompmarns with Canadian subsidiaries that are sometbrased in Canadian dollars.
Additionally, at September 30, 2011, we held fonetgirrency exchange forward contracts to hedgesups to fluctuations in exchange r:
on the Canadian-dollar cash. The increase or deeiieahe value of the forward contracts is offsethe increase or decrease to the U.S.
dollar equivalent of the Canadian-dollar cash. Vakee of the intercompany loans increases or deessfiom the remeasurement of the loans
into the U.S. dollar functional currency. Basedtlo@m amount of the intercompany loans, a 10 percarige in the foreign currency exchange
rates would not materially impact our September28d,1 balance sheet.

Item 4. Controls and Procedures

Disclosure Controls and Procedures

We have established disclosure controls aadgaiures to ensure that material information maetd Devon, including its consolidated
subsidiaries, is made known to the officers whdifgeDevon’s financial reports and to other membefrsenior management and the Board of
Directors.

Based on their evaluation, Devon’s principaaitive and principal financial officers have cluded that Devon'’s disclosure controls and
procedures (as defined in Rules 13a-15(e) and 5%el linder the Securities Exchange Act of 1934 evedfective as of September 30, 2011,
to ensure that the information required to be dsetl by Devon in the reports that it files or subrmander the Securities Exchange Act of
1934 is recorded, processed, summarized and repoitiein the time periods specified in the SEC sudad forms.
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Changes in Internal Control Over Financial Reporting

There was no change in Devon'’s internal comiver financial reporting during the third quart#r2011 that has materially affected, or is
reasonably likely to materially affect, Devon’samal 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 2010 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 c2010 Annual Report on Form 10-K.

Item 2. Unregistered Sales of Equity Securities and UsdPobceed:

Maximum Dollar Value
of Shares that May Yet
Total Number of  Average Price Paic Be Purchased Under th

2011 Period Shares Purchase(®) per Share Plans or Programs(®)
(In millions)

July 1— July 31 1,592,191 $ 80.1¢ $ 88¢

August 1— August 31 4,194,03. $ 66.67 $ 61C

September — September 3 5,062,501 $ 617t $ 297

Total 10,848,72 $ 66.3¢

@ In May 2010, our Board of Directors approved a&b%3llion share repurchase program. This prograpires December 31, 2011. As of
September 30, 2011, we had repurchased 44.3 mdbammon shares for $3.2 billion, or $72.25 per shander this progran
Item 3. Defaults Upon Senior Securitie

None.

Item 5. Other Information
None.

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

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 pursnfto 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 pursnato 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 Docurnr

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent

101.DEF XBRL Taxonomy Extension Definition Linkbase Docunh
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SIGNATURES
Pursuant to the requirements of the Secuitiehange Act of 1934, the Registrant has duly eadisis report to be signed on its behalf by
the undersigned thereunto duly authorized.
DEVON ENERGY CORPORATION

Date: November 2, 2011 /sl Jeffrey A. Agost
Jeffrey A. Agosta
Executive Vice Preside— Chief Financial Officel
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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 pursnato Section 302 of the Sarba-Oxley Act of 2002
32.1 Certification of principal executive officer pursutao Section 906 of the Sarba-Oxley Act of 2002
32.2 Certification of principal financial officer pursnfto 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 Docurnr
101.PRE XBRL Taxonomy Extension Presentation Linkbase Doent
101.DEF XBRL Taxonomy Extension Definition Linkbase Docunh
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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

[, John Richels, 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: November 2, 2011

/s/ John Richel
John Richels
President and Chief Executive Offic




Exhibit 31.

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 doesantain any untrue statement of a material factnoit 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, amngtfe@ 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 prges, or caused such disclosure controls and goes 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 finahgéporting, or caused such internal control diveancial 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 pros] as of the end of the period covered by #psnt 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 tmhover 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 materia@aknesses in the design or operation of internarabover financial reporting which are
reasonably likely to adversely affect the registsaability 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: November 2, 2011

/sl Jeffrey A. Agost
Jeffrey A. Agosta
Executive Vice Preside— 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 endgeptember 30, 2011 as filed with
the Securities and Exchange Commission on thelgatof (the “Report”), I, John Richels, Presidamd €hief Executive Officer of Devon,
certify, pursuant to 18 U.S.C. § 1350, as adoptedyant to § 906 of the Sarbanes-Oxley Act of 20i9&;

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

(2) The information contained in the Report fairlggents, in all material respects, the financiablt@n and results of operations of
Devon.

/s/ John Richel

John Richels

President and Chief Executive Offic
November 2, 201



Exhibit 32.2

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 endgeptember 30, 2011 as filed with
the Securities and Exchange Commission on thelsatof (the “Report”), |, Jeffrey A. Agosta, ExeweatVice President— Chief Financial
Officer of Devon, certify, pursuant to 18 U.S.C1350, as adopted pursuant to § 906 of the Sarb@rkes- Act of 2002, that:

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

(2) The information contained in the Report fairlggents, in all material respects, the financiablt@n and results of operations of
Devon.

/sl Jeffrey A. Agost

Jeffrey A. Agosta

Executive Vice Preside— Chief Financial Officer
November 2, 201




