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Devon Energy Corporation

2011 OK Ethics Compass Award Application

Company’s services and extent of operations:  

Devon Energy Corporation is a leading independent natural gas and oil exploration and production company. Devon's operations are focused onshore in the United States and Canada. We also own natural gas pipelines and treatment facilities in many of our producing areas, making us one of North America's larger processors of natural gas liquids.

The company's portfolio of gas and oil properties provides stable, environmentally responsible production and a platform for future growth. The company's production mix is about two-thirds natural gas and one-third oil and natural gas liquids, such as propane, butane and ethane. Devon produces about 2.5 billion cubic feet of natural gas each day – more than 3 percent of all the gas consumed in North America.  Devon’s common shares trade on the New York Stock Exchange under the ticker symbol DVN.

Guiding principles or core values:

Devon’s mission and values create a strong foundation for the company. They represent the core beliefs upon which the company was built and are essential to its continuing success.

Mission Statement
 
Devon Energy is a results-oriented oil and gas company that builds value for its shareholders through its employees by creating an atmosphere of optimism, teamwork, creativity, and resourcefulness and by dealing with everyone in an open and ethical manner.

Values
Hire the best people. Our belief that our people are our most important asset provides the foundation for all of our values and convictions. 
Always do the right thing. Embracing honesty and integrity as our most important value means we stick by our word and we will always do the right thing, even when no one is looking. 
Deliver results. As stewards of a public company, it is our job to constantly strive to increase shareholder value. 
Be a team player. A central value of our company is the belief that teamwork and collaboration will create a better organization, provide more fulfillment for employees, significantly reduce bureaucracy and dramatically improve results. 
Be a good neighbor. We have a fundamental respect for the environment and the people and communities in which we operate.

Top three processes, tools or practices used to reinforce ethical behavior and to maintain commitment to high standards:  

The top three tools Devon uses to reinforce ethical behavior and to maintain a commitment to high standards are the Conflict of Interest Vendor Letter, the Gift and Entertainment Reporting Policy and Procedure, and the Ethics Reporting Helpline.  Each of these is described in more detail throughout the application and supporting documentation.

Contact information and website address. 
Corporate Headquarters 
Devon Energy Corporation
20 North Broadway
Oklahoma City, OK 73102-8260
Tel: 405-235-3611
Fax: 405-552-4550

www.devonenergy.com 
Applicant Data:
I. Leading with Integrity:

Leaders are expected to set the right tone for ethical behavior to flourish in their organizations. 

Devon was founded in Oklahoma City in 1971 by John W. Nichols and his son J. Larry Nichols.   Larry often says "We started this company with my father, myself, an accountant, and a couple of clerical staff."  Over the years, Devon would grow through acquisitions, and persevere over a variety of challenges, which included raising capital, competition for assets, and fluctuating commodity prices.  John Nichols has been called one of the 100 most influential individuals in the petroleum history.  Larry said of his father, “Dad’s vision, his mind for innovation and his entrepreneurial spirit established Devon. His work ethic, character and integrity shaped our culture. He cared for Devon employees and embraced them individually long after the company grew too large for him to know each one by name.”  

At an event honoring Devon, Larry made these comments, “Devon has come a long way…and yet, Devon is still exactly where we started. It still has all the characteristics John Nichols gave it. We are optimistic about our future, creative in solving our problems, resourceful in exploiting our opportunities, and above all else, honest in our dealings with everyone. And so, the legacy of John W. Nichols lives on.”

It is important to understand the respect our employees have for Executive Chairman Larry Nichols. Larry has a reputation for serving his community, and feels an obligation to support initiatives and programs that improve the quality of life and provide opportunity to the less fortunate. He considers corporate citizenship the right thing to do, and also considers it good business, because strong communities strengthen companies by enriching the lives of employees and their families. Larry’s example and commitment to community service is evident in the long list of local programs and organizations he supports. 

In 2010, the Journal Record newspaper named Larry as one of Oklahoma’s most admired CEOs. Specifically, he shared that award with Aubrey McClendon of Chesapeake Energy in the category of “Public Company: More than $500 Million Annual Revenue.” The newspaper’s publisher said both CEOs “have done so much for not only their employees, but for all Oklahomans.”
I. Leading with Integrity:

How does your company hold managers accountable for ensuring that integrity is an integral component of your company’s success?    Include examples of systemic processes or tools used by leadership in striving for optimal results.
DEVON ETHICS AND COMPLIANCE HELPLINE

The Devon Ethics and Compliance Helpline provides an active means to monitor what goes on across the organization and to ensure managers, and employees are held accountable for consistently acting with integrity.  The Helpline allows anyone to confidentially report issues or concerns about behavior that may be unethical or not in line with Devon’s expectations of employees, contractors or vendors.  Issues can be reported online by accessing the website, by telephone, or can be submitted in writing. Each and every report that comes into the Helpline is investigated and followed up on.

Further accountability is achieved as a result of Ethics Helpline Reports (see Tab I.c. in Supporting Documentation) which are provided to the Audit Committee of the Board of Directors annually.  

I. Leading with Integrity:

How does your company hold managers accountable for ensuring that integrity is an integral component of your company’s success?    Include examples of systemic processes or tools used by leadership in striving for optimal results. 

DEVON LEADERSHIP ATTRIBUTES 
The Devon Leadership Attributes (see Tab I.a. in Supporting Documentation), which were developed and implemented in 2007, contain nine distinct behaviors that Devon leaders must demonstrate on a regular basis if they are to be successful.  At the core of the attributes squarely sits “Integrity.” The Devon Leadership Attributes were created specifically for Devon by our Executive Committee, who spent a number of months ensuring that the attributes accurately reflect our mission, values and operational strategies. The Executive Committee also ensured that they were future-focused and represented the direction that they want Devon leaders to go. 

Training is provided for all leaders and employees, utilizing the “Devon Attributes Coaching Guide: A Developmental Resource for Employees and Leaders” (see Tab I.b. in Supporting Documentation). The guide contains definitions and behaviors expected of Devon employees and leaders, a description of what the attribute behavior might look like at the skilled and unskilled levels, as well as tips and resources for personal improvement. The annual performance review process evaluates managers on their performance of the Devon Leadership Attributes.  The performance review process ensures management accountability for integrity and is a key component utilized in making compensation decisions. The Leadership Attributes are represented on the graphic below:
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I. Leading with Integrity:

What indicators do you use to determine the effectiveness of your management team’s endeavors to promote ethical behavior?  

DEVON ETHICS AND COMPLIANCE HELPLINE

The activity on the Devon Ethics and Compliance Helpline is a useful indicator that gives us insight on the effectiveness of our efforts to promote ethical behavior.  The Helpline is used to confidentially report issues or concerns about behavior that may be unethical or not in line with Devon’s expectations of employees, contractors or vendors.  Issues can be reported online by accessing the website, by telephone, or can be submitted in writing. Trend analyses of the issues that are submitted give us insight into the effectiveness of our ethics policies and processes.  Ethics Helpline Reports (see Tab I.c. in Supporting Documentation) are provided to the Audit Committee of the Board of Directors annually. 
COMMENTS IN BENCHMARKING SURVEY

Comments from employee surveys are another relevant indicator of the effectiveness of our efforts to promote ethical behavior.  Below are some quotes from those surveys.

“Larry Nichols sets the tone and management embraces his ideals and vision. Devon’s Leadership Attributes actually MEAN something in our culture.”

“Devon's core values and beliefs are embedded in every inch of the organizational culture. They are not just present as suggestions. They are modeled by the top leadership and evidenced by the actions that are taken by the overwhelming majority of those that work here. We have a strong desire to do what is right instead of just doing what is easy or most cost effective.”

“Devon is the most ethical organization I have ever dealt with. It will make decisions against its own best interest if it feels they are morally the right thing to do.”

Anonymous Devon employees
II. Cultivating an Ethical Culture:
Please provide a definition of ethical behavior as it relates to your particular organization.  Explain how you ascertained your definition.

At Devon, the definition of ethical behavior is summed up in a few brief words:

DO THE RIGHT THING – EVEN WHEN NOBODY IS LOOKING

John Richels, our CEO and President, often tells a story to employees that vividly illustrates the role that integrity plays in our company’s culture. Several years ago during negotiations on a deal with another company, a manager came to him with the news that a second company had just entered the picture. This new company’s offer was much, much higher than the first one. The first company’s deal was not yet in writing, and it was entirely legal to go with the new company’s more attractive offer, yet the manager had reservations about doing it. “The new offer would benefit the company more, but I feel obligated to go with the first one because I had already given him my word,” he told John. “You already know what the right thing to do is,” John replied. Therefore, the manager completed the deal with the first company.

Another example of how ethical behavior is defined at Devon is the respect Devon’s leadership shows to employees.  This is described in a letter one offshore division employee recently wrote to Larry:

“It seems obvious that you understand the importance of treating people with kindness and respect and of leading by example. This appears to be trickling down, because my personal experiences with people throughout the company have been extremely positive. For this, you and the team at Devon should be proud.

Unfortunately, due to the Offshore Division divestitures, I will be leaving Devon to pursue other opportunities in the oil & gas business. I have closely followed the investor calls and presentations and it is clear that this was the right strategy for our company, all things considered.

In closing, I wish you the best in keeping Devon a great place to work and I thank you again for making my wonderful experience possible.” 

Name Withheld, drilling engineer

II. Cultivating an Ethical Culture:
Please describe any codes, principles or values that are inherent in your organization.  

DEVON EMPLOYEE ATTRIBUTES

The Devon Employee Attributes (see Tab II.a. in Supporting Documentation), similar to the Leadership Attributes, were developed and implemented in 2007, and contain nine distinct behaviors that Devon employees must demonstrate on a regular basis if they are to be successful. At the core of the employee attributes squarely sits “Integrity.” The Devon Employee Attributes were created specifically for Devon, and training is provided for all employees utilizing the “Devon Attributes Coaching Guide: A Developmental Resource for Employees and Leaders” (see Tab II.b. in Supporting Documentation). The guide contains definitions and behaviors expected of Devon employees and leaders, a description of what the attribute behavior might look like at the skilled, unskilled and overuse levels, as well as tips and resources for personal improvement. In 2008 Devon first evaluated employees on their performance of the Devon Attributes in connection with the annual performance review of each employee. This evaluation remains a core aspect of our annual performance review of employees.  The performance review process ensures accountability for integrity, and is a key component utilized in making compensation decisions. The Employee Attributes are represented on the graphic below:
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II. Cultivating an Ethical Culture:
What steps does your company take in the selection process to ensure that new recruits’ values are consistent with that of the organization?  

BEHAVIOR-BASED INTERVIEWS

When recruiting new employees, we focus on our Attributes to ensure the applicant is a proper fit for Devon. One way we accomplish this is through behavior-based interview questions. Our recruiters work with hiring managers to determine the specific Devon attributes they are looking for in a new employee in order to achieve the best fit for the position and the team and select questions to use during the interview process. These questions make interviewing consistent, and their focus ensures candidates are a fit for Devon’s culture. We seek people who exemplify the Attributes of Integrity, Communicates Openly, Embraces a Shared Mission, and Being a Team Player. There is a mutual level of respect between leaders and their employees and we strive to find individuals who will thrive and succeed in such a culture. Our outstanding culture is one of the key reasons candidates say they seek employment with Devon. 

COLLEGE RECRUITING AND INTERNSHIP PROGRAM

Although many companies in our industry did not hire off college campuses in recent years, Devon is committed to doing so. Devon leaders who visit the campuses develop relationships with students and faculty over time, with their focus on finding students who not only have the technical ability and agility in their discipline, but who also demonstrate our Employee Attributes as a fit for Devon. 

We also have a very robust Internship Program that provides the opportunity for potential new hires to work in a temporary capacity.  The time spent during the internship provides the intern with first hand experience with Devon’s culture, and provides us exposure to the student to determine if he or she is a good fit for the long-term.

EMPLOYEE REFERRAL PROGRAM 

Another vehicle that Devon employs in finding candidates who will be a cultural fit is the Employee Referral Program, one of the best in the industry. The Employee Referral Program (see Tab II.b. in Supporting Documentation) encourages current employees to market Devon to their friends and business associates and provides a $3,000 incentive bonus to employees who make successful referrals. We know that our employees know our culture best, and we trust their judgment when it comes to finding recruits who will fit our environment; so much so, that we are willing to pay top dollar for their recruiting help. Since the program’s inception in 2005, approximately $2 million has been paid in referral bonuses.

II. Cultivating an Ethical Culture:
What is your process for ensuring that the organization’s values are embraced by new employees?  (Examples may include mentoring or orientation programs.)

ORIENTATION
On the employee’s first day, they are joined by other new employees in orientation class, held via live webcast. The web class, Exploring Devon, teaches employees through interactive instruction and exercises about Devon’s business, history, and leaders. It explains Devon’s mission, values, attributes, and value chain, along with the performance management cycle and development possibilities. Rather than traditional orientation materials, typically a binder or spiral-bound book with policies and information, we are opting to skip the binder entirely. New employees are provided with Devon Resource Cards (see Tab II.c. in Supporting Documentation), a set of 4”x6” cards on a ring with yellow-pages style information about Devon, our mission, vision and values, employee and leadership attributes, our commitment to community involvement and opportunities for getting involved at Devon in volunteering. Employees are introduced to and use these cards in the Exploring Devon class and are encouraged to keep the information at their desk, in their travel bag, or in their Devon truck as they go about their work every day. 

II. Cultivating an Ethical Culture:
Describe any other processes that your company may have in place to ensure that an ethical culture is consistently reinforced.  In sharing these examples, please provide measures the company uses to determine the effectiveness of these processes. 

ANNUAL ACKNOWLEDGEMENT OF CODE OF CONDUCT

All new employees complete an online orientation process that includes a review of Devon’s Code of Business Conduct and Ethics and requires the employee to complete and sign a Code of Conduct Acknowledgement Form (see Tab II.d. in Supporting Documentation) stating that they have read and understood the Code. Following the initial acknowledgement, all employees are required to review the Code and to complete and sign an acknowledgement annually. The Devon Energy Board of Directors also completes the acknowledgement annually.

DEVON ETHICS HELPLINE REPORTING AND INVESTIGATIONS

The Devon Ethics and Compliance Helpline reinforces our ethical culture and supports our efforts to promote ethical behavior.  The Helpline is used to confidentially report issues or concerns about behavior that may be unethical or not in line with Devon’s expectations of employees, contractors or vendors.  Issues can be reported online by accessing the website, by telephone, or can be submitted in writing. Trend analysis of the issues that are submitted give us insight into the effectiveness our ethics policies and processes. Ethics Helpline Reports (see Tab I.c. in Supporting Documentation) are provided to the Audit Committee of the Board of Directors annually.
PERFORMANCE MANAGEMENT PROCESS

Devon’s Performance Management Process includes an Annual Performance Assessment of employees and leaders, based on the Employee and Leadership Attributes described earlier in this application (see Tab II.e. in Supporting Documentation). The direct link of these attributes with the annual performance assessment makes it very clear to every employee the integrity related behaviors we are all expected to live up to.  Our compensation is performance based also, so the consequences of poor performance in these attributes are also clear and well known.
II. Cultivating an Ethical Culture: 
Measures the company uses to determine the effectiveness of these processes.

ETHICS SURVEY 

In order to assess the effectiveness of our endeavors to promote ethical behavior, Devon conducted an Ethics Survey in 2010. The survey was conducted to provide us with feedback on what is working well within our ethics programs as well as areas where improvements can be made.  (See Tab II.f. in Supporting Documentation) 

100 BEST COMPANIES TO WORK FOR

Fortune magazine announced its much-anticipated “100 Best Companies to Work For” list on January 20, 2011, naming Devon for the fourth consecutive year. Devon ranked No. 41 on the list this year. The magazine praised, among other things, the company's low turnover rate, recruiting strategies and compensation practices.

The company's rank was based in part on a random, anonymous employee survey conducted by the Great Place to Work Institute. The survey found that employees take pride in their work and appreciate Devon's corporate culture of values and integrity. That culture includes an atmosphere of mutual respect and a commitment to community service, employees reported. Devon's culture contributed to its 3 percent voluntary turnover rate, which was among the lowest of any company on the Fortune list.

The Fortune list has become the definitive measure of workplace culture in the United States. Devon’s reputation of being a company of high ethics and integrity is highly valued.  Companies on the list generally attract a higher number of qualified job applicants, experience lower turnover rates and consistently outperform major stock indices such as the S&P 500, according to the Great Place to Work Institute. (See Tab II.g and Tab II.h. in Supporting Documentation.) 

II. Cultivating an Ethical Culture:
How does your organization recognize and/or reward those employees, customers, vendors or partners who have gone “above and beyond” in their demonstration of highly ethical principles?

IF INTEGRITY WERE CELEBRITY 

We launched an internal online message board in conjunction with our external advertising campaign “If Integrity Were Celebrity, You’d Know Our Employees by Name.” The campaign was designed to celebrate the integrity of Devon employees and explore the idea of spotlighting the under-recognized. Our message board allowed employees to spotlight their co-workers for exhibiting integrity, which is one of our company’s core values. “If Integrity Were Celebrity” postings (see Tab II.i. in Supporting Documentation) were a popular tool for thanking employees for their good work and extra effort.
REAL DEVON HEROES 
We produced several short videos in conjunction with our Town Hall meetings to show appreciation to our employees for the work they do. These “Real Devon Heroes” videos celebrated Devon’s recent accomplishments while reminding us to laugh and to avoid taking our jobs so seriously that we don’t enjoy them.

In addition to the videos, the theme that our employees are heroes was carried throughout the town hall meeting. It was incorporated into a pre-meeting slide show that showcased photos of our employees volunteering in the community. It was entwined in our executives’ presentations as they highlighted the accomplishments of the company. And, finally, we gave each employee a Devon lapel pin attached to a “Real Devon Heroes” card that said, “You are a Devon hero. Thank you for your heroic commitment to our quest to be the premier independent oil and gas company in North America.” 

VOLUNTEER APPRECIATION
Being a good neighbor and community involvement are core values at Devon. Our employee volunteers are some of the best volunteers around, and we go out of our way to show our appreciation for their efforts. Volunteers are always first on the list to receive free tickets to sporting, arts and cultural events, as well as tickets to movies and free passes to restaurants.  Devon executives also host many thank-you lunches and other celebratory events with great food and fun activities.

II. Cultivating an Ethical Culture:
How does your company monitor and respond to breaches of ethical behavior? 

DEVON ETHICS HELPLINE REPORTING AND INVESTIGATIONS 

As mentioned earlier in this application, the Devon Ethics and Compliance Helpline is used to monitor and respond to potential breaches of ethical behavior.  Each report that is submitted to the Helpline is investigated.  Based on the nature of the report, the investigations can include involvement from Legal, Human Resources, Corporate Security, Business Information & Technology, and Procurement.  Every effort is made to determine if the report is valid and, depending on findings, appropriate action is taken.  
GIFTS AND ENTERTAINMENT POLICY

Devon management takes the issue of gifts and entertainment very seriously. It is imperative that we perform our jobs in a manner that does not provide even the perception of impropriety. We demand the same behavior from our vendors, clients, customers, operators, and other similar parties.  Although we are not required to do so, Devon has an Employee Gifts and Entertainment Policy (see Tab II.j. in Supporting Documentation) to ensure our expectations of behavior are met.  The Policy which states that generally, gifts and entertainment should be kept to a minimum.  The Policy defines certain types of gifts or entertainment that are not allowed under any circumstances.  The Policy goes further to require employees to obtain approval prior to accepting anything that exceeds $100 in value, and to complete an Employee Gifts and Entertainment Declaration Form (see Tab II.k. in Supporting Documentation).

VENDOR LETTER

Another step that Devon takes, even though it is not required, is to send letters to each of our potential vendors, informing them of our conflict of interest policy and that the personal interests of our employees should not influence, or be perceived as influencing, our judgment in business relationships. The Conflict of Interest Vendor Letter (see Tab II.l. in Supporting Documentation) explains that gifts and other rewards are not, and will not become, conditions for doing business with us. We ask that the vendor notify us if any of our employees violate our conflicts of interest policy.  In 2010 Devon mailed 7,105 letters to domestic vendors and 135 letters to international vendors. 

III.  Forthright Communications:
How does your company demonstrate open/transparent communication occurs throughout the organization? 

There is a culture of openness at Devon, and that spirit is evident in the breadth and manner in which our leaders communicate with employees. Timely, accurate and candid information are three vital components of trust within any organization.  That is the approach to the communication that Devon leaders share with the company, whether it is a time of triumph or one of crisis. One of Devon’s first priorities is to inform employees before outside entities release such information. 

TOWN HALL MEETINGS 

Devon holds corporate Town Hall meetings typically twice a year for employees in Oklahoma City, Houston and Calgary. Employees in the field view the meetings via webcast in their respective offices. In the meetings, Devon executives provide an overview of annual corporate objectives, the state of the company, performance and direction. It also gives employees an opportunity to ask questions of our executive leadership either live during the meeting or via e-mail or text message for those viewing from the field. Town Hall videos and presentations are posted on the Company’s internal website for viewing after the event. 

EXPLORER MAGAZINE

The Explorer Magazine (see Tab III.a. in Supporting Documentation) is a regularly printed publication for Devon employees and retirees. It features articles that highlight the company’s operations, strategy, mission and corporate values. The magazine also includes key projects and initiatives as well as highlights our people across the company and their success in their jobs and in the community. 

III.  Forthright Communications:
How has the effectiveness of these communiqués been measured? (Please describe results of your findings.)

100 BEST COMPANIES TO WORK FOR

Fortune magazine announced its much-anticipated “100 Best Companies to Work For” list on January 20, 2011, naming Devon for the fourth consecutive year. Devon ranked No. 41 on the list this year. The magazine praised, among other things, the company's low turnover rate, recruiting strategies and compensation practices.

The company's rank was based in part on a random, anonymous employee survey conducted by the Great Place to Work Institute. The survey found that employees take pride in their work and appreciate Devon's corporate culture. That culture includes an atmosphere of mutual respect and a commitment to community service, employees reported.

Devon's culture contributed to its 3 percent voluntary turnover rate, which was among the lowest of any company on the Fortune list.

The Fortune list has become the definitive measure of workplace culture in the United States. Companies on the list generally attract a higher number of qualified job applicants, experience lower turnover rates and consistently outperform major stock indices such as the S&P 500, according to the Great Place to Work Institute. 

COMMENTS IN BENCHMARKING SURVEY

“Devon management keeps its employees informed on most everything from

the smallest discussions to events that affect our industry. It is nice to know

that all employees are a true part of the word ‘team.’”
“Having the Town Hall meetings gives each employee a full view of

the company and its direction. I’ve never worked for a company

before coming to work for Devon that does that.”

“I believe that the absolute honesty and integrity of Devon’s corporate

management is a shining example to all employees of the type of behavior

Devon believes in and creates that maintains it as one of the best places to work.”
Anonymous Devon Employees (2010 Benchmark Report)
IV. Corporate Social Responsibility:
Describe your company’s strategy with regard to issues of social responsibility or corporate philanthropy.  In other words, how does your company identify which community activities to support?

CORPORATE GIVING PHILOSOPHY 

Devon is committed to being a good corporate citizen socially, environmentally and culturally via strategic community donations. We strive to generate goodwill in the communities surrounding our headquarters, employment centers and field operating areas through corporate donations supporting a wide variety of organizations and programs. Devon also designates a certain portion of its giving and volunteer efforts of its employees through a companywide Higher Education Gift Matching Program and Volunteer Grant Program. 

Devon receives a large number of donation requests each year from a variety of worthy causes. Not surprisingly, there are far more requests than Devon has resources to fund. Devon’s Corporate Giving Policy (see Tab IV.a. in Supporting Documentation) serves to: 
· Provide some general guidelines to determine which of the numerous worthy causes we consider to be consistent with our corporate giving philosophy; 

· Establish a consistent process for responding to donation requests;

· Ensure that all requests are reviewed by the appropriate party and, if approved, routed for payment in a timely manner; 

· Ensure that all declined requests are given the courtesy of a reply;

· Enable the tracking of all donation requests – both approved and denied – to monitor our overall giving profile and track consistency within the established guidelines; and

· Support activities that relate closely to Devon’s business interests and objectives. 

SOCIAL RESPONSIBILITY

Producing natural gas and oil profitably while respecting the environment and showing sensitivity for our neighbors has been at the core of our Company’s culture since Devon was founded.  We look for ways to conserve water and we embrace opportunities to reduce emissions, reclaim land and give back to our communities.  These efforts are among the many things we do that make our business stronger.  Some of our activities that put this philosophy into practice are summarized in the Corporate Social Responsibility Report and the Making a Difference Beyond Energy 2010 Highlights document that you will find in Tabs IV.b and IV.c in our Supporting Documentation.

IV. Corporate Social Responsibility:
What has been your company’s direct impact on the community?  In other words, please state how your organizations’ involvement has made a difference. Provide an overview of your company’s involvement in the community and benefits to the community

CITY TO BENEFIT FROM NEW DEVON HEADQUARTERS 

Devon is building a 50-story tower in downtown Oklahoma City to serve as its corporate headquarters. Not only will this tower revitalize and redefine downtown Oklahoma City, it will add an estimated $175 million in sales and property taxes to local governments. Rather than see that money disappear into a city or county general fund, Devon Executive Chairman Larry Nichols proposed a tax increment financing (TIF) district. 

Almost by rule, TIF districts work like this: Tax money paid by a developer or major employer is returned to offset that entity’s construction expenses. However, Devon chose to be the exception to that rule. The company expects to pay $20 million in city sales taxes related to the construction, then $11 million per year after that in property taxes. Not a single penny of the estimated $175 million to be raised from the tax district over the next 15 years will go to Devon. Instead, $115 million will be used to beautify downtown and make it a more functional place to congregate at lunch, after work and on weekends. Another $40 million is set aside to encourage further economic growth downtown. The remaining $20 million will go primarily to local schools.

One specific project targeted for TIF district funding is the Myriad Botanical Gardens, an 11-acre park across the street from our tower construction site. Funds from the TIF will help the gardens provide usable green space in downtown Oklahoma City for the public to enjoy.

Devon views the tower project as an investment in our employees and in the future of Oklahoma City. We want to build a headquarters that is attractive and interesting. We want to create offices our employees will enjoy working in every day. We also want to create a building the community will be proud of. Early public sentiment indicates all of those goals will be met. Oklahoma City is our home — the place where we grew from a four-employee office to a 5,300-employee operation. This tower will be more than a monumental achievement for Devon. It will be a monumental achievement for Oklahoma City. 

OTHER EXAMPLES

The impact of the philanthropic activities that Devon and our employees are involved with are numerous and far-reaching.  Devon has a long history of strong support for the United Way with significant company and employee contributions.  Devon also contributed $5 million to the construction of the 33,000-square-foot Devon Boathouse on the Oklahoma River which is helping Oklahoma City become an international venue for rowing, canoeing and kayaking.  Devon employees also are very active in volunteering their time for many causes, including a nine-year partnership with Mark Twain Elementary for a tutoring program.  For extensive specific examples see Making a Difference Beyond Energy 2010 Highlights, “What Others Say” brochure and Corporate Giving and Volunteerism 2010 Highlights in Tabs IV.c., IV.d., and IV.e. in Supporting Documentation.

IV. Corporate Social Responsibility:
To what extent are employees actually engaged in the company’s social responsibility activities?  (Please cite percentage of employees participating in these endeavors or provide other quantifiable data.)

VOLUNTEERISM

Community service and volunteerism are at the heart of Devon's corporate values. Devon is committed to being a good neighbor and supports the volunteer efforts of its employees in the communities in which the company operates. The Corporate Giving Policy includes a Volunteer Grant Program to recognize, encourage and support employees who volunteer their time and talents to non-profit organizations by making a donation to such organizations on behalf of our employees in recognition of their volunteerism. Volunteer activities can range from the strategic, such as board membership, to the tactical, such as assisting with the organization's operations or administration. 

Devon's Volunteer Network (see Tab IV.f. in Supporting Documentation) provides an online tool that enables employees to make a difference and participate in volunteer opportunities that are meaningful to them. Employees are able to search for volunteer activities in their community, sign up for Devon events, promote volunteer events in their community and track their volunteer hours. 

Devon employees are making an impact in their communities through their volunteer activities. During the last 12 months, 1,409 U.S. Devon Employees logged 18,233 volunteer hours!  For the same period, 162 Canadian Employees logged 2,825 volunteer hours.

IV. Corporate Social Responsibility:
SAFETY AND ENVIRONMENTAL STEWARDSHIP

EXCEEDING GOVERNMENT’S EXPECTATIONS

Devon is consistently recognized by government agencies for its commitment to safety and environmental stewardship. These awards help build our reputation as a responsible operator of oil and gas properties, and ultimately contribute to our long-term success. Many of these are summarized in the Making a Difference Beyond Energy 2010 Highlights document included in Tab IV.c. in Supporting Documentation.

Devon was honored with the U.S. Minerals Management Service (MMS) National SAFE Award in 2009 for the company’s commitment to safety and environmental stewardship. Devon received 10 safety awards from the MMS between 2003 and 2009, an effort unsurpassed by any other operator. Below is a quote from a district manager at MMS about the awards and Devon. 
“At the MMS, we routinely meet with companies throughout the year to discuss operational issues related to safe and clean operations. The MMS District SAFE Award recognizes exemplary performance. The honor represents a high standard for companies to achieve and sets clear expectations for safety and environmental stewardship. To qualify, operators must perform head and shoulders above other companies in their safety and environmental record. Companies that have received the recognition on repeated occasions, such as Devon, consistently demonstrate a commitment to high standards by operating in ways that are safe, clean and incident free.”

Elliott Smith, district manager, Minerals Management Service

V. Building Trust in Customer Relations
How does your company monitor the effectiveness of customer relations, specifically as it pertains to handling of customer concerns in a forthright and fair manner? 

LANDOWNERS AND ROYALTY OWNERS

Devon values its reputation within the communities where we operate. We strive to be a good neighbor wherever we have a presence. To further that goal, Devon is receptive to the opinions of landowners and royalty owners in the vicinity of its operations.

While we are not required to do so, Devon operates a hotline number to facilitate feedback from landowners and royalty owners.  These stakeholders can use the hotline to contact the Company with any question or complaint they may have.  Devon also has defined a Landowner Complaint Resolution Process (see Tab V.a. in Supporting Documentation) and provides training to employees to ensure this process is followed.

NATURAL GAS SALES COUNTERPARTIES

Devon utilizes face to face meetings with customers of our natural gas sales. Meetings occur on a day-to-day basis with individual customers so the line of communication is always open to ensure effective customer relations.  Devon occasionally hosts meetings with groups of customers to enable dialogue that serves to provide feedback on the customers’ experience and to ensure they receive the quality of service that is expected.
MOST ADMIRED COMPANIES

For the sixth straight year, Fortune magazine has named Devon to its list of the World’s Most Admired Companies. The list published March 3, 2011 places Devon third in the mining and crude oil production category. Devon was one of just two U.S.-based oil and natural gas companies among the top 15 in that category, and it was the only U.S.-based independent producer. 

According to Fortune, the most-admired list is considered the definitive report card on corporate reputations. The magazine’s survey partners start with 1,400 of the world’s largest companies and then sort them by industry. To create the industry-specific lists, surveyors ask executives, directors and analysts to rate companies on nine criteria. Devon ranked among the top three in its category in the following areas: innovation, people management, use of corporate assets, social responsibility, quality of management, financial soundness and long-term investment. The company ranked fourth in the other two areas, quality of products/services and global competitiveness. 

VI. Looking to the Future
What are some of the major ethical issues that you anticipate your employees or organization will likely encounter in the future?  

The greatest challenge Devon faces is to continue to sustain the culture we have built over our 40-year history.  Devon has benefited from the continuous leadership of both John W. Nichols and Larry Nichols. Their personal integrity and leadership style have contributed greatly to making Devon the company it is today.
What proactive approaches are you taking now, or considering taking in the near future, so that your organization is better prepared to effectively handle these types of issues?

Many of the proactive approaches Devon is taking have been described in earlier sections of this application.  From the way we hire and orient employees, to how we set performance expectations, to how we put our commitment to making positive impacts on the communities we serve into action, Devon is actively working to engage our workforce in maintaining and sustaining the culture of integrity for which Devon is known. Maintaining and sustaining the best within the culture of an organization, and at the same time nurturing the continued growth and development of the organization, is no easy task and cannot be left to chance.
Devon values continuity of leadership and utilizes succession planning to ensure that continuity. John Richels, Devon’s President and CEO, is a man of integrity with a leadership style that serves our organization quite well.  Mr. Richels values Devon’s history and culture and contributes to its continuity.  The future of Devon is in good hands.

VII. Supporting Documentation:
Applicant Data:
a. Corporate Governance Guidelines

b. Code of Business Conduct and Ethics

Conflicts of Interest Policy
c. Code of  Ethics for CEO, CFO and CAO

d. Foreign Corrupt Practices Act Policy

I.  Leading with Integrity:
a. Devon Leadership Attributes

b. Devon Attributes Coaching Guide 

c. Ethics Helpline Reports

II.  Cultivating an Ethical Culture:
a. Devon Employee Attributes

b. Employee Referral Program Rules

c. Devon New Employee Resource Cards

d. Code of Conduct Acknowledgement Form

e. Annual Performance Assessment Form

f. 2010 Ethics Survey Results

g. Fortune “100 Best Companies to Work For” Brochure

h. Fortune “100 Best Companies to Work For” Q&A

i. “If Integrity Were Celebrity” Quotes

j. Gifts & Entertainment Policy

k. Gifts & Entertainment Declaration Form

l. Conflict of Interest Vendor Letter

III.  Forthright Communications:
a. Explorer Magazine

IV. Corporate Social Responsibility:

a. Corporate Giving Policy

b. Corporate Social Responsibility Report

c. Making a Difference Beyond Energy 2010 Highlights

d. “What Others Say” brochure

e. Corporate Giving and Volunteerism 2010 Highlights

f. Devon Volunteer Network Quick Reference Card

V. Building Trust in Customer Relations:
a. Landowner Complaint Resolution Process
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